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The Olavian Economist 2019: A world of uncertainty 
 

2019 has been an interesting year. The global 

economy continued to faced sluggish growth with 

key supply chains threatened by the trade war 

between the US and China. An increase in risk 

aversion in households and firms resulted in weak 

demand for consumer durables and dropping capital 

investment. The developed world faces a grave 

threat of stagnation with Germany showing signs of 

contraction in its manufacturing sector and Italy 

failing to grow in the second quarter. In the 

economic policy community, the year has been 

dominated by discussions of an easing in trade 

regulations, the disadvantages of historically low 

interest rates and possibly the timing and nature of 

the next recession. 

 

The looming issue continues to be Brexit with the 

nation seemingly heading towards a political shake-

up. The destabilization of the leading parties; the 

Conservatives and Labour, alongside the rise of the 

Brexit party is symptomatic that the crisis is 

reaching its boiling point. Sidney provides an 

insight into the issue through a capitalist framework 

comparing Neoliberalism and Statism. Shrinidhi 

builds on the debate, arguing that the Brexit crisis is 

due to a weak constitutional structure, pushing ideas 

towards political shortcomings in Parliament.  

 

This issue delves into issues faced in modern 

society around the world. Temi provides a strong 

argument revealing lingering gender inequality in 

the UK labour market and the negative impact it has 

on everyone. Luke highlights the extent to which 

the EPL has grown financially and questions 

whether this is a cause for concern. Ayo gives us a 

solution to Britain’s weak public finances through a 

sovereign wealth fund, a scheme adopted 

effectively by other nations such as Norway. An 

exclusive interview of Tulip Siddiq, MP for 

Hampstead and Kilburn, touches on issues in 

British society such as Antisemitism and 

misinformation. Mr. Greenwood sheds light on 

modern day externalities drawing on his 

experiences in Berlin. Vikram once again presents 

the key issue of political and legal shortcomings, 

focusing on campaign finance in the US. Vikita 

highlights the rise of mobile banking and its impact 

on financial inclusion in Kenya and Edisa explains 

the fall of Argentina. 

 

Riki analyses long term trends in the Indian 

population and its impact on the nation. Pari brings 

to the forefront the devastating impact of war in Sri 

Lanka and Daniella’s article further contributes to 

the field of social disruption through analysis of the 

situation in Hong Kong and its impact on business. 

Global Inequality and development yet again has 

been a popular topic. Sanjana introduces a 

multidimensional measure of poverty which has 

applications in the field of international 

development. Dipin analyses the impact of 

educational inequality on income inequality and an 

interview of Professor Jane Dacre discusses 

inequality in the medical profession. 

 

Yasmin narrates the historical significance of the 

British steel industry linking to industrial policy and 

Aisosa touches on blockchain and its place in the 

future of cryptocurrency. Economic theory and its 

interactions with philosophy and politics have been 

of interest in pieces this year. Dylan speculates 

whether Keynesianism is making a revival. Amani 

discusses whether prisons are a negative or positive 

externality in relation to the field of public policy. 

Maisie presents narrative economics as a potential 

alternative to the highly mathematical area of 

theoretical economics, tying in behavioural research 

to support her argument. Ayush and Louis provide 

insights into the various healthcare provision 

structures available and the relevance of mental 

health to economic performance. Tosin explores the 

impact that artificial intelligence will have on our 

working lives. 

 

We would like to thank all those who provided 

articles for their hardwork and the interview team of 

Sidney, James and David as well as Nikol for the 

cover art. In addition we thank the supporting 

editorial team of Dipin, Vikita and Tosin. Finally 

we express our gratitude to Mr. Greenwood, 

without whom this journal would not be possible.  

 

 

Thank you, Kanav Gupta and Ritam Ghosh
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Brexit: A Constitutional Crisis 

Crisis in Westminster threatens foundations of British democracy 

| Shrinidhi Prakash | 

 
‘I have served in parliament for 45 years,’ growled 

Nigel Lawson, ‘and there has never been an instance 

of constitutional vandalism on the scale that we are 

witnessing today, and at the present time more 

generally.’ 

 

The first question is: is there a constitution to 

vandalise? The British “constitution” is a 

quintessentially British creature, shaped- or rather 

not shaped- by generations of genteel statesmen 

who effectively modelled parliamentary procedure 

on their own social comportment. They 

accumulated a smorgasbord of conventions, 

practicalities and behaviour which, thrown together, 

are somehow taken to represent a coherent set of 

rules which everyone instinctively knows to follow. 

This cocktail of tradition and reason, recorded 

painstakingly by the parliamentary Bible, Erskine 

May, has sufficed for centuries of British 

governments, who have operated on the comfortable 

notion that they and their future counterparts are 

“good chaps” who know not to overstep the mark at 

both soirées and Parliament. Yet Brexit has proved 

the constitution fundamentally flawed; in the dark 

days of a twenty-first century democracy, its 

eccentric malleability has both failed to prevent a 

crisis and refuses to supply clear solutions. 

 

 
 

Consider the designing of the referendum itself, 

which, if better done, could have saved us a lot of 

pain and anguish. As an Economist article of May 

2019 points out, Article 42 of the Irish Constitution 

protects Ireland against rushing headlong into a 

public vote without full parliamentary debate and 

agreement on its meaning and consequences. Our 

constitution places no such constraints on MPs, who 

are therefore free to throw any question at us which 

can mean everything to everyone (which they duly 

proceeded to do). David Cameron duly exploited 

this constitutional loophole to political ends; his 

referendum, presumed easy to win, was a quick and 

easy way to silence the Eurosceptics, as its setting 

up involved no binding consideration of the 

aftermath if it went south. 

 

The lack of planning for post-referendum processes 

meant that Brexit management was left to the whim 

of MPs, who, crucially, voted overwhelmingly for 

Remain (at least 74%, compared with 48% of the 

country). The great divergence between MPs’ and 

the people’s views on Brexit has placed a great 

strain on the representative quality of the former. 

This has led to growing discontentment with the 

centralised decision-making style of Westminster, 

as many feel politics is being steered by those who 

do not share their opinions, creating havoc in the 

process. The constitutional implication of this anger 

is mounting support for greater devolution. The 

Labour Party has called for a constitutional 

convention which will ‘look at extending 

democracy locally, regionally and nationally,’ 

restoring regional offices and calling for the Lords 

to be elected. Rory Stewart, an early contender for 

the premiership, called for a ‘Citizens’ Assembly’ 

on Brexit. There seems to be a growing urge for 

citizens to “take back control” not so much from 

Brussels, but Westminster. We live in an age 

suddenly looking back to direct democracy as 

envisaged by Rousseau’s Social Contract, in which 

he argued that ‘the day you elect representatives is 

the day you lose your freedom.’ 

 

The main reasons MPs have been seen as so 

unrepresentative is their triggering of a further 

constitutional crisis- the fracture between the 

executive and legislative branches of government. 

Relations between No 10 and the chamber have 

soured since 2016; indeed, the post-referendum 

https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&ved=2ahUKEwjNqeeL-ObkAhUE2BoKHY1bA-MQjRx6BAgBEAQ&url=https%3A%2F%2Fwww.politicshome.com%2Fnews%2Fuk%2Fgovernment-and-public-sector%2Fnews%2F106671%2Fgovernment-minister-repeatedly-refuses-rule-out&psig=AOvVaw3N1HmM_dbTBody1azP04lr&ust=1569327885988134
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chaos started with the government trying 

(unsuccessfully) to trigger Article 50 without 

parliamentary approval. The latter has proved 

fiendishly difficult to obtain not just due to the 

rainbow of opinions offered by MPs on Brexit, but 

also due to the maths. The UK government is 

designed to work with a solid majority, which Mrs 

May shrunk via an ill-judged election and which has 

been reduced to just one under Mr Johnson. Slim 

margins make passing legislation difficult and have 

shackled the Tories to the DUP, limiting manoeuvre 

room. This, along with the lack of consensus about 

delivering Brexit (especially given the way MPs 

voted in 2016), has led to record-breaking clashes 

with the Commons. It has rejected Mrs May’s deal 

three times (including in these refusals the largest 

defeat for a sitting government in modern history). 

It has seized control of the parliamentary timetable. 

It is currently hatching plots to stop Mr Johnson 

proroguing parliament or ignoring its voice in any 

way which, as the former chancellor Philip 

Hammond warns, would lead to a ‘constitutional 

crisis.’ In short, the Remainer-majority Commons 

seems to be going out of its way to defy the will of 

the people. All this, to boot, with the acquiescence 

of the speaker.  

 

John Bercow has splashed international headlines 

with his seeming failure to maintain impartiality in 

Brexit debates, emerging instead as the figurehead 

of MPs’ rebellion and a beacon for twenty-first 

century parliamentary procedure. In January, he 

allowed Remainers to force Mrs May to reveal her 

Plan B in case of her deal’s failure. In March, he 

declared that he would not allow a third vote on Mrs 

May’s deal unless the actual substance, not window 

dressing, was changed, prompting the solicitor-

general to warn of a ’constitutional crisis’ (yes, quite 

the buzzword). And this August, speaking in 

Edinburgh, he said that he would ‘fight with every 

breath in [his] body’ to stop Mr Johnson tyrannising 

over Parliament to achieve no-deal. Brexiteers are 

understandably furious that he has chosen to 

overstay his welcome in his post. He has been 

repeatedly accused of bias and breaking with 

precedent. ‘I do respect tradition, and I do respect 

precedent,’ he defended himself, ‘… [but] we 

cannot be exclusively guided by tradition in the 

sense of what has happened before or nothing would 

ever change.’ Mr Bercow is in many ways symbolic 

of the constitutional crossroads at which Britain 

finds itself, torn between precedent and adaptation. 

 

Much less publicised than the war between Mr 

Bercow’s Commons and the executive are the 

tensions between the two chambers, with the Lords 

coming down firmly on the side of precedent over 

adaptation. Though the balance of power between 

the chambers has always been tilted towards the 

Commons since the 1911 Parliament Act, as fits a 

modern democracy, the peers have always prided 

themselves on their historic role of vetting MPs’ 

decisions. This editorial function is under strain 

post-Brexit, when time is increasingly of the 

essence. When Lawson complained of 

‘constitutional vandalism,’ he was referring to the 

rushing through of the Cooper amendment in the 

Commons, which would block the possibility of no-

deal. ‘All that lies between us and tyranny is that we 

respect the conventions of both houses,’ said 

Michael Forsyth. The Lords was not happy at being 

denied its customary, lengthy debates about the 

amendment and being asked to blindly vote as the 

Commons had; it felt itself reduced to an ornamental 

echo of its sister- which is indeed what it has 

become in the debate about representative 

democracy. This is hardly surprising; if MPs’ 

representativity is being called into question, what 

of the unelected peers, who are not even de jure 

representative? Small wonder that Labour’s 

proposed constitutional convention proposes 

converting the Lords into a democratically elected 

chamber.  

 

 
 

However, the heart of the representativity debate 

lies neither within the Commons nor the Lords, but 

with the prime minister. There are two aspects to 

this debate- one is their Brexit leaning, and the other 
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is their ascent to power. On the first level, Mr 

Johnson, who rattled around the country in his 

£350m-stamped bus, is undoubtedly better qualified 

than the born-again Mrs May. He is some 

consolation to those Leavers frustrated by MPs’ 

divergence of opinion with the country. On the other 

hand, neither of the past two PMs have entered No 

10 through a general election. Mr Johnson fares 

badly in this aspect compared to Mrs May, who at 

least clung on to power through one; our current 

PM, contrastingly, was elected by 180,000, largely 

elderly Conservative Party members (the final 

hurdle in a privileged Eton-Oxford life).  

 

This difference, combined with the recent shrinking 

of his majority to just one, has stoked speculation of 

Mr Johnson calling an autumn election to cement his 

authority. The constitutional lesson? Once the dust 

has settled, there will be an awful lot of soul-

searching about whether we elect a party or a PM, 

and the fairness of a wholly unrepresentative sliver 

of the population picking the occupant of No 10. 

Likely the Tories’ domestic rat races would have 

mattered less if we were not in the middle of a 

national crisis, but as it is, Mr Johnson and Mrs May 

sit badly against the mounting anger at 

Westminster’s deafness, which highlights the flaws 

in our democracy. 

 

That is, after all, one of the rays of sunlight in Brexit. 

Despite the ugly divisions, it has called for 

unprecedented deployment of political acumen and 

manoeuvring which has drawn the attention of the 

country to its governance like never before, and to 

question whether the political status quo is fit for 

purpose in the modern age. The potential of the 

constitution to prevent, or mitigate the impact of, 

future crises must be explored once Brexit is out of 

the way (if it ever is). Whatever reforms are 

undertaken, analysis has shown one common factor- 

the urgent need to better define and express the will 

of the people, to lay down rigid rules for procedure 

in momentous decisions, and to prevent state in-

fighting during national crises. Westminster needs 

to realise that precedent is not sacred, and that the 

slew of tight regulation it has chalked out in the 

modern age to better safeguard society should apply 

to itself too. 

 

 

 

Is it time for a UK Sovereign Wealth Fund? 
An opportunity to use our financial strength for good 

| Ayotunde Falode | 

 
The Problem We Face 

 

For years, economists of all kinds, from the left and 

right, have rightly said that Britain is worse at long-

term planning than other advanced countries. We 

save less, invest less and build less economically 

vital growth-promoting infrastructure, such as 

roads, railways and ports, than they do. We have an 

economy that lives for today and depends too much 

on consumer demand, unlike more sober-sided 

countries such as Germany, which are much better 

at investing for tomorrow. 

https://www.ft.com/content/50affdf6-a22e-11e8-85da-eeb7a9ce36e4
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The result is that we lag behind the United States, 

Germany, France and even Italy in productivity. It 

takes a German worker four days to produce what 

we Brits make in five, so we work longer hours for 

lower pay than other countries, and we will not be 

able to raise our living standards sustainably or to 

build an economy that works for everyone unless we 

fix that fundamental underlying issue. 

Even worse, we have huge national debt, partly as a 

hangover from the 2008 financial crisis, but mainly 

because the promises we have made in our pay-as-

you-go pensions and benefits system that create 

long-term liabilities which are, financially, 

effectively the same as debt. That is not fair to the 

children and grandchildren of the next generation, 

who will have to repay the money that has been 

borrowed: they are being handed bills that should 

have been paid for earlier. They will have their own 

public services to pay for and we shouldn’t expect 

them to pay for ours as well. These are long-term 

structural problems that are deeply ingrained in our 

economy and in our politics; these issues have taken 

decades to build up, and they will take just as long 

to solve.  

Learn From Norway 

The small Scandinavian country of 5 million people 

does things differently. It has the lowest income 

inequality in the world, helped by a mix of policies 

that support education and innovation. It also 

channels the world’s largest sovereign wealth fund: 

the “Government Pension Fund of Norway”, which 

manages its oil and gas revenues, into long-term 

economic planning. 

The Government Pension Fund of Norway 

comprises two entirely separate sovereign wealth 

funds owned by the government of Norway. The 

Government Pension Fund Global, also known as 

the Oil Fund, was established in 1990 to invest the 

surplus revenues of the Norwegian petroleum 

sector. It has over US$1 trillion in assets, including 

1.3% of global stocks and shares. In May 2018 it 

was worth about $195,000 per Norwegian citizen. It 

also holds portfolios of real estate and fixed-income 

investments. Many companies are excluded by the 

fund on ethical grounds. The Government Pension 

Fund Norway is smaller and was established in 1967 

as a type of national insurance fund. It is managed 

separately from the Oil Fund and is limited to 

domestic and Scandinavian investments and is 

therefore a key stock holder in many large 

Norwegian companies, predominantly via the Oslo 

Stock Exchange.  

 

By funding our national debt with a big pool of 

investments, the children and grandchildren of the 

next generation won’t have to break their banks to 

pay our IOUs; they’ll have assets to match. A 

sovereign wealth fund wouldn’t just tame the 

deficit: it would cage the debt too, making Britain a 

generationally fairer and more socially just place, as 

well as rebalancing our economy to have stronger 

and safer foundations than ever before.  

The opportunities  

Increasing investment through a sovereign wealth 

fund can be used to tackle deficiencies in housing, 

infrastructure, as well as support innovation and 

small businesses. It will create productive assets 

from which future generations will benefit. 

The fund could invest in a variety of assets: 

infrastructure, homes, venture capital, private and 

public equity and direct lending are examples. The 

emphasis should be on domestic assets, for this 

would have the largest direct impact on the UK 

economy. Holding some international assets as well 

could provide an insurance policy against a negative 

post-Brexit scenario. 

https://en.wikipedia.org/wiki/Sovereign_wealth_fund
https://en.wikipedia.org/wiki/Sovereign_wealth_fund
https://en.wikipedia.org/wiki/Government_of_Norway
https://en.wikipedia.org/wiki/Petroleum_industry
https://en.wikipedia.org/wiki/Petroleum_industry
https://en.wikipedia.org/wiki/Oslo_Stock_Exchange
https://en.wikipedia.org/wiki/Oslo_Stock_Exchange
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Moreover, over time, such a proposal would likely 

help reduce future levels of net public debt as the 

fund’s assets compound at a higher return. Of 

course, there is no guarantee of this, but it would 

seem the most likely outcome if sensible 

investments are made. At the very least, the required 

investment return hurdle would simply be the rate of 

inflation, since the government can borrow at 

interest rates below the rate of inflation. However, 

we can surely find socially useful investments that 

will do better than this over a multi-year horizon. 

Furthermore, the issue of Brexit has deterred 

investment into the UK. “Deal making in the UK by 

some of the largest sovereign wealth funds has 

plummeted because of the growing uncertainty 

around Brexit”, a report from IE Business School in 

Madrid has revealed. State-backed funds — 

including Singapore’s GIC and the Canada Pension 

Plan Investment Board — invested a total of $21bn 

in the UK in 2017 compared with only $1.8bn last 

year, said the report, based on the total assets 

allocation of 91 funds with $8.1tn of assets under 

management. The lack of investment in the UK will 

put us in a place of vulnerability as we lack the 

necessary funds to support the country without the 

help of other countries - the addition of our own 

sovereign wealth fund could allow future 

investments to put the UK in a stronger economic 

position. 

Challenges 

Some argue that to start a sovereign wealth fund 

now is an inefficient way to tackle the issues of 

inequality, as outlined by the IPPR (the Institute for 

Public Policy Research). ‘It’s a nice thing to have, 

but the government will probably be better off 

simply borrowing less at this point,’ Sam Dumitriu, 

head of research at the Adam Smith Institute tells 

Spear’s. ‘If we were running very large government 

surpluses and maybe putting some of that into a 

fund, or perhaps if you expect the costs of 

government to rise in the long run because of 

pensions or something similar, that would make 

sense but we don’t have that problem.’  

It is believed that if the government really wants to 

help fund business growth, it could simply cut taxes 

for people looking to start businesses. ‘If you 

believe that one of the problems in the UK is that 

we’re under-investing, then surely you’d want to 

lower taxes on investment to create a greater 

incentive,’ adds Dumitriu. ‘What we should be 

doing is looking at corporation tax.’ Dumitriu calls 

the idea ‘symbolic’, but not a ‘sensible policy’ that 

hides the fact that such ‘minimum universal 

inheritance’ pay-outs are still derived from tax 

money. Taking less money from the young through 

income tax and national insurance might be more 

beneficial and efficient in the long-term. 

To Conclude 

But who knows? With future generations 

approaching the housing ladder with unease and the 

government clamouring for younger voters – giving 

every 25-year-old a £10,000 pay-out might turn out 

to be the untested, unproven policy miracle stroke 

of the century.  With Shadow Chancellor John 

McDonnell calling on all parties to ‘heed the IPPR’s 

challenges’, the debate is just beginning. The post-

war governments created new institutions like the 

NHS and the welfare state, which had little 

relevance to rebuilding homes and cities damaged in 

the war, but everything to do with forging a new 

society and a new nation. This is our generation’s 

chance to do the same; to rival the post-war 

generations with our ambition: a new, stronger, 

more socially just and generationally fair Britain 

with the financial strength to use our post-EU 

independence effectively, as an international force 

for good in the world. 
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Gender Inequalities in the UK Labour Market 
Women continue to fight against barriers to equality 

| Temi Olusanya| 
 

Despite the introduction of the 2010 Equality Act 

to help empower women in the workplace, gender 

inequality continues to remain a lasting issue 

facing the UK workforce, and women continue to 

have to fight against many barriers to equality.   

Inequality covers vast dimensions of the 

workplace, for this reason it has become a 

notoriously difficult concept to measure. It is 

frequently fuelled by misrepresentative 

stereotypes that lead to misconceptions of 

members of society. These deep-rooted labels 

have paved the path for discriminatory behaviour 

within the trusted work environment.   

