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Inequality and Poverty 
Editor: Elodie Gorter 

 
The world’s richest 1% have more than twice as much a wealth as 6.9 billion people. Alongside other 
similarly shocking statistics, this highlights why a global effort is needed to tackle the mammoth task 
of alleviating poverty and inequalities. Our selection of student-written articles within this ‘Inequality 
and Poverty’ section, explores its existence within the UK, the World, and particular income brackets, 
as well as the methods of tackling these entrenched issues. 
 
Our articles cover a broad range of fascinating topics within the section, ranging from the provision of 
public services to help inequality on a national scale, to the role of the technological revolution in 
aiding low-skilled workers to the psychology of poverty. Furthermore, to gain an expert view on the 
state of poverty and inequalities within the UK, Dr. David Khabaz of the University of Westminster 
participates in an interview, touching on his interest in media reporting of key issues and specifically 
the effect of the pandemic, drawing on his research with several notable research institutions. 
 
There is a consensus between economists today that inequalities have deepened in the UK and the rest 
of the world. The growing gaps between the richest and poorest in society are hugely concerning, with 
geography, educational attainment, welfare systems and government intervention all acting as factors 
which determine the level of equality within different societies. The diverse range of articles explore 
the causes of these social crevices within education, jobs, incomes, wealth, etc… and, importantly, the 
possible policies governments can introduce in a post-pandemic era to reduce inequalities and poverty. 
Strategies highlighted include utilising technical developments to improve education and skills as well 
as microfinance, foreign aid and switching from the profit-seeking private sector to publicly funded 
services. However, no solution is perfect and thus the potential consequences of such policies are 
explored in detail and questions surround how strongly the benefits will be felt. 
 
In addition to economic theory and policy, the social, psychological, and philosophical effects of 
inequality and poverty are presented through insightful arguments and probing questions. We hope 
you enjoy this rounded selection of perspectives and that you find these articles informative, thought-
provoking and accessible to all interests. 
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Inequality and Poverty: Dr. David Khabaz Interview 
Elodie Gorter 

 
I spoke to Dr. David Khabaz, a lecturer at the University of Westminster, asking him questions about 
his work and his expert opinions on the current state of poverty and inequalities which still exist within 
modern society. 
Dr. Khabaz carried out his Ph.D. research, completed in 2000 at the London School of Economics, 
examining the development of British media as an institution of ‘culture industry’ and an integral 
component of a global economy. His first book, published in 2006, is closely related to his doctoral 
research and is entitled: ‘Manufactured Schema: Thatcher, the Miners, and the Culture Industry’. Last 
year, he gave a talk as part of the ‘Westminster Wednesday’ series entitled ‘A Reflection on how the 
pandemic has underlined the ongoing inequality in society’. 
 
Could you give a brief overview of your background and how you originally became interested 
in this area? 
I'm a lecturer at the University of Westminster. I teach several courses in the department of criminology 
and sociology, but my main areas of expertise lie within the political economy of the media: how 
politics and economics interact and the way they’re presented to the public in the media. My main area 
of interest, currently, is the relationship between the media and topical events in society such as Brexit 
and the pandemic, of course, and how it has affected many very important elements in society and 
media response to these issues. The pandemic is not only a crisis because of its impact on lives and the 
health of the population but it also highlights the growing gaps in society in terms of inequality, 
inclusion, and poverty.  
 
Within the pandemic do you think the media has correctly portrayed the growing inequality that 
has occurred due to the pandemic? Do you think people understand how unequal our society 
remains? 
Certainly not. The media's preoccupation over the course of the pandemic has been the rate of deaths, 
the spread of the virus, and whether people can go on their Summer holidays. Social Media in particular 
is a key culprit in the media preoccupation with the way Covid 19 has taken lives, increasing 
hospitalisations as well as the pressure on the NHS, and so on. These things have been very clearly 
reflected in the media and instead, it has neglected other equally important issues such as the 
inequalities in the geographic impact of the pandemic.  
The virus has impacted different parts of the country, as well as within London. Deprived areas, in 
certain boroughs, have suffered considerably more, such as Tower Hamlets. Whereas the wealthy 
boroughs, such as Richmond and Kensington & Chelsea, have largely escaped the serious impact of 
the pandemic. I believe that the media has not been proactive in highlighting the need to close the gap 
and provide adequate help for those in poor areas. The government tried to offload free school meals 
to profit-seeking private companies and the media failed to push certain agendas to the public debate. 
 
Do you think the government has hidden behind the media’s neglect of key issues to cover up 
their failings? 
I think the government had some good intentions, for example in responding to Marcus Rashford's 
demand for the government to get involved (with the free school meals fiasco). Ultimately, any 
democratic government's role is to respond to demand and push for policies. However, the handling of 
this serious matter was inadequate, in such a rush; it seems the government didn't carefully plan the 
policy and failed to implement a more responsive, sustainable policy. Furthermore, the government 
crumbled due to the offloading of responsibilities to contracted firms - the private sector's primary task 
is not to be benevolent, but rather profit-seeking. Governments respond because that it’s their 
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democratic duty but the handling was insufficient - the winners were not the hungry and the poor, 
instead the private companies who made huge profits from such policies. 
 
Do you think that the government has fallen short during the pandemic due to being pressured 
for time? Do you think the MPs are truly in touch with the issues of inequality and poverty due 
to their privileged upbringings? 
This is the impression to some extent that students at the university I teach at have - the ministers seem 
to be unresponsive. However, I don't think that is necessarily the case. I think the government is, 
conversely, much more aware of public pressure. Even though many have privileged backgrounds, 
they are public servants nonetheless and must show that they are in touch with society. Despite, 
arguably, many being born with silver spoons in their mouths, aiding them through their careers, etc... 
when they go into politics and become MPs, they have to be seen as responding to the needs of society. 
Boris Johnson, the pinnacle of what private education can do for a person, has still proved through 
several different roles that he is responsive to campaigns and has some understanding of equality.  
That being said, the government currently does not address these issues in a coherent, organised way. 
They often have a 'quick fix' sort of approach and this doesn't solve big issues such as inequality, 
poverty, and inclusion. These issues require sustained policies from one government to the next to be 
tackled effectively. For example, Scandinavian countries and New Zealand - governments have shown 
that a long-term, state approach has proven successful in addressing these issues quite drastically.  
 
Any policies recently that you've found to be particularly successful to tackle inequality?  
Furlough has proved to be very important as well as government subsidies for small businesses in 
tackling inequality. They are positive approaches and the state has responded to a country in crisis by 
providing a safety net to capture people from losing their livelihoods. However, the furlough scheme 
has been arguably more helpful for people with high-paid jobs. Those in the gig economy, with 
unstable jobs such as Uber drivers and freelancers, have no safety nets to be furloughed in the first 
place. The scheme failed to help people right across the spectrum of jobs, contracts, and incomes, not 
just those in the professional, semi-professional sectors. 
Outside of the pandemic, the introduction of the minimum wage has been hugely important, making 
sure people have a basic income that is compatible with living in London, for example. It has been 
very useful but it needs to be addressed now - it stands at £10.85 (London) but prices are continually 
going up. A recent study at LSE suggested that the minimum wage should be around £15/hour to cope 
with housing, shopping, bills, so on. The policy is important but the effect is minimal if it is not 
reviewed and appropriately altered. These policies, whilst positive, need greater material support to 
ensure they are effective for everyone.  
 
Do you think we'll see a long period of austerity post-pandemic and will this hit the poorest 
hardest? 
It depends on not only the economic situation in the UK but the global financial environment. It is 
incredibly unfortunate that we left the European Union at a similar time to a global pandemic. Our 
situation has been exacerbated with the two simultaneous crises - not knowing what the post-Brexit 
era looks like, nor a post-pandemic world. The UK is trying to compensate for the trading relationships 
we had with the EU and attempting to forge trade deals with countries such as the US, Australia, etc... 
These economic relationships post-Brexit have not taken off the ground due to the pandemic and 
restrictions of movement, consequently having a huge impact on economic forecasting. Austerity 
measures will certainly be implemented, all the government handouts have to be accounted for and 
debts repaid. Exactly how the measures will be implemented is unknown, but, regardless, the poor will 
be hit hardest. Wherever there is a financial crash - the super-rich are not affected, they don't lose their 
yachts, expensive houses, etc... the lower-middle classes and the poor will be squeezed the hardest and 
that's the reality. 
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Do you think investing in education is an effective way of alleviating poverty in the long run? 
100%. I think education should be a priority for any government, in any situation but even more so in 
the post-pandemic era. According to a number of research projects that I'm working on from the 
Universities of Oxford and Zurich, Switzerland, Primary and Secondary school children have been hit 
hardest during the pandemic, their education has been compromised. Not all students have had reliable 
access to computers and tools for remote learning. Some of my students, whom I currently work with, 
live in groups in small flats - how can this environment ever be conducive to a good education? The 
government has to make up for the past 18 months of losses and must attempt to close the gap by 
bringing in coherent education policies and ensuring investment in education is a priority.  
 
What is your opinion on the vaccine inequalities present during the pandemic and do we have a 
duty as a developed country to donate vaccines? 
It is very important that the most developed countries make a collective effort to help vaccinate the 
world. There is no way out of the pandemic unless everyone is covered. Even though we might have 
temporary protection, one variant can easily bring us back to square one in no time. The initiative 
started by Joe Biden to donate half a billion vaccines to developing countries, alongside the UK’s 
commitment, is a very important policy and I think that it's something that should be vigorously 
pursued by the media to ensure governments do keep their commitments. We must also hold our own 
government accountable in helping vaccinate the world so we can put the pandemic "back in its box", 
as Boris once said, and send it away for good.  
 
Closing remarks 
My research currently shows how the pandemic has hit the young and low-income earners the hardest. 
The idea of race and ethnicity in hospitalisations, in death rates, in infection rates has shown a 
distinction between BAME and white people. This pandemic has shown that those who live in a poorer 
house, in a poorer community, in a lower-income household with lower educational attainment, have 
been hit the hardest. So, if we really want to learn one thing from the pandemic, to prevent it from 
occurring again, it is to address the bigger issues in society such as growing wealth, educational 
attainment, and job and securities inequalities. We need to close that down so that we are better 
protected, not only for the privileged but for everyone. Another thing my research has found is the 
growing divide between the North and South of England - the North has been hit hardest because of 
the deprived areas and the wealth of the South has provided a greater safety net during the pandemic. 
 
I thanked Dr. Khabaz for generously giving his time for this interview, providing insights into 
how his work interlinks with the inequalities and poverty within the UK, and indeed the world. 
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Is It Time to Go Public? 
Amishi Gupta 

 
We cannot escape inequality. It exists so widely that no matter which corner you turn to, you’ll see it 
in some shape or form. A large form is inequality in the access to services. From this, we see lack of 
opportunity, followed by the difficulty of breaking free from the cycle of poverty. In today’s world 
most economies and political beliefs allow for both the public and private sector, forming mixed 
economies. But should we expand the public sector? Is greater public provision of services the solution 
to inequality?  
Traditionally, in the UK, the provision of public services is accepted to some extent. In fact, this may 
be increasing in some aspects, as in recent years, an increasing number of people have expressed their 
support for the Free School Meals programme. We have a varied range of public services, including 
the BBC, free education up to age 18, as well as the NHS. The NHS, allows everyone to receive basic 
healthcare and medical prescriptions, allowing for a healthier, happier, and more productive 
population. Similarly, state-provided education for children until age 18 allows to gain a decent level 
of knowledge and skill, allowing for further progression in careers, and breaking the cycle of poverty. 
Combined, our economy can grow better and quicker. Though, both these examples are only public to 
a certain degree – private healthcare and schools exist, with 6% of all children in the UK attending 
independent schools. Arguments as to whether these markets should be completely public or not exist 
broadly but having a public element to it is useful nonetheless in reducing inequality.  
Why turn to public provision of services? From a social and political standpoint, public services 
encourage participation and allow for access to safe measures. Plus, many benefits and money transfer 
schemes tend to have stigma attached to them, discouraging use, like the SNAP program in the US – 
it had the idea of ‘stamps’ which carried negative connotations from the past. Information gaps are 
another issue. Many programs exist but those eligible often aren’t aware that they are eligible, or 
simply of the program’s existence. By having public services, stigma is removed as the collective ideal, 
where everyone shares the available resources, comes into play and what is offered, is known to all.  
Traditionally, we use money transfers to tackle income inequality specifically. Money transfers, like 
the Direct Benefit Transfer (DBT) in India, allow people to use the added income in ways they feel 
best suited. Public services reduce income inequality through ‘virtual income’, this is the use of 
services for free. In OCED countries, access to healthcare, education, housing, child and elderly care 
account for 76% of income for the poor, and 14% for the richest. Providing these services will be better 
than providing Universal Basic Income (UBI) or the tax and benefits system. The ‘virtual income’ 
reduces income inequality whilst allowing for equal access to services, so, clearly it is time to switch. 
Under Oxfam’s report in 2014, the provision of healthcare and education will reduce the inequality 
coefficient by 10-20% in South American countries like Argentina, Brazil, and Mexico. This is similar 
to the UK - the NHS reduces income inequality by 13% compared to what it would be if we paid for 
our healthcare. However, when considering services, it is crucial to assess their quality. The NHS for 
instance, whilst a key part of our society isn’t without its flaws; it has long waiting times, staffing 
shortages, and the COVID-19 pandemic has put it under unprecedented pressure. 
Thailand is a great example of how healthcare can alleviate poverty and reduce inequality. The Thai 
Universal Coverage Scheme reduced the proportion of the poorest 20% that are pushed into poverty 
by large health payments from 7.1% in 2000 to 2.9% in 2009, around a 2.5x reduction. Less people in 
poverty means lower disparity, and schemes like this benefit the poor more than the rich, closing the 
inequality gap. 
Alarmingly, for the poorest 20% in Pakistan and India, education costs 127% of their income. Imagine 
how many could break the poverty cycle if they could be educated for free. Free education also reduces 
gender inequality, with greater numbers of girls being educated as well as low-income families. With 
a higher proportion of young people being educated, economies can prosper due to a more skilled 
workforce.  
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Oxfam believes developing countries should be spending 20% of their national budget on education 
and 15% on healthcare. If you add provision of housing and child/elderly care, disposable income in 
these countries will increase by 29% on average. This can be used to better quality of life, and increase 
an economy’s consumption in general. Quite how transformational these basics provisions can be to 
the poor cannot be overemphasised. Having a roof over their heads increases safety as well as stability 
and Internet access allows for better networking, learning and opportunity. As basic as they are, simply 
beginning to provide services, of good quality, will largely uplift people’s livelihoods. Plus, since 
everyone will be accessing the same quality services, inequality will begin to reduce significantly.  
These national services will mean spatial inequality will fall, reducing deprivation across locations. 
This changes perception of these areas, creating a chain of events starting with more inward investment 
and resulting in a growing economy and community through flourishing housing and businesses. In 
lower income countries, this could reduce urban to rural migration as nationwide people would access 
essentials, allowing for growth more evenly through the country, preventing inequality from worsening 
in the first place. 
Developing countries aren’t the only ones who need this transition from private to public. Providing 
childcare in developed countries will allow mothers to re-enter the workforce, expanding an 
economy’s maximum potential. This may even reduce the gender pay gap as more women are able to 
return to work post-pregnancy. In the UK, the North-South divide is worsening primarily due to lack 
of opportunity. Schooling is at the root of this and although education is state-provided, ensuring the 
quality of teaching is consistent and adequate is key. Homelessness is also a growing issue needed to 
be tackled by the government, potentially through providing housing through targeted schemes. 
So, is greater public provision of services the solution to inequality? Perhaps not on its own. This is 
where politics and economics conflict almost. Is it politically acceptable to provide so many public 
services? Not entirely, after all, the provision of public services is reliant on the reluctant tax payer and 
the government has to navigate a fine balancing act. However, tax rates can be selected to maximise 
tax revenue, as depicted by the Laffer curve, and hence fund good quality and sustainable services 
together, which can certainly reduce inequality. Additionally, they allow for this change in a socially 
equal and comfortable way, ensuring the utilisation of the services is maximised and social tensions 
are minimised. 
 