 

Gender inequality is one of the most perpetual 

problems facing the UK labour market, varying 

from unequal pay to an imbalance in promotion 

opportunities and reduced responsibilities. All of 

which challenges the position of women in the UK 

against their male confederates.  

  

The gender pay gap is the difference in the average 

hourly wage of all men and women across a 

workforce. According to the Office for National 

Statistics (ONS), the gender pay gap is “calculated 

as the difference between average hourly earnings 

(excluding overtime) of men and women as a 

proportion of average hourly earnings (excluding 

overtime) of men’s earnings”.1 In April 2017 a 

 
 

new Government initiative made it compulsory for 

employers, with a minimum of 250 employees, to 

publish reports of the hourly pay difference 

between their male and female workers. Over the 

course of the subsequent year, the results 

suggested a median pay gap of 12%.  The current 

median pay gap lies at 8.6% which is quite a drop 

from 12% in the previous year.   

 

As illustrated by Figure 1 there has been a 

sustained falling trend in the gender pay gap rate 

in the UK .Though evidently reduced over the past 

10 years it is still notably positive, in favour of 

men.  ONS are quick to explain that the gender pay 

gap,” ...does not measure the pay difference 

between men and women at the same pay grade, 

doing the same job, with the same working pattern. 

It also does not include any of the personal 

characteristics that may determine a person’s pay 

such as age.”2 

 

A potential problem following the introduction of 

the 2017 Governmental scheme is that, though 

employers are aware of this prevalent issue, it 

seems many would rather not address it as no 

action plan detailing how they aim to tackle gender 

inequalities is presented within their strategic 

reports. Is it therefore safe to argue that gender 

inequality has become so desensitised within 

society that many overlook the problem? 

Whatever the case may be, it certainly appears so. 

Yet the question relating to what is causing this 

slow progression to gender equality remains 

unanswered.   

 

An interesting feature shown by Figure 1 is that the 

gender pay gap in part-time work is negative, 

indicating that in part-time work the traditional 

trend is reversed with women generally being the 

higher earners. Gender norms tend to associate this 

with caring responsibilities and domestic part-time 

roles shared unequally. However true this may be, 

the gap is largely because a much higher 
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proportion of women work part-time than men. 

The gender pay gap mainly increases after 

childbirth, and by the time a woman’s first child is 

20, their hourly wages are about a third below 

men’s.  

 

One of the key influencers of gender pay 

inequalities is age, being frequently associated 

with experience and training, it therefore leads to 

varied pay gaps across different age brackets in the 

labour market. Figure 2 shows the pay gap 

between men and women by age and working 

pattern. Across the younger age groups (18 to 21, 

22 to 29 and 30 to 39), the gender pay gap is 

positive but relatively small for full-time workers. 

However, as women age and enter higher age 

groups the gap is significantly greater. Some 

suggestions relating to why this occurs is similar 

to that of part-time work; which is due to women 

taking time out to possibly have children. All 

groups have seen narrowing gaps since 1997 apart 

from those aged 60 years and above where there 

has been a trend of growth since 2004.  Age groups 

30 to 39 and 40 to 49 have seen the most notable 

shrink since 1997.   

 

The gender pay gap is frequently misunderstood as 

unequal pay; whereby men and women who 

perform the same (or similar) work are payed 

differently. Unequal pay has been unlawful since 

1970, equally being a large issue faced by working 

women. When women are payed less than their 

male counterparts, it can in fact affect the overall 

performance of the organisation. As a result, it’s in 

 
 

the interest of a business to ensure that their male 

and female workers are equally paid. 

 

Michael Kimmel mentioned in his 2015 TED talks 

Why gender equality is good for everyone- 

including men and how better rates of gender 

equality can positively impact society. "Gender 

equality is good for countries. It turns out, 

according to most studies, that those countries that 

are the most gender equal are also the countries 

that score highest on the happiness scale.” 

(Kimmel, 2015).3 He went on further to argue that 

this is also good for companies. Research by 

Catalyst and others have shown conclusively that 

the more gender-equal companies are, the better it 

is for workers, and the happier their labour force 

is. They have lower job turnover, easier time 

recruiting and reduced level of attrition.  They also 

have higher rates of retention, higher job 

satisfaction, higher rates of productivity.” If the 

UK want to see growth perhaps inequalities in 

gender urgently need to be completely 

eradicated.   

 

Furthermore, the independent newspaper recently 

published an article discussing the issue of unequal 

pay in the UK.4 A survey conducted by the Young 

Women’s Trust found that one in five women have 

been paid less than their male colleagues for doing 

the same, or similar, job. The organisation draw 

attention to the fact that some employers do this 

knowingly despite it being illegal. More than half 

of the young women surveyed said they do not feel 

confident challenging their employer regarding the 

issue and one in seven said they are disappointed 

by the approach of their employer.   

 

The research also found that workers feel 

uncomfortable discussing their earnings with 

colleagues and half of those surveyed said their 

managers would “respond negatively to more 

openness”. Indicating that this broken atmosphere 

in the workplace allows for employers to continue 

to carry out this biasness in secret. The statistics 

alone speak volumes concerning how powerful 

members of the labour market turn a blind eye to 

the situation, and those mostly affected are 

 

Figure 2: Gender pay gap for median groups hourly earnings 
(excluding overtime) by age group, UK, April 1997 to 2018 
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concerned with the consequences that may arise 

resulting in them suffering in silence.   

 

It’s despicable that women today must still fight 

for equality and gain the respect they deserve in 

the workplace. In spite of all advocacy for change, 

nothing seems to be enough to completely 

transform the minds of those guilty of being 

gender bias.   

 

Gender inequalities amongst the sexes not only 

lies within the world of pay but also in job 

promotion. Though it’s illegal for employers to 

advertise jobs in such a way that they show bias to 

a specific sex; studies have interestingly shown 

that the phrasing of job descriptions encourages 

more of one gender to apply over the other, despite 

both being perfectly qualified.   

 

In late 2018 the BBC published an article 

discussing how the wording and framing of job 

descriptions “dictate whether or not people bother 

to apply”. The article suggested that a change from 

the word ‘manage’ to ‘develop’ can transform a 

job advert from being male-friendly to female-

friendly. It’s fascinating how both men and women 

are victims of human irrationality which 

influences their decisions when applying for job. 

Why this is the case is still a mystery to many, but 

software has been developed in order to reduce this 

unconscious bias and help businesses trying to 

recruit more women.  

 

It’s time for women to feel appreciated and worthy 

in their place of work and be equal to their male 

co-workers. It would be unfair to neglect the 

progress that has been made but there is still a very 

long way to go in the fight for equality. Many 

generations have suffered in the face of adversity 

and it would be disappointing for future 

generations to go through the same experiences.

The Broken Paradigm of Britain’s Economy 
The struggle between doctrines and where to go next 

| Sidney Woolf-Hoyle | 

 
We live in a divided nation on so many levels. 

There is of course the Brexit elephant in the room, 

but underlying that is another, deeper split which 

has haunted our nation for decades – that between 

the rival loyalties to Neoliberalism and Statism. 

These two economic models have been jostling for 

dominance since 1945, and have caused 

fundamental damage to our country as a result. 

Even as the debate over Brexit rages on, it is 

necessary for us to tackle this pressing issue head-

on, and achieve the paradigm-shift necessary to 

fulfil our true potential as a nation. 

Neoliberalism and Statism are both modes of 

economic organisation within the capitalist system 

– that is, both share private ownership of capital as 

a common denominator.  The difference between 

them is that Neoliberalism embraces this, while 

Statism does not. A Neoliberal economy is typified 

by the priority it gives to the smooth operation of 

an economy dominated by private firms, with any 

pre existing state-owned industries privatised. A 

competitive market is nurtured by deregulatory 

legislation and the curbing of Trade Union power, 

while the government pursued Monetarist control 

of inflation over unemployment. This keeps the 

economy stable and firms confident, while low 

taxes encourage private investment and 

consumption. On a social level, Neoliberalism 

encourages self-reliance and individualism, 

though when applied in Britain certain vital state 

welfare institutions such as the NHS have been 

retained. The UK is a Neoliberal country, but was 

Statist in the past. 

Statism views private ownership of capital 
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sceptically, and enshrines state reserve powers to 

nationalise firms and industries. This is funded by 

tighter fiscal policies, such as higher taxes on the 

wealthy, while unemployment takes priority over 

inflation. Unions are empowered and firms are 

tightly regulated by price and wage controls 

implemented by the government.  

 

On a social level, Statism promotes collectivism, 

in part through a wide-ranging welfare system. 

The lynchpin of Statism is Keynesian economic 

theory, though many of its proponents apply it as a 

stepping stone away from the capitalist system 

altogether to a socialist economy monopolised by 

state-owned property and capital, such as that 

which existed in the former Soviet Union. 

Together, Neoliberalism and Statism form the two 

poles of one economic axis, in which neither side 

can have ascendency without suppression of the 

other. The revolution of this pole is marked by 

crisis, division and strife, which is only 

compounded the more the process is repeated. This 

has happened twice so far in modern British 

history, and today we are in the midst of a third. 

 

The first revolution followed the Great 

Depression, which delegitimised Classical free-

market economics in the face of unabated 

unemployment and social strife which afflicted 

millions of people. During this time, Britain’s 

major parties clubbed together into a National 

Government which steadied the ship of state with 

austere spending that rejected Keynesian ideas of 

stimulant state investment. The Labour Party was, 

at the time, apart from this government, and 

adopted Keynesianism in their manifesto for the 

1945 election. After 6 years of war, Britain was 

ready for change, and Clement Attlee led Labour 

to a landslide majority. He shook the fundamentals 

of the economy to their core, as the railways, coal 

mines, steel industry, electric power network and 

water lines, were all nationalised among countless 

others. Standout among these achievements was, 

of course, the National Health Service, 

agglomerating the disparate strands of private 

healthcare into a single body free for all citizens. 

In the meantime, the Trade Unions were brought 

into government on a plethora of boards that 

helped administer the new state industries. Even 

by 1950, the British economy had been 

transformed almost beyond recognition, and this 

was confirmed when the Conservative Party, ever-

eager to win an election, accepted the Attlee 

Reforms in their manifesto for the year’s election, 

so helping them whittle the Labour landslide down 

to a minority government, before going on to get 

back in power the next year.  

 

The next 13 years of Conservative government 

from 1951 to 1964 saw this “Post-War Consensus” 

solidified through bipartisan agreement on the 

principles of a Statist economy, known as 

‘Butskellism’ – for the Tory Chancellor Rab 

Butler, and Labour leader Hugh Gaitskell, who 

both toed the same economic line. This period is 

renowned for its housebuilding, industriousness 

and high standards of living: as Harold Macmillan 

famously put it, Britain had “never had it so good”. 

However, even during the high-tide of Statism, the 

seeds of its downfall were sown. The premiership 

of Harold Wilson through the 1960s would see 

Britain putter along into decline, as strikes turned 

violent and Sterling slipped into a humiliating 

devaluation. But it was not until the ‘70s that 

Britain entered a crisis that found its roots in her 

economic system.  

 

 
The 1973 Oil Crisis triggered a period of 

‘stagflation’ in Britain – low economic growth and 

high inflation – now the universally-

acknowledged death knell for a Keynesian 

economy. A wage-price spiral developed as goods 

became more expensive to manufacture and so 

rose in price, leading to demands from the Unions 

for higher wages, which in turn made production 

even more expensive. Wage and price controls 

hardly helped this, but what made this problem 

particularly pressing was the power of the Unions, 

greatly magnified by the predominance of state 

industries and so their capacity to directly 

challenge the government. This power had 
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corrupted them; the Unions saw themselves as 

apart from mainstream society and sought to extort 

as much as they could from the state for as little 

they could provide in return, threatening 

devastating strikes if they didn’t get their way.  

 

In 1974, the coal miners’ strike was so crippling 

that Britain was forced to operate on a Three-Day 

Week to conserve electricity, and it ultimately 

brought down Edward Heath’s government. Five 

years later, the infamous Winter of Discontent saw 

the dead go unburied and toxic piles of rubbish in 

the streets of London. This was all against a 

background of debilitating malaise in Britain’s 

staple industries, as the state industries churned out 

increasingly shoddy products which weren’t up to 

scratch with foreign competition – such as the 

taxpayer-funded cars of British Leyland, 

infamously unreliable and paling in the face of 

German and Japanese imports. 

 

The nation clamoured for change, and change was 

coming: in 1975, Margaret Thatcher had secured 

the Conservative leadership on a Monetarist 

platform, advocating the overthrow of the Post-

War Consensus and an economy organised along 

Neoclassical lines, with lower inflation, pacified 

unions and the privatisation of state industries. Her 

time came in 1979, when the Conservatives were 

propelled into office once more and instigated the 

second revolution of our economic axis. 

 

The scale of the Thatcherite project shouldn’t be 

underestimated: before she came on the scene, 

everything from the phone lines to Rolls-Royce 

were directed from Downing Street, with 

lamentable consequences. The Unions were 

ascendent, to the point that Edward Heath had 

considered giving them a veto on legislation. 

There were capital controls to stop you taking 

more than £50 out of the country. Thatcher 

changed everything, so much so that despite her 

being a Conservative, she was just as revolutionary 

as Clement Attlee. Unlike Attlee, however, she 

had the benefit of more than one term in office to 

work with, and so her policies, though dramatic, 

were staggered. Disinflation was the number one 

priority, and ruthlessly pursued in the face of fierce 

criticism from the economic establishment. The 

market was deregulated and state firms sold off – 

this was the time when firms like BT and Virgin 

came on the scene. Taxes plummeted, while the 

wage and price controls were cast into the dustbin 

of history. This open, free-trading Britain became 

a hotbed of foreign investment, and economic 

growth picked up sharply in the late ‘80s. 

Meanwhile, Thatcher’s victory in the 1984 

Miners’ Strike would reduce the Unions to a 

peripheral force in British policymaking. By 1990, 

the economy was already nigh-on 

unrecogniseable. The Thatcherite Masterplan even 

went global, for it was her European 

commissioners that went on to design what we 

now know as the European Single Market. Of 

course, this only tells half the story.  

 

Unemployment surged in the face of unrelenting 

deflationary policies, only slowly receding as the 

‘80s wore on. More to the point, inflation proved 

harder to control than Thatcher had expected, and 

despite some successes continued to reach 

dangerous levels as late as 1989. This period also 

saw the onset of ‘asset-stripping’, as British firms 

were bought and gutted by foreign execs, only 

their brands remaining – a key factor at play when 

Britain’s trade surplus entered the negative in the 

late ‘80s, leading to an outflow of money abroad 

that has never been rectified since. These issues 

with the Neoliberal Programme would only be 

revealed fully with time but, like the flaws of 

Statism, laid the groundwork for its demise from 

an early stage.  

 

However, for a long time Neoliberalism remained 

electoral gold-dust, securing 4 successive election 

victories for the Conservatives in the face of a 

Labour party that balked at compromising their 

core beliefs in nationalised industries. That 
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changed when Tony Blair became Labour leader, 

and subsequently trounced the Tories in the 1997 

election. Acceptance of deregulation, privatisation 

and monetarism was the fee for office, and in 

paying it a bipartisan consensus was at last secured 

for Neoliberalism: the revolution was complete. 

But for how long would it last? Through the late 

‘90s and early 2000s, Britain would prosper in the 

face of high growth and low unemployment, but 

the Financial Crisis changed all that. Just as 

Statism was vulnerable to the overpowered Union 

reps, Neoliberalism was vulnerable to the 

overbearing bankers, who recklessly gambled 

away countless jobs and livelihoods. This made a 

profound impression on much of the country, who 

realised that the unemployment and hardships 

experienced by many in the ‘80s weren’t just 

growing pains, but a seemingly inevitable 

component of the oscillating market cycle, in 

which they were simple statistics.  

 

 
 

The outcome was anger, turned upon our political 

establishment, upon different demographics in our 

country, upon immigrants from abroad, and upon 

institutions inseparable from the neoliberal dream, 

like the European Union. Britain’s body politic 

was fractured and the 2010 election brought only a 

fractious Liberal-Conservative coalition into 

office, who pursued Austerity as their remedy for 

the nation’s woes. To say this produced mixed 

outcomes is a tremendous understatement: 

economic growth recovered and employment rose 

to its highest level in decades, but the nation 

became only more polarised as poverty crept up in 

the face of cuts to welfare services. The lingering 

acrimony never went away, leading to the rise of 

populists on the left and right, who would 

transform the 2016 referendum on EU 

membership into a war of identity and soul that has 

shattered the social fabric of our nation.  

 

The legacy of that Referendum needs no repeating: 

our historic constitution teeters on the edge of 

irrelevancy, fake news and hatred circles the 

airwaves, protestors and counter-protestors clash 

in the street and the historic union between 

England and her neighbours seems weaker than 

ever. Just as the 1930s saw a Classical economy in 

crisis, and the 1970s saw a Statist economy 

brought to its knees, the 2010s have seen 

Neoliberalism shaken to its roots. 

 

That is the inevitable outcome of this axis on 

which we all spin. Neither Neoliberalism nor 

Statism are fit for purpose, and yet they appear the 

only options because for so long they have been 

the only options. When one pole is delegitimised 

by crisis, it is rotated out so the other can take its 

place, before that too inevitably falls foul of its 

own failings. Today, the alternative to 

Neoliberalism is presented by Jeremy Corbyn, 

who has adopted unabashed Statism to such an 

extent it might even have made Attlee blush. An 

overt socialist and revolutionary, his character is 

one unappealing to the electorate, but his policies 

have wide reach for a people fed up of a defeated 

system. Unfortunately, this radical approach he 

provides is nothing but another strand of that same 

system. 

 

 
 

That the Neoliberal-Statist axis is doomed to fail is 

exemplified in the fact that it has presided over the 

unrelenting decline of our international position. 
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Since the late 19th century, Britain has been 

outflanked by rivals in Germany, America and 

more recently China, as our economy became 

stacked with outdated equipment and firms unable 

to adapt to the changing times. When we 

nationalised our industries we mapped that 

mindset across the economy by means of public 

policy, and so entrenched it: Attlee may have taken 

over the coal mines and railways, but neither he 

nor his successors ever invested sufficiently in 

either to keep them up to scratch. British Leyland 

is another prime example, as its top brass never 

saw the value of polish. When those industries 

were privatised, that destructive value set was 

carried over once again, and wrought mayhem on 

British firms now exposed to the forces of a 

globalised market, bringing with it the asset-strips 

and hostile takeovers that have typified our 

modern economic story. This is why Britain’s car 

factories are owned by American, Indian and 

German companies which can threaten to pull their 

investments out over Brexit, why all our TVs are 

made in Japan or Korea, and why everything else 

is made in China – and with our economy in the 

hands of foreign actors, we lose yet more power.  

 

It’s not that either end of the axis is correct, but 

rather that both are wrong. You simply have to 

trade one disadvantage for another; do you want 

higher unemployment (or, nowadays, a large 

chunk of your ‘employed’ people locked in 

exploitative zero-hours contracts) or do you want 

Unions running the show and extracting 

everything they want from those who happen to 

not be part of them? Do you want higher inflation 

that makes your money more useless by the day, 

or a greater erosion of national sovereignty to the 

whims of the global market? It’s lose-lose. 

 

What’s the solution? Paradigm-shift. That is 

hardly simple, especially in times like these – but 

it is times like these that are the best time to act! 

Neoliberal Britain is dying, but it is still possible 

to avert the revolution back to Statism, and freeze 

our axis. On a Statist platform, the Labour Party 

are historically unpopular – even if they could 

form a government, they are likely to be reliant on 

parties that would temper their policies. That is 

hugely important because it would deny a 

hypothetical Prime Minister Corbyn the leeway 

that Attlee or Thatcher had in overthrowing the old 

order. Instead, change would be piecemeal and the 

legacy of Neoliberalism would persist alongside 

Statist elements.  

 

Meanwhile, Conservative Party has begun to tack 

a centre ground between Neoliberalism and 

Statism, promoting policies that take equal 

inspiration from Thatcher and Attlee – supporting 

the banks while building state railways, keeping 

government small while building up the health 

service, etc. In essence, the bipartisan support for 

Neoliberalism has ceased to exist, but as yet 

nothing has developed in its place. In the aftermath 

of whatever outcome befalls the Brexit issue, our 

policymakers will have to take a look at the 

journey that brought us here, and see a Britain 

oscillating between rival economic models that 

have brought no palpable gain in the long-run. In 

the absence of any prevailing impetus to adopt one 

over the other, they can begin to assemble a new 

axis entirely. Ideally, it ought to be one guided by 

principles of the national interest over any 

ideological dogma, and so seek to permeate our 

society and politic with the spirit of fellow feeling, 

productivity and long-term thinking that has been 

so lacking in recent decades.   

 

Perhaps then, the cycle can be broken for good, 

and our nation united once more behind an 

economy that serves it, as one. 
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Finance behind the EPL 
Is there too much money in the top tier of football? 

| Luke Meehan |  

 

Since the birth of the English Premier League (EPL) 

in 1992, its popularity has consistently grown every 

year. Alongside this expansion in audience comes 

subsequent financial growth, which begs the 

infamous question, is there too much money in 

football? 

The Premier League gains the most revenue globally 

out of all football/soccer leagues and is behind only 

American Major League Baseball and National 

Football Leagues in terms of all sporting leagues. In 

the 2017/18 season it netted a total revenue of €5.5 

billion, with all European leagues totalling to €280.4 

billion – a whopping 19.4% share of the whole of 

European football revenue. With a projected value of 

€6 billion by just the 2019/20 season, it’s safe to 

conclude that the money in football shows no sign of 

letting up anytime soon. The main contribution to 

EPL clubs’ revenue is the television broadcasting 

rights to matches, with €3.2 billion worth of income 

from this source alone. This figure alone is larger 

than the total revenue of the German Bundesliga, 

€3.17 billion, which is the 2nd richest league in world 

football after the EPL, showing how much more 

money there is in the English game. As shown the 

EPL earn the most revenue on matchdays, with a 

total of €757 million, €219 million ahead of the next 

largest in Germany – a colossal amount. However, 

this comes much to the dismay of English fans. With 

an average attendance on matchday of 38,495 across 

the total of 380 games per season, it’s just the second 

largest in Europe after Germany’s Bundesliga, which 

gains an average of 43,879 itself and thus 5,384 

ahead of England, despite its far smaller swing in 

total revenue.  

This stems down to a huge gap in prices of tickets, 

food & drink and merchandise on matchday, made 

evident in a Champions League game hosted in 

London between Arsenal and German champions 

Bayern Munich in which the fans of the latter 

protested the extortionate ticket prices of the home 

side. Seen as a vast weakness of the modern, widely 

monetized game, the gap between the authorities and  

 

the English fans seems to only be growing further 

apart, which spells trouble as money will continue to 

take precedence over the fans which make the game. 

 

The battle between revenue and the fans is also 

shown in the broadcasting deals signed. With the 

EPL’s popularity continuing to expand globally, 

there is now far more demand for the games to be 

shown live on television across the world. In the 

2018/19 season, games were streamed live to 185 

countries to an estimated total of 730 million homes 

worldwide. This has caused an obvious huge 

increase of revenue from broadcasting rights. At the 

start of the EPL in the 1992/93 season, total 

broadcasting revenue came to £40 million but by the 

close of the 2017/18 it reached over £3.2 billion – a 

figure only due to rise in the coming seasons. With 

kick-off times being changed from the classic 

Saturday 15:00 timeslot to be shown on television for 

extra revenue, it creates many problems for fans such 

as late notice and inadequate travel times. It is seen 

as highly unethical that the higher powers are so 

money hungry that they disregard the fans for 

additional profits, further showing how the money in 

football is changing incentives and the people in 

charge are “selling their soul”. 

 

Another big area of debate when discussing the 

money behind football is footballer’s wages. As of 

the close of the 2018/19 season, the average yearly 
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salary for a Premier League footballer was 

£2,642,508 – an absurd amount, especially when put 

in comparison with the wages of paramedics, nurses 

and teachers. These earn £24,106, £15,404 and 

£22,467 on average per year respectively. Such a gap 

in wages is seen as ludicrous, as footballers earn well 

over 100 times as much as some of the most 

important and influential people in society which 

simply isn’t fair, and may need intervention. 

 

However, the positive impact the money in football 

has on the UK economy can’t be ignored. The EPL 

contributed a total of £3.3 billion in taxes to the 

Treasury in the 2016/17 season alone – a vast 

injection into the economy. As well as this, the 

league had a total GVA, an economic measure titled 

Gross Value Added, of £3.33 billion in that same 

season, further demonstrating its vast injections into 

our economy. The EPL as a whole also created over 

100,000 jobs, providing incomes to continue to grow 

the economy. Furthermore, such a large football 

league creates incentives for tourists to visit England, 

shown by the 686,000 tourists who visited England 

to watch the Premier League, consequently 

generating revenue beneficial for the UK economy.  

Overall, whether there is too much money in modern 

day football is still very much up for debate. On one 

hand there is a strong argument that there is indeed – 

the disregard of fans due to the obsession of 

additional revenue is a sorry sight for some, as well 

as footballers’ wages soaring to an all-time high 

which is arguably undeserved. However, it can also 

be seen that all the money in football is not a cause 

for concern. Some value the large input into a post-

Brexit economy above the social problems of high 

wages and lack of care for fans as well as believing 

that if football can earn this revenue, there is no issue 

with it as it is simply down to free market processes: 

the quality of the product decides its value, and 

English football is the pinnacle of all football leagues 

worldwide. At this point in time the debate is still a 

hotly contested one, but if the money in football 

continues to rise as projected it could be a forgone 

conclusion – only time will tell. 
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Exclusive Interview 
Antisemitism, diversity and the EU  
| Tulip Siddiq, MP Hampstead and Kilburn | 

 
In 2015 you were appointed vice-chair of the All-

Party Parliamentary Group against Antisemitism. 

Why do you think Antisemitism is such a crucial issue 

for modern Britain and what can we do about it? 

Antisemitism is on the rise, and we should never forget 

where such hatred can lead. Standing against prejudice 

directed towards Jews or any other ethnic minority is a 

moral imperative, and something I am determined to do. 

Allies of the Jewish community must report racism 

wherever we see it happen, and we must offer support to 

Jewish voices who are demanding that action is taken. 

Racism can only be defeated when people stand up and 

be counted. 

You have called for businesses to address imbalance 

in employing BAME individuals to improve the 

diversity of its workforce. While this could be 

beneficial for everyone, are there particular 

businesses do you think could benefit from a more 

diverse workforce and if so why? 

I entered politics to fight for a society in which everyone 

enjoys equal opportunities and that certainly includes in 

our workplace. If a workplace fails to represent the 

society it serves, or hopes to sell to, then they don’t have 

much chance of success. More importantly, for all of our 

communities to feel that they have a stake in our society, 

they must not be subject to unconscious biases and 

prejudices that prevent them from achieving their 

ambitions. Every business would benefit from a diverse 

workforce, and think the Government should be clearer 

in challenging the barriers that currently exist. 

You voted to withdraw British support for Saudi 

operations in Yemen. What stance do you think 

Britain should take as regards Saudi Arabia? 

British governments past and present have long declared 

that Britain’s foreign policy objectives are peaceful and 

of a humanitarian nature. For as long as we continue to 

sell arms to Saudi Arabia, I don’t believe that we are 

living up to that mantra. Saudi Arabia may be seen as an 

important partner when it comes to antiterrorism 

initiatives, but this does not mean we should be 

supporting actions that have led to horrendous suffering 

for the Yemeni people. Broadly speaking, I support the 

Labour Party’s policies on arms exports in relation to 

Saudi Arabia. 

In 2017 you resigned the Labour front-bench to vote 

against invocation of Article 50. If Britain did leave 

the European Union, would you advocate re-entry or 

simply a close economic relationship? 

I would advocate revoking Article 50 and fully 

participating in a Union that has made the UK 

immeasurably richer. This is something that I believe 

passionately and will continue to fight for in the crucial 

weeks ahead. 

With the rise of fake news and misinformation, what 

advice would you give young people who want to 

verify what's true and what isn't? 

  

Be sceptical of everything! Social media can be a 

nightmare in terms of working out what is true and what 

is fake. The important thing is to look at the sources in 

the piece and establish whether they are trustworthy or 

not. If there don’t appeal to be any genuine sources, you 

can probably assume that the piece is deliberately trying 

to misinform. 
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Modern Day Externalities 
A failure to deal with negative externalities 

| John Greenwood | 

 
I have taught the wonderful subject of Economics 

now for twenty-two years. As my journey of 

teaching the subject continues, I am constantly 

reading and applying economic concepts to the 

world around me.  At the heart of the subject is the 

study of externalities and I feel our understanding of 

this area is vital if we are to keep up with the 

constant growth and development of the market 

economy we see worldwide. Markets are growing 

rapidly and we often fail to deal with the negative 

externalities caused by the market system until it is 

too late, leading to an overproduction of goods in 

some areas which society really could do without.  

In addition, we need to consider where the market is 

failing to produce enough of a specific good which 

can only be beneficial to our society. These so-

called externalities will be examined as part of this 

article. 

 

At a recent talk by Joseph Stiglitz he emphasised 

that Regan and Thatcher decided to turn to free 

markets and supply side policy as way of developing 

global growth. This happened back in the 1980’s but 

the growth of free markets has been pursued in 

many countries globally subsequently and now by 

the likes of Johnson and Trump.  The policies 

followed in the pursuit of growth such as lower 

taxes for the rich have boosted growth with the 

opportunity cost of the growth of inequality in the 

USA and UK. This could be considered an 

externality as competition in labour markets 

globally has supressed wages for many workers 

whilst those that own capital have reaped the 

rewards in terms of higher profits. This situation has 

been supported by the development of globalisation 

where the owners of capital have been able to shop 

around the globe for cheap sources of labour. The 

direct consequence of this is that inequality of 

income and wealth has grown. The development of 

global labour markets technology and capital have 

allowed labour to be substituted resulting in the need 

for less labour to be involved in the production of a 

product.  The likes of Marx and Piketty have always 

pointed to the role of capital within Economics as 

cause of inequality. Some may argue that inequality 

is not an externality as markets should clear and 

workers should be able to move to where there are 

jobs.  Whilst this is theoretically true it is not 

possible for workers to move due to language, 

culture and visa regimes. The consequences of 

inequality lead to other externalities which are not 

being tackled in the modern-day world such as 

poverty. As this develops it can lead to individuals 

falling into poor health, living in poor housing with 

a deterioration in peoples self-esteem ambition and 

mental health. This will have a third-party impact 

which is negative for others. Furthermore, as the use 

of technology and capital continues to grow 

unemployment and the closure of factories will 

cause yet more negative externalities especially to 

the environment and the families who rely on 

workers incomes. This was especially the case in the 

town of Gary Indiana as emphasised by Stiglitz.  

Whilst some may see growing inequality as a direct 

consequence of a market system  

 

 
 

Trump’s America First project has made the rich 

richer and spurred on inequality. However, could 

one view his attempt to impose higher tariffs on 

Chinese goods as a way of pushing up Chinese 

production costs to make American labour more 

desirable in the market. Is this an attempt to raise the 

Marginal Private Cost of Chinese workers against 

that of their American counterparts. Likewise, can 

the revenue from the protectionist policies be used 

to minimise the negative externalities felt in towns 

such as Gary and help to subsidise and create new 

labour-intensive industries. It is interesting that 
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Trump has intervened into the trade agenda in this 

way. He has supported creating Free Trade deals in 

countries where the cost of production is like that of 

the USA. Is this an attempt to solve inequality whilst 

reaping the benefits of trade?  

 

The development of technology and especially the 

internet is creating new opportunities for business 

which are resulting in negative externalities for our 

society as often governments fail to keep up or 

understand the technological development and its 

likely impact. Laws tend to drag behind the use of 

new technology and governments lack information 

to assess its impact on the society. Whilst these new 

externalities are less important than inequality they 

will need addressing over time. On a recent trip to 

Berlin my thoughts on externalities started to hone 

in on the use of electric scooters and bikes  which 

people can rent in the city  when required to travel 

from A to B. Scooters and Bikes are being made 

available in many cities worldwide in this way 

whereby they can be picked up from any location in 

cities. On the surface the electric scooter and even 

better the option to rent a bike may lead to the 

positive externality of cleaner and healthier journeys 

in our society. The sharing of these resources and 

ease of availability mean that individuals could 

optimise their usage and encourage positive 

decision making in this area when choosing a mode 

of transport.  It was pleasing to see so many people 

using these forms of transport especially cycling for 

which I feel has a benefit on society.  The German 

government spent along time considering whether 

to permit scooters and put measures in place to 

confine their usage to roads, and thus mitigate the 

externality, by making each scooter have a number 

plate with insurance.  

 

Whilst on the outset electric scooters and bikes 

could be seen as a positive externality as I spent 

more time in Berlin one could start to question 

whether rental electric scooters and bikes were 

indeed a positive externality. Throughout the city 

electric scooters and bikes were available but these 

had often been parked by those who had hired them 

in appropriate places such as in the middle of 

pavements in front of historic buildings to the 

detriment of pedestrians the disabled and tourists. 

The absence of docking stations has led to them 

being scattered all over the city.  This is also true in 

London where bikes are being dumped into Canals 

and left as part of a piece of unnecessary pavement 

furniture in places.  In Belin the scooters did venture 

on the pavement and enforcement was difficult.  

After a few days it seemed clear that the German 

government would need to revisit this area and 

introduce more regulation for Scooters and Bikes. 

London at this point does not have scooters as they 

are not permitted under the Road Traffic Act 1988. 

Perhaps this piece of legislation will stop this 

potential externality in London or allow its 

introduction more gradually by considering the 

experiences and best practices globally. London too 

has had problems with dock less bikes scattered in 

some parts of the city. Perhaps the only solution is 

to amend legislation to ensuring firms provide a 

suitable docking system.  

 

 
 

It is pleasing to see so many people cycling in cities 

such as London and Berlin. This mode of transport 

does have numerous health benefits as well as helps 

with tackling the negative externalities associated 

with the environment. Some would say that cycling 

is a major positive externality.   One of my 

observations from my recent visit to Berlin is that I 

noticed many cyclists not wearing a helmet and not 

wearing any high visibility clothing. Is this again 

Market failure at its best, whilst developing the 

opportunity for people to cycle more frequently and 

easily should there not be more information as a 

prerequisite from firms and the government as to the 

risks and safety implications? In London TFL have 

been actively involved in developing cycle lanes 

and making the city a safer place in which to ride. 

Irrespectively there have been numerous accidents 

and many cyclists are being encouraged to take out 

insurance if they are involved in an accident. Whilst 
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this is not mandatory should this be made so, as to 

raise the marginal private cost of the activity and 

make sure people appreciate the risks? 

 

In terms of other modern-day externalities people’s 

consumer driven and convenience-based lives are 

seeing the development of new externalities which 

perhaps needs more attention from government.  For 

example, the excessive use of packaging on fast 

food is seeing little attention globally. We have 

heard the news about the rise of plastics in our 

oceans, but the availability of fast food and 

excessive packaging used by supermarkets and 

firms will nevertheless impact on ocean wildlife.  

 

 
The growth in use of single use plastics especially 

for bottled water and food packaging demonstrates 

that firms are not being challenged to reduce the 

production of plastic bottles and use recycled 

alternatives. Fewer than half of the bottles bought in 

2016 were collected for recycling and just 7% of 

those collected were turned into new bottles (source: 

The Guardian). Bottled water is a fast-growing 

market globally and governments need to deal with 

the negative externality in relation to its packaging. 

Whilst drinking more water is a positive externality 

for society its packaging is somewhat an unintended 

consequence.  

The role of technology combined with the media has 

also caused negative externalities to develop. The 

pay television market has seen growth occurring 

through its delivery of sport. Whilst developing the 

keen interests of future sportsmen and women is 

seen to be positive within our society for well 

balanced lifestyle pay television of sport. The Pay 

TV market for sport has pumped much needed 

finance into some sports especially football.  

However, it has also caused negative externalities. 

The number of children playing sports such as 

cricket has declined as it has been televised on pay 

television. Perhaps a link back to the theme of 

inequality here but those who cannot afford the 

luxury of pay tv and sporting events are not pursuing 

an interest in some sports. The loss of sporting talent 

in the future due to their being a payment required 

or little access via free to air stations means the 

future of sports could be placed in jeopardy. There 

is also the loss and appreciation of the role of sport 

in our culture if it is not widely available.  Not only 

has pay tv for sports meant more sport on television 

it has led to more adverts in relation to betting before 

and at half time during the match.   During the 2018 

world cup the average viewer was exposed to more 

than 90 minutes of betting adverts on free to air 

television. This exposure encourages gambling in 

children and was the biggest type of advertising at 

the world cup.  The growth of betting adverts has 

significantly increased since the government 

relaxed restrictions in 2007. Perhaps government 

failure has occurred here with respect to this 

negative externality. Some are calling for more 

intervention and taxation to be introduced as a way 

of helping to reduce the impact of the externality.  

 

Another negative externality associated with the pay 

tv sports market is the behaviour and image of 

sportsmen and women. In many ways sportsmen 

and women act as role models to our children. 

However, Pay TV has allowed the screening of poor 

behaviour to occur, and many feel that it has given 

a platform for players to behave badly and build 

certain images of themselves. As a football coach 

outside of the world of Economics I have seen the 

behaviour of players deteriorate over the years and 

the blame firmly lies with the Sports Television 

market. Players such as Wayne Rooney screaming 

into the television camera when scoring a goal, 

players questioning every decision of the referee are 

clear to for the eye to see. This makes good 

television for the sports fan, but the behaviour is not 

questioned and players outside simply copy it in 

smaller scale games imposing a negative externality 

in the beautiful game. Players who paint themselves 

with costly tattoos are also given exposure and the 

growth of this market has significantly increased. 

Whilst a many of the tattoos add and could be 

perceived as positive externality many end up trying 

to get them removed at huge cost.  Thus it is clear to 

say that technology and the media have again caused 

some externalities with many of the negative ones 
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requiring more action to re correct by the 

government. 

 

I like to visit museums and I welcome making 

museums free in London. This is a positive 

externality in my opinion.  Making museums free to 

access has provided many with the opportunity to 

explore different areas of interest. However, this 

model has not been duplicated worldwide and 

charges remain in many cities. If we are to enrich 

our society should we be opening the doors to 

museums and making them free?  Some here would 

say that this has been to museums’ detriment as they 

are now too crowded a negative externality and 

overproduction and cannot afford new exhibits. One 

could perhaps link to the free rider problem as some 

people pay perhaps via taxation, some who don’t: 

overseas tourists.   If we are to generate positive 

externalities in our society attention needs to be 

given to the longer-term funding. 

 

Another negative externality I frequently observe in 

my travels is that of queues. As Adam Smith the 

market with always deliver the optimum allocation 

of resources. When I am queuing, there must be 

market failure as the firm in question is failing to 

deliver enough resources for me to pay. The loss of 

time to the consumer is one that is not often valued 

but a clear externality exists. Will the use of 

technology eradicate this problem favourably for the 

consumer? 

 

I would also like to point one final area of market 

failure that I want to draw the readers attention to.  

That is of bland Pieces of advertising like “Free Wi-

Fi” This is a typical piece of advertising that is often 

displayed in business shops etc. I would at this stage 

like to point out that the market always delivers a 

price and an optimum quantity for society. So how 

can there be “Free Wi-Fi”? The answer is that there 

can’t be “Free Wi-Fi” and this is simply a cost added 

on to the goods purchased in the business.  Naturally 

one could say that I did not buy anything in the 

business offering this service but if you did use the 

facility the firm in question is probably selling and 

analysing the data for marketing purposes that has 

travelled across its network.  Many argue that 

private sector advertising itself is a negative 

externality and all that it does is to raise the price the 

consumer pays within a market.  

 

 
This article has examined both positive and negative 

externalities in the modern world.  Whilst it has 

focussed on some areas that have emerged both 

positively and negatively in recent times it does 

address or propose solutions. One area which I feel 

needs more attention which encompasses many of 

them is that there needs to be more understanding of 

the impact that technology and capital has in not 

only creating benefits for society but of the negative 

consequences it can have in creating brand new 

negative externalities. More understanding of this 

area is required as new technologies come on board 

and thought needs to be given towards the impact of 

the new product ideas etc before it leads to a welfare 

loss for society. Perhaps it is time for governments 

to work together more collaboratively to encourage 

more positive externalities without leading to the 

third-party spill over effects once a new market-

based idea are developed. Naturally taxation and 

subsidies should be used to correct or encourage the 

externality but also governments need to spend time 

fully considering the normative values that are 

ignored as part of the decision-making process. This 

involves having specialists from industry, 

government and the public involved when new 

opportunities arise.
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Citizens United vs FEC 
Campaign Finance in the US 

| Vikram Rajendran | 
 

When The Supreme Court of the United States has 

returned into the wider public spotlight recently due 

to the threat to Roe vs Wade posed by the current 

Trump administration and 

other conservative 

politicians. However, 

another Supreme Court 

ruling which may be less 

known, but significantly 

more important is Citizens 

United vs FEC. Citizens 

United vs FEC (Federal 

Election Commission) 

overruled previous decisions 

and effectively removed any 

limit to corporate spending 

on elections.  