References: 
https://www-cdn.oxfam.org/s3fs-public/file_attachments/bp182-public-services-fight-inequality-030414-en_1.pdf 
https://neweconomics.org/2017/12/universal-public-services-answer-europes-widening-inequalities 
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How Does Technological Change Effect Employment and Wage Gap Between the 
Skilled and Unskilled Workers? 

Siddharth Soni 
 

It is widely acknowledged that technology is the key driver of economic growth for countries, regions, 
and cities. Technological progress allows for more efficient production of an increased number of 
goods and services of higher quality, which is what prosperity depends on. However, this change 
would also require high skilled workers to design, produce and maintain these pieces of equipment. 
This is the stem of the wage gap between skilled and unskilled workers.  
Furthermore, when an economy grows, the demand for higher skilled workers rises as there are more 
high-tech industries. This pushes up wages for high skilled workers; not only will this consequently 
reduce wages for low skilled workers, but it could also reduce the quantity of low skilled jobs available 
as it could see AI and machines take over as firms have retained profits to invest in such technology. 
Automation threatens low skilled workers; research from McKinsey & company shows that 45% of 
all current tasks can be automated with current technology, shown below. 

However, robotics and complex computerised equipment can successfully replace skilled labour too. 
Computer software is now replacing journalists, being able to synthesise news items electronically. 
Even traders in financial markets are now being swapped out by automated algorithms. In 2012, 
150,000 human workers worked at Wall Street, 3 years later the number was down to 100,000 (1/3 
reduction) due to automation. This goes to show that AI and technological changes aren’t only a 
problem for low skilled workers; all workers, irrespective of profession and skill, now face what John 
Maynard Keynes called “technological unemployment”. A much-cited research study by Oxford 
University found that 47 per cent of all employment (80 million jobs in the US, 15 million in the UK) 
is threatened by automation.  
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A skilled worker by definition is a worker that has additional training and education, and an unskilled 
worker is one that does not. So, naturally, an employer would opt to have worker with a higher skillset 
as they have a higher productivity than a lower skillset. The difference in elasticity of the supply and 
demand curves can be seen above in the graph. 
 
Since the dawn of the 21st century, technology has been quickly integrated into the day-to-day lives of 
people from every country around the world. It can be widely seen in all industries such as healthcare, 
agriculture, retail and many more; as firms strive to heighten profit margins by reducing costs of 
production, technological change to aid this is inevitable. However, this poses significant problems for 
unskilled workers. The development of technology has therefore caused the emergence of ‘exponential 
organisations’ - these are companies that are growing exponentially quickly by leveraging technology 
and hiring less, but more tech savvy, employees. This lowers their long-term cost of production as they 
spend less money on labour, yet still get a very good quality of labour via high skilled workers or 
efficient machines. The graph below shows the growth of exponential organisations in comparison to 
normal ones. Notable examples of exponential companies include Uber, Amazon, Netflix and PayPal.  
Although technological change can lead to the wage gap widening, in some special cases we may be 
able to see the opposite. I believe that the technological changes and advancement in places such as 
education and training will be beneficial for lower skilled workers that tend to be of a lower income. 
Today, vast amounts of information in the form of books, audio, images, videos, etc… are available 
on demand through the Internet, and opportunities for formal learning are available online worldwide 
through platforms such as Khan Academy, MOOCs, podcasts, traditional online degree programs, and 
more. Access to learning opportunities can greatly help workers develop their skillset and help them 
distinguish themselves from other workers. This can majorly benefit low-income low skilled workers 
as these online courses are often free of charge or low-cost and are easily accessible. This promotes 
educational equality and helps low skilled individuals develop their skills to make them more attractive 
employees. Boosting the supply of high skilled workers will result in the average wage lowering for 
high skilled workers, and this will therefore reduce the wage gap between workers with different 
skillsets. 
Furthermore, the enhancement of technology over time has arguably created more jobs than it has 
eradicated. According to a report from the World Economic Forum, 85 million jobs will be replaced 
by machines with AI by the year 2025. The same report states that 97 million new jobs will be created 
by 2025 due to AI. These jobs range from high skilled and low skilled jobs. A January 2018 Accenture 
report titled “Reworking the Revolution” estimates that new applications of AI combined with human 
collaboration could boost employment worldwide as much as 10 percent by 2030. 
 

Electricity changed the world, as did industrialisation. No one can 
reasonably claim that we would be better off without these 
technologies. Each of them has ineffably bettered our lives, created 
jobs, and raised wages and standards of living. The effects of AI 
will be bigger than electricity, bigger than industrialisation, bigger 
than anything that has come before it and it will have similarly 
transformational implications. 
 

References: 
https://www.economicsonline.co.uk/Labour_markets/Wage_differentials.html 
https://www.youtube.com/watch?v=Y9FOyoS3Fag 
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Helping the Underserved 2bn Population – An Exploration of Micro Finance 
Institutions 

Krishna Akella 
 

Across the globe, more than 2 billion people lack access to basic financial services according to a 
recent study by the World Bank. Commercial banks refuse to lend to people unable to meet the 
conditions of a loan, associated with the data profile of the borrower - information such as credit scores, 
tax returns and other basic financial information. However, in many of the world’s rural regions, people 
do not even possess this information, meaning that banks are reluctant to lend money or open accounts. 
So, how can bank accounts and loans become more accessible to help break of poverty cycles? Could 
microcredit and microfinance institutions step in to contribute in an impactful manner and bring change 
to these underserved community? 
Many, in developing countries such as India or Ghana, struggle with saving up, as they lack ability to 
weather the impact on their finances arising from medical emergencies or poor harvests.  
Summary of challenges faced by these people: 

• Inability to save effectively and plan financially   
• Poor job security  
• Economic instability in LIDCs and EDCs  
• Inability to specialise in one given field of work: Reduced job security means the poor often 

have to work multiple jobs at the same time; a study in a village in Udaipur, India, showed that 
some households worked 7 jobs between only 3 working household members.  
 

To understand the impact of this lack of access, we need 
to delve into the concept of S Shaped poverty trap, 
explored by Nobel Prize Economist Esther Duflo. The 
concept is that “income today” influences “income 
tomorrow”; the 2 axes of the poverty trap graph. If 
“income today” is low then this will impact how much 
money can be spent on food, healthcare and education, 
resulting in “income tomorrow” being lower. Reduced 
education spending by a household would mean that a 
minimal number of educational qualifications would be 
achieved, not allowing household members to access 
higher wage jobs, effectively “trapping” them on the 
left-hand side of the graph between D and A on the x-
axis.  

The S-shaped poverty trap demonstrates how much harder it is for a poorer family to access financial 
services and this drives a vicious circle. Banks are reluctant to work with people in rural and remote 
areas with very low incomes as the operational costs of running an account with little money exceeds 
potential profit. The poor also lack access to financial information required to take out a loan, for 
example credit scores and transaction history. This reduces the banks’ confidence to work with the 
lower income demographic, hence millions of people worldwide, not just in rural areas, struggle to 
access formal financial services.  
Microfinance/credit (MFI) is an example of formal financial institutions, where smaller scale loans are 
provided (between $10 to $100 approximately) to people who would otherwise not have access to 
financial services. They play the same role as a bank, providing savings and transaction accounts and 
also improve financial literacy of borrowers. This enables the poor to manage their money effectively.  
Lower income groups tend to be more entrepreneurial, owning shops or offering services in their 
respective areas. The presence of MFIs means that they are now able to take that entrepreneurial risk 
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and invest in more capital goods, improving the quality and quantity of factors of production available 
throughout the economy. Examples of MFIs include Grameen Bank (translating to Village Bank, 
started in Bangladesh), working in over 80,000 villages with a roll of over 6 million borrowers. 
Grameen Bank has generated great returns for borrowers, a study showed that a participating 
household owns 56% more resources than before and has a net worth 51% higher than a non-
participating household. 
Set up by Dr. M Yunus, for the local village women, starting out with loans as small $27, Grameen 
Bank is built on the idea of “solidarity lending”, where there are no formal contracts involved in the 
loans. This enables flexibility in the payback of the weekly instalments, making the terms much more 
accessible to more people. Many MFIs aim to incorporate the same amount of flexibility within their 
borrowing terms, in order to involve more people within the scheme. A unique element of the lending 
by Grameen Bank is that it forces the borrowers abide by the “16 decisions” which includes 
compulsory enrolment in schools for children and appropriate family planning. This model of money 
and nudging on the right investments would promote an escape from the S Shaped poverty trap.  
One of the factors contributing to the success of Grameen Bank is the backing provided by the 
Bangladeshi Government. In 2013, the “Grameen Bank Act” was passed, which ensured Government 
funding through bond purchases and some element of control over the bank. The Central Government 
of Bangladesh has a 6% ownership stake, with the rest belonging to the borrowers. If other 
Microfinance Institutions intend to make a difference to people’s lives, like Grameen Bank, it is 
imperative the governments back the institutions.   
However, microcredit has the potential to create information gaps, causing market failures. Often, in 
rural areas, people lack financial literacy, leading to borrowers excessively using credit cards, or taking 
out unpayable loans, worsening their financial situation. Microcredit also assumes that the consumers 
are rational when making financial decisions, which may not always be true; borrowers tend to follow 
what other people in their community are doing, perhaps without rationale. Another charge levelled at 
MFIs is the high interest rates on small loans: the interest rate for a small loan is approximately 20-
25% at declining balance. Banks try to justify this by pointing to the high operational costs involved 
in lending in these small sizes. For comparison sake, the cost of a US based commercial bank loan 
amounts to 3% of the loan amount. For MFI’s to provide smaller loans with the same financial security, 
the cost to serve is higher, which impacts the overall ROI for its investors. To improve the credibility 
of Microfinance institutions, the focus should be to reduce operational costs associated with providing 
smaller loans. This would enable microfinance to become even more accessible and enable more 
people to manage their money effectively.  
Despite the potential drawbacks, MFIs have the potential to help people break out of the poverty trap 
and debt cycle and provide a route to prosperity.  
 
 
 
References:  
https://www.bai.org/banking-strategies/article-detail/making-small-business-loans-profitably/ - 
banking costs  
https://archive.org/details/communityeconomi0000unse/page/113/mode/2up - 16 decisions info  
http://www.gdrc.org/icm/grameenbank.html - grameen bank data  
“Poor Economics” – Esther Duflo and Abhijit Banerjee 
World Bank  
World Economic Forum data 
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The Dangers of Economic Inequality and the Psychology Behind It 
Dominic Ly 

 
Economic inequality, the unequal distribution 
of income, wealth, and opportunity, has been 
prevalent for centuries. From historic 
civilisations to our modern-day industrial era, 
societies are moulded by the inequalities and 
inequities which loom around economies. The 
effects of economic inequality are catastrophic; 
more unequal societies face consequences such 
as a less stable economy, less social mobility, 
lower standards of education, trust, 
participation, and happiness. However, what is 
further derived from a society with high 
economic inequality are the psychological 
perceptions that affect the individual’s choices to make rational economic decisions as both consumers 
and producers.  
 
To understand the judgement that economic inequality is inherently divisive and socially corrosive, 
we must analyse the correlations between inequality and social factors that play into the standards of 
human life. In 2016, the ONS calculated that the richest 10% of households in the UK hold 44% of all 
wealth, whereas the poorest 50% own just 9% [1].  

Wealth inequality is further worsened by a multiplier effect where wealthier individuals will put more 
of their assets towards high-risk investments, and as a result, gain higher returns on their investments. 
It is estimated that wealthiest 1% put three quarters of savings into investment assets whereas the 
middle class, with large housing debt, have 63% of assets tied to their homes. [2]. 
 
But how does this fare in our society? How do inequalities exist within our society? 
One consequence of economic inequality is that there are close ties to economic instability, financial 
crises, high debt, and inflation. This cycles through: increasing inequality depresses demand as 
consumption levels are orientated around those with lower incomes and a higher marginal propensity 
to consume. As those with higher incomes tend to save, there is a direct leakage in the circular flow of 
income, leading to a reduction in aggregate demand, in turn leading to unemployment. As a response, 
governments will take economic measures to stimulate a boost in demand, for example, cutting interest 
rates. Although, consequently these superficially beneficial measures feed into asset bubbles as asset 
prices rise drastically, exacerbating inequality as a whole. 
 