 

The job of the Supreme Court in the US is primarily 

to make rulings on whether a certain law or action is 

unconstitutional. The constitutional obstacle to 

electoral finance regulations is the 1st Amendment. 

The 1st Amendment basically establishes freedom of 

speech, specifically that congress shall not establish 

a law which restricts freedom of speech. This is an 

issue in relation to regulations as it has been argued 

that corporate donations are a form of free speech. 

This is the opinion which was held by the majority 

in the Supreme Court and thus, led to the final 

ruling. You could argue whether there was a 

constitutional violation or not, however, either way 

this ruling has had an incredible impact on campaign 

finance and the greater American political system. 

 

The ruling immediately led to the development of 

the Super PAC (Political Action Committee). These 

are organisations which are funded largely by 

corporations and wealthy donors, who due to 

Citizens United have no limit on their spending. Due 

to the nature of their donor base and the lack of a 

limit on donations, Super PACs are inherently 

unrepresentative of the majority of society and give 

corporations and the rich a disproportionate 

influence on elections. This accompanied with 

effective ads and other tools has allowed politicians 

to become elected on the back of significant support 

from these special interests. This causes obvious 

problems as now politicians 

represent the corporations 

not the people who elected 

them. Examples of this can 

be seen with now retired 

Senator Orrin Hatch (R-UT) 

who received large 

donations from the 

pharmaceutical industry 

donating $2.8 million over 

his career. As you would 

expect this resulted in Hatch 

blocking regulations which 

would restrict the industry 

such as the Dietary Supplement Health and 

Education Act and the Affordable Care Act. 

Therefore, as Citizens United increased the 

influence of corporations and lobbying groups on 

government and elections, it has prevented 

legislation which has popular support such as basic 

forms of gun control.  

 

As well as this from an economic standpoint it has 

also helped to exacerbated income inequality as not 

only has it increased the influence of corporations 

but also of wealthy individuals. This has resulted in 

tax cuts for the richest and little to help the poor, this 

is in large part following the Republican principle of 

‘trickle down economics’ which states that these tax 

cuts will cause increase spending on the rich which 

will benefit the whole of society. However, the rich 

spend a far smaller proportion of their income 

compared to the working and middle classes so the 

impact of tax cuts on output is minimal and 

essentially ‘trickle down economics’ doesn’t work. 

Thus, Citizens United and the wider issue of 

campaign finance and lobbying has led to a political 

system in the United States which magnifies the 

voice of wealthy individuals and corporations and 

diminishes that of regular people leading to damage 

to both society and the economy. 



The Olavian Economist      Europe, Americas and Africa 

24 

 

The 2020 US Presidential Election season in what 

may seem bizarre to us in the UK has already begun. 

In the Democratic primary PAC funding has been 

almost non-existent as the party has moved slowly 

more towards the left, meaning significant PAC 

money would not be good for a candidate. However, 

a noticeable difference can be seen when large 

individual donations are compared to small 

donations (less than $200).  

 

Of the four frontrunners Senator Bernie Sanders (D-

VT) and Senator Elizabeth Warren (D-MA) lead on 

small donations (60% and 48% respectively), 

however Senator Kamala Harris (D-CA) and Joe 

Biden both have a majority of donations coming 

from large donations (57% and 62% respectively). 

This highlights how even though in the Democratic 

party PACs may be dead, wealthy individuals are 

still able to disproportionately influence elections. It 

is no surprise that Harris and Biden tend toward the 

more moderate of the Democratic party whereas 

Sanders and Warren are both proposing radical 

measures to address inequality which the wealthy 

fear. Furthermore, in the actual election the 

Republicans have no such issue with using PAC 

money and so should Trump win the status quo will 

largely remain. 

 

The fate of Citizens United and campaign finance 

reform largely lies with the result of the 2020 

Presidential election. All four of the Democratic 

frontrunners have supported a constitutional 

amendment reversing Citizens United and further 

reforms such as Sen Sanders suggesting the removal 

of large individual donations as well. However, a 

Democratic victory although looking likely is not 

guaranteed and should Trump win progress would 

be difficult as he is by no means a supporter of such 

reforms. Furthermore, it is likely that Supreme 

Justices Ruth Bader Ginsburg and Stephen Breyer 

who are both in their 80s may be forced to retire 

during a second Trump term leading to two new 

conservative Justices and generational damage to 

progress. Another obstacle is the Senate, this is 

because the Democrats are probably not going to 

win back the Senate despite a more hopeful map 

than 2018. This compromise would need for any 

legislation to get passed by a Republican senate 

even in the case of a Democratic administration. 

Therefore, any hope of change in the American 

political system must be met with cautious 

optimism, although in a democracy shouldn’t the 

will of the people be enough? 
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Using mobile money to improve financial inclusion 
Kenya’s attempt to allow households to emerge from poverty 

| Vikita Vaghela | 
   

With services such as Apple Pay and Google Pay, 

the concept of using a mobile phone to make 

payment is hardly a foreign concept in the UK 

today. In Kenya, however, M-PESA users have 

been able to make mobile payments since 2007. 

The mobile phone-based ‘M-PESA’ is primarily a 

money-transfer service, with over 19 million 

active users in Kenya, and 13.4 million subscribers 

outside of Kenya. 

 

 

Access to mobile money services has allowed 2% 

of Kenyan households (194,000) to emerge from 

states of extreme poverty, from 2007 to 2017. This 

is a frequently cited statistic from a 2016 paper 

published by Tavneet Suri of MIT and William 

Jack of Georgetown University, on the effects of 

M-PESA and its contribution to poverty reduction 

in Kenya. As well as lifting families above the 

poverty line, mobile money is having a beneficial 

effect in  regards to women’s livelihoods; it is 

estimated that 185,000 women moved from an 

occupation in farming to one in business as a result 

of mobile money services. It is  

 

believed that in providing women a way to easily 

save their earnings, they are given more financial 

independence in a society where they tend to be 

secondary income earners and their salary is spent 

entirely on providing for their family. This ability 

to take charge of their own money has enabled 

many women to start businesses, with a common 

example in Kenya being the shift from only 

growing vegetables to selling them at a market or 

opening a kiosk. 

 

In 2006, only 27% of Kenyans had access to 

financial services but this figure has now risen to 

over 80%. However, it is worth noting that despite 

the country’s increasing access to these services, 

which include banks and microfinance providers, 

a majority of Kenyans rely on what is known as 

informal borrowing. This is evidence that for many 

households, being introduced to the formal 

financial system does not solve everyday financial 

problems that arise; merely having access to a 

bank account will not bring a family out of 

poverty. 

 

The average Kenyan living in a rural area must 

travel several kilometres to reach the nearest bank, 

which made it difficult for the UK Department for 

International Development to provide Kenyans in 

those areas with funding. For Kenyans living and 

working in cities, M-PESA facilitates the sending 

of remittances to relatives living in rural areas, 

which previously caused problems due to the 

absence of infrastructure needed to receive post, 

and the expenses required to travel to the areas. 

This was the basis of their simple yet successful 

marketing campaign with the message ‘Send 

money home’. 

 

The 2007 Kenyan general election was a time of 

devastating political outrage and great social 

unrest, with an estimated 1000 deaths largely as a 

result of targeted ethnic violence. The outbreak of 

protests was due to the widespread belief that the 

results of the election had been rigged. During this 

time, it was those in the cities who required help as 

they were in the midst of looting and rioting. M-

PESA was used to send money to friends and 

family who were affected, to provide them with the 
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means to access food and water, and in some cases 

to move out of the area which was no longer safe 

to live in. 

 

Corruption is one of the largest obstacles which 

stands in the way of a country’s development. In 

what is a largely cash-based society, the use of 

mobile payment helps to combat this problem, as 

transactions are able to be traced with ease; 

embezzlement and other types of financial fraud 

are made much more difficult to carry out. When a 

variant of M-PESA was released in Afghanistan in 

2009, a group of the Afghan National Police 

realised that their chief had been removing a small 

portion of their cash salaries, which he could no 

longer get away with doing due to the introduction 

of the mobile payment service. 

 

Moving forward, advancements are currently 

being made in the agritech sector building on the 

foundation laid out by the success of mobile 

money. Ken Njoroge, CEO of digital payments 

service provider Cellulant, is of the view that “to 

really win the financial inclusion battle in Africa, 

you build it in agriculture and then replicate”. With 

the launching of Cellulant’s new blockchain-based 

platform, Agrikore, Njoroge hopes to connect rural 

farmers and produce traders in Kenya with 

customers. Cellulant’s CEO thereby believes that 

Agrikore will help eradicate one of the day-to-day 

problems facing smallholder farmers - restricted 

access to buyers. The technology not only allows 

a digital wallet to be used to make payment, but is 

also able to put the farmer in contact with quality 

inspectors and registered transporters to create a 

seamless and effective system which does not deal 

merely with payment. 

 

A report from the United Nations stated that “the 

digitalisation of finance offers new possibilities for 

greater financial inclusion”. This has indisputably 

been the case for Kenya; how long before the rest 

of the developing world follows suit? 

The decline of the Argentine economy 
Why is the phrase ‘as rich as an argentine’ no longer relevant? 

| Edisa Pepa | 

 

Argentina has experienced one of the biggest 

economic transformations in just over the past 

century: from being the 10th richest country in the 

world in 1910, to their income being less than half 

of Japan and Italy's in 2000. This rapid change has 

proved difficult for Argentina and is reflected 

through the fact that the nation has the highest 

psychologist to person ration in the world. What 

exactly went wrong for Argentina for them to be the 

only country to ever regress to developing country 

status? 

 

As a naturally resource-rich nation with very fertile 

soils, Argentina dominated the global market for 

grains and meat with 7% of the world’s trade 

coming from the country. This shifted the economy 

towards export-led growth which other poorer 

countries such as Japan and Italy did with success 

post World War Two. Argentina remained strong 

after the Great Depression despite the crash in 

pricing of agricultural products; through devaluing 

the peso and other initiatives, a strong recovery was 

achieved by 1932. 
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However, after Juan Peron gained power, his 

populist ideologies including protectionism caused 

a decrease in productivity and thus slowed the 

growth of the economy. After periods of deep 

recessions and hyperinflation, Carlos Menem, a 

fellow Peronist, won the 1989 election but had an 

entirely different political stance to his preceding 

Peronist President; with a free market viewpoint, he 

opened the country up to the world market and 

increased privatisation to end the exploitation of the 

agricultural sector as a cash cow to subsidise other 

inefficient industries. Furthermore, the currency the 

‘Austral’ was abolished and a currency board was 

set up, pegging one Peso to one U.S. Dollar. Every 

peso in circulation was backed by a dollar in 

reserves and everyone was prohibited from printing 

money unless it was to exchange a dollar for a peso. 

The policy seemed successful with inflation 

dropping to nearly 0%. 

 

Despite having few transport and trade links, 

Argentina was heavily affected by Mexico’s 

‘Tequila Crisis.’ A deep recession ensued from 

1998-2002. By the end of this economic slowdown, 

the economy had contracted by 20%. This was most 

likely due to foreign investors viewing all Latin 

America countries as indistinguishable and so 

pulling out any investments they had into Argentina 

due to the ongoing crisis in Mexico. 

 

Currently, their devalued currency has resulted in 

their imports being extremely expensive, making it 

difficult for the poorer population to maintain a 

decent standard of living, amplifying the abundance 

of poverty. To tackle the extremely high inflation 

rate, currently at 54%, interest rates are also soaring 

at about 60%. The economic uncertainty looming 

over the country has resulted in capital flight which 

is a large leakage from the circular flow of income 

and a further devaluing of the Peso as it is sold to 

buy assets in other currencies. 

 

Argentina’s political and economic scene is 

continually changing and often in turmoil with 

national debt reaching over 86% of their GDP last 

year and have earned a reputation as a “serial 

defaulter” as they have borrowed money from the 

IMF three times since the 1980s, the most famous 

being in 2001 amidst their recession when they 

borrowed $95 billion USD. This paints a highly 

different picture to their economic situation over a 

century ago. Nevertheless, there is room for hope 

with growth being achieved at a rate of 2.3% in 

2017, a high literacy rate of 99% and a wealth of 

natural resources which can help Argentina return to 

being a prosperous nation. 
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Are the HK Riots scaring business away? 
Where economic and social unrest overlap 

| Daniella Robson |

 

Around   Hong Kong’s recent history, and its current 

relationship with China, are two factors contributing 

to the current unrest in the region, for domestic and 

global reasons. Now, riots in the area threaten its 

political stability and society, as well as its esteemed 

reputation as an excellent investment and business 

destination. What are the reasons for the trouble in 

Hong Kong, and what damage has it caused so far? 

What concerns does this create over the future of 

both Hong Kong and its foreign investment? 

 

Under British rule as a colony from 1841, Hong 

Kong was briefly occupied by Japan from 1941-45 

during the second world war, before being returned 

to British military forces. In 1984, the British and 

Chinese governments agreed upon and signed the 

‘Joint declaration’, which set out the basic principles 

Hong Kong was to be governed by, referred to as the 

‘Basic Law’ of Hong Kong. This came into effect in 

1997 and, under this agreement, it was decided that 

50 years after it had been signed (2047), the special 

level of autonomy granted to the region would be 

terminated. 22 years on, the implications of this fast 

approaching deadline are proving problematic.  

 

Internally, and on the global stage, it is clear that 

Hong Kong is becoming closer and closer to China. 

The region will continue to do so particularly once 

it loses its specific level of autonomy, as a ‘special 

administrative region of China’. This shift is being 

deemed problematic for numerous reasons, and has 

seen protests as a result, causing huge complications 

for the city. These began on March 31st of this year 

and have continued for now almost 5 months. The 

proposed extradition bill in Hong Kong sparked 

these protests – they have now however seen a 

dramatic shift in direction, becoming a huge 

political movement characterised by the recent riots.  

 

 
 

One of the reasons that the looming 2047 deadline 

is causing so many problems is for fear over 

increased Chinese involvement in Hong Kong. This 

in turn would cause issues for the territory. Since 

gaining independence and even before while under 

British rule, Hong Kong gained a status as a premier 

destination for business and investment in Asia, 

ranking as the continent’s 3rd largest stock market. 

Some of what made Hong Kong able to achieve 

such a huge status in terms of the world’s biggest 

areas for investment was the level of autonomy from 

China it was allowed – the region catapulted to 

become a major financial hub, and was able to do so 

in part due to its freedom and certain level of 

independence. China is however achieving growing 

influence over the city. Its increased command acted 

as the catalyst that allowed the peaceful anti-

extradition bill protests to shift into a movement 

headlining pro-democracy that has seen riots 

becoming more and more violent and disruptive.  

 

One such example was the recent riots in Hong 

Kong’s airport, where significant damage was 

caused: 55,000 passengers were affected by the 

riots, and a total of 272 arrivals and departures had 

to be cancelled. This is according to Hong Kong 

based airline Cathay Pacific. In fact, the rioters’ 

decision to target the airport can be seen as a deeply 

tactical move. The aviation sector as a whole in 

Hong Kong makes up around 8% of its GDP.  Not 

only this, the airport is crucial to all of Hong Kong’s 

activity as a global commerce and finance centre; 

the disruption to it is comparable to that of an 
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economic artery for the region and the damage 

caused was in line with this. Around 300 million 

Hong Kong dollars, equal to roughly £31.5 million, 

€34 million and $38 million was lost from Hong 

Kong’s economy due to the airport disruption, one 

analyst estimates. This financial loss was not the 

only one the airport disruption caused: tourism was 

badly affected also, with a reported ‘double-digit 

decline’ in the number of people visiting the area in 

the latter half of July 2019. Preliminary figures 

trying to gauge the extent of damage caused. 

Socially, these riots are placing a severe strain on 

the people of Hong Kong, with areas becoming 

particularly dangerous and the protests so far 

racking up 271 injuries: during the airport riots 

global media coverage reported serious rioter 

clashes with police forces.  

 

There are other reasons explaining the negative 

implications of China’s increased involvement in 

Hong Kong. As the two become further inter-

connected, the actions of one significantly affect the 

other. This is clearly demonstrated in the US-China 

trade war, of which Hong Kong has been caught in 

the crossfire. Coming at a time when the region, 

politically, economically and socially is in conflict, 

dramatically worsens prospects for Hong Kong and 

can be said to have landed it with a ‘double-

whammy’ of problems. This is because of them 

happening at the same time, and only adds fuel to 

the current protests and riots. The more difficult 

trade with China becomes, the worse a position 

Hong Kong will find itself in. Currently an 

extremely popular location for foreign investment 

and business to come to, Hong Kong is a gateway to 

the rest of Asia, and particularly China. Should the 

latter drop off in terms of international rankings for 

business and investment as trade becomes more 

difficult and complicated, Hong Kong in turn will 

suffer and become a less attractive destination for 

this sort of economic activity, upon which its 

renowned status has been built.  

 

Some businesses are already looking for alternatives 

in the continent for fear of their futures, which is 

subject to the current turmoil: the effects of the trade 

war, the ongoing protests etc have seen Hong 

Kong’s reputation for business, tourism and 

investment already tarnished. As other countries in 

Asia become easier and potentially more fruitful 

investment destinations, Hong Kong will potentially 

lose out on the kind of business opportunities it 

needs to remain a top financial hub. Should 

problems persist in the continent, all of Asia may 

have to be concerned about other areas like Africa, 

which has seen an increase in foreign investment 

and business: flows of FDI (Foreign Direct 

Investment) into the continent reached $46 billion 

dollars in 2018, which was an increase from the 

previous year at 11%.  

 

Unfortunately for Hong Kong, the level of damage 

already done so far exceeds that of its airport 

disruption. There are serious fears over its future 

should such issues continue. Many businesses, for 

fear of the safety of their employees and the security 

of their investments, are looking to other 

destinations for their businesses, if they have not 

moved already. Should the current situation 

continue much longer, this will only worsen, and 

could result in both the loss of businesses and 

investments already founded in Hong Kong as they 

move elsewhere, and the loss of potential investors 

who no longer deem the region a safe enough 

destination for their money. In June, 3 months into 

the protests, bank branches near to the riots were 

forced to shut due to the level of danger and tensions 

in the crowds, protesting.  

 

With such dramatic problems in the capital, there is 

pessimism surrounding its future. Director of policy 

and research at the Chinese university of Hong 

Kong, Dr Law Cheung-Kwok, predicts a severe 

tarnishing of not only the normal function of the 

whole airport but Hong Kong’s aviation industry as 

a whole. Protests determined to fight for the special 
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rights of the region are now feared to be threatening 

its livelihood – a growth rate of 0.5% was seen by 

in the area from the latter half of 2019, the slowest 

rate of growth to be experienced there since the 

global financial crisis. In accordance with this 

dramatically low rate, the government of Hong 

Kong, where its predicted growth forecast was 2-

3%, have lowered this figure to 1-2%.  

 

It is clear then, that the current crisis being 

experienced by Hong Kong will only continue to 

cause increasingly worse damage to its own 

economy, should problems remain unresolved. This 

would mean further loss of investment, as its 

reputation for being one of the best investment 

destinations in Asia is stripped away, further 

complications in its relationship with China, and 

therefore the world, and its own people are also 

forecast. These protests will go down as an 

extremely difficult period in Hong Kong’s history, 

ahead of its 2047 autonomy deadline. What can be 

hoped for the economic future of the capital? Will it 

maintain its reputed investment position, or will 

tensions in the region cause an even more severe 

economic downturn for itself?

                                                          

How has rapid population growth affected India 
Has rapid population growth been a negative for India’s economy? 

| Riki Yanagida |  
  

Developing countries’ such as India are often 

subject to the issue of Rapid population growth. An 

issue that has caused population in India to double 

since 1980 and now means that India is projected to 

reach a population of 1.7 billion by 2050. 

 

There is a plethora of reasons that have caused this 

spike in population. A general trend in the world is 

that death rates are declining, and this is the case in 

India as well. However, in addition to this, birth 

rates in India remain high leading to mass increase 

in population. Moreover, Population Policies and 

other measures have cause fertility rates to fall yet 

comparatively they are still much higher than other 

countries. The concept of early marriage still 

prevails with the average marriageable age in 

urban areas being 21 and even younger in rural 

areas being 18-20. Impoverished families have the 

notion that the more children they have the more 

income they will receive and on top of this India 

still lag with the use of contraceptives and birth 

control methods. Finally, since the age-old thought 

that sons are the bread earners in families still 

exists in India, there is considerable pressure on the 

parents to produce children till male child is born. 

All these factors have provoked the rapid 

population growth in the late 20th and early 21st 

centuries which has had a great impact on the 

development of the Indian economy. 