Additionally, another consequence of economic inequality is its direct correlation with increased health 
and social problems. Through different studies, totalling over 60 million participants, it is evident that 
those living in regions with high income inequality have a risk of premature mortality (8% per 0.05 
unit increase in the Gini coefficient, where a higher figure reflects a greater degree of income 
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inequality) and poor health, without regard to socioeconomic status, age or gender. A rising obesity 
issue is also associated with a low income, as issues of food insecurity, and access to exercise is limited. 
Poor health, including mental health is damaging as more sick days are taken (which may contribute 
to higher costs attributing to healthcare), an increase in poorer quality of work, and in some 
circumstances, lead to unemployment as lower income jobs tend to be more physically demanding.  
 [3] The relationship between income inequality and the frequency of health and social problems such 
as life expectancy, education, homicides and crime, etc. 

The factor of economic social mobility and education is an additional critical impact that is a result of 
social inequality. Social mobility, “the movement of individuals, families or groups through a system 
of social hierarchy or stratification” [5] can involve changes in social class or occupation. What plays 
into this mechanism is the absence of education, where low- income groups tend to receive poor 
qualities of education, hence becoming less skilled and consequently earning lower incomes. Low-
income groups may also experience low levels of trust within their communities, where poorer social 
and family relationships damages learning. It is clear that inequality is a vicious cycle, where lack of 
social mobility means that workers are entrapped in their positions and are unable to grow. 
However, an external hand psychologically dictates the decisions of the individual; what stems from 
being poor, is the experience of feeling poor. It can be deduced that people respond to inequity 
emotionally rather than rationally. Comparisons are continually made from peer to peer based upon 
income and social status, where satisfaction is ever-shifting when comparisons are continually made 
with the top-end. This is known as the relative income hypothesis, where a study had proven that those 
that have learned that they have been earning less than their peers responded negatively. Nevertheless, 
the top end who have learned they earn more than their peers did not even respond positively. 
Ideologies such as the Easterlin Paradox have been established to link the trend of happiness to income.  
It deduced that any satisfaction to increases in income is diminishing, and that social welfare is 
maximised at a set income. 
Within our economy, the effects of “feeling poor” will directly translate into the economic decision-
making of producers and consumers. Social perceptions are critical for economic decision-making as 
an individual’s choices will be heavily influenced by how one interacts and engages in social groups. 
Lack of trust among societies is a consequence of inequality, where “in two large US and UK samples, 
increases in income over time were associated with increases in social trust over time, controlling for 
age, gender and life satisfaction” [6]. Structural explanations within society can demonstrate that there 
are wider, psychological forces that play a role in state of the economy, and those involved in politics. 
To prove this, another study made apparent that those with a higher socioeconomic status are more 
likely to make decisions orientated around themselves, claiming that financial successes are due to 
one’s own excellence and merit [7]. This can intensify the negative impacts of being of low 
socioeconomic status; as inequality has risen, political interest and participation of the poor has 
declined. It is clear that economic imbalances correlate to political polarisation.  
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On an individual scale, those that suffer from aching weight of inequality are likely to undertake more 
risk-taking decisions. One study below by B. Keith Payne analysed all Google searches since 2004 by 
state, where key words that were linked to risk were flagged up. 

[8] Associations between inequality and risk-related search queries, where inequality is measured in 
Gini coefficient across 50 states in America 
This outcome can be elucidated when linked back to the relative hypothesis model. Inequality increases 
risk taking as individuals constantly make social comparisons to high-end income earners. Such 
extreme comparisons lower satisfaction with a person’s own status and security. The impacts are 
catastrophic when financial risk taking equates to gambling, debt and crime. Moreover, risk-related 
health problems linked to inequality can consist of smoking, recreational substance abuse, unhealthy 
diets and drinking, all in which impose inimical negative externalities to societies. 
The solutions to inequality lead to a paradox – in order to fix inequality, we must fix politics, however, 
to fix politics we must fix inequality. Despite this, certain measures can be implemented in the tunnel 
of inequality to reach the light that is a fairer society. One measure can be achieved by taking a Swedish 
approach. Despite high differences in earnings, Sweden, having a Gini coefficient of 0.288 [9], narrows 
the gap through income taxes, generous cash benefits, and a general welfare state. Japan, however, has 
smaller differences in earnings before tax, as well as having a high, 45% tax rate for the rich and an 
inheritance tax rate of 55%. Redistributing income allows for higher revenue to put in place supply 
side policies that improve the quality of education and infrastructure, as well as benefits and job 
schemes to increase employment. In the UK, wealth factors significantly into inequality, where the 
value of wealth is outgrowing income. This is detrimental as those born or marrying into money will 
become Britain’s wealthiest. Furthermore, by disincentivising second- or third-time property buyers 
and allowing those with lower incomes to build assets, the effects of income inequality will be 
minimised. With a combination of all these adjustments to our economy, the benefits of a fairer society 
will cascade down to improvements to human capital, productivity and lifestyles. 
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Employment and Unemployment 
Zachariah Fischer 

Employment is one of the most valuable metrics for an economy, and it is one that is so powerful 
because it counts everyone equally, a CEO and a cleaner both only add one job. Employment is also a 
metric that matters the most to normal people, you can have all the growth in the world but it people 
do not have a job they will not be enjoying the benefits. 
Unemployment, on the other hand is one of the few bipartisan issues, and one that every politician 
feels the need to mention their plan to solve it. It is also a powerful driver of social change, with the 
fear of it driving both Brexit and the Trump campaign, as people turned to unconventional means in a 
belief of the current system being unable to save them from it. 
The following articles are a great selection of points that fall under employment or unemployment, 
examining the minimum wage and its effects, UBI and how it can change unemployment. What links 
all these articles together is their analysis of how these things could affect employment or 
unemployment. 
We also have a short interview with LSE professor John Van Reenen, where I ask him about his 
thoughts on topics such as working from home and UBI, questioning his thoughts on the future of 
employment. 
 
1).  What should we be looking for when increasing employment? should we prioritise better 

employment that people find fulfilling or focus on reaching higher employment? 
Important to generate high quality jobs with decent wage and career prospects. Employment rate is 
relatively high in UK, problem is more low wages 
 
2). Do you see any form of UBI as being successful? 
No. The problem is that a UBI at a good level would mean extremely high levels of taxation. Better 
to target at people who need it more 
 
3). What do you think the government can do for unemployed people aside from welfare, 
would a modern 'New Deal' be either possible or worthwhile?  
Important to give help with finding jobs and raising human capital through higher quality training 
(and schooling) 
 
4). Do you think working from home will become more prevalent due to Covid and what effects 
would this have to society? 
Yes. It will mean a move out of cities. More digital technology and hopefully better working lives 
 
Section Contents: 
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Universal Basic Income 
Victor Nguyen 

Universal Basic Income (UBI): where citizens receive a set amount of money on a regular basis with 
no strings attached, has long seemed an unattainable policy to replace welfare and more specifically, 
unemployment benefits. However, as the data and popularity of politicians who back the controversial 
policy builds up, it feels inevitable that UBI will be implemented further than the pilot tests it has 
already experienced. 
 Andrew Yang brought UBI back into the economic limelight when he ran for Democratic Nominee 
in 2020, qualifying for 7 of 8 Democratic debates. He followed his surprising success by leading the 
race for New York City Mayor up until a month before Election Day, eventually falling short at the 
final hurdle. Despite not being elected, Yang showed that there was demand for UBI, one of his 
flagship policies in the campaign. Although it was not the full-fledged ‘Freedom Dividend’ he had 
pitched while running for President, where each and every American citizen would receive $1200 a 
month, it aimed to replace unemployment benefits for the poorest 500,000 New Yorkers. The policy 
would give $2000 annually to those who became a part of the program, “with the vision of eventually 
ending poverty in New York City altogether” (yangforny.com). Clearly, many New Yorkers believed 
in Yang and his version of UBI, something almost unimaginable a decade ago. 

 
 As shown by the map above, UBI has been trialled globally, with varying levels of success. Most 
trials came to the same conclusion; UBI does not disincentivize unemployment, UBI increases mental 
and physical wellbeing and UBI decreases level of crime. Iran implemented a nationwide cash-transfer 
version of UBI in 2011, funded by reducing subsidies in gas and bread amounted to 29% of median 
household income. The equivalent in the US would be an extra ~$16,500 annually (World Economic 
Forum). The only negative effect on employment that investigators found was that on Iranians in their 
20s, who spent their newfound income on higher education and therefore could/would not find 
adequate employment. Similar results were found in Finland where a controlled, 2 year-long UBI 
experiment was conducted. This experiment gave 560 euros to 2,000 randomly chosen individuals. 
While it is important to note that average life satisfaction was 7.3 out of 10 for those given UBI, 
compared to 6.8 in the control group, the focus of this article is upon the effect UBI has on employment. 
Again, UBI defied what most economists theorised, that employment would go down for those given 
UBI - why work if you could live comfortably off of the government? The findings were in fact the 
opposite, UBI had had a positive effect on employment, “the differences were statistically significant, 
albeit small” (mckinsey.com).  
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Clearly UBI has a positive effect on employment, but why? Basic Income advocates have multiple 
explanations, one of the most prominent being that it avoids the “welfare trap”. At a certain level of 
Andrew Yang income households become ineligible for some unemployment benefits. Such policies 
make it incredibly difficult to escape the poverty line - those on benefits may not want to find 
employment as it may leave them worse off financially than if they had stayed on benefits. Similarly, 
families might be unwilling to take that extra step (accepting a promotion or an increase in pay) that 
might see them escape poverty because they would no longer receive benefits. UBI bypasses this issue 
by providing unconditional financial support, there is no point where UBI cuts off. Therefore, citizens 
can explore their options, choosing employment that is right for them, increasing their productivity 
etc.  
Another argument is that UBI future-proofs rises in unemployment. Although the COVID-19 
pandemic has seen cash-transfers similar to UBI (stimulus checks in the US), the main problem that 
many economists fear will plague the employment market is automation. UBI would serve as a ‘basic 
income’ to cover for those who are no longer deemed efficient enough, a problem that seems inevitable.  
UBI could theoretically replace and improve upon unemployment benefits globally. However, there 
are still many questions to be answered about its practicality. Would it replace all forms of welfare? 
Who would finance it? Not every country has an abundance of natural resources like Iran. Could it be 
ineffective as a form of wealth redistribution? The wealthy or middle class would receive still UBI. 
How much should it be? These are all important questions to ask about a progressive, controversial 
and substantial policy that has not yet been fully explored.  
However, the COVID-19 pandemic has acted as a catalyst to the spread of the idea of UBI. Poverty 
and structural unemployment are issues nearly all governments will have to face emerging from the 
pandemic, issues that advocates of UBI say it can solve. The seemingly inescapable issue of 
automation and popularisation of the policy may well see Universal Basic Income take centre stage as 
an economic policy for decades to come. 
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Is a Minimum Wage Beneficial to The Economy? 
Tanay Saksena 

 
The concept of a minimum wage, “the minimum amount of remuneration that an employer is required 
to pay wage earners for the work performed during a given period,” is one that has been implemented 
by the UK economy for decades. First introduced in the US by President Franklin D. Roosevelt in 
1938, minimum wages were used to improve living standards after the economic havoc of the Great 
Depression in the early 1930’s. Since then, this concept has spread globally, with the UK implementing 
minimum wages for the first time in 1998 through the National Minimum Wage Act. Economists have 
long argued the benefits and drawbacks of minimum wages, and whether this form of government 
intervention is desirable. 
Visualising an economy in the absence of a minimum wage offers an insight into its purpose. Leaving 
wages to the market mechanism can have severe consequences for workers, a clear example being the 
exploitation of workers in the case of a monopsony. A monopsony, as opposed to a monopoly, is a 
market situation in which there is only one (or very few) buyers. In a labour market, this is a situation 
in which a firm has significant control over wages, due to a lack of alternative jobs for workers, 
resulting in the risk of wages being set below subsistence levels. A minimum wage prevents firms 
from setting such wage levels for increased profit. 
The main benefit of the minimum wage is intuitive - workers who were previously paid below the 
minimum wage will receive an increase in income. As low-income workers receive higher wages, 
living standards will increase due to a higher disposable income - this was the reasoning behind its 
original implementation in 1938. Since low-income workers are more likely to spend when given 
money, this will also cause a boost in the economy through an increase in consumption. 
A minimum wage offers a way to provide benefits to low-income households while increasing 
incentive to work, as workers will receive a higher income when taking jobs. This contrasts with 
unemployment benefits, which create a disincentive for people to seek employment. A minimum wage 
could therefore lead to a higher labour participation rate as the benefits of work become greater. 
A minimum wage can have some unexpected benefits, such as an increase in technological 
development. As the costs of labour increase, it can be more efficient for firms to invest in automation 
and labour saving capital intensive technology. This would improve productivity such that the 
marginal product of labour (the increase in production that a worker brings to a firm) is greater than 
or equal to wages. For example, a larger number of low-skilled jobs, such as hotel porters and check-
out assistants, have been automated in Europe than in the US, partially due to the strict binding 
minimum wage laws in Europe. This shift from cheap labour towards automation leads to a boost in 
productivity, benefiting both firms and the economy as a whole. 
The most common criticism of minimum wages can be understood through a standard supply and 
demand model. This assumes that competition between employers ensures wages are equal to the 
marginal product of labour for each worker. In an economy with a minimum wage, wages are 
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artificially pushed above the market equilibrium, which will result in job loss through a shortage in 
demand and excess supply. This is illustrated in the diagram below: 
 
A minimum wage can also negatively impact industries reliant on low paying jobs such as low-cost 
manufacturing. Low-cost manufacturing generally uses unskilled labour with relatively low 
productivity, and paying these workers mandated minimum wage can result in significant increases in 
production costs. This increases the incentive for firms to offshore to cheaper locations. As a result, 
structural unemployment will significantly increase, reducing growth especially in developing 
countries which consist of a generally unskilled workforce and an economy where most industries are 
reliant on cheap labour. However, in the case of developed countries, it can allow economies to 
transition to higher value-added sectors, as the economies of developed countries consist of more 
skilled workers.  
Setting the minimum wage at the right level is crucial to its success - setting it too high can result in 
too many job losses, while setting it too low might diminish its intended benefits. Minimum wage 
levels should be set based on statistical indicators such as median wage, with the exact levels being 
decided by an expert body to minimise political interference. It is also critical that the impacts of the 
minimum wage are closely monitored due to their unpredictability, and changed accordingly. 
While the impacts of minimum wage can be endlessly debated, minimum wages are generally 
beneficial to the economy, especially in the context of developed countries such as the UK. A minimum 
wage ensures that workers cannot be exploited for cheap labour by firms, and that workers receive 
enough income to avoid poverty. While they can sometimes harm businesses through an increase in 
costs, these impacts are minimised with correct implementation, and are heavily outweighed by the 
potential benefits. As with most forms of intervention, minimum wages will only be beneficial if their 
impacts are closely monitored and their levels changed appropriately. 
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Does a Minimum Wage Have a Harmful Effect on The Economy? 
Aakash Rai 