 

Despite sustaining rapid levels of GDP growth for 

the last 2 decades leading to rising per capita 

income and a reduction in absolute poverty; 1/3 of 

all people living below the official poverty line are 

in India and per capita income is $1,270 placing 

India just inside the Middle-Income Country 

category.  

 

Worsening the Food problem is one way in which 

rapid population growth has had a detrimental 

impact on India’s economy. An insufficient 

quantity of food is available which in turn 

negatively affects the health and productivity of 

workers and the population in general. In  
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combination with this, there is an added necessity 

for imported food grains from abroad to 

compensate for the inadequate food supply in 

India. A large part of foreign exchange is spent on 

food which decreases the potential for development 

in other areas of the economy. 

 

Mass unemployment is another consequence of the 

rapid population growth. Unemployment in India is 

said to be at an all-time high. Young people make 

up a significant share of the unemployed; 18.7% of 

urban males aged 15-29, and 27.2% of urban 

females in the same age category. Theoretically a 

large population size would create a large labour 

force, however due to the shortages in capital 

resources it becomes difficult to provide gainful 

employment to the entire working population. The 

lack of correlation between the high levels of GDP 

growth in India and high levels of unemployment 

alludes to the ever-present low standard of living in 

India that does not seem to be improving despite 

the supposed growth in their economy. Coinciding 

with unemployment, underemployment is also 

another facet that is a problem within the Indian 

economy. India has struggled to convert economic 

growth into good jobs, particularly for its youth. 

Even for high skilled workers, there is little or no 

job security. 

 

The burden of unproductive consumers has also 

hindered economic development in India. Rapid 

population growth resulted in the working 

population making up only 39.2% of the total 

population whilst the other 60.8% were 

unproductive workers (e.g. children, elderly people 

etc.) in 2001. The low number of workers are 

unable to provide enough labour to support the 

high number of dependents which leads to 

problems such as food shortages. Furthermore, the 

rate of capital formation has been hampered by the 

burden of dependents that has reduced the capacity 

of people to save.  

 

 

Food production is not the only area in which India 

is failing to keep up with its rapid population 

growth. The development of infrastructural 

facilities has not kept up with the population 

explosion that has occurred in India. As a result, 

there is a severe lack of transportation, housing, 

education, and healthcare to name a few. There is a 

huge ‘infrastructure deficit’ in India that has a long 

way to go before supply meets demand. The Indian 

government estimates that investments of $4.5 

trillion will be required for infrastructure. 
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Economic Impacts of Sri Lanka’s Civil War 
The struggles of the country after vicious in-fighting 

| Parithan Nuges | 
 

The Sri Lankan Civil War started on the 23rd of 

July 1983 and unfortunately lasted for 26 years, 

ending in May 2009. A group called the Liberation 

Tigers of Tamil Eelam (LTTE), also known as the 

Tamil Tigers, revolted against the government. The 

Tamil Tigers started in 1872 by Velupillai 

Prabhakaran - he was killed on May 18 2009 in a 

battle against Sri Lanka’s forces and in the same 

month the Tamil Tigers were defeated. A ceasefire 

in the early 2000s was attempted but, it broke 

down and the fighting continued. The Tamil Tigers 

fought to create an independent state for Tamil 

people called Tamil Eelam in the north and the east 

of the island.  

 

Let us begin with the immediate effects following 

the war, so the conditions around 2009. Sri Lanka’s 

GDP experienced significant growth throughout 

the war; from 1983 to 2009 the GDP per capita 

grew from $328.61 to $2095.53. The country 

continued this trend of increasing GDP - with a 

few anomalies during the war they experienced 

annual growth ranging between 4 and 6%. Previous 

to the war, Sri Lanka was experiencing 2-4% 

annual growth. Despite having increasing GDP, the 

state of mind of the country’s people was not 

reflected, nor their living conditions, amongst other 

factors. The increasing GDP hides how the war 

negatively impacted Sri Lanka. The cost of the war 

had a heavy effect on the economy; in 2007, the 

government borrowed $181,449 worth of defence 

loans from international financial markets. In 2008, 

the Sinhalese government designated $1.5 billion 

for defence and in 2009 it was expected to rise to 

$1.64 billion. The war effort was consuming about 

30% of the government’s budget and over the years 

it is estimated that it cost the country over $200 

billion. In addition to the financial costs, 

infrastructure was significantly damaged. Vital 

parts of the country’s framework were neglected 

and experienced heavy damage, which was 

worsened by the tsunami in 2004.  

 

Another effect the war had was brain drain. This is 

when skilled work workers or qualified workers 

leave the country. The danger from the war caused 

educated individuals to flee the country and due to 

the war thousands died. This left Sri Lanka with 

low-skilled workers and therefore a weak 

foundation on which to build the country back 

from. Furthermore, the national trade deficit has 

widened by 78% between 2007 and 2008, to $5.17 

billion. The national currency was depreciating at 

the time, which led to further instability. The 

overvalued currency drained from foreign reserves 

and imposed a big risk for Sri Lanka’s budget. 

 

A major source of income comes from tourism and 

the government expected it to be an important 

growth mechanism. Therefore, they looked 

towards tourism to help boost their economy. 

However, due to the outbreak of war, tourism fell. 

In 2007, Sri Lanka experienced an overall decrease 

in tourists of 11.7% compared to the previous year. 

In 2008, there was a 31.4% year-on-year decrease 

in visitors for August 2008 and in 2009, a further 

10% was to be expected.  

 

Despite the war ending just over ten years ago, the 

country is still feeling the effects left behind, which 

you can consider the “battle scars”. Years after the 

end of the war, the northern area struggled and 

continued to struggle to develop. The north is made 

up of five districts: Vavuniya, Mullaitive, Mannar, 

Kilinochchi and Jaffna. These areas suffered the 

worst damages as they were the LTTE’S 

headquarters and where the government aimed 
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their attack. To determine the exact economic 

losses is near impossible, experts say. “You won’t 

find any such data. Even much of the gross 

domestic product (GDP) numbers were estimates 

as data collection by government agencies was not 

permitted,” says Dushni Weerakoon, deputy 

director and head of macroeconomic policy at the 

Institute of Policy Studies of Sri Lanka. In the 

years following, the nominal GDP growth 

increased rapidly to more than 20%, but growth 

slowed to 8.3% in 2014. which may seem high; 

economists state it is due to the low base effect. 

The area only contributed 3.6%, which is the 

lowest among the country’s nine provinces.  

 

It was thought that the former president Mahinda 

Rajapaska did not do enough for the ethnic Tamils 

however, this changed when he was replaced by 

President Maithripala Sirisena. Since he took over 

in 2015 he has been praised for peace measures. 

The problem of actually benefiting economically 

was still an issue in the northern provinces. Several 

of the families were left in poverty, with no jobs 

and extremely poor living conditions. According to 

a household income survey, done in 2012-2013, 

the median monthly household income was about 

$37. Recently, Sri Lanka as a whole has about a 

4% unemployment rate. however, in 2014 it was 

said that about 60% were in the main northern 

towns. Agriculture is still the foundation of the 

northern economy, but heavy investment is needed 

to create more jobs and upgrades of capital goods. 

 

There is still a racial division within the country. 

Devolution of the northern and eastern powers is 

the 13th amendment in the Sri Lankan constitution, 

but it has never been implemented. A power 

sharing structure is what is needed to resolve this 

divide, but there is no one solution in which this 

can be implemented. Furthermore, the government 

has yet to comply with the U.N.’s request to set up 

a stable judicial mechanism in a war probe of 

alleged human rights violations. The president 

offered to the U.N that a truth and reconciliation 

commission could be set up but the U.N. stated the 

country was “not yet ready or equipped”.  

 

For the northern areas to truly start prospering, 

private investment is needed, especially in areas 

such as healthcare and trade. Cargills Ceylon 

considered investing around $5 million into the 

region in 2016, after building the $6 million 

Cargills Square Jaffna in 2015.  At the end of 2016 

it is estimated about $15 million was invested, 

which has greatly improved infrastructure. More of 

this is needed as it helps create a large amount of 

jobs and a multiplier effect which can boost the 

country’s economy.  

 

In conclusion, Sri Lanka is continuing to struggle 

despite it being a decade since the end of the war 

and this is visible through statistics and visiting the 

country. Investment is needed for the country to 

move forward, desperately. 
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Are ‘sin taxes’ the right path forward? 
If the vice is right 

| Kanav Gupta | 
  

The discussion on sin taxes are emblematic of the 

current rift between proponents of both sides of the 

political spectrum with how much the government 

should intercede. Sin taxes are a flat tax on what are 

considered to be socially harmful goods which can 

range from cigarettes to alcohol to sugary drinks. 

The taxes are collected from the producer which 

would either increase the prices for consumers, or 

force the companies to change how harmful their 

products are in the hope that this will either reduce 

usage of those goods, or if the company changes 

their product it would reduce the amount of damage 

that these goods are doing. Recently many countries 

have started to employ these taxes more and more in 

their public policies as obesity is increasing with 

over 60% of adults being considered overweight in 

the UK. 

 

An example of this would be the sugar tax that came 

into effect at the beginning of 2019 which targets the 

amount of sugar in soft drinks. There was an uproar 

when a few companies like Fanta and Lucozade 

changed their recipes in order to not pay the tax of 

24p per litre for drinks with more than 8g of sugar 

per 100ml. Likewise, Pepsi and Coca-Cola faced 

some backlash for increasing their prices and at the 

same time decreasing the size of the bottles as they 

didn’t want to decrease the amount of sugar in their 

drinks and change their recipes. The tax in itself did 

not raise much money for the government but it 

could be said it has had the effect of making 

unhealthy drinks either more expensive or slightly 

less unhealthy by reducing the amount of sugar. 

 

Taxation on socially harmful goods in general 

would be leaning more towards a left wing policy 

which follows the trend of liberal policies of  

 

increased taxation leading to increased government 

intervention into its people’s lives. The effects of 

these unhealthy habits are well documented, for 

example sugary drinks and ‘junk food’ cause 

obesity which leads to a whole host of other 

problems such as diabetes, higher risk of cancer,  

 

cardiovascular diseases and strokes. Tobacco in 

cigarettes can increase your chance of lung and  

 

mouth cancers amongst many other complications, 

and alcohol can cause liver damage plus other drink 

related incidents such as drink driving, and alcohol 

related domestic violence. Complications from 

obesity related diseases or issues cost the NHS 

around 2.5 billion pounds a year, which is money 

that could be used to deal with the current pressures 

that the health service is facing at the moment. The 

extra price of these products could be just enough 

incentive for some people to reduce their 

consumption or to quit using these products 

altogether. 

 

Since poorer people are the biggest consumers of 

many of the unhealthy goods especially cigarettes, 

they are also by far the most responsive to sin taxes 

which would mean that people below the relative 

poverty line would receive roughly 45% of the 

overall benefit of cigarette taxes even though the 

number of people below the poverty line make up 

far less than 45% of the population. The relatively 

small increases in price can have outsized health 

impacts especially for those on lower incomes. 

 

It is undeniable that most sin taxes do change the 

habits of consumers at least a small amount. For 

example on average a 1% increase in the price of 

tobacco products or alcohol leads to around a 0.5% 

decrease in consumption of those products which is 

a meaningful decrease however it also shows that 

these products are price inelastic. While sin taxes do 

change the behaviour of consumers, the biggest 

problem with them is that alcohol, tobacco and 

sugar are all very addictive substances. Even if the 

prices were dramatically spiked up people won’t be 

as responsive to change especially in comparison to 
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other non-addictive goods as the reason many 

people smoke or drink is for social occasions or 

simply being addicted to the substance which makes 

it hard to stop consumption, or if it becomes too 

expensive moving onto different products for their 

addiction or moving to unregulated black markets.  

 

One study in 2015 found that once the price for beer 

became too high for teens in a state, they switched 

to marijuana which is arguably a worse product. 

Another example of this is consumers in higher 

taxation states in the United States like Vermont 

tending to buy cigarettes with higher tar and nicotine 

content in them in order to get more of the addictive 

substances per pack.  

 

Another key disadvantage and the one that is most 

commonly brought up in discourse of sin taxes is 

that they’re regressive as it is a flat tax (as opposed 

to a progressive tax) so it will take up a greater 

proportion of a poorer person’s income in 

comparison to a wealthy consumer. And not only 

that, statistically poorer people below a certain 

income bracket are twice as likely to smoke so the 

sin taxes become doubly regressive as they are 

isolating those who have a lower income, which is 

an argument that Boris Johnson recently used (albeit 

with Tate and Lyle being one of the largest sponsors 

of the Conservative party conferences) when 

making a case for reducing sin taxes. The big 

problem some people and some economists have 

with these taxes is whether we should really be 

forcing those who are the least well off in an 

economy to specifically change their behaviour, as 

this essentially just becomes a tax on being poor. 

Wealthy people have the choice of changing their 

behaviour or not but once these goods go out of 

poorer people’s income bracket then they have no 

other option but to modify whether or not they 

smoke, drink or have junk food. The whole point of 

sin taxes in the first place is to make unhealthy 

goods more expensive on a relative basis to give 

consumers more incentive to stop using them, not 

just making the poor even poorer.  

 

One of the main reasons that people have for 

implementing sin taxes is that it raises money for the 

government from unhealthy behaviour, but this isn’t 

much revenue raised. As an example, the tax on 

sugary drinks from this year is predicted to only earn 

about 240 million pounds a year which in context is 

about 0.08% of the total earned from just indirect 

taxes by the government. This brings to the forefront 

the question of how much the monetary value of sin 

taxation is really worth to the government. 

 

A slightly morbid yet still totally valid reason for not 

putting taxes on cigarettes is that on average a 

smoker’s lifespan is decreased by 10 years in 

comparison to non-smokers. This means they would 

die before drawing on government funded pensions 

in addition to people who live the full extent of their 

years tend to have a wide range of age-related 

diseases which costs the NHS money to deal with. 

In America, 27% of the Medicare budget is spent on 

people living the last year of their life (in their 70s 

and 80s) so this has potential to save immense 

amounts of taxpayer money. There have been 

estimates that after you take into account all the 

factors such as welfare and crime that early deaths 

from tobacco would actually give the government 

an extra 14 billion pounds a year, and early deaths 

from alcohol would give them around 6 and a half 

billion pounds.  A case could very well be made that 

if it doesn’t cost the government money, unlike with 

obesity and alcohol related incidents, then smokers 

should be allowed to do what they want provided 

opportunity for second hand smoke in public place 

is very small and there are minimum negative 

externalities.  

 

There have been suggestions for how sin taxes could 

be modified in order to increase their effectiveness 

or just to reduce how regressive they are. One 

economist from MIT has suggested that in a perfect 

world, taxes on sugary soft drinks and other junk 

foods should not be done by a flat tax, but on the 
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BMI of the consumer which would avoid specific 

targeting of those on lower incomes who are not 

necessarily unhealthy. It would also solve the issue 

that if you are a healthy person then you should be 

allowed or just not discouraged from eating junk 

food as part of a varied diet. However there are so 

many problems with using BMI as a measure of 

health, and also it fluctuates on a daily basis, so it 

would be hard to consistently change and prove. 

Some other suggestions are simply outside any 

Overton window for viable public policy proposals 

and are just too impractical to effectively implement 

or enforce. 

 

A problem with sin taxes is that they are just far too 

blunt and tax different products in the same way. If 

they are used to try and reduce the number of 

alcoholics for example, people who only drink 

occasionally are taxed in the same way as serious 

alcoholics who are doing harm to both themselves 

and others through their actions while drunk. The 

most suggested method of dealing with this issue is 

only placing higher levies on the products which are 

more popular with heavy drinkers such as spirits. 

Another slightly more contentious idea could be to 

give certain income brackets exemptions on taxes 

on unhealthy food and drinks which could remove 

one of the biggest problems with sin taxes as they 

decrease the amount of affordable food options 

available and their ability to make the choices they 

want because of their lower income. However again 

this could hugely reduce the amount of good that the 

taxes are able to do in the first place for the health 

of people. 

 

By far the most effective way of reducing how 

regressive sin taxes are is to earmark the revenue 

earned from them and to put it into social welfare, 

which could include social housing, increased 

benefits, a greater number of youth outreach 

programs and helping people get skills training in 

order to get back into work. This will directly help 

those who are affected by these taxes are and try to 

even the playing field a little bit. For smoking in 

particular, its difficult situation as taxing tobacco 

products is a very popular policy for getting voters 

and it makes sense for the government to try and 

help those smoking to quit by pushing up the prices. 

However as seen above, the government would 

theoretically gain by reducing the lifespan of 

smokers in order to possibly divert more funding to 

the NHS for example. You could very easily make 

a case that the best policy for this would be 

educational campaigns warning people about the 

dangers of smoking in order to reduce any potential 

information gaps and making support more easily 

available alongside essentially cutting out all areas 

where people can inhale second hand smoke, and 

then reduce the amount of tax on tobacco products. 

The alternatives to sin taxes are can vary in range 

and scale from pretty run of the mill educational 

adverts, teaching in school and trying to get it 

instilled in society from a young age that they 

should try their to best to avoid these socially 

harmful goods to far more draconian measures like 

straight up banning products but that’s really 

unlikely because the soft drink and tobacco industry 

have a huge lobbying power and it would not at all 

be popular with voters.  

 

The policy of ‘sin taxation’ perhaps needs to be 

dealt with in a more nuanced fashion by today’s 

politicians. Sin taxes do help change the behaviour 

of smokers, drinkers, and the obese but the amount 

of damage that is internalised is a very controversial 

matter with no clear answer with different 

viewpoints and arguments to be made by both sides 

of the aisle with libertarians and opponents of the 

so-called ‘nanny state’ et al strongly believing that 

the hidden negatives of sin taxes are substantial 

enough to call for their elimination but a closer 

examination of how much the government has a 

responsibility to intervene in the health of its 

population.  
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Narrative Economics 
Insight beyond numbers  

| Maisie Zheng | 

 

Applying the logical world of mathematics to the 

irrational and unpredictable world of human beings 

seems inescapably flawed, but its necessity is 

justified. Economics oversimplifies human 

behaviour because it has to; it is merely impossible 

to accommodate for every single factor that may 

influence an economic system, particularly on an 

aggregate level, and this gives rise to generalisation 

and assumption making (e.g. ceteris parabis). The 

systematic and rigorous framework of numbers 

allows this to be put into practice, making 

economics, essentially, an attempt to make sense of 

an irrational world using rational thought. 

 

However, the future is unpredictable and cannot 

simply be calculated, calling for changes to the 

orthodox model. The lack of human aspects in a 

fundamentally human 

discipline is an obvious 

flaw – economics is, after 

all, a social science, and 

treating it as a hard science 

is arguable where outdated 

models have failed. The 

recently popularised 

‘doughnut economic 

model’ by Kate Raworth is 

one step forward, providing 

a more human-based 

perspective to measuring 

economic performance, but to develop further we 

must learn what is driving this performance, and this 

comes from a more nuanced understanding of 

human behaviour or heuristics. The way people 

think influences the way they act, therefore knowing 

how people think can help determine how they act. 

Getting inside the heads of these economic agents is 

an approach that Yale economist Robert Shiller 

embodies in his theory: narrative economics. 

 

Narrative economics is defined by its creator as the 

‘spread and dynamics of popular narratives’ – 

‘how human interest and emotion develop over 

time’ and how this translates into the economic 

fluctuations that at times seem almost entirely 

random. They are essentially human works and 

they are what human minds are most engaged with. 

A narrative itself does not just mean a story, but 

rather, a ‘stimulus to some emotional response’, 

appearing when we interact with others in the form 

of anecdotes, and appearing when we sleep in the 

form of dreams. A journalist will admit that to 

make a piece of news compelling you must turn it 

into a narrative. A hopeful entrepreneur trying to 

pitch to millionaires on dragon’s den likewise does 

so by telling a story. Shiller explains that we must 

move on from the economic assumption that 

people think rationally,  

 

because we all know that they certainly do not. 

Economists must study how people actually think 

— and we think in stories. 

Perhaps economic events are 

as they because of the 

prevalence and vividness of 

certain narratives at the time, 

and by studying them this will 

provide further insight into 

how people behave, and why.  

 

 ‘Affect heuristic’, a mental 

shortcut that allows people to 

make quick decisions and is 

largely influenced by the 

emotion of the individual at the time. This can be 

seen through the proven increase in economic 

confidence as a result of the World Cup outcome, 

and consumer preference for certain items based on 

the background music in advertisements. Narratives 

can also manipulate emotions and influence 

economic decisions. For example, a study 

conducted by William Goetzmann and Dasst Kim 

from 1989 to 2016 involving investors and high-

earning American salary owners shows that these 

people generally have a disproportionately low risk-

tolerance response to during the period of the stock 

market crash. However, seemingly unrelated 

narratives can also have a notable influence. News 
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stories such as an earthquake 30 miles from a test 

individual’s postcode within the last 30 days 

generally triggered a significant spike in risk 

assessment in their financial decision-making.  