The minimum wage in the UK was first introduced in 1999 under Tony Blair’s government where it 
was £3.60 an hour. Since April 2021, the minimum wage for adults over the age of 25 is £8.91, which 
is a substantial increase within 22 years. The introduction of the minimum wage has been hugely 
controversial while supporters, including myself, arguing it stops the exploitation of low-skilled 
workers. Meanwhile opponents have fiercely argued that the minimum wage causes higher levels of 
unemployment in the economy, as well as providing reduced incentive to hire unexperienced workers. 
But is the theory that minimum wage is detrimental to the economy true, and if so to what extent? 
The minimum wage is a fantastic way for governments to improve the quality of life for its citizens. 
By making businesses pay a certain minimum, lower paid individuals receive higher sums of money 
for their time and labour. When the minimum wage was first introduced in the UK, 12% of the 
workforce saw an increase in their incomes. This can have hugely positive impacts for the standard of 
living for such individuals as they have a greater disposable income which they can spend on more or 
better-quality goods and services. This can be seen in New Zealand where increases in minimum wage 
directly correlate with increases in happiness according to government surveys. The increase in quality 
of life is even more pronounced in developing countries, where in places such as Bhutan the 
introduction of this scheme saw undernourishment in poor households decrease by 25%. I believe that 
the long-term impacts maybe even greater than then the short-term ones. This is since increased 
household incomes often correlate heavily with the education level of their children. This is primarily 
because increased incomes allow for increased spending on educational equipment. This can help 
children claw themselves out of the cycle of poverty. 
The minimum wage also can have a strong positive impact on local businesses. After the introduction 
of a 348 rupees per day minimum wage in Mumbai, activity in the city’s restaurants increased by 15%. 
This is down to the fact that increased wages can lead to increased consumer confidence which 
increases their willingness to spend money. Nobel Prize winning Economist Abhijit Banerjee 
mentioned in his book ‘Poor-Economics‘ that low income households often respond to increases in 
wealth/income by spending that money instead of saving it. This favourably impacts local businesses 
which can mean a thriving economy where store owners receive higher profits and can hire a larger 
workforce. 
However, ever since the introduction of the minimum wage in countries around the world, rising 
unemployment has been said to be the primary downside. This is because government intervention in 
the labour market through the use of the minimum wage causes a price floor to occur. This means that 
due to higher wages more of the inactive workforce are encouraged to join the job market, increasing 
the supply of labour. However, an increased cost of labour means corporations are less willing to 
employ workers, leading to a decrease in demand for labour. This results in excess supply in the labour 
market causing, in theory, unemployment to take place. 



 
Olavian Economist 2021-2022 

 
   25 

The American minimum-wage law was enacted in 1938. The hourly wage was set at 25 cents an hour, 
or 40 percent of the actual average wage. Merely one year later, the federal government had enough 
data to conclude that between 30,000 and 50,000 people lost their jobs throughout the country as a 
direct result of the minimum wage. This is the reason why many classical economists oppose the 
minimum wage as they believe that there is always a market-clearing price which is the price at which 
both someone is willing to do it and someone else is willing to pay them to do it. 
Teenagers and other unskilled/inexperienced workers are also particularly hard-hit by the minimum 
wage. As the minimum wage forces business to pay workers the same rate regardless of experience, 
firms will prefer to hire experienced/more mature workers for minimum wage rather than 
inexperienced ones. This creates a huge economic problem in the labour market, as newer workers are 
simply not getting enough experience to advance in their careers. A 1998 OECD study found that a 10 
percent increase in the minimum wage reduced teenage employment by 2 to 4 percent. However, the 
government can reduce the impact by introducing a lower minimum wage for younger workers and 
apprentices. The UK government, for example, has a minimum wage for under 18’s of £4.62. 
However, the impact that the minimum wage has on unemployment is disputed by economists. David 
Card and Alan Krueger argued in their book ‘The New Economics of the Minimum Wage’, that the 
effects of a minimum wage introduction are minimal or even non-existent. They concluded that 
following an increase in minimum wage in New Jersey, employment increased. This is further 
supported as in 2014, Washington, which has the highest minimum wage in the US, saw the highest 
rates of job creation. Personally, I believe that the impacts of a stable gradually increasing minimum 
wage are miniscule as increased incomes can actually lead to job growth. 
The minimum wage can be detrimental to a nation due to the increased unemployment caused. 
However, I consider that it is far more important to achieve a decent quality of life for all citizens, and 
the minimum wage provides a means for basic living. Many countries agree with my position as more 
and more nations are adopting the minimum wage. 
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How Will Rishi Sunak’s Budget Reduce Unemployment? 
Luxan Sureshan 

 
On the 3rd of March 2020, Rishi Sunak unveiled the contents of his budget, announcing a raft of new 
support measures alongside plans to shore up Britain’s finances in the wake of the coronavirus 
pandemic. The biggest takeaways from the Budget this year were the £20 weekly uplift in Universal 
Credit worth £1,000 a year to be extended for another six months. Furthermore, the UK will also 
borrow a peacetime record of £355bn this year, the higher rate of income tax threshold to be frozen at 
£50,270 from April 2021 levels to 2020. Finally, the corporation tax on company profits above 
£250,000 to rise from 19% to 25% in April 2023 and £1.65bn to support the UK's vaccination rollout 
and £50m to boost the UK's vaccine testing capability.  Despite many lives and livelihoods still at risk, 
the Budget is focused on short-term support for people's jobs and finances. In this article, I will discuss 

how this year’s Budget will impact unemployment. 
This can be seen with Sunak stating that the National Minimum Wage will increase by 2.18% from 
£8.72 to £8.91 for people aged 23 and over. From a micro perspective, the new minimum wage 
increases to MW2 (seen below). This will potentially result in a contraction in demand for labour, as 
businesses will have greater costs to maintain, and, alongside this, the supply of workers expands. This 
happens because the new minimum wage means they have greater incentive to work. This may mean, 
to negate the effects increased costs, businesses will start to make workers redundant. 
 Moving onto a macroeconomic perspective, this means governments have to borrow more to spend 
on transfer payments, as the government will have to pay more unemployment benefits. As well as 
this, increases to housing benefits and income support will simultaneously result in a greater budget 
deficit. In addition to this, higher unemployment may indicate that the economy is operating below 
full capacity and is inefficient, which means there is less output than there could be, leading to smaller 
real incomes. This will mean consumer confidence is likely to be decrease, thus reducing consumption. 
In turn, business confidence will decrease, as fewer people will be buying their goods and services. 
This results in decreased revenue for them, thus causing a decrease in investment, which will result in 
a greater decrease in aggregate demand, which means actual economic growth will fall, which will 
finally cause real GDP to fall. 
Unemployment may also increase due to the increase in corporation tax. Sunak stated that corporation 
tax on company profits above £250,000 will be increased from 19% to 25% in April 2023. Ceteris 
paribus (all other things being equal), this will mean businesses will have less retained profit, which 
may mean funds available for capital investment will decrease. As profits and business confidence 
have decreased, this may cause businesses to lay-off workers. With lower investment and 
consumption, aggregate demand will be decreased further, which will mean economic growth and real 
GDP will fall. 
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An article in the New Statesmen by Ben Walker states how Sunak is looking for “an immediate cure” 
instead of long-term solutions to Covid-19. According to Walker, this will merely mean that 
unemployment will be delayed. The Office for Budget Responsibility, Britain’s independent fiscal 
watchdog, suggests that UK unemployment will surge this year, with the peak in November 2021, with 
forecasts showing that unemployment will reach 164 per cent of pre-Covid rates and, at the moment, 
unemployment is at 131 per cent of the pre-Covid rate. The OBR predicts that unemployment will rise 
rapidly (peaking at 6.5 per cent), then fall much more slowly, eventually reaching a more normal level 

(4.5 per cent) by the beginning of 2024. 
 
In conclusion, we can see that Sunak’s Budget may cause unemployment to increase drastically in the 
short-term, but eventually, the rate will decrease, but not to the extent of pre-Covid levels anytime 
soon. To prevent the delayed surge in unemployment later this year, I believe that Sunak should have 
focused on policies like lowering corporation tax to increase demand for labour, increasing 
government spending in the public sector to boost aggregate demand leading to the creation of new 
jobs and restricting the trade of the Pound and potentially limiting its movement against the US dollar 
to make UK exports more competitive. Hopefully, this would then reduce unemployment (but this 
could aggravate inflation in the future)! 
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Should Everyone Receive $180 a Month? - The Economics of Universal Basic  
Income 

Yuran Xiao 
 

Every three months, Myung-Hwa receives $250, no strings attached, no questions asked. She is one of 
200,000 twenty-four-year-olds in Gyeonggi-do, a province of Seoul, participating in South Korea’s 
Universal Basic Income Experiment.  
Gyeonggi pay, the name of the experimental programme, is a cash pay-out scheme. Each quarter, 
participants receive about $250 in the form of regional currency in a credit card. Cash and pay by 
phone forms are also available but limited in coverage. There is only one condition: all the money 
must be spent at local small businesses before the next pay-out. This means no guilty-pleasure Big 
Macs from the high-street McDonalds, no sushi from your favourite Japanese restaurant the town over, 
or a frantic next-day Amazon delivery for a forgotten anniversary. As a result, the multiplier effect is 
larger as there are no withdrawals from the circular flow of income due to the inability to save or 
consume imports.  
During the pandemic, the scheme has been extended to 13 million people, including new-borns, to 

help weather the rocky seas of 
economic slowdown.  
Complemented with coronavirus 
stimulus funds, a maternity subsidy 
programme has been integrated 
into the scheme. The programme 
provides $500 for each new-born 
in every household. The 
government aims to incentivise 
childbirth, fearful of the threat 
stalking developed nations: aging 
population. South Korea’s birth 
rate is 1.08 births per woman, half 
of the replacement rate. Currently, 
the bulk of its population is 
comprised of 31 million working-

age adults, who will become dependents of the 12.5 million younger generation in the next few 
decades. The replacement ratio is precarious indeed. 
 
Behind the Scenes 
The idea of Gyeonggi pay is devised after the Universal Basic Income (UBI) concept, where citizens 
regardless of employment or income are indefinitely given a sum of money. The money provided aims 
to cover basic amenities to enable optimal conditions to search for better job opportunities, as it is 
insufficient as a long-term living wage. Thus, the incentive to work is still intact, as individuals are 
always better off from having a job. Basic income is designed to be a complete substitute for all 
publicly financed support, a single transfer combining one single instrument flowing from public 
coffers to individuals while keeping the free market intact.  
A progressive policy to reduce relative poverty, its simplicity is the source of its beauty. By eradicating 
the tangled web of welfare spending and government bureaucracy, it reduces the complexity of the 
welfare system. One main welfare policy for all citizens will eradicate many potential loopholes for 
exploitation of the system. It redistributes purchasing power from high-net-worth individuals to those 
of lower income. In turn, this is a greater injection to the economy due to the larger multiplier effect 
as lower income households have a higher marginal propensity to consume. 



 
Olavian Economist 2021-2022 

 
   30 

Reducing the growing wealth gap is crucial for the South 
Korean government. In the last quarter of 2019, the top 
20% made 5.3 times as much as the bottom 20%, a large 
increase from the 4.4 times more made in 2015. This is 
largely due to low-paying part time and contract jobs, 
which will become increasingly common as the world 
becomes progressively automated.  
Universal Basic Income is not a recent idea. It has been 
advocated by both new and old, classic and Keynesian, 
liberal and conservative economists over the years, 
including the English philosopher Thomas More in his 
16th century book ‘Utopia’, the late conservative 
economist Milton Friedman, who believed private 
charitable contributions were insufficient to alleviate 
financial strain on the poor and the Democratic 

presidential candidate Andrew Yang. In Andrew Yang’s 2020 campaign, he proposed to give every 
American over the age of 18 a $1,000 check every month. Although he was not fully successful in his 
campaign, his ideas gained traction amongst the public. America and South Korea are not the only 
countries interested in the concept. UBI pilot schemes have been planned and completed all around 
the world, being trialled in areas in India, Canada and Finland.  
 
Benefits, both Financial and Social 
The extra disposable income from the Gyeonggi pay scheme has allowed Myung-Hwa to quit several 
part-time jobs and focus on achieving her bachelor’s degree. In addition to the financial relief, the 
scheme also provides psychological relief, Myung-Hwa says her stress has been alleviated, now that 
she is secure in her new economic safety-net. Furthermore, workplace productivity is greatly increased 
due to greater income stability as individuals are more inclined to take risks. Consequent consumer 
and business confidence increases boost consumption and investment, increasing Aggregate Demand. 
These effects are key factors of achieving short-term and long-term Aggregate Demand shifts.  
Transactions made through credit cards are funnelled back to Gyeonggi province headquarters, where 
officials sift through the wealth of data. Aggregating the data is crucial in finetuning the programme, 
as it allows detailed analysis of effects to the economy. Presently, their work has come to fruition: even 
small sums have increased small business sales, and even revived traditional markets. One such market 
is the open-air market, where sales decreased by 90% in the April heights of the pandemic. Since the 
advent of the extended scheme, new younger customers have been frequenting the market, increasing 
sales by 45%.  
Naturally, there are always privacy concerns. The ability to track individuals’ spending habits means 
that governments have the potential to exercise political influence. However, Gyeonggi officials assure 
that permission to collect data is always requested when new participants register online for the scheme 
and that only collective data is analysed, not individual. 
 
Why? 
Above all, the principal purpose in implementing a Universal Basic Income is to prepare South 
Koreans for job losses due to automation in the near future. South Korea is one of the most automated 
countries in the world, where 15% of jobs are projected to be automated by 2024. Governor Lee of the 
Gyeonggi province believes that the pandemic has hastened the 4th industrial revolution and the end of 
the labour-force era. Gyeonggi is a manufacturing hub, and as such, is at greater risk. However, 
Governor Lee plans to eventually expand the scheme to all citizens, starting at $430 a year and 
progressively increasing to $430 every month. He deems Gyeonggi pay as the most efficient 
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mechanism for transferring income, as it will be a continuous, steady flow, unlike current 
unemployment benefits that will inevitably run out.  
Fourteen progressive lawmakers have formed a committee to manage the scheme. They plan to divert 
regional taxes to a special budget to fund basic income, addressing shortfalls through streamlining 
redundant social benefits and tax relief programmes. In addition, Governor Lee proposes a ‘robot tax’, 
levied on factories with automated production. He plans to bolster taxes on land, carbon dioxide 
emissions and digital services produced with data, as UBI is not a welfare but an economic policy. 
However, inclusive of all planned taxes levied, it is only enough to cover half of the $260 billion a 
year cost, which is over half the national budget.  
 
An Incomplete Circuit 
Excluding the immense cost of a national basic income, there are still flaws in its design. If the scheme 
is extended to all South Korean adults, inequality between groups, a primary concern, would not be 
addressed. The Gini Index would not be affected. National happiness/ wellbeing may also remain 
unchanged. This is due to the Easterlin paradox, where individuals only become happier if their wealth 
increases relative to the people around them. In UBI, they would all receive the same monthly 
supplement, rendering it meaningless in proportion. 
Furthermore, increased disposable income can increase the price level as demand increases, causing 
demand-pull inflation in the long run. As price rises, the top-up will become worthless as real incomes 
fall to pre-policy levels. Universal Basic Income may only be an effective in the short-term if applied 
to a whole population.  
 
Evaluation 
The benefits of a basic income scheme on individuals are undisputable and the argument against UBI 
as a disincentive to work is becoming iron clad. Recent analysis by MIT and Harvard has showed that 
cash transfer programmes have little impact on employment behaviours. Moreover, findings from a 
two-year universal basic income study in Finland corroborates this trend. Between November 2017 
and October 2018, people on basic income worked an average of 78 days, six more days than those on 
unemployment benefits. Unfortunately, the effect may have been complicated as legislation increasing 
barriers to unemployment benefits was introduced during the period, so additional studies are 
necessary for validation. 
Worries of spending extra disposable income on goods with negative externalities, such as alcohol and 
cigarettes, has been disproved. A 2013 study by the World Bank found that low-income households 
tend to spend less on these goods. Surprisingly the opposite is true: the richer you are, the more drugs 
and alcohol you consume. This may be an indication that extending basic income nationwide is 
unadvisable. A more targeted approach may be more beneficial to both decrease inequality and 
increase happiness, in accordance with the Easterlin paradox. However, the question of who should be 
targeted is still unclear: undoubtedly, not only 24-year-olds are vulnerable to youth unemployment and 
not only new-born households need childcare compensation, but who else needs assistance?  
 
Conclusion 
Receiving $250 each month, no questions asked, no strings attached, is every tired worker’s dream. 
But in reality, hundreds of strings trail from every $250, threads of taxes implemented to fund the 
scheme, well-wishes of government ministers and hopes of ending inequality. Despite the unrealistic 
aspirations of government officials, effects of national basic income are precarious in the long run, 
with risks of causing inflation. Furthermore, its short-term effects as a form of fiscal stimulus for 
everyone during the pandemic has been highly effective. It provides a reliable source of income to 
desperate workers, while keeping the free-market system intact, preventing 'zombie-firms' that are 
unfortunately common in the UK and euro-zone. Therefore, application of Universal Basic Income in 
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the long term is most effective for targeted groups in need. Different levels of support can be granted 
considering different social situations of individuals. 
What do you think? Do you think Universal Basic Income is a step in the right direction? Should UBI 
instalments be regular or be provided when a quick injection into the economy is needed? 
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What Are the Differing Global Impacts of Automation on Employment? 
Vaibhav Vinod  

 
Automation is defined as “the use or introduction of automatic equipment in a manufacturing or other 
process or facility”. Put simply, it is when human labour is replaced by machines. Depending on who 
you ask, automation will lead to a utopian world of prosperity where output rises sharply and we can 
consume an increasingly greater quantity of goods or it will lead to a dystopian future where humans 
are useless, poverty is rampant and inequality is at a historic high. As is usually the case, the truth lies 
somewhere between these two extremes and in this essay, I will explore the potential future impacts 
of automation, differentiating between the developed and developing world. 
  
Before delving into the economics of the topic, it is important to analyse the state of automation and 
cautiously speculate about its future. While automation and the state of technology isn’t at the point 
where it is financially viable to replace human labour in manufacturing on a large scale, recent 
advancements in 3D printing and robotic assembly tells us that technology is advancing at a rapid pace 
and may soon be approaching that stage. Indeed, in the field of computer science, Moore’s Law has 
held since 1965 which says that the number of transistors in a circuit board doubles every two years – 
indicating an exponential rate of progress. Adding to this, the COVID 19 pandemic has exacerbated 
the transition to automation as firms have been forced to invest in machines while their human workers 
have been stuck in lockdown. Even while lockdowns are slowly being lifted across the world, firms 
have a short-term incentive to invest in increased automation in order to reduce the number of workers 
in their factories, reducing the chances of an outbreak of illness causing their workforce to go into 
quarantine. 
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The principal fear associated with automation is that it will cause mass unemployment. This is because 
it means that less workers are needed to produce the same amount of goods due to increases in 
productivity. This means that there is a fall in demand for workers and an increase in the supply of 
workers looking for work, meaning that less people are employed, increasing unemployment. 
  
However, in the developed world, the extent of this may be less then commonly thought and overall 
outweighed by the positive impacts of automation. This is because in the short term, the manufacturing 
industry is likely to be most heavily impacted and most developing countries have transitioned to a 
services dependent economy, meaning the scale of job losses is likely to not be too high. In fact, some 
economists have predicted that there will be a net job creation effect in the developing world as firms 
relocate their manufacturing back to these developed countries. 
  
  
Firms who were initially enticed to relocate manufacturing to the developing world due to the lower 
wages will be incentivised to move back to the developed world due to the greater proximity to major 
markets as well as human and physical capital, resulting in the creation of new high skilled jobs in the 
manufacturing sector. Unsurprisingly, this trend has already started, with examples such as Adidas 
setting up “speed factories” in the US and Germany. 

  
This period of automation could also cause rapid economic growth as productivity rises rapidly, 
causing an outward shift in the Long run aggregate supply curve as well as an outward shift in demand 
due to rising wages, resulting in significant economic growth in the developed world.  
  
While automation sounds like great news for the developed world, where does this leave the 
developing world? 
  
The answer to that question, according to most leading economists, is in a state of mass unemployment, 
with the world bank estimating that some Asian countries can face unemployment levels up to 80%. 
This is because many developing countries have specialised in manufacturing as the vector through 
which they aim to achieve growth however, if this is taken from them, they could be facing major 
structural unemployment, where entire factories of workers are left unemployed. An example of this 
is that Foxconn, a major employer of workers in the developing world has replaced 30% of its 
workforce due to the introduction of automation. 
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In many of these countries, where the political situation is already unstable, if automation does end up 
causing a sharp rise in unemployment as predicted, it could result in a disastrous recipe leading to 
violence and civil wars. Indeed, economists know that a stagnation in income correlates strongly with 
the probability of the outbreak of civil war, as people become increasingly hopeless and discontent 
and therefore more willing to rebel. Additionally, if a civil war does occur, a vicious cycle of many 
future repeated civil wars could be set into motion, described by Paul Collier in the book “the bottom 
billion” as the conflict trap, because of an influx of weaponry during the initial war which is likely to 
continue circulating in the black market, making it easier for future rebels to arm themselves. 
  
However, the developing world isn’t condemned to a bleak future, as they are likely to pivot their 
economy into the services sector, which appears like a very promising option. This is because there is 
a higher average amount of value added in services in comparison to manufacturing, meaning that 
workers could earn more. Additionally, in India, productivity has increased faster in the services sector 
then in manufacturing, meaning that services may be a better avenue to achieve economic development 
then manufacturing. 
  
As automation is likely to be a relatively slow process, initially due to waiting for technological 
advancement and later due to the high investment costs of automating the manufacturing process, the 
developing world will have enough time to adjust to these changed and avoid the alarming projected 
rise in unemployment. However, this will require insightful governance with a long-term view in mind, 
which many developing countries lack. 
  
In spite of all the hyperbolic claims surrounding the impacts of automation, we should take them with 
a significant pinch of salt, as economists have been predicting these impacts for a very long time, with 
comedic inaccuracy – from historical scaremongering surrounding the advent of factories and 
mechanisation to even the great John Maynard Keynes predicting that we would be able to meet all 
our needs with only 15 hours of work by 2030. 
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The Gig Economy – The New Type of Employment? 
Alfie Holland 

 
Young people across the UK are finding it increasingly hard to find employment and the generational 
wealth gap is only growing, the result of this being young people having to look for work outside of a 
typical 9-5 job. The internet has made it much easier to work for the so called “gig economy”, which 
involves people working with short term contracts or working freelance. The gig economy has 
permeated many different areas of modern life. Food delivery can be ordered from Deliveroo or Uber 
Eats, parcels can be delivered by Hermes, transport can be obtained from Uber or Lyft.  
Self-employed jobs have always existed, but due to the rapid growth of the internet as a means to 
connect clients with workers, there is a new class of self-employed workers who comprise the gig 
economy. Many will work the same hours as people in full-time employment, but due to them merely 
being contractors for large corporations instead of employees, they’re not afforded the benefits of their 
employed colleagues, such as sick pay or paid time off. They are also not guaranteed any pay, as the 
national minimum wage isn’t a requirement for self-employed people. A Guardian article from 2018 
estimates that over 700,000 people in the gig economy are paid less than minimum wage, a number 
that has only continued to grow throughout the pandemic, as people seek quick employment. 
The benefits of these jobs are apparent though – flexible work schedules, no long-term contracts, which 
makes them appealing to many people who reject typical employment. According to a government 
review in 2018, 53% percent of people employed in the gig economy are satisfied with their jobs. 
People who rely on the gig economy as their main source of income are more satisfied with the service 
than people who work part-time, however lots of people don’t see it as a solid career plan. When asked 
about whether they would continue working in the next year, 41% said yes and 39% said no. 20% were 
unsure. 
When looking at the age profile of people who work in the gig economy compared to the general 
population, you will find a disproportionately large proportion of young people working in the gig 
economy. People who work in the gig economy have roughly the same education qualifications but 
people with a university degree are more likely to work in the gig economy. 
However, the self-employed nature of the work has recently come into dispute. Two Uber drivers from 
London took Uber to an employment tribunal in 2017, arguing that they worked for Uber and should 
have minimum wage and sick pay. In February this year, the Supreme Court of the UK ruled that Uber 
drivers were not self-employed and worked for the company. The court explained this ruling through 
4 main points: Uber set the fare for the rides, which dictated how much drivers could earn; Uber set 
the contract terms and drivers had no say; Uber controlled which jobs drivers could take and would 
penalise them for rejecting too many and Uber could terminate drivers from the platform if their star 
rating was too low. Uber strongly argued against this, as they were considered a booking agent instead 
of a transport provider, which allowed them to avoid paying 20% VAT. 
This ruling came at a crucial time, as fares are down 80% due to the pandemic. James Farrar, one of 
the drivers who started the case against Uber has said that many drivers are making less than £30 per 
day. 
This may end up having wide implications for the gig economy as similar rulings could be provided 
against other major gig economy businesses. The self-employed tax loophole that many companies 
currently exploit could soon come to an end. If companies continue to exert the current level of control 
they have over their contractors, then it’s reasonable to expect that they are also responsible for their 
working conditions. In the short term this ruling won’t impact Uber too seriously as the UK doesn’t 
have a labour inspectorate to enforce the ruling, meaning each individual Uber driver must file an 
employment tribunal, but it will have them and their competitors worried. 
The question is whether this business model is sustainable – with such a high turnover of staff and 
exploitation of loopholes, will there still be a gig economy once more regulation is put in place? 
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Is Employment Broken? 
Zachariah Fischer 

 
For many economists, increasing employment is the be-all and end-all of their goal for employment. 
According to Gallup, 85% of U.S workers are unhappy with their jobs. Why is this? 
You could point to a lot of reasons, the conditions of pay, the criminally few days off that many 
Americans get, averaging only 10 a year. You could also point to the stress of working increasing. 
With jobs becoming more technological and production increasing, this makes the experience of 
working much more stressful for people. You could even take a Marxist look and argue it’s about the 
alienation of labour from production, but most importantly, the feeling of being important is gone.  
37% of Brits and 47% of Americans see their job as useless. These go across the income scale but are 
very noticeable among the middle-class management sector. People who work in offices, spend their 
day overseeing other people often do not get any tangible sense of progress in their work.  
This feeling of uselessness is a major problem in society, it brings into question what we are actually 
looking for when we increase employment. Sure, salaries are being paid and growth is being had, but 
is this enough? When people talk about creating jobs, little thought is gone into the experience of these 
jobs and the feeling they will instil in the ones working them. Instead, most governments prioritise the 
existence of more jobs as if you get a paycheque then you probably are not on benefits, and therefore 
not costing the government money. The problem is that when this is our sole priority, we are not 
maximising happiness.  
Marxists would argue that to fix this feeling of dissatisfaction we need to make people see the results 
of their labour, but in a technological and detached world this might be impossible. The only other 
solution is to put less time and focus on work so it becomes less of a priority for people and, therefore, 
they do not judge themselves for not producing enough. 
Keynes famously said that in the future, we would be working 15-hour weeks. 91 years later and we 
can all agree that isn’t the case. In fact, the average office worker has fewer days off than a medieval 
farmer. At some point, we need to question whether this is how we want to continue viewing 
employment. If Keynes were alive today, he would be horrified at the amount of, frankly, unnecessary 
work that goes on when we as a species could be doing so much more. 
The trade-off for all this work is we get to enjoy much more consumption. However, this is not 
necessarily worth it. The marginal joy we get from this extra consumption is very little compared to 
the added benefit of more free time and less work-focused lives. The idea of the four-day working 
week has been trialled. Perpetual Guardian, a New Zealand financial services company reported a 20% 
increase in productivity after switching to the four-day week, meaning overall production did not 
change. This could solve the feeling of burnout that many workers feel. 
So, what is the solution? It seems like without a major uprooting in societal values and the protestant 
work ethic, there will be no change in the work obsessed culture we live in. For the sake of argument, 
lets imagine we find a way to cut down on work (Victor Nguyen wrote a great article proposing UBI 
as a system). In this society, what will the ‘goal’ be? It is unlikely to be pure economic growth, as the 
cut in working hours would raise productivity but still massively cut growth. It could be an 
improvement on happiness metrics, possibly a society more geared towards defending the 
environment, as this cut in work would necessarily mean a loss in consumption as well.  
Sadly, this seems impossible in the current political climate, where questions on work on consumption 
are seen as attacks on the very core of society and progress. However, the future is never certain, and 
as the climate and world changes in the coming decades we can expect work to change too. 
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Climate Change 
Editor: Shrey Choudhary 