 

CASE STUDY: THE GLOBAL FINANCIAL 

CRISIS 

 

 
 

The immediate triggers of the Global Financial 

Crisis of 2008 are plain to see – easy availability of 

credit, subprime mortgage-backed loans, the 

bursting of the housing bubble etc., but how did it 

get so severe? The atmosphere during a recession 

and people’s general outlook of the situation 

depends on how the narrative is told and the 

emotions provoked. By 2009, the IMF estimated 

that large US and European banks lost more than 

$1 trillion on toxic assets and bad loans. The news 

was calling it ‘the next Great Depression’. This 

association was immovable and worsened the 

pessimistic outlook of society. The association was 

also seen in the events of the story, the structure of 

the narrative, which fit so perfectly with the 

memories people had of the Great Depression. 

Psychologists Daniel Kahneman and Amos 

Tversky’s representativeness heuristic – similar to 

that of the availability bias – refers to how people 

judge current events by their similarity to memories 

of past events. Narratives that seem to repeat 

themselves make people more inclined to believe 

that the outcome will be the same. The massive bank 

failures of the Great Depression story were repeated 

in the collapse of the Lehman Brothers investment 

banking company in 2008. The Roaring Twenties 

was reincarnated in the rise in asset prices and boom 

in economic demand from 2002-6 (see figure 1). 

And after these euphoric periods of growth the Wall 

Street Crash of 1929 and the 2008 crisis followed. 

Consumer and business confidence duly 

plummeted, economic activity dropped, and the 

crisis worsened.  

 

 
 

The alternative name for the crisis, the ‘Great 

Recession’, is another example of the same 

principle. A grandiose name for the narrative and its 

relation to the Great Depression preceding it makes 

the narrative spread like an epidemic, causing the 

fall in animal spirits to be amplified the more people 

heard it. Figure 2 depicts how stories were affected 

by this as the news industry caught on. A spike in 

the number of times ‘Great Depression’ appeared in 

articles proves the unmistakable association 

between the two events in the stories people are 

reading and hearing, and this then translates into 

their own narratives, which then shifts into their 

own thoughts and actions. It is conceivable, 

therefore, that the naming of the event might have 

been ‘a self-fulfilling prophecy’ by creating anxiety 

and uncertainty, and this helped to worsen an 

already-declining world economy.  

 

Currently, narratives are becoming increasingly 

digital and therefore more widely uploadable and 

accessible. This means that narratives are more open 

to becoming viral, however also more open to being 

factually incorrect. The international word of the 

year 2017 according to the Oxford dictionary was 

‘post-truth’, begging the question: are our narratives 

becoming more and more false? The rise of fake 

news is concerning, as less truthful narratives with 

wishful thinking actually add to their contagious 

nature and therefore have a much bigger impact. 

News companies aim to make narratives work in 

their favour, bending the truth with gripping 

headlines in order to stay relevant and secure sales 
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in an extremely competitive industry. Little do they 

know the impact of these narratives on other 

seemingly unrelated narratives in the world of 

economics, even with these affected narratives 

possibly featuring in the same newspaper. 

Politicians are also guilty of mastering narratives to 

gain popularity, however not even the most skilled 

politician can control the progression of such 

narratives and their role in economic forecast. For 

example, Trump’s ‘think big live large’ persona 

with stimulus tax policy to boost consumer demand 

and entrepreneurial zeal paired with his persona as 

a ‘business genius’ in his role on the TV show ‘The 

Apprentice’ may make his narrative a script for 

certain individuals to follow, and this may influence 

them to spend freely and lower their risk factor 

awareness. In the modern world however this 

narrative based substitute for rational thought is 

literally poison.  False narratives that catch on due 

to their being emotionally appealing to the 

individual become entrenched and are almost 

impossible to shift.  Recent narratives that spring to 

mind are Peak Oil, Y2K, vaccine scares, Resource 

Wars and of course Brexit economic disaster. 

 

We must play closer attention to narratives and how 

they may affect propensity to consume, the starting 

of new businesses, the hiring of new employees, and 

animal spirits in general. Economics is already a 

broad discipline, encompassing elements of 

psychology, sociology, political science and history 

in its way of thinking, but there is more to be done. 

There is a strong and direct link between humans 

and narratives, and yet very little said about them in 

the study of humans in the economy. With more 

associations to narratives, economic policies would 

be more aligned with the experiences of the people 

they intend to serve, rather than adopting a more 

theoretical stance. But this is not easy; narratives are 

difficult to analyse and quantify. There needs to be 

bigger data and better algorithms of semantic search 

will bring more credibility into the field, building on 

the graphs shown in this article. Textual analysis 

and semantic searching are a small but expanding 

area in economic research that will become stronger 

over time to gain more insight into past economic 

events and formulate current economic policies 

moving forward. It is unrealistic to demand that 

economists deliver unfailing forecasts, but since 

economics controls almost every aspect of life, it is 

important that we try to get it right.  
 

 

Keynesianism in the 21st Century  
A Slow Rebirth? 

| Dylan Evans | 

 

On the 5th December 2008, in a Guardian opinion 

piece, the American left-wing economist Joseph 

Stiglitz declared, in the aftermath of the 2008 

financial crisis, that “we are all Keynesians now”. 

For Stiglitz, this reflected his long-held view of the 

relevance of Keynesian policy ideas but, then, this 

view was appearing to be more widespread, with the 

BBC’s current affairs programme Newsnight 

running a segment on Keynes. This article will 

explore both what happened to Keynesian theory in 

the first place and, secondly, whether it has returned. 

 

For the period after the Second World War until the 

period of stagflation (low economic growth and a 

high rate of inflation) at the end of the 1970s. The 

principal tenet of Keynesian policies was founded 

on the idea that aggregate demand is volatile and 

that this volatility should be limited with fiscal and 

monetary demand-side government policies. These 

were formulated primarily in response to the Great 

Depression of the 1930s and, in this scenario, 

advocated a reduction in interest rates and an 

increase in government spending on infrastructure. 

The Keynesian model also assumes that low levels 

of economic growth would be combined with low 
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levels of inflation and, hence, Keynesian policy 

tools would be able to address, for example, low 

economic growth, without causing high levels of 

inflation. However, in the case of stagflation, these 

did not work. Any attempts to tackle high levels of 

inflation would further worsen economic growth 

and any attempts to tackle the poor growth would 

have caused higher levels of inflation. As a result of 

this, governments under James Callaghan and, later, 

Margaret Thatcher began to move away from 

Keynesian policies, with a decline in government 

involvement in the markets and the return of a 

laissez-faire approach to the economy. 

 

Keynesian policies were initially born out of a crisis 

and, in 2008, another crisis gave them the 

opportunity for a return. The building blocks of this 

displacement of free-market policies had been laid 

earlier in the 21st Century, following the 1997 Asian 

Financial Crisis and the burst of the dot-com bubble 

in 2000, as government intervention grew in both 

developing and developed economies. Even in the 

US and the UK, two countries that had been at the 

forefront of free-market economics from the 1980s, 

there were elements of moderate Keynesianism that 

returned to governmental policy, with some deficit 

spending, although in the US, this was primarily 

fuelled by tax cuts to boost spending, not the more 

traditional Keynesian method of increased 

government spending. Despite these subtle shifts, 

economic orthodoxy of the early 21st Century 

remained firmly behind free-market policies, as was 

reflected in the leadership of the World Bank and 

the IMF and in leading business and economic 

publications. 

 

When 2008 came around and the global economy 

(with notable exceptions such as China and 

Australia) entered a recession Keynesian fiscal 

stimulus returned to the forefront of global 

economic policy and it was widely used as a 

response to the financial crisis. Dominique Strauss-

Kahn, managing director of the IMF, actively 

advocated for fiscal stimulus from early 2008. This 

was not just a momentary blip in the previously stoic 

free-market policies of the IMF. As late as 2011, 

Strauss-Kahn was quoting Keynes on the failure of 

the “economic society” to “provide for full 

employment”. Domestic policymakers also 

followed a similar path, with fiscal stimulus 

packages being rolled out globally. In the US over 

$900 billion of government spending was 

introduced with two acts under both President Bush 

and President Obama. In the UK, Chancellor of the 

Exchequer Ed Balls implemented what he called a 

“classic Keynesian response” with over £3 billion of 

investment spending brought forwards in the crisis’ 

aftermath. 

 

However, it would appear that the Keynesian revival 

did not last for long. The austerity imposed from 

2010 onwards is the antithesis of the Keynesian 

response to an economic slowdown, with the focus 

on a balanced fiscal budget running directly against 

Keynesian ideas of deficit spending to fuel an 

economy. This dramatic movement away from 

Keynesianism was most pronounced in Europe, 

with the implementation of austerity being a 

prerequisite for the bailout programmes offered to 

some Eurozone countries, most notably Greece. It 

may seem then that the return of Keynesianism was 

very short-lived. 

 

Yet it is still possible that the “slow rebirth” of 

Keynesianism will continue. Firstly, the previous 

hegemony of neoliberal economic views that held 

sway over the mainstream economic debate had 

been broken. Whilst the UK, Europe and the US all 

moved toward balanced budgets and austerity 

programmes from the early-mid 2010s, articles 

could be found in publications such as the Financial 

Times that continued to promote Keynesianism 

against this neoliberal resurgence, arguing, in one 

case, that austerity was “misguided”. Secondly, the 

IMF, one of the global financial institutions that had 

led the charge to austerity, began to report, as early 

as 2016, that aspects of austerity had hurt the 

“sustainability of growth” in economies recovering 

from the financial crash. 

 

In both the UK and the US there have been moves 

away from a focus on balancing the budget. Whilst 

the tax cuts implemented by Donald Trump in 2017 

and those promised by Boris Johnson are not driven 

by a Keynesian economic view (or by any sound 

economic view), they do leave open the door to a 

future return to Keynesian policies of a more 

flexible budget deficit/surplus to alter aggregate 

demand, as the post-crash fixation on the budget 

deficit appears, for now, to have abated.
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Is our prison system a net positive for the country? 
Should prisons be considered a negative or positive externality? 

| Amani Younus | 

A prison is a correction, detention or penal facility 

which has the aim to keep citizens of a country safe 

by removing those who have the strong potential to 

harm. A negative externality can be defined as when 

social costs are greater than private costs whereas a 

positive externality is when social benefits are 

greater than social costs.  

 

An obvious social benefit of prisons is that it acts as 

a deterrent to crime, a punishment to the criminal 

whilst also being able to rehabilitate the criminal. 

Prisons are a symbol to all those within a society of 

what can potentially happen if they disobey the law 

and thus incentivising them to follow the law 

creating a safer society. By rehabilitating the 

criminal, the person will be safe to society and could 

be productive by using skills which they may have 

even gained from prison to add to the labour market 

and increase economic growth. As the society is 

seen as a safer, this will encourage more people to 

migrate to the country which can add to the supply 

of labour, a factor of production, causing an increase 

of aggregate supply. This increase of supply will 

lead to an increase of economic growth which is a 

macroeconomic objective thus showing prisons to 

create social benefit. However, it is vital to 

recognise that prisons do heighten chances of 

suicide and mental health issues which is not only 

cruel but does reduce the labour market as people 

will be unable to be fit to work. This is shown by the 

fact that 12 people die every day in a US prison. As 

more and more people are unfit for work, they will 

be claiming benefits and not adding to corporate 

taxes which will inevitably add to the budget deficit.  

 

Furthermore, prisons benefit the labour market by 

creating job opportunity for many as a multitude of 

jobs are required to keep a prison running such as  

 

chefs, guards, cleaners and nurses. Prison gives an 

opportunity for many to have jobs this means that 

although taxes are used in paying for a prison, this 

money is not a leakage but instead enters the circular  

flow of income and is transferred from the firm, 

prison, to households in the form of wages 

households giving labour. As there is an increase in 

labour, consumers have more disposable income 

and are able to invest within the economy. This 

causes rounds of respending due to the increase 

within the circular flow of income and this can lead 

to a dramatic increase in price level. As price level 

increases, this can cause inflation to be above the 

recommended amount of 2% CPI which can create 

high levels of inequality. As inequality increases, 

people will become less competitive and this will 

lead to a decrease in economic growth and be a 

social cost. The link between the increase of 

employment leading to inflation can be modelled by 

the Philipps Curve which show the cost of the 

employment created by prisons. Arguably, 

automatic stabilisers within the economy will 

prevent inflation rising above the target.  

 

However, whilst prisons can be interpreting as an 

increase of labour, it does reduce land. An 

opportunity cost of prisons is the land which is taken 

by the property. There are 122 prisons currently in 

the UK housing over 83,000 people. Meanwhile, 

statistics have shown that 8,000 people in the UK 

are sleeping rough. It can be argued that it would be 

more beneficial to house those homeless people 

rather than sentencing people who may never 

improve or can have such trauma from prison that 
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they can never be productive members of the 

economy. The reduction of land can also seen as a 

conflict with environmental sustainability which is 

a secondary macroeconomic objective. As more and 

more industrial prisons are built, these are taking up 

green spaces within the UK and increasing global 

warming. In contrast, when offenders are made to 

do community service they are forced to do tasks 

such as picking up litter which positively affects the 

environment and does not use any factors of 

production. 

 

Moreover, it is important to consider the opportunity 

cost of what else could be done with the tax payers 

money. Prisons may not be so vital to protect society 

as 71% of crimes which landed offenders in jail 

were non violent. Perhaps, it would be a better use 

of tax payers money to inform people of the law and 

potential consequences as a way of prevention. It 

can also be argued that prison is ineffective as 48% 

of people are reconvicted within a year after being 

released. With the rise of mental health issues and 

self harm in prisons, this can distort people’s 

rational sense of thinking. It can be further argued 

that it would be more effective to have rehabilitation 

programmes after shorter prison sentences so that it 

is both a lower cost but also allowing offenders to 

be slowly integrated back into society which would 

prevent them reoffending. As offenders are 

presented to be well adjusted to society, they will be 

more trusted and able to go on to jobs and be 

productive members of society.  

 

Prisons have been known to be beneficial to major 

private corporations such as psychiatric counselling 

companies and medical companies which use 

prisoners for research studies. These smaller scale 

research studies can then be used to test drugs or 

forms of medical counselling and decide on their 

effectiveness. These research projects can then be 

used to treat people with similar problems leading 

to new innovations which will help people and thus 

be a social benefit. These new innovations can lead 

to an increase in aggregate demand creating 

sustained economic growth. In addition to this, as 

the economy produces more innovations, these can 

be used to export abroad and improve the balance of 

payments and cause an injection to the circular flow 

of income which would lead to rounds of respending 

and a multiplier effect. 

 

Discrimination within prisons is also high and it has 

been argued that what we judge to be a crime is 

highly shaped by the corporate world which could 

mean that what people believe to be social benefit 

from prisons is in fact false. LGBTQ people have 

been disproportionately incarcerated along with 

several ethnic groups such as in some American 

states whereby a black person is 10 times more 

likely to go to prison compared to a white person. In 

America, 40% of those in prison are black however 

only 13% of the population is black. Meanwhile, the 

US prison systems costs $80 billion per year making 

some argue whether the US government is spending 

taxpayers money on endorsing discrimination. The 

high levels of inequality within prison show the 

judicial system to be inaccurate and thus making 

prison not an effective method of keeping society 

safe if the people within it are not criminals. 

Therefore, it can be argued that prisons will only be 

a positive externality with an effective judicial 

system that gives equal treatment to all rather than 

currently whereby it is those with blue collar jobs or 

from minority groups who are most vulnerable.  

 

In conclusion, I currently believe prisons to be a 

negative externality due to statistics showing the 

rates of reoffending and the high levels of 

discrimination which disproves the egalitarian 

justice system. However, if the justice system was 

improved to only put those who are harmful within 

jails and place those with non violent crimes in 

rehabilitation centres then this would be a more 
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effective use of tax payers’ money and reduce the 

opportunity cost. Several factors undermine prison 

as being an effective public good such as it’s 

negative impacts on the environment and the 

increase of mental issues which means that 

prisoners when released can lead to strains on the 

NHS. Once an offender is sent to prison, even if they 

have gone through successful rehabilitation, it is 

unlikely they will be productive to the economy as 

many will choose to not hire them due to the 

existence of DBS checks. The government needs to 

invest money in incentivising companies to hire 

criminals so that they can improve the labour market 

and increase economic growth rather than sending 

more individuals to jail for undeserving crimes.  
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Could sOPHIa help us alleviate poverty? 
A 21st century multidimensional measure of poverty could be the solution 

| Sanjana Chanda | 

                                                                                                     

In the time that you read the title of this article, a 

child under the age of 15 will have 

died.  According to the most recent mortality 

estimates released by a group of organisations 

including UNICEF, a child dies every 5 seconds 

with the vast majority dying before the age of 5 

due to treatable and preventable causes such as 

diarrhoea or malaria.     

  

 

 
  

With poverty having a pernicious effect on 

millions every year it is important to be able to 

appropriately measure and gather data on it in 

order to know how best to diminish its effects from 

being so widespread. This article focuses on an 

alternative measure of poverty which and has 

already been proved to be successful in both the 

private and public sector.   

  

What measure is currently used to determine 

poverty?   

  

Despite Simon Kuznet’s warning that 'the welfare 

of a nation can scarcely be inferred from a measure 

of national output', his founded interpretation of 

GDP as a measure of economic 

growth has been used excessively today by 

countries in order to determine their economic 

success.   

  

Similarly so, the idea that national income 

determines national wellbeing has been 

misunderstood as pointed out by Richard 

Easterlin. He noticed that between 1946 and 1974 

in the US, GDP per capita grew significantly 

whereas the population’s happiness remained 

stagnant and even declined during the 1960s. This 

led him to devise the Easterlin Paradox which 

states that happiness can increase with income 

until a certain point but over time, the expansion 

of income will no longer improve the life 

satisfaction that individuals have. The graph 

demonstrates this idea:   

  

On the matter of money relating to wellbeing, the 

traditional, ubiquitous measure of poverty uses 

average household income. However, this 

narrowly defined, one-dimensional measure is not 

truly representative of what makes an individual 

‘poor’ as it is not merely the lack of money that 

can define someone as being in poverty, as 

explored by Richard Easterlin.  

   

What is OPHI?   

  

OPHI stands for the Oxford Poverty and Human 

Development Initiative and it is an economic 

research and policy centre within Oxford 

University’s Department of International 

Development.  Their main aim is to create an 

intrinsic and systemic approach to reducing 

multidimensional poverty by finding better ways 

to measure it as opposed to it just being a lack of 

income. Grounded in Amartya Sen’s ‘capability 

approach’, OPHI follow his theoretical framework 

which has two claims: firstly that the freedom to 

achieve wellbeing is of primary moral importance 
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and secondly that freedom to achieve this 

wellbeing should be understood in terms of 

people’s capabilities. Therefore, they aim to 

follow in Amartya Sen’s footsteps by measuring 

various aspects that affect wellbeing and helping 

policy makers address all these deprivations rather 

than just focusing on income deprivation.   

  

Five dimensions that are largely ignored by 

international studies include 

physical safety, quality of 

work, ability to go out without 

shame, psychological 

wellbeing and social 

isolation.  OPHI incorporates 

these factors and many more 

in their data to give 

policymakers a better vision 

about how to tackle the 

poverty which is exacerbating 

so rapidly. This prompted the 

creation of the MPI 

(Multidimensional Poverty 

Index) which can be compared 

across all 195 countries.  

  

What makes OPHI unique to existing 

multidimensional factors such as the HDI (Human 

Development Index) or HPI (Happy Planet Index) 

is that it has begun application in the private sector 

as well as the public sector through the use of the 

bMPI which is the Business Multidimensional 

Poverty Index. After an initial study on BAC bank 

in Costa Rica, they concluded that even in a bank 

12% of their employees were classified as multi-

dimensionally poor. This led to the creation of the 

spinout company sOPHIa Oxford, being a social 

enterprise run by business principles but with the 

objective to help identify and reduce poverty 

within the private sector. With their partner 

Horizonto Positivo in Costa Rica, this idea has 

been modelled for the past two years. Their aim is 

to help improve the efficiency of the employees so 

that in the long run this can positively improve the 

productivity of the economy. As workers are 

helped to come out of poverty, they have an 

increased disposable income. This could generate 

a positive multiplier effect where a £1 injection 

into the economy leads to a more than proportional 

increase in national output. Whilst enabling the 

economy to expand, it also means that the 

government receives higher tax revenue so that it 

can spend more money to help reduce 

multidimensional poverty alongside the use of the 

bMPI which guides their spending. sOPHIa 

Oxford help by providing a technical platform and 

offer assistance with initial setup which the firms 

can individually continue into the future.   