 
Climate change has become an increasingly important topic within politics and economics. The UK aims to 
have net zero carbon emissions by 2050, an ambitious but achievable target. 
The first step to achieving net zero is to change the public’s behaviours. Most people want to reduce their 
environmental footprint but we currently don’t have the correct choice architecture to help them. Simple nudges 
can be used to increase participation in climate change prevention schemes without excessive costs to 
individuals or the government and preserving freedom of choice by making climate friendly options the easiest 
ones to choose. 
Climate change is a global issue that requires action from every country. Poorer nations are likely to be 
disproportionately affected by climate change and believe that it is unfair that they have to pay for the actions 
of rich nations, who have been responsible for the majority of greenhouse gas emissions. 
Newly Industrialised Countries (NICs) such as China and India feel particularly aggrieved as they view climate 
change measures as a curb on their development. This played out at the COP26 summit in Glasgow in November 
2021, where India and China made a last-minute change to the wording of the agreement to “phase down” coal 
rather than “phase out”. They view the West, whose wealth is built on coal, as hypocritical when it tries to stop 
them from using it. Both rely heavily on coal and feel they have the right to become industrialised nations and 
improve the standard of living for their people. 
Climate change is a complex problem, whether it be building wind turbines or negotiating international climate 
agreements. We hope that our articles provide a nuanced and intriguing view and provoke further discussion on 
how to solve the climate crisis. 
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Shifting Blames: Who Should Pay for the Climate Crisis? 
Millie Hennessy 

 
$50 trillion (Klebnikov, 2019). That is how much climate change is expected to cost the world by 
2050. But the question is - who should pay? 
Responsibility is a tricky philosophy to work around. Do you prioritise the damage that is being done 
today, or that has been done in the past? Should we account for a lack of alternate options or help out 
those trying to grow? These are all problems faced by governments when deciding who should pay 
what in response to climate change.  
Historical responsibility blames developed countries for putting us in the situation we find ourselves 
in today and believes those who should pay are developed countries, who not only caused great damage 
in the past but also have the ability to pay to make reparations and mitigate further damage. These are, 
however, the countries pushing ‘universal responsibility’ and urging small nations to support the cause. 
During the Paris Agreement of 2015, President Obama expressed his admiration for the 180 countries 
who had pledged their climate target, whilst noting that there are “a handful of nations that are refusing 
to make pledges” (Goodman, 2015). Obama’s comment on those who were not making pledges reflects 
the view that the responsibility lies with everybody even though the final 15 countries make up just 
5% of carbon emissions.  
One of those said countries is Nicaragua, with a population of 6.55 million (0.08% of global) and a 
GDP of $12.52bn USD (0.15% of global). They also account for just 0.03% of global carbon 
emissions. For this reason, Nicaragua believes they should not have to take responsibility for the 
climate crisis, nor have to pay to mend the damage that has been done. In an interview with Paul 
Oquist, Nicaragua’s chief climate negotiator, he states that they were not at fault for this mess, and so 
should not be pressured to pay for mistakes made by the developed world. Regardless, they have made 
changes within their own nation to increase renewable energy from 52% in 2007 to 90% in 2020, and 
so whether they put themselves at fault or not, they are still playing a key role in the mitigation of 
further crises. 

 
Whilst the pressures that the USA and other major economies put on small nations to alter their 
sustainability may be believed to be wrong, they are being listened to and acted upon regardless. 78% 
of emissions come from the wealthiest 20 countries with 76% of the world’s GDP, and so they can 
afford to cut their emissions and take up investments in cleaner energy. Small nations such as 
Nicaragua will struggle to do so. The excuse of universal responsibility spins historical responsibility 
and masks the full impact of the past. Figure 1 shows the historical cause of climate change, with the 
developed world accounting for 79% of emissions and shown by the blue segments. 
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Whilst it is all well and good asking small countries to make a difference, it is clearly not enough. If 
Nicaragua’s GDP is just 0.15% of the global output, why should they be the ones doubling their clean 
energy, whilst the UK pushes back targets and deadlines?  

 
The UK has set a legal deadline of 2050 to reach net-zero emissions and yet 
has done almost nothing to achieve this. 50% of meat and dairy consumption 
must be cut, flying must fall 15% pre-pandemic levels and we must switch to 
electric vehicles by 2030 if we want to meet the goal (Climate Change 
Committee, 2020). However, Boris Johnson has allowed hybrid cars until 2035. 
Whilst this is indeed a forward step, seeing as he was originally set on 2040, 
Johnson’s pride in this late proposition is slightly piteous. Since the legislation 
was put in place on June 12th, 2019, the emergence of the COVID-19 pandemic 
has pushed progress back significantly and so, whilst the planet will wait for 
nobody, we must allow their shift in priority. So, seeing as the UK has not been 
critical in fixing the climate crisis, it is undeniable that the population is quick 
to shift the blame to mass producers such as China and India.  

 
As seen in Figure 2 (Steinwher, 2021), China emits the most CO2 globally, with 10.17 billion tonnes 
of emissions in 2019, which often causes the general public’s opinions to be swayed. The misleading 
use of this data by the media and other news outlets means that there is a consensus that China, and 
semi-periphery countries alike, should pay for the cost of climate change. However, when this is split 
up per capita, China suddenly drops from first place to forty-eighth. Therefore, whilst China is a huge 
contributor to the calamity, they are not as much at fault at a relative scale.  
 
In summary, the argument of who should pay for the climate crisis is a difficult one, which requires 
in-depth studies, both social and scientific. On the surface, it may be as simple as whoever emits the 
most, pays the most, but it goes much deeper than that. Until scientists and governments can work 
cohesively to make global plans that are stuck to, individual nations should focus on their own work 
rather than pushing their energy into watching the others. Developed nations should provide money 
for those who are facing the consequences due to their actions and developing nations should put effort 
and investments into cleaner energy and production methods, to prevent the worsening effects that are 
impending. It is too late to find a scapegoat; countries must act now. 
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Money, Money, Money – Is It Too Sunny in This Rich Man’s World? 
The Economic Ramifications of Climate Change. 

Arjun Thakar 
 

Climate change has been an issue for some time now and it is of no surprise to most that it comes with 
economic ramifications. The main argument in the past and indeed in the present for using fossil fuels 
has been the economic gain, which in turn allows development and prosperity. But what about the 
economic costs of climate change and the rewards for the world if we can avert it. 
There is a clear link between temperature and productivity and indeed there is also evidence to suggest 
that long term changes to the climate will have an adverse impact on worker productivity.  
In the short-run, economic losses are around 2% per oC above room temperature, with task productivity 
and health declining at temperature extremes. This results in less output for firms and thus less profit 
and declining health only exacerbates the issue. Climate change will have a disproportionate impact 
on the poor; hotter countries tend to be poorer on average and each additional degree increase in 
average temperatures has an amplified effect on already heat-stressed areas. Furthermore, poorer 
households also tend to work in more exposed occupations, such as construction workers, where the 
impact on productivity due to persistent temperature changes are greater. Therefore, climate change 
will exacerbate existing inequality between nations and within societies. 
Further evidence for the causality between temperature and productivity lies in more local studies as 
well. Call centre workers in India were 1.8% less productive per oC above 22oC hot days, and similarly 
garment manufacturing and diamond picking were 2.8% less productive per oC on days above 25oC.  
However, the productivity problem does not only apply to LIDCs and EDCs, as evidence shows that 
automobile manufacturing in the US is also 8% less productive when there are 6 or more days above 
32oC. This goes to show that climate change will certainly have an adverse impact on output as 
workers’ productivity will fall due to rising temperatures. 
There is an argument to suggest that humans will use their ingenuity to adapt to temperature changes 
so that productivity is not excessively harmed in the forthcoming years. Again, this argument excludes 
poorer countries, who will suffer the worst effects of climate change, as they have less access to the 
capital required to adapt to warmer temperatures. Additionally, there is surely a limit to the level of 
adaptation, through methods such as air conditioning, that is possible. Given that in the US, the largest 
economy in the world with a GDP of approximately $20 trillion, productivity also suffered from 
increased temperatures, it is highly likely that less affluent nations will experience productivity losses 
that will harm their development. 
An example of a company which has benefitted from the growing trends and movement towards 
legislation improving climate change is 
Tesla. Since going public in 2010, its 
stock has risen by an incomprehensible 
20,000%, with the hype around EVs 
growing astronomically given recent 
major changes to vehicle emissions 
regulation; notably the introduction of 
the ULEZ in London in 2019. It should 
be stated however that this growth is 
considered a bubble that is likely to burst 
in the near future; especially as new EV 
firms take stride in the market, and as 
more and more established automobile 
companies go electric to meet regulations.  
Another, more indirect, effect on economies around the world of climate change is rising sea levels as 
a result of melting ice caps and glaciers. Indeed, many low-lying areas around the world would suffer 
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from sea level rises, with the Maldives being a prime example for understanding just how severe the 
economic consequences are. The Maldives President Mohamed Nasheed held a cabinet meeting 
underwater to highlight the concerns of low-lying islands, countries, and areas, signing a paper calling 
for global cuts to carbon emissions. 28% of Maldives’ GDP comes from tourism - there are over 80 
resorts serving over 500,000 tourists per year - which would rapidly decline as the main attractions of 
tourism drown beneath the waves. The solutions for this major issue are also not cheap, so for several 
islands globally this could be a problem they are unable to handle given the huge costs compared to 
their relatively small economies. For instance, it could cost around $1 billion for many low-lying 
islands to become carbon-neutral which seems a mammoth task given the structure of their economies 
and the opportunity cost of spending this money Infrastructure, education and healthcare systems 
would all suffer, and the country would be unable to cope; especially given its geographical location. 
Overall, the economic ramifications of climate change are huge, and the list goes on and on beyond 
this article, however efficient economic policy such as effective regulation, notably the ULEZ zones 
in London and a few carbon permit trading schemes, and other appropriate measures can be used to 
tackle these issues and help to build a renewable and clean, yet still prosperous, new economy. 
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Nudging in a Green Direction: Using Behavioural Economics to Reduce Carbon 
Emissions 

Vinujan Balakrishnan 
 

As we venture further into the 21st century, climate change becomes an ever more prevalent issue in 
our lives. However, many of us are afraid that the actions taken now are insufficient to prevent 
irreversible damage to our environment. Despite greenhouse emissions falling by 200m tonnes since 
the Climate Change Act of 2008, we are still 450m tonnes off our goal of being a net zero emitter by 
2050 (Institute for Government, 2020).  
One effective method to reduce emissions is to change the behaviour of the population. Economist 
Richard Thaler’s book, “Nudge”, defines a nudge as a “...choice architecture that alters people’s 
behaviour in a predictable way without forbidding any options or significantly changing their 
economic incentives” (Richard Thaler, Nudge: Improving Decisions about Health, Wealth, and 
Happiness, 2008). As such, nudges can be used as a powerful tool to change human behaviour away 
from environmentally harmful actions. 

Data from ‘Our World in Data’ shows that around half of all emissions in the UK comes from 
electricity, heat, and transport. Focussing on reducing emissions in these sectors could quickly drop 
the UK’s greenhouse gas emissions sustainably. 

An effective nudge in this sector could improve uptake of renewable energy amongst homeowners, 
thus reducing harmful emissions. In particular, effective nudge policy could take the form of making 
it both easy and timely for the end user. For example, sending timely letters informing homeowners of 
the benefits of solar panels soon after receiving their electricity bills can highlight attractive savings, 
thus increasing demand. Additionally, adding social pressures by showcasing benefits experienced by 
peers could also increase demand for renewable electricity. HMRC had leveraged this social pressure 
on tardy taxpayers by comparing them to their timelier neighbours, resulting in 5% increase in 
payments (Bloomberg, 2017). 

Government intervention as a subsidy in the production of solar panels, an elastic good, will help to 
shift the market equilibrium outwards and increase demand among homeowners due to lower costs. 
Solar panels also carry a large positive externality as they not only have a private benefit of reduced 
electricity costs, but excess energy can be sold to the National Grid and supply other homes, reducing 
the reliance on fossil fuel generated energy and thus reducing emissions. Despite the working class not 
having enough real disposable income to purchase panels – they have a low marginal propensity to 
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consume on non-essentials - the surplus energy produced by those with panels is able to reach a range 
of people regardless of financial situation.  

Previous government intervention, such as the Green Deal, have failed. Why? Poor implementation is 
likely to blame – only 14,000 homes out of the 29,000,000 homes of the UK signed up to the scheme, 
a mere 0.05% of all homeowners (BBC, 2016), (Committee on Climate Change, 2019). A nudge as an 
economic incentive (e.g., reduced energy costs) would increase enrolment in the scheme. The present 
bias can be eliminated by signing up homes to the scheme automatically and adopting an opt out 
scheme to prevent any homes from missing out due to procrastination. An example of this is seen in 
pension opt out systems, where enrolment increased from 61% to 83% (gov.uk, 2013).  

 

The second largest producer of greenhouse emissions: transport, contributes to 16.2% of total 
emissions, where 11.9% is from road transport (Our World in Data, 2019). From a behavioural point 
of view, Singapore has implemented excellent green transport solutions with nudging by making green 
alternatives easier and more attractive - something that can be translated into the UK economy.  

In 2012, Singapore introduced the ‘Travel Smart Programme’ where commuters were rewarded for 
travelling on public transport and off-peak hours (Medium, 2019) - an economic incentive to use public 
transport. Commuters earned reward points every time they travel which could then be exchanged for 
real money and lottery entries. This is an easy way of making public transport more attractive with 
limited extra costs. Furthermore, the government made it easier for people to own electric cars by 
pledging to implement 60,000 car charging ports by 2030 (NCCS, 2021). Improving infrastructure for 
rail transport, while being costlier than alternatives, not only makes greener transport solutions more 
attractive, but also increases productivity and can decrease unemployment due to an increase in 
mobility of labour, making it a powerful merit good. By making greener transport solutions easier and 
more attractive, Singapore saw a 15% increase in use of public transport from 2012 to 2016 (gov.sg, 
2018). If the UK can emulate these nudges, oil powered vehicle transport could decrease in favour of 
rail and electric vehicles, decreasing emissions. 

When looking at reducing our impact on climate change for generations to come, the lifestyle of 
previous generations must be turned on their heads. Changing behaviour is the first step to moving 
towards a carbon neutral society. Implementing nudging techniques to make greener options for 
energy, heat, and transport easier and more attractive to the population is vital to reduce our reliance 
on fossil fuels. 
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How Can Newly Industrialised Countries (NICs) Strike a Balance Between 
Economic Progress and Environmental Protection? 

Kishan Goorvadoo 
 

Newly industrialised countries (NICs) are those which in terms of their economy are in between 
developing and highly developed classifications. Countries within this group have moved away from 
an agriculturally based economy to a growing urban and industrialised one. Examples of such countries 
include the ‘Asian Tech Tigers’: Taiwan, Hong Kong, Singapore and South Korea and ‘Tiger Cub 
economies’: Malaysia, Thailand and Vietnam which follow a similar model of growth to their 
predecessors.  
There are numerous factors which indicate that a country’s economy has evolved into an NIC such as 
rapid growth in GDP, increase in average income and more stable government structure. Reduced 
poverty, greater income, better education, increased life expectancy - the benefits of a more developed 
economy - affect every aspect of life and so it is understandable that countries will do everything to 
reach this. However, rapid industrialisation has repercussions environmentally that not only affect the 
people of the country but also add to the global issue of global warming and pollution. It is difficult to 
evaluate whether the improvements in the quality of life are more important than the stability of the 
environment for the future. In real life situations there is most likely not a definitive answer to this; we 
can only speculate. 
Many developing countries have the natural resources and labour force to improve their economies. 
Observing the rapid development of others in just the recent past provides strong motivation to follow 
in their footsteps and realise their own potential as an advanced economy in the future. As countries 
develop a stronger economy, they can increase government spending and along with better government 
structure real change follows. This can be seen currently with Malaysia beginning to crackdown on its 
long history of nepotism, bribery and embezzlement through its anticorruption plan set into motion in 
2019.3 The factors that significantly improve the standard of living are the most important aim of these 
industrialising countries.  
Environmental issues are simply not the priority as these people, who know poverty all too well, are 
focused on trying to climb out of it. Kelsey Jack, a Professor at Tufts University, puts it nicely: ‘The 

immediate need to put food on the table outweighs all 
the benefits an individual could get from efforts to 
reduce pollution’. The majority of the population 
would have been living in poverty and the new jobs 
created by new industries would only been as an 
opportunity in their eyes. Developing countries cannot 
be asked to stop their growth which is having an 
immediate positive on entire populations to focus on 
environmental issues which are clearly secondary in 
this case.  
There are environmental costs to industrialisation. 
Most obviously most of the progress is based off finite 
resources like fossil fuels which contribute to global 

warming and shortages for future generations. The increase in output inevitably leads to an increase in 
pollution and congestion which can negatively affect living standards.  
China’s extreme growth is evidence of this with its poisonous air resulting in 1.24 million deaths per 
year (Lancet, 2017). But more importantly other countries who do not benefit from their output have 
to pay the same price. Malaysian palm oil has played a huge role in its economic growth and now the 
tree is by far its most valuable commodity. By 2007, the land taken up by palm trees had trebled to 
4.5 million hectares from 1.5 million in 1985.2 The only way this growth is maintained is by 
deforestation. On top of deforestation, palm tree farms result in soil degradation and habitat loss both 
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of which are difficult to recover. In the long term this is not sustainable. This is only one example of 
the irreversible impacts of rapid urbanisation. It is easy to theorise about the use of green energy but 
in reality, it is not an option in these situations as the priority is only to maximise output and profit. 
All countries should be allowed to progress themselves even this comes at the cost of harming the 
environment as standard of living is a bigger priority. But the damage should be limited where 
possible and the economy diversified as soon as possible. There is a danger that as nations reach the 
developed status they continue to rely on industry as this is their foundation and they are slow to 
diversify. This is where there should be control and regulations as they have the wealth to still carry 
out their production but in a much more environmentally friendly way. Unfortunately, profit 
becomes the main motive over standards of living. A prime example of this is China, where even 
after incredible growth, working conditions are particularly poor and there is no progress towards 
limiting their emissions.  

If we are going to use real world 
examples as blueprints for the future; 
instead of continuing development like 
China, countries should look to 
Singapore where after a period of 
extremely rapid industrialisation, they 
still maintain decent economic growth 
while simultaneously evolving into a 
leading country in terms of 
sustainability. The UN ranks Singapore 
as 14th globally on its Environmental 
Performance Index.1 This is the gold 
standard that all countries should aspire 
to. Singapore has been helped by the 
fact that they cannot abuse their own 
natural resources as they are in short 
supply due to the country’s small area. 

NICs can learn from this as if they are able to develop in a similar way and efficiently use their 
resources the sky is the limit in terms of economic power in the long term. In an ideal situation, 
countries will diversify as quickly as possible and start to rely on service sectors more than industrial 
ones to limit environmental damage. From the Environmental Kuznets’s curve, we can see that over 
time as growth continues the economy will eventually develop in such a way that environmental 
degradation will fall.  
But we do not have the luxury of time as the environment must be addressed now. Britain took 
several decades to transform from a manufacturing to a service-based economy. In our current 
scenario we cannot progress in the same ways. NICs must take responsibility and be encouraged to 
try different approaches that can sustain their growth while managing the threat of climate change. 
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Hong Kong before and after urbanisation 
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Free Market and Monopolies 
Editor: Matthew Todorov 

 
The Competition and Markets Authority define a monopoly as any firm with more than 25% of the 
industry’s sales. But what is a monopoly?  
  
Monopoly comes from Greek, monos meaning single and pōlein meaning sell. Originally monopolies 
were a legal exclusive right to sell, where licenses were sold by monarchs such as Queen Elizabeth I 
and King James I.   
  
Regardless of the century, monopolies have resulted in an ‘absence of competition’ (Irving Fisher), 
but whether the single right to sell in a market is for better or for worse, the following articles in this 
section will attempt to explore a potential answer.  
  
As Tim Wu details in his book, The Curse of Bigness, the bigger a company gets, the more power it 
has over workers and consumers. As firms become the ‘sole sellers’ of jobs, workers end up facing 
lower wages and longer hours, creating wage inequality and in turn, greater social inequality, the 
solutions to which Nikhil Chidipothu has researched.  
  
As firms become more complex, they need more employees, managers and hierarchies, meaning firms 
become inefficient, reaching diseconomies of scale and market failure and ultimately, consumers are 
left footing the bill, paying higher prices and suffering under the lack of choice caused by the absence 
of competition, but competition may not be the solution either, as Varsha Golla has explored.  
  
Moral Hazard has encouraged firms with enough market share to run amok, causing widescale 
economic ruin and proceeding to be bailed out by respective governments. Have we learnt anything 
from the crises of the past or are firms still ‘too big to fail’? Harshvardan Patel investigates.  
  
As conglomerate giants seem to have raked in vast amounts of earnings in 2021; Apple with $94.68Bn, 
Amazon with $33.36Bn and BP with $12.8Bn, we are left asking, how long can they keep getting away 
with it? The recent words of Bernard Looney, the Chief Executive of BP, when asked about a windfall 
tax on BP, bear no hopeful answer for the future:  
“We make more money when prices are high [and] we also make less money when prices are low”  
  
Clearly firms are on an unending march to higher profits, only further worsening global inequality, so 
is it time we regulate monopolies more? Emily Weston attempts to find out.   
  
And finally, Anant Shanker studies the relationship between the free market and monopoly 
formation.   
 
We hope you enjoy the following articles.  
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Free Markets and Monopolies Anant Shanker 
Is Competition Always Good?  Varsha Golla 
Is Nestlé Too Big to Fail? Harshvardhan Patel 



 
Olavian Economist 2021-2022 

 
   52 

 



 
Olavian Economist 2021-2022 

 
   53 

The Impact of Monopolies on Inequality and Can We Resolve It? 
Nikhil Chidipothu 

 
Arguably the society of today can be considered to be significantly better than the society 1000 years 
ago; with improved healthcare, easier access to trade goods and services and has seen greater economic 
progress yet despite this one factor has often been neglected throughout the years: inequality - in 
America the richest 0.1% are as wealthy as the poorest 90% of the population illustrating the sheer 
magnitude of inequality. Although several factors can explain the increase in inequality over the years 
there has been one hidden culprit responsible for it – monopolies.  
Illustrated below is a graph depicting the increase in inequality from the 1980s:  

 
As we can see the top 10% of earners own a greater portion of national income, on average each year 
indicating the extent to which inequality is deepening as we continue to let it take its toll on society.  
But what actually is a monopoly? A monopoly is when a company and its product offerings dominate 
the industry: in the UK a monopoly is classified a monopoly if it has a market share greater than 25%. 
In actuality, all companies, driven by the profit motive aim to achieve monopolistic power, in order to 
maximise revenue. In a monopoly, a single supplier controls the entire supply of a product which leads 
to a rigid demand curve. That is, demand for the product remains relatively stable no matter how high 
(or low) its price goes.  
So how do monopolies actually lead to inequality? Well, monopolistic power evidently leads to an 
increase in inequality as suppliers can charge excessive prices for goods; the impact this on the upper 
classes is minimal as they can afford to pay the extra prices. However, with the lower classes an 
increase in prices is much harder to pay for as they have a lower disposable income so end up paying 
a greater portion of their income. This state of inequality is further exacerbated if monopolisation 
causes an increase in price of basic needs such as water or food; there would therefore be a smaller 
part of the population with access to basic necessities – resulting in decreased life expectancy and 
increased pressure on the healthcare system which could actually lead to a nation progressing 
backwards. 
Another means of deepening inequality could be the fact that monopolies have the power to exploit 
their staff since there is less competition for the labour of workers. If there is less competition in a 
market, workers will tend to work for the monopoly regardless of the wage as there aren’t many jobs 
elsewhere. Consequently, this leads to many workers that have reduced wages because firms try to 
reduce costs of production so a smaller disposable income and can spend less on their required goods 
and services simply deepening the divide. In 2020, in the UK 139 companies have been fined for not 
paying their workers sufficiently and this is just an indication of the extent to which the money-driven 
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ideologies of a free market system could indeed by flawed and so the question arises as to whether 
such high levels of competition are healthy. 
As the problem of inequality continues to become a more menacing threat to society, the problem 
remains as to what the government can do to resolve this issue because monopolies themselves are not 
illegal however, certain behaviour can be considered abusive and not permitted. 
So, one potential solution to reduce the power of monopolies is to simply make tighter regulations 
relating to monopolies or simply make them illegal. However, making them illegal altogether would 
be near impossible or counter intuitive as it would reduce competition since there is a reduced incentive 
to gain revenue if firms know that the government could very well just disband them. Therefore, this 
leaves the alternative to implement measures that increase benefits to society and to regulate 
monopolistic power.  
There is a plethora of ways a government can do so – some of them include: price capping i.e. setting 
a price ceiling/floor and nationalisation and implementation of anti-trust laws. To begin with, setting 
a price ceiling or a floor will ensure that the price of a good doesn’t increase above a certain price – 
this therefore prevents the cost of a good or service from going too high ensuring ease of accessibility 
to all citizens alike thus promoting equality. Furthermore, another method to ensure equality is through 
nationalisation of industries; if a particular industry has a monopoly then nationalisation of the industry 
means that the government buys over the industry and so there is no competition in that industry as 
it’s owned by the state – therefore it then becomes the responsibility of the government to provide 
goods and services of that particular industry for society as a whole. Finally, implementation of anti-
trust laws prevents business practices that either create or maintain a monopoly e.g. in the USA there’s 
an act called the Sherman Antitrust Act that prohibits practices whose main objective is to create or 
maintain a monopoly.  
To conclude, the impact monopolies have on inequality is detrimental and although it goes unnoticed, 
simply ignoring the problem will only make it worse as monopolies can simply continue abusing their 
power so although we can’t fully eradicate the problem as that will simply create an uncompetitive 
environment we should instead simply tighten regulations or invent new anti-trust laws for example 
that could restrict monopolistic power in order to mitigate the impact on lower classes. 
 
References: 
Graph source: https://equitablegrowth.org/eight-graphs-that-tell-the-story-of-u-s-economic-
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Should the Government Regulate Coca-Cola’s Monopoly? 
Emily Weston 

 
A monopoly is defined as the exclusive possession or control of the trade of a good or service. Coca-
Cola had a market share of 43.7% in 2019, making it more of an oligopoly, where the market has a 
small number of large companies making similar goods, Pepsi, for example, but monopolies and 
oligopolies share many of the same features and effects. It is clear that government intervention is 
usually necessary in monopolised markets, as monopolies tend to lead to a reduction in the need to 
innovate and therefore less consumer choice, but not in the soft drink industry for Coca-Cola, because 
it is not yet at the stage of market failure.  
It must be argued that government intervention in monopoly markets in general is the better option to 
protect the needs of the consumer. This is because, left unchecked, monopolies allow the producer of 
a good or service to dominate a market, meaning that they lack competition. This reduces the incentive 
a producer has to lower their prices and innovate in their field, meaning that the quality of the product 
decreases, and the prices rise due to a lack of need for competitiveness. Government intervention, 
therefore, which can take many forms, from subsidising emerging competing companies to maximum 
price schemes – which would force the dominant producer to innovate and lower their costs of 
production and therefore the price of the good, if high prices are the issue – can repair the damage 
caused by monopolies. However, many would argue that Coca-Cola does not face the typical issues 
associated with monopolies seeing as it is an oligopoly. For example, the market share of Pepsi, a 
leading competitor, is 24.1%, which compared to Coca-Cola’s 43.7% is not insignificant. This 
competition has resulted in a need for price competitiveness, meaning that both brands have a need to 
compete with each other, and while government intervention is often the right approach, there is little 
need to bring prices down in this market. 
The primary argument against government intervention in monopoly markets stems from the classical 
school of thought that minimal intervention in markets is the best approach, and that the ‘invisible 
hand’ of market forces will regulate prices. It accepts that there are winners and losers in an economy, 
and classical economists would argue that Coca-Cola is simply a winner, and clearly its prices are still 
competitive seeing as consumers are still buying the product even though there are other close 
substitutes available. This argument, in Coca-Cola’s case, is not even needed seeing as Coca-Cola is 
generally regarded as an oligopoly, so there is still a need for price competitiveness. This means that 
while Coca-Cola is certainly the dominant company, it is not dominant enough that there is no 
competition, so the extent of market failure is limited. 
Another argument against government intervention which is particularly centred to the Coca-Cola 
market as opposed to monopolies as a whole is the idea that the negative effects which often arise from 
monopolies may be beneficial to the health of the public where Coca-Cola is concerned. This is 
because the sugar and sweeteners in many of Coca-Cola’s drinks is a negative externality because it 
can cause diseases such as diabetes if it is overconsumed. A negative externality exists where the 
marginal social cost is higher than the marginal private cost. Monopolies mean that one company 
dominates the market, meaning that less substitute goods are available, so if there are fewer substitute 
goods to Coca-Cola drinks on the market this could reduce the choice of drinks available to the 
consumer and therefore bring down consumption of soft drinks, bringing the negative externality down 
with it, suggesting that lack of intervention where there is market failure from a monopoly could be 
beneficial in reducing other types of market failure. However, refraining to intervene where there is 
market failure is generally a negative thing and brings up questions of freedom and whether it is right 
for a government to reduce people’s choices of drinks on an individual level for the good of society as 
a whole, particularly as there are other ways to improve health in the population, such as subsidising 
healthy food industries to make healthy drinks more readily available.  
In conclusion, if the Coca-Cola monopoly begins to cause problems for the market, government 
intervention, perhaps in the form of subsidising for other soft drink companies, would be the best 
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approach to dealing with it, seeing as the downsides to market failure outweigh the slight potential 
benefit of improvements to health. However, Coca-Cola is not currently a monopoly and has plenty of 
competition from brands such as Pepsi, so at the moment intervention is not needed. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The evolution of Coca-Cola bottles 
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Free Markets and Monopolies 
Anant Shanker 

 
One of the biggest drawbacks that is pointed towards the free market is the monopolies that form. 
Contrary to popular belief however, it is mostly not the fault of the free market that monopolies arise 
and exploit consumers. The reason is simple: competition. When firms offer inferior goods or services 
at a higher than market price, there is an opportunity for someone else to offer a better good or service 
at a lower price. Competition like this often prevents a monopoly from being set up. Most consumers 
these days are quite astute. They know a good value when they see one and they know a bad one. It is 
rational behaviour for a consumer to take their money elsewhere if they find a good unsatisfactory. 
This forces businesses to compete for profits and provide a superior good at a higher optimal price. It 
is government intervention and excessive regulations that lead to monopolies being formed. For 
example, look at the telecommunications industry. It was believed that a state-sponsored monopoly 
was required to provide the infrastructure needed for a national landline network. However, the mobile 
phone was invented and before politicians could act to create a monopoly, capitalists stepped in to 
create the vast mobile phone network. Because of the innovation that the free market encourages, now 
everyone can afford a mobile phone. If the argument that monopolies are formed in a competitive 
market was true, big businessmen would have bought up everything and charged whatever price they 
wanted until no one could afford a mobile phone.  
 
A lot of the misconceptions about monopolies that arise among people is by basing their ideas on the 
definition of a monopoly: the only seller of a given good or service. In my opinion, this definition is 
mostly inaccurate because a “given good” is difficult to define. As the famous economist Murray 
Rothbard once said, “Only consumers can decide whether two commodities offered in the market are 
one good or two different goods.” A monopoly should instead be defined as a firm that is protected 
from the competition in a market. This protection can only be given through anti-market action such 
as government forces. It is also often argued that government policies such as high taxes will prevent 
large firms from taking large control over the market. However, these taxes have an unequal effect on 
the market. Big businesses are often able to dodge them through tax avoidance and other unscrupulous 
means while it is mainly the small businesses within a certain industry that suffer as a result. Because 
of these taxes, it could be argued that monopolies form and start to dominate the market. Countries 
such as Norway and Sweden that have some of the highest levels of economic freedom and low 
government intervention hardly face the problem of monopolies and predator firms forming in the 
market, unlike the USA where crony capitalism (not pure free market capitalism) and lots of federal 
regulations have hardly promoted any competition at all in industries. In conclusion, the free market 
is not the reason behind monopolies. It is the solution to monopolies. 
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Is Competition Always Good?  
Varsha Golla 

 
For years competition has been promoted as a spectacular and widely desirable thing, the “invisible 
restrained of a capitalist economy”. This is for good reason though as competition is vital to many 
developed countries’ policies and economic well-being. First let us explore the benefits of competition 
to understand why it is praised so much. 
The most obvious advantage is the availability of choice to consumers. The more competitors there 
are in a market (trying to sell the same thing), the more options and substitutes available. This increased 
competition will further lead to innovation and invention as sellers compete to offer products with the 
best features. 
Despite the main selling point of competition being the benefits to consumers, it can also prove to be 
a benefit to producers by forcing them to become a better business. Consider a restaurant: People may 
be eating there purely because it is the most convenient choice and will continue regardless of the 
quality of food (given it is safe and palatable). However, if another restaurant opens up nearby then 
you will have to improve your services. This may lead to the food being so good that new customers 
outside of the neighbourhood are drawn in and a huge name can be created to increase customer base 
further. Competition can therefore be seen as a form of motivation for firms.  
To summarise the virtues of competition, it can yield:  

1. Lower prices  
2. Better quality of products  
3. Increased choice  
4. Increased innovation  
5. Increased efficiency and productivity  
6. Economic growth  
7. Increased wealth equality  
8. Stronger democracy (because it can help disperse economic power) 

On the other hand, it can also have disadvantages for businesses since it decreases market shares and 
possibly actually decrease customer base. This is especially the case if demand for products was always 
constricted. Furthermore, there is somewhat of a trade-off since competition increases profits in the 
long term (as a result of innovation) but will decrease returns in the short term since prices must be 
lowered to remain competitive. Furthermore, there is also the possibility that the market will become 
flooded. Too much competition means there are too many firms producing the same goods so inventory 
will pile up. This has further consequences as firms now have too much capital sitting on the shelf 
instead of cash to distribute for rent, payroll, or urgent expenditure. As a result of this and having so 
much stock that less workers are needed for productivity, firms are forced to decrease staff numbers, 
their working hours or even their wages. 
The disadvantage of competition to consumers is a little bit subtler. It could result in harm to companies 
that you as a consumer are attached or regularly support. Another drawback is too much choice to 
consumers leading to confusion and complications with making decisions, especially if it is a product 
people do not usually have much preference for. There have been psychological experiments proving 
that when consumers are faced with too many options, they will avoid making a decision. This is 
because consumers require information in order to make informed choices, but this is not always freely 
available since the human mind still has not evolved past effectively choosing between 2 items. 
Today in the real world, most markets are characterised by oligopoly which is a few large firms 
accounting for most of the sales. Economically speaking, they make sense since it allows full 
exploitation of scale. What often happens though is that competition is dampened by product 
differentiation. Nowadays advertising is planned strategically to induce customers into making 
decisions on an emotional rather than rational basis. There is also often “phoney differentiation” to 
frustrate rational comparison, for example mobile phone contracts are next to impossible to compare. 
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The word competition often triggers economists to think of competitive prices, but the negative issues 
arise because oligopolists prefer to avoid price competition. They instead compete via advertising, 
marketing, packaging, and other ways.  
The idea of behavioural exploitation can also explain why competition may not always be a good thing. 
Competition policy assumes all members of a market are able to effectively judge in their best interest, 
but this is not always the case. Once this assumption is relaxed, it becomes clear how competition can 
leave society worse off. This is known as suboptimal competition and can arise if firms compete on a 
demand-driven basis or imperfect willpower. Instead of competing to gain and build trust between 
consumers and their business, firms instead compete to formulate new ways to exploit consumers. For 
example, adding decoy options to herd consumers into higher margins or creating an illusion in 
advertisements.  
Behavioural exploitation (above) can be used to explain the problem of too much competition; but 
there is also the issue of too little competition which can be explained using the competitive escalation 
paradigm. This is when “two parties engage in an activity that is clearly irrational”. An easy way to 
understand this is by considering auctions or bidding wars where overconfidence and passion often 
overtake reason as goods are vastly overvalued.  
Professor Max Bazerman and Don Moore demonstrated this by holding an auction for a $20 bill with 
$1 increments. The highest bidder wins but the second highest bidder pays the auctioneer the bid. It 
would be irrational and illogical to bid over $20 in this particular auction and some argue it is also 
illogical to even enter the bidding war given the cost of losing. The ideal situation would be for one 
person to bid in order to obtain an economic bargain, but this is highly unlikely to happen. The 
experiments’ results where that the war typically ended between $20 and $70 but also often hit $100.  
It is evident here that competition is not always economically perfect for both consumers and producers 
and has multiple drawbacks. However, despite this, it is still the backbone of many thriving economies 
today and is likely to remain as a key component in the future as well. 
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Is Nestlé Too Big to Fail? 
Harshvardhan Patel 

 
When one enters a grocery store, regardless of whether they are in the food, drinks, pets or beauty aisle, chances 
are that a significant portion of goods are owned by Nestle. The graph below (Figure 1) shows that there are 
many brands which we wouldn’t immediately associate with Nestle, but can make up a large part of our day to 
day lives. This multinational corporation is often involved with controversy; a recent example includes 
marketing and selling baby formulated milk products which are inappropriate for African consumers, thus 
exploiting an information gap between the producer and consumer. Although this incident damaged the 
reputation of Nestle, the corporation’s profits continued to soar; hence leading me to ask the question: “Is Nestle 
too big to fail?”. In this article, I explore the impact of such incidents on Nestle as a brand and conclude by 
summarising that Nestle is too big to fail at its current state; I argue that government powers around the world 
should focus on protecting consumers by intervening in the market 

Figure 1: Sub-brands owned by Nestle 
A controversy involving Nestle was the deaths of potentially millions of babies [depending on the source] due 
to the predatory practices performed by Nestle sale representatives. They exploited asymmetric information by 
dressing as nurses in order to persuade consumers that their formulated milk is superior to actual breast milk, 
which is seen as a very unethical method to exploit customers with limited access to information.  Due to this, 
in the third world, women who were hooked onto Nestle’s infant formula were not able to breastfeed their 
children; instead they over diluted baby formula with contaminated water which resulted in malnutrition and 
millions of babies’ deaths. Had Nestle not existed, these women would have likely breastfed their children 
which would have improved their nutrition and decreased the mortality rate for children in these LIDCs. 

 
One would expect two distinct economic effects from the incident: One 
would be a decrease in demand for baby milk and another being a 
decrease in demand for Nestle products. Let us analyse these in turn. 
 
When there is a controversy involving formulated milk, it is likely that 
baby milk would be less in demand as consumers would realise there is 
some misinformation involving that formulated milk.  
 
 
 
Figure 2: Supply-demand diagram for baby-milk market 
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This would result in a decrease in demand, hence shifting from D1 -> D2 as shown on the diagram, which would 
result in quantity decreasing from Q1 -> Q2. This happens because consumers would be less willing to pay for 
formulated milk at any given price due to the scandal in the market for this product. According to the business 
insider, however, infant formula remains a $11.5-billion-and-growing market. This is surprising as it 
accentuates how large the information gap is in the market. Although products have been improved since the 
scandal, most research institutes specify that breastfeeding is better than formulated milk. 

 
Figure 3: Nestle net-profit from 2005-2020 (Statista) 
 
Since the controversy revolves around Nestle, another economic effect should be that Nestle products would 
face a severe decrease in demand. Research suggests the existence of a long-standing boycott of Nestle products 
since this scandal became known, however analysing the operating profit of Nestle, there is evidence to suggest 
that between 2005 and 2020 their profits remained between £6 and £14 billion, and hence remaining profitable. 
Perhaps the reason behind this lack of impact from the boycott is due to the sheer enormity of the corporation, 
where people are unaware that brands like Ralph Lauren and Giorgio Armani are partly owned by Nestle.  
 
The evidence we have seen so far suggests that Nestle is practically too big to fail. Despite such a massive 
scandal and several attempts at boycotting, Nestle continues to strive in the market and remain in its large 
monopoly. 

  
 

 
Figure 4: Maggi scandal and impact on Nestle stock price 
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This graph gives a more in depth and detailed reason for fluctuations in Nestle’s stock performance. The graph 
above shows 2015 - 2016 and if we refer to figure 3, there is a clear decrease in profits in 2015 to 2017. The 
main reason for this is the fact that India’s food regulator had banned Maggi, a 2-minute noodle brand which 
was immensely popular in India, due to the fact that it contained an excessive amount of lead and also incorrectly 
labelled that there is no MSC. The ban reached global news and people stopped buying Maggi everywhere, not 
only India. The immense popularity of the brand with such an immediate downfall cost Nestle around half a 
billion dollars. Furthermore, it was estimated in 2015 that Nestle India may take 3 years to recover as share 
prices plummeted due to a lack of confidence from investors. However, this prediction was completely wrong. 
As we can see above, Nestle India started to recover within the end of 2016 and global Nestle total profits 
increase from 2017 - 2019. This severe underestimation from analysts proves that Nestle’s enormity exceeds all 
bounds in terms of their power. They managed to get a court ruling to overturn the ban within 5 months and 
even though it cost 35 000 tonnes of Maggi to be destroyed over time they managed to reclaim that loss from 
other products such as Nescafe, Powdered liquid, etc. 
 
Unfortunately, on the surface and from past data, Nestle seems impenetrable currently. But there is one 
possibility. In 1890, an act called the Sherman Antitrust Act was passed in which the government can take legal 
action to break up a monopoly if they deemed in necessary, it was first applied in 1902 when President Roosevelt 
used the Sherman Antitrust act to break up the monopolisation of railways, which large corporations were using 
therefore exploiting their consumers. Since Nestle is the largest food and drink company in the world, breaking 
up their monopoly and granting independence to their individual firms (as shown in the diagram above) is 
certainly a doable action. I expect the consequences to result in the individuality of all these sub firms (referring 
to the first diagram) which would result in more legal repercussions when there is controversy, which is how it 
should be. Additionally, in the UK, there is the Competition and