  

In Costa Rica, this has 

proved to be extremely 

successful. After 

discovering the extent 

of multi-dimensional 

poverty at BAC, the 

board of directors at the 

bank set up a fund 

which began with their 

own personal 

investment. This 

helped deal with the 

main issue, which was 

housing whilst also 

creating small 

programmes to deal with the poverty of each 

individual. Currently working with around 42 

businesses, sOPHIa Oxford hope to expand 

globally and eventually trial public private 

partnership with the government to help tackle 

issues together.   

  

In an interview with co-founder John Hammock 

conducted by the Financial Times, he stated that 

their business model had been carefully thought 

out with the hope of it being self sustained in the 

future. This will potentially occur due to the 

reinvestment of revenue into the expansion of the 

project and to also fund further innovative research 

on poverty at OPHI.   

  

What does this mean for world poverty?   

  

To conclude, the MPI is already a globally used 

index by countries in Latin America, Asia, the 

World Bank and the UN so it has become a 

worldwide public standard.  

  

The distinctive aspect of sOPHIa Oxford is that it 

is a top down approach to tackling poverty which 

acts as an ‘advisory’ to stimulate bottom up 
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approaches that are unique to that specific country 

or firm. Poverty is a difficult word to define as it is 

determined by contrasting factors in different 

countries.  There have been endless approaches to 

use foreign aid, microcredit and to increase 

provision of public goods however these have 

proved to not always be effective. In my opinion, 

the key to success of schemes such as these is for 

them to be uniquely tailored towards the needs of 

those in the country. For example in a slum area 

known as “Bangladesh” in Kenya, they introduced 

what is known as the Bangla Pesa which was an 

alternative currency used as a complement to the 

existing Kenyan Shilling. It enabled residents to 

get basic necessities during periods of economic 

downturn as they received the alternative currency 

as vouchers to meet their needs. Evidently, a 

model such as this would not work in all countries. 

Policies for alleviating poverty must be 

customised to meet the specific needs of the 

country.   

  

Currently, OPHI’s MPI provides the perfect 

solution due its broad wealth of data and unique 

business model, so in several years time, perhaps 

with the help of this new measure of 

multidimensional poverty a child will not have 

died in the time that you took to read the title of 

my article.   

Effects of education inequality on future income inequality 
‘The world’s richest 26 own as much as the poorest 50%’ 

| Dipin Adhikari | 

 

I was dumbfounded as to how a group of people 

small enough to fit in a normal sized classroom 

could possess enough wealth to match that of 3.8 

billion other people, however the reality is that this 

is the situation we currently find ourselves in. Jeff 

Bezos, the wealthiest man alive as of 2019, is 

worth twice as much as the whole of Ethiopia, 

which has a population of 105 million. Whilst 

some element of income inequality is necessary 

across all economic systems to incentivise 

innovation and reward entrepreneurship, it has 

reached an absolute extreme. Now, we can either 

accept this state of affairs, or we can try to get to 

the root of the issue and propose organic solutions 

to improve the livelihoods of the poorest in 

society.   

 

Income inequality is an all-encompassing issue 

which consists of endless factors, including shifts 

in the global labour market, changes in technology 

as well as differences in education and inheritance. 

It would be virtually impossible to cover all of 

these components in depth within the space of a 

single article, so I will apply  

 

particular focus on education inequality, since I 

believe this is the most important change required 

throughout the world in order to balance the scales 

in terms of global wealth.   

 

“The rich get richer, the poor get poorer” is not just 

a cliché. The concept behind it is a theoretical 

process called wealth concentration: newly created 

wealth is concentrated in the possession of 

already-wealthy individuals. The reason is simple: 

people who already hold wealth have the resources 

to invest or to leverage the accumulation of wealth, 

which creates new wealth. The process of wealth 

concentration arguably makes economic 

inequality a vicious cycle. This reason behind 

income inequality is hard to prevent within the 

current confines of the way our economies are 
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structured, but I will not get into the pros and cons 

of capitalism since that unlocks a whole nebula of 

new arguments. Instead, I will focus on the second 

layer of income inequality: where children born in 

a rich family have an economic advantage, 

because of wealth inherited and better education, 

which may increase their chances of earning a 

higher income than their peers. These advantages 

create another round of the vicious cycle.  

 

Extensive research has conclusively demonstrated 

that children’s social class is one of the most 

significant predictors—if not the single most 

significant predictor—of their educational 

success. Moreover, it is increasingly apparent that 

performance gaps by social class take root in the 

earliest years of children’s lives and fail to narrow 

in the years that follow. That is, children who start 

behind stay behind—they are rarely able to make 

up the lost ground. This is usually because parents 

of children from higher class families have higher 

engagement in their children’s education, a knock 

on effect of lower class families having to work 

more labour intensive and energy consuming jobs, 

leaving little willpower to support their children’s 

studies, which is instead left at the hands of the 

school.   

  

 The problem with this is that on a deeper, 

underlying level, higher income economic agents 

are very mobile. Families looking to provide their 

children with the best education possible are able 

to move to areas with higher living costs and house 

prices, and hence are also paying more council tax 

on their properties. As a result, it is in the interest 

of the local authority to allocate more resources 

from their budget towards education and facilities 

since this will stimulate further economic growth 

in the area. The opposite effect applies to areas 

mostly occupied by lower income economic 

agents, where due to the lack of funding and 

budget, the quality of education drops and the gap 

widens.   

 

Whilst this may be a model relating to more 

developed countries such as the UK and the USA, 

similar effects can be seen in developing countries. 

The problem is even more basic in these cases, 

where the government provided education is 

simply either non-existent or not up to the global 

average standard, hence social mobility on both a 

domestic as well as global scale is only possible 

for those individuals willing to pay for private 

education, which is only possible with large 

amounts of initial investment, accentuated by the 

lack of student loan systems in EDCs.   

  

  

 Empirical research by the International Monetary 

Fund (IMF) shows that education inequality 

follows an inverse “U” shaped arc when looking at 

the years of education provided by the state. 

Minimal education provision does not lead to 

much inequality since everyone is left at the same 

basic level, but this is not something we should be 

aspiring towards as a society. As the level of 

provision increases, so does the level of inequality, 

peaking around 4 years which would be basic 

primary school, perhaps being able to read and 

write. It is at this level that the worst gap is seen 

since countries that are able to educate their 

citizens to be literate are bound to have higher 

educated individuals, who in turn can provide their 

children with better quality learning at their own 

expense, thus giving them a head start in the labour  

 

market and contributing to the vicious cycle of 

inequality. However it can be seen that once we 

start getting into the 6-8 year range of state 

provided education, the gap starts to fall, 

eventually falling below the basic level of no 

provision after 10 years.   
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This data shows us that we should be focusing on 

getting EDC governments to provide longer term 

education for all citizens in order to improve their 

chances of social mobility on the global scale. 

However in the majority of cases these countries 

have far more pressing issues to deal with than 

education, such as the survival of their populations 

from the perils of disease, famine and conflict. The 

sad reality is that we will have to rely on the 

generosity of philanthropists such as Bill & 

Melinda Gates in order to create better education 

for children in EDCs since the majority of foreign 

aid and government budgets will be directed 

towards amending the issues described previously. 

Without the richest of the rich taking it upon 

themselves to strive for a more equal and educated 

human race, it seems unlikely that under the 

current global economic system income inequality 

between nations will fall in the near future.  

 

Going back to more advanced countries, I believe 

a shift in culture is required in order to fix the 

fundamental issues within western education 

systems, with the current emphasis on obtaining 

university degrees in order to secure a good career 

leading to less academically able students, who 

tend to be from worse socio-economic 

backgrounds, feeling as though they are restricted 

to lower level jobs.  

 

Some change has already come about to combat 

this issue, with the UK boosting funding towards 

its national apprenticeship scheme, whilst other 

countries are well ahead of the curve. In Germany 

and Japan, if students do not do well academically 

during elementary and middle school years, they 

track out of college-bound courses and are moved 

to vocational courses, allowing them to receive a 

practical education that enables them to move into 

a job they are actually proficient at, which in turn 

will result in better long term career prospects and 

even an overall increase in happiness.   

 

The problem is that these programmes require 

backing, and without committing a decent chunk 

of budgets towards education they will be neither 

prominent nor efficient. In the 2018 UK Budget, 

more money was set aside to fix potholes than 

improve facilities and teaching in schools.  If we 

are able to put the futures of children and the 

upcoming generations above political disputes and 

adequately fund schemes to improve the versatility 

of our education systems, only then will we be able 

to improve the livelihoods of the general 

population.  

 

 

 

 
 

 

 

 

 

 



The Olavian Economist       Development and Inequality 

49 

Exclusive Interview 
Gender Inequalities and the Gender Pay Gap 

| Prof. Jane Dacre, Director of UCL Med School | 
 

Your research into the gender pay gap in 

medicine ran with a headline figure that 2 out 

of 3 consultants are men. What are the biggest 

practical ramifications of this disparity?  

   

The demographics of medicine are changing, but 

it is still a male dominated profession. Men hold 

most of the senior positions, and are in the majority 

in several specialties, especially surgical 

specialties. This sometimes results in a culture 

where women feel disadvantaged and biased 

against. Often this bias in unconscious, but it 

means that women to not feel comfortable working 

in some specialties.  

   

According to your figures, two-thirds of doctors 

in training grades are women, but within 

consultant grades this drops to under half. 

What are the main contributory reasons for 

this inequality do you think?  

   

Women have been working in medicine for a 

century now, but it is only very recently that there 

are equal numbers of men and women in the 

medical workforce. Until the sex discrimination 

act in 1975, several medical schools had quotas 

restricting the number of women students. This 

meant that women were not encouraged to become 

doctors, and it was very competitive for them to 

get to medical school. So the number of women 

eligible for senior positions was less than the 

number of men.  In addition, the difficulties of 

accommodating motherhood and other caring 

responsibilities, traditionally taken on by women, 

has resulted in women working part time, or 

leaving medicine completely. So there are fewer 

women reaching senior levels in the profession.  

   

You have said your research "shows the gender 

pay gap in medicine is slowly narrowing". 

What factors have caused this trend, and left to 

their own devices could they resolve the issue 

themselves?  

   

Some of the reduction in the gap is due to the 

increasing number of women in the profession, 

and their increased success in reaching more senior 

positions.  Some may also be because of the 

government’s initiative on mandatory pay gap 

reporting for larger organisations, which has 

meant the pay gap is less likely to be ignored.  The 

data show a very slow narrowing of the gap, but it 

is unlikely to resolve on its own, as there are 

several factors which contribute, many of these are 

difficult to address.  

  

Which do you think is more important to close 

the gender pay gap, legislative intervention (i.e. 

staff gender quotas, cheaper childcare) or 

broader cultural change (such as changing 

assumptions about who cares for babies)?  

   

Closing the gap needs a combination of legislation 

and cultural change. Both are equally important.  

   

Would an economy without a gender pay gap 

look substantially different to ours today? For 

example, would our country see an increase in 

productivity as a result?  

   

The government equalities office (GEO) has said 

that closing the gender pay gap would have a 

significant impact on productivity. They estimate 

a 5% increase in GDP.  So yes, reducing the pay 

gap has significant economic benefits, as at the 

moment, we are losing a significant number of the 

female workforce, or not  getting the full  benefit 

of their skills and experience.  
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Does Happiness buy Money? 
The relationship between mental health and money 

| Louis Dowland | 

 

Money and mental health have a dysfunctional 

relationship. People who live in poorer households 

tend to exhibit more symptoms of depression, with 

5.75% of those in the lowest quartile of income in 

the UK exhibiting symptoms of clinical depression, 

compared with 0.7% of those in the highest quartile 

(2007). The reasoning behind this is fairly simple, 

with those in the upper quartile of income struggling 

less to make up money for bills and wealth to buy 

luxuries. However, their relationship is more 

complex then meets the eye.  

  

While modern society has evolved through the 

years, rates of psychopathology (mental health 

problems) have increased 5-fold between 1938 and 

2007 in the USA, as well as trends in other countries 

such as China where depression has become a lot 

more common in their shift to urban from rural 

society. Studies have directly linked trends in 

mental health to the increased shift towards 

individualism and capitalism, such as the cultural 

shift away from valuing intrinsic goals such as 

relationships and community to extrinsic goals such 

as money, status and appearance. The increasingly 

competitive nature of the education and job market 

also appears to be a catalyst for poor mental health. 

People also tend to have weaker family and 

community ties due to geographic relocation 

disrupting social networks, which exacerbates all 

the above problems as people without a strong social 

support network are more likely to suffer from 

mental health issues. These factors are all invariably 

linked back to the changing nature of society and the 

economy where it is harder to find a job then before 

without qualifications and the fact people tend to 

value money and material over intrinsic elements of 

their life, which is shown to lead to 

disappointment.   

  

An interesting example illustrating this is the nature 

of schizophrenia, a mental health disorder 

characterised by hallucinations which are 

indistinguishable from reality, in different countries. 

The average schizophrenic in the West tends to have 

their hallucinations centred around violent thoughts  

 
 

and paranoia. However, in developing countries in 

Sub-Saharan Africa and South-East Asia, patients 

are more likely to hallucinate passed away family 

members or God-like figures who they feel have a 

positive influence on their life. I don’t believe this 

can be directly attributed to their financial situation, 

as wealth is relative, but it does speak volumes about 

the nature of these societies, which money does 

indeed drive. For example, the media consumption 

habits of someone in the poorer part of society in a 

developed country differ radically from someone in 

a similar standing in a developing country’s society, 

which can be attributed to large media corporations 

whose influences are more greatly expanded in 

richer countries.  

  

From this, I believe we can conclude that money 

certainly doesn’t buy happiness. In fact, on a larger 

scale, the contrary may we be the case. But does to 

what extent does happiness buy money? Is our 

economy detrimentally affected by poor mental 

health?  

  

Depression is the most common cause of disability 

in the world according to the WHO. It caused the 

loss of over 44 million Disability Adjusted Life 

Years internationally in 2016, which refers to the 

number of years of life lost due to ill health, early 

death or disability. This ranks it as the 10th highest 

cause of loss of DALYs in the Europe and 16th 



The Olavian Economist       Demographics and Healthcare 

51 

internationally, making up 1.7%, ahead of lung 

cancer and just behind cirrhosis. However, this does 

not account for the fact that stress and depression are 

risk factors for many diseases such as strokes and 

ischaemic heart diseases, both of which are the two 

leading causes of loss of DALYs and also leading 

causes of death.   

  

The economic effects of this are great. Using 

average world GDP, this amounts to $44 trillion lost 

from the economy due to depression per year 

directly, not including its indirect effects which 

cannot be estimated. Stress related to work also 

causes decreased productivity, and is often caused 

by the increasingly competitive nature of the 

workplace and more money oriented society 

discussed earlier. As people place more importance 

on their careers, ironically, their productivity at 

work falls. This highlights a major cultural problem 

developing which is causing direct harm to 

economies worldwide.  

 

 

 

The career orientated societies in Capitalist 

economies creates long term social instabilities 

which cause great economic detriment in the long 

term. A prime example is Japan, where career is 

culturally valued more then anywhere. This makes 

their workplace especially competitive, with 

workers fighting for more hours to prove 

themselves. There have been cases of employers 

paying their employees to go to the pub to make 

them relax in order to increase productivity! As 

people are focused on career over family life, birth 

rates in Japan have fallen dramatically in recent 

years, correlating with economic stagnation. As the 

population continues to age with little immigration 

from other countries, it is safe to assume the 

economy will not experience any growth for a 

while.   

  

Mental health and the economy are greatly 

intertwined, with one influencing the other 

constantly. However, the problem still is not taken 

seriously enough. Britain currently has a major 

productivity problem, yet little has changed to 

reduce worker stress and increase mental health 

provision, which has the potential to bring about 

leaps of productivity. I believe strongly that a happy 

population is a motivated one which will contribute 

more to the economy, and a good economy should 

also make the population happy. Ensuring 

satisfaction of the people is, in my opinion, the 

primary role of a government so I believe they 

should take this more seriously so they can reap the 

rewards for the economy.  

 

Causes and consequences of changes in household structure 
Changing compositions of households 

| Ritam Ghosh | 

 

In recent decades the structure of families and 

households have changed immensely. Key trends 

include an overall decrease in household size, a 

rapid increase in single person households and a 

plummeting birth rate. This article uses the theories 

of Gary Becker from  ‘A treatise on the family’ to 

explain the trends observed and analyse its impact 

on economic policy. The two main reasons explored 

are the convergence of human capital accumulation 

between males and females and decreasing returns 

in old age of having children.  

  

Average household size in the US from 1960 to 

2005 decreased from 3.4 to 2.6. This shows that 

households are moving from nuclear families to 

double and single person households. This is due to 
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lower marriage and birth rates. One approach to 

explaining this trend is to understand why 

historically households were mostly nuclear 

families. Gary Becker suggests that in a family, time 

is divided between market and household functions. 

If we consider a 3 person household with an adult 

male, adult female and a child of any gender, the 

child has no advantage over the adults in both 

market and household functions. This is due to the 

child not being as educated or skilled at household 

work. Therefore we can assume that the child 

spends equal time between both activities (in reality 

a child generates such low product in both that they 

are fully focused on human capital accumulation, 

otherwise known as education). The adult female 

has comparative advantage in activities such as 

childrearing over the child and male and therefore 

allocates all of her time to household functions. The 

same concept applies to the adult male which results 

in him allocating all his time to market functions 

such as a job. This means that the female is reliant 

on the male for income and the male is reliant on the 

female for household activities. This results in the 

formation of a nuclear household. Each of the adults 

could have their own households but due to the 

extent of their comparative advantages, they both 

would benefit from specialization.  

  

 
 

However in recent years the comparative 

advantages between males and females have 

decreased, especially in advanced countries such as 

the US and UK. An increase in education rates for 

females, and in the most developed nations, rates of 

higher education which are greater for females than 

males, have resulted in females being just as 

specialized at market functions. This has resulted in 

a decrease in the incentive to form a nuclear 

household as the potential increase in output per 

person has decreased. This means that individuals, 

even if they have children, are willing to live 

without a partner. This has also resulted in higher 

rates of divorce as the financial damage caused by 

divorce has been decreasing. For example divorce 

rates in Luxembourg have been as high as 87% but 

in India it is very low at around 1%, it can be 

explained by the decrease in dependence between 

males and females which directly relates to the level 

of educational equality in the country. Despite the 

correlation between divorce rates and decreasing 

interdependence, it is not possible to conclude that 

dependence is a cause of higher divorce rates. For 

example, other factors such as cultural stigma 

towards divorce affect divorce rates.  

  

Another key trend in household structure is a 

decrease in the number of children per household. 

The main reason this has occurred is due to the 

government and markets providing the benefits that 

children historically have. Historically children 

provided farm labour in agrarian societies and 

financial support in old age. The development of the 

labour market means that skilled workers can be 

employed while not contributing to training costs. 

This results in the incentive of having children to act 

as labour decreasing as parents will have to 

contribute to training cost and opportunity cost if 

they do so. The development of welfare and pension 

systems mean that past retirement, financial support 

from children is less crucial. These factors alongside 

the increasing opportunity cost of having children 

for women means that the incentive to have children 

has decreased.  

 

The development of labour markets also means that 

intergenerational dependence has decreased. For 

example, in the past it was common for children to 

follow the same career path as their parents as 

employment opportunities were easier to find. Now 

however, children are less reliant on their parents for 

employment which means that parents are more 

reliant on their children than their children are 

reliant on them. This means that children have less 

of an incentive to take care of their parents which 

results in a lower incentive for parents to have 

children or invest in their education. This is because 

the potential benefits for parents of investing in a 

child’s education are lower. The growth in 

government provision of education in countries 
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such as the UK may provide evidence for this 

theory.   

  

Government policies to encourage investment in the 

education of offspring have mostly been ineffective, 

however some theories may provide ideas for future 

policy. One theory suggests that the effects of 

Ricardian equivalence can be applied to the issue. In 

a macroeconomic context, higher rates of 

government borrowing to fund expansionary fiscal 

policy have resulted in higher marginal propensity 

to save within consumers. This represents a transfer 

of spending from now to in the future and even to 

the next generation. In a microeconomic context, 

when looking at intergenerational transfers to 

children, it has been found that when women control 

a greater proportion of resource allocation in a 

household, outcomes for children are better. For 

example the British Child allowance scheme led to 

higher spending on clothes for children in families 

receiving the benefits. This is due to the allowance 

being considered specifically for household costs 

rather than as income. This meant that the money at 

large was given to the mothers in a household by the 

head of the house which resulted in most of the 

money being spent on children. Policies such as this, 

which target intergenerational transfers, may be 

crucial to encouraging investment in children. 

Policies which encourage higher birth rates have 

focused on short term costs, for example subsidies 

to childcare only reduce costs of having children in 

the immediate future.  

 

The apprehension to have children however is due 

to long term costs such as having to provide 

financial support due to sudden unemployment in 

adulthood. Policies which focus on stable 

employment rates for example are likely to 

encourage higher birth rates as they reduce the risks 

of having a child in the long term.   

  

In conclusion the changes in household structure are 

due to converging educational levels between males 

and females and decreasing returns on having 

children. The key issue is that policy which 

influences incentives to form households and have 

children are extremely challenging to target. 

Therefore using the theories of household 

economists such as Gary Becker may help inform 

future policy.  

 

Economics of healthcare 
The most important market in our society 

| Ayush Thapa | 

 

Healthcare is the most important market in our 

society. Unlike other markets such as the housing 

market or the entertainment industry, healthcare is 

literally a matter of life or death. As well as this, it’s 

also the most different – if you’ve been run over, 

you’re not going to shop around for the cheapest 

hospital to head to in order to maximise your own 

personal utility, and the hospital isn’t going to wait 

for your payment to go through before they start 

treating you. Acknowledging this fundamental 

issue, what is the best policy for countries to adopt 

when it comes to healthcare, in order to ensure that 

their citizens are adequately covered by either a 

form of private insurance or a government funded 

system?  

  

Worldwide, the demand for healthcare is rising, for 

a large number of reasons. Increasing global living 

standards has brought about a growing population 

that is also ageing – we have more people, and a 

higher proportion of them are older than ever before. 

This leads to total healthcare expenditure for almost 

every country in the world to increase year on year, 

due to more people requiring healthcare and 

treatment, as older people are more susceptible to 

illnesses and diseases that require treatment. In the 

last 20 years in the UK, the total healthcare 

expenditure as a share of GDP has risen by over 

3.7%, highlighting the increasing demand for 
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healthcare services, but this trend is global. So how 

should a government deal with this?  

 

There are two distinct ways of handling the 

distribution of healthcare services in a country. The 

first is to have a government funded healthcare 

system that is funded through taxpayers. This 

system is found in countries such as Canada or the 

UK, and is known as universal healthcare, due to it 

being available to any citizen of that country, 

whenever they need it. This system solves a large 

problem when it comes to healthcare – 

unpredictability.  

 

You never know when you may need a hospital 

because accidents can happen at any time. This 

system solves that issue because in the case of an 

emergency, you don’t need to worry about what 

hospital you should head to – paramedics will arrive 

and take you to the nearest hospital, and you will 

receive further care there, at no extra cost to you. 

Hospitals and equipment are considered 

government property, and hospital staff are public 

employees, like teachers working in a school. Any 

costs for treatment are paid for by the government 

through taxes. There are sometimes minor 

exceptions, e.g. Canadians have to pay for dental 

care, glasses, and prescription drugs themselves or 

get them through supplemental private insurance, 

but this is a fraction of what the cost would be 

without having such a single payer system. 

Individuals are still able to purchase private 

insurance from private health companies from their 

own money if they wish to, and the governments 

that have universal healthcare typically encourage 

this as it reduces the burden on the health service 

and reduces the cost for the government.   

 

 

The benefit of having universal health coverage is 

that no citizen is without health coverage and so 

leaves them with more money to spend on other 

goods or services, as they won’t go bankrupt paying 

for health insurance out of their own money. Many 

people also see healthcare as a universal human 

right that everyone should have access to. However, 

this system is not without downside – higher taxes 

can stunt economic growth, and a lack of a profit 

motive can mean that hospitals and doctors don’t 

have as much of an incentive to work effectively and 

efficiently. As healthcare is government funded and 

so these services are open to the general public, 

issues including long waiting times are common as 

they’re equally accessible to all citizens, and many 

people may head to hospital and to emergency 

rooms with mild ailments that can be cured without 

wasting the time of staff at a hospital. Less potential 

doctors may opt to enter the medical profession due 

to decreased opportunities for highly compensated 

positions, and this combined with skyrocketing 

demand for doctors could lead to a shortage of 

medical professionals, and to longer waiting periods 

for appointments.  

  

The other form of healthcare distribution is through 

largely private for-profit businesses. A country that 

displays this is the USA, which has a mixture of 

government funded and private healthcare systems. 

Almost all providers – clinics, hospitals, doctors’ 

practices – are privately owned. Most households 

with adults under 65 are covered by private 

healthcare insurance, whether through employers or 

through individual policies, however the USA also 

has a single payer system for those over 65 and those 

below the poverty line. “Medicare” is a taxpayer 

funded public insurer that pays providers to care for 

seniors, and “Medicaid” is a similar program for low 

income households. The USA also has a small UK 

style system with government funded hospitals and 

government paid staff, but this is exclusively for war 

veterans, and is known as the veterans’ health 

administration.  

  

Having a largely private healthcare system has some 

benefits – it allows for lower taxes and individual 

choice, and the profit motive for private healthcare 

companies encourages them to provide as high-

quality treatment as possible as effectively as 

possible, shown by how the overall quality of care 
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is better in the USA than anywhere else. However, 

it does mean that 14% of people in the US are 

uninsured and about 30 percent of young adults 18 

to 24 do not have a usual source of medical care. 

This means that if any of these people suffer from a 

terminal illness or a sudden accident, they have 

nowhere to turn to. It costs them anywhere from 

$224 to $2204 to simply call an ambulance, and the 

costs of treatment will be astronomically high. In 

many cases this leads to people either going 

completely bankrupt because they can’t afford 

anything else other than their healthcare, or dying 

slowly because they just can’t afford the cost of 

healthcare. An astonishing 61.2% of all 

bankruptcies in the USA are due to out of pocket 

healthcare costs.   

 

 

 

In 2012, the USA spent on average $8223 per person 

on healthcare. Other countries such as Norway and 

Switzerland spent around $5300, and some 

countries such as Germany, France, the UK and 

Japan spent anywhere from $3000-5000. The USA 

spends as much money just on Medicare as most 

countries do to cover their entire populations. 

Clearly this system has just as many downsides, if 

not more, than universal healthcare systems.  

 

In conclusion, the healthcare market is unlike any 

other market in economics. Because many of the 

principles in free market capitalism relies upon 

premises such as customers making rational 

decisions and on maximising their own utility, the 

healthcare market typically doesn’t function as well 

in a free market system, as it is impossible make a 

rational decision whilst your health is compromised. 

This, along with the idea that healthcare 

fundamentally shouldn’t be something that citizens 

should have to worry about and go bankrupt over, 

means that a largely government funded healthcare 

system ( with room for private health insurers to 

operate) would be the best way to go about 

distributing healthcare to a population.   

 

Impact of AI on the Labour 

Market  
The 4th industrial revolution 

| Tosin Toba | 

By 2030, it is estimated that there will be a $15 

trillion boost to global GDP by 2030 due to 

increases in the level of automation. By early 2020s, 

3% of jobs are a risk of being displaced by 

automation. However, by mid-2030s, 44% of 

workers with low education are at risk of being 

displaced by automation. This is due to the ever-

increasing rate of technological development which 

poses a significant threat to the labour market. 

Artificial intelligence and machine learning are 

emerging technologies which are still in their early 

stage of development however their effects must be 

considered when they exceed the levels of workers 

human capital and productivity.   

 

What is artificial intelligence?  

 

Artificial intelligence can be defined as a part of 

computer science dedicated to build smart machines 

that can perform tasks that generally require human 

intelligence. The fundamentals of artificial 

intelligence are generally concerned with the 
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machine thinking humanly, thinking rationally, 

acting humanly and acting rationally.   

 

Advancements in AI have been mainly due to 

progression in Machine Learning; a sector of study 

in AI. Machine learning can be defined as “the 

science of getting computers to learn and act like 

humans do, and improve their learning over time in 

autonomous fashion, by feeding them data and 

information in the form of observations and real-

world interactions.” Machine learning algorithms 

generally work using three main components: 

Representation, Evaluation and Optimization. 

Representation is essentially the language the 

computer understands such as decision trees, 

evaluation is a means of measuring the effectiveness 

of the machines behaviour such as error rate and 

accuracy and optimization is used to configure the 

machine to pursue the most efficient behaviour. 

These three components are vital for allowing the 

machine to learn from previous experiences and 

helps them mimic human behaviour however as this 

human-like behaviour improves, more jobs will be 

at risk.  

 

 
 

Why do forecasts suggest that artificial 

intelligence will replace labour?  

 

Firms are primarily driven by the profit motive and 

meeting their objectives which logically leads them 

to choose the most efficient option to meet their 

goals. An example of this is in the medical field 

where an AI has been more effective at diagnosing 

lung cancer than radiologists “when examining a 

single CT scan” and “was equally effective when 

doctors had multiple scans to go on.” The studied 

showed that the AI could increase cancer detection 

by 5% and reduce false positives by 11% thus 

suggesting that sometime in the near future this AI 

could outcompete the radiologists in identifying 

lung cancer, making them redundant in that respect 

as firms have a greater incentive to use AI as 

opposed to doctors.  

 

However, the effect is more severe on jobs which 

require lower human capital, specifically in the 

manufacturing sector where 60% of low education 

(GCSE level or lower) workers will be displaced by 

mid 2030s. This is generally because these 

manufacturing skills can be mimicked by machines 

using more basic algorithms since the tasks are more 

systematic and simplistic. Findings have shown that 

“AI- and machine learning-based product defect 

detection and quality assurance show the potential 

to increase manufacturing productivity by 50% or 

more.” With technology that is more productive 

than labour whilst also reducing average costs for 

the firm (hence maximising their profit), they have 

no reason to employ labour, making workers 

redundant.  

 

What will be the impact on the labour market 

and economy?  

 

A larger proportion of less educated workers will be 

displaced from their current job relative to  workers 

who have spent more time in education and have 

more qualification thus creating inequality. People 

that work in a more labour-intensive jobs generally 

tend to have less transferable skills so they are more 

prone to the effects to the shifts in the market due to 

technology which could potentially lead to them 

becoming occupationally immobile. This poses an 

issue to the government as they will be forced to 

spend more on social welfare and they will receive 

less tax receipts as there will be a lower proportion 

of people in employment.   

 

Critics dispute this argument by saying that new 

jobs will be created by AI which will offset the loss 

of jobs in certain industries and potentially there will 

be a net gain in the number of jobs in the future. A 

news report from the World Economic Forum has 

suggested that by 2022, 133 million new roles will 

be created whereas 75 million jobs will be displaced 

by machines. This means that developments in AI 

could increase 58 million new jobs, indicating that 

potentially the benefits outweigh the benefits.  
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However, it is essential that a safety net is provided 

for those who are at risk of being displaced in the 

near future. In order to mitigate the impact of 

artificial intelligence on the labour market we must 

prioritise developing human capital through 

education and training in industries strongly related 

to artificial intelligence and machine learning. This 

will allow a smoother transition as we move into a 

more technologically driven society. 

The British Steel Crisis 
140 years and on the brink of collapse 

| Yasmin Nayyar-Bhatia | 

 

British Steel is a company with a rich history. 

Formerly under a different name, the company 

opened in the 1880s in Sheffield, as the centre of the 

world’s steel production. Between 1914 and 1945, 

the two World Wars helped to keep demand for steel 

high and so the company prospered throughout the 

conflict. The company then went through a series of 

stages through which is it was nationalised and 

privatised until later in 1967, when Wilson’s Labour 

administration renationalised the UK steel industry, 

merging the 14 biggest steel producers, 90% of the 

UK’s steelmaking capacity and almost 270,000 

employees. Unfortunately, however, the company 

was beset by plants operating below full capacity, 

low efficiency, outdated technology, and 

government price controls.   

 

The worldwide recession of 1970 combined with 

falling demand had a crippling impact on the steel 

industry. Nonetheless, the Labour government 

focused on keeping unemployment low by 

subsidising loss-making mills. In 1988, the 

company was again privatised and it entered the 

FTSE 100, which allowed for the heavy losses of the 

1970s and early 80s to be reversed with the 

company making a pre-tax profit of £733m in 1989.  

 

In 1999, British Steel and Hoogovens of the 

Netherlands merged to create Corus Group, which 

was at the time the biggest steelmaker in Europe and 

the third-largest in the world. In 2007, Corus was 

brought by India’s TATA Steel, but high energy 

prices and cheaper imports created tough trading 

conditions as the company was unable to compete 

on global markets.   

 

Later in 2015, many UK steel plants were closed due 

to high energy prices, crippling business rates, and 

cheap Chinese imports. This led to the private equity 

firm Greybull Capital to purchase British Steel for 

£1. Greybull invested £400 million into the 

business, saving 4800 employees from being made 

redundant and the rebranded British Steel was 

returned to profit.  

 

The ups and downs of British Steel raises the 

question as to how a profitable company has 

suddenly entered insolvency earlier in May. The 

company has already entered compulsory 

liquidation where any assets that are of value are 

brought togetherto settle any outstanding debts. The 

emissions trading system can be argued to be one of 

the main reasons as to why the company needs a 

bailout. Carbon credit trading in the EU describes 

the process whereby credits are given to various 

polluting industries in order to offset emissions. 

Sometimes, if companies find that they have been 

given too many credits because they are not 

producing as many emissions, they are able to sell 

these credits on to other companies. Under TATA, 

the company was selling their credits, keeping the 

money, and then when new credits were released at 

the beginning of the new fiscal year, they would 

cover their shorts.  
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Unfortunately for British Steel, last year these 

carbon credits increased in price, making their short 

position very difficult to cover. Furthermore, due to 

the UK’s pending departure from the EU, it has been 

decided that our industries are no longer entitled to 

these credits. This forced the company to make a 

plea for a £120 million loan from the UK 

government in order to purchase the credits from the 

European Commission for carbon emissions. Other 

factors that have contributed to the company’s 

downfall include the decline in steel prices; for the 

last six months, steel prices have been falling. This 

has been coupled with the fact that iron ore prices, a 

key input in the creation of steel, are soaring.   

 

So what is the future for British Steel? One of their 

options involves finding a buyer that will take on the 

company and settle its debts so that it can continue 

trading and become profitable in the future. This 

would mean that the city of Scunthorpe would not 

become a ghost town as the 5000 people employed 

by British Steel would still have jobs. In addition, 

there would not be a knock-on effect of the 

predicted 20,000 people that are also predicted to be 

made redundant through the closure of British 

Steel.   

 

On the other hand, British Steel could be 

renationalised, passing it over to public ownership. 

It is argued that if a buyer is not found then it should 

be up to the government to save this strategically 

important industry as well as the livelihoods and 

communities of those who work within 

it.  Alternatively, the company may seek financial 

help. A government bailout may be required to help 

them settle their debts. This would allow the 

company to continue trading, however, it has been 

voiced as a concern that many people may be 

angered by the idea that taxpayer money will be 

used to bail out a private company. A final option 

may be complete closure. This will involve all of the 

assets being liquidated and then for the company to 

cease trading. This, however, would clearly have a 

devastating effect on its many employees that will 

be made redundant and the city of Scunthorpe which 

would be left in complete economic ruin.  

 

Whichever way the company decides to go in the 

future, it is clear that British Steel requires 

innovation to allow them to compete on the global 

market so that they do not find themselves in a 

similar situation again.   

 

Is Blockchain really the future of financial cryptography? 
Is Bitcoin truly anonymous? 

| Aisosa Imafidon | 

 

  

In the year 2009, an anonymous man with the 

pseudonym Satoshi Nakamoto launched the 

world’s first decentralised cryptocurrency- 

Bitcoin. This creation allowed users to exchange 

money completely masked by protection. 

Naturally, it became very popular, and its price 

rose incredibly fast. At its highest popularity in 

2017- a popularity driven by internet meme 

accounts and financial experts alike, the price of 

Bitcoin rose from $1000 in January to nearly 

$20000 by the end of the year. Of course, the 

anonymity of Bitcoin has led to it being exploited 

for criminal activity, with many websites on what 

is known as ‘the Dark Web’ using Bitcoin as their 

preferred method of transaction due to this. This 

has caused some controversy, and on 22 January 

2018, South Korea brought in a regulation that 

requires all bitcoin traders to reveal their identity, 

thus putting a ban on anonymous trading of 

bitcoins.  

 

However, if revealing one’s identity is possible, is 

Bitcoin truly anonymous?  
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Bitcoin is not entirely anonymous. In reality, it is 

pseudonymous because each user has a public 

address that could be traced back to an IP address 

in theory (and by this, an actual identity). So 

perhaps a better question would be to what extent 

is Bitcoin anonymous? It is anonymous in the 

sense that the components of Bitcoin, such as 

addresses, private and public keys, and 

transactions, are all read in text strings that in no 

way directly link to anyone’s personal identity. A 

technology called blockchain is used in order to 

encrypt its data.  

 

The definition of a blockchain is a system in which 

a record of transactions made in bitcoin or another 

cryptocurrency are maintained across several 

computers that are linked in a peer-to-peer 

network. There are three principal technologies 

that combine to create a blockchain, none of which 

are particularly new or ground-breaking. 

However, the way that they are applied has never 

been done before. These technologies are: 1) 

public key cryptography, 2) a distributed ledger 

and 3) a need to service a network’s transactions, 

record-keeping and security.  

 

 
 

A blockchain is a distributed ledger, which means 

that it has 3 key attributes:  

• Stored information is time-stamped  

• Anyone can see the ledger of transactions  

• The ledger exists on multiple computers, 

often referred to as nodes  

 

Digital signatures are one of the main aspects of 

ensuring the security of data that is recorded onto 

a blockchain. They are a standard part a blockchain 

protocol, mainly used for securing transactions 

and blocks of transactions, transferral of 

information, and any other cases where detecting 

and preventing any external tampering is 

important. Digital signatures utilise asymmetric 

cryptography, meaning that information can be 

shared with anyone, using a public key.  

 

General understanding of blockchain technology 

by the public was not prevalent in Bitcoin’s early 

days. The results of this can be seen through the 

criminal activity on the Dark Web- people started 

to use it for sinister purposes due to the wide 

misconception that it was untraceable and entirely 

anonymous. As blockchain technology is 

becoming more understood by organisations and 

the public alike, it has become more apparent that 

Bitcoin’s massive public ledger is instead a gold 

mine of information for authorities; any bitcoin 

transactions that have ever taken place are forever 

noted in a ledger that is impossible to be changed.  

 

This, of course, poses a massive data risk. Real 

estate transactions are now carried out using 

blockchain, and the total value of Bitcoin is 

estimated to be around $41 billion (as of June 25th, 

2019). Current 64-bit encryption utilising Shor’s 

algorithm may be able to challenge even the fastest 

supercomputers of today, but a new technology is 

coming, one that poses a threat never seen before.  

 

Quantum computers are a redesign of computers 

that use quantum physics instead of mathematical 

ideas in order to perform calculations. The 

phenomenon of superposition enables quantum 

computers to work much faster than the fastest 

supercomputers of today. This has led many of our 

strongest financial security systems becoming 

compromised almost overnight, and blockchain 

encryption, once touted ‘the future of financial 

transactions,’ virtually hopeless.  

  

‘Because of quantum computing, there's a one-in-

seven chance that fundamental public-key 

cryptography tools used today will be broken by 

2026’, warned Michele Mosca, co-founder of the 

University of Waterloo's Institute for Quantum 

Computing and special advisor on cybersecurity to 

the Global Risk Institute. By 2031, that chance 

jumps to 50 percent.  So, if blockchain is not the 
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future of financial cryptography, how can we 

protect ourselves in the future? Is the future a place 

of no security?  

 

 
 

Due to the advent of quantum computing, a new 

type of cryptography is being developed, one that 

‘fights quantum physics with quantum physics.’ 

This is called quantum cryptography, and it works 

using much of the same theories of superposition 

that quantum computing uses. This has been 

experimented on cable at BT's Adastral Park 

research facility, where photons in a quantum 

superposition state pulse down a fibre-optic 

resolving into binary ones and zeros as they reach 

their destination, where they are read as a key that 

can decrypt a parallel stream of data.  Thanks to 

quantum indeterminacy, any attempt to snoop on 

the transmitted keys is immediately detected. This 

is quantum key distribution (QKD), and it's one 

method of securely transmitting data without using 

traditional public key encryption.   

 

The IEEE has also begun development on Neural 

Cryptography, a type of cryptography that aims to 

use artificial intelligence and artificial neural 

networks for use in encryption and cryptanalysis. 

However, these technologies are still in their 

infancy, and more research needs to be done in 

order to make them feasible in protecting against 

the threat of quantum computers. For now, we 

have to make do with what we have, and this is fine 

for the moment, as quantum computers will likely 

not be mainstream for a long time yet.  

  

 

 

 

 

 

  



 

 

 

 

  



 

 

 


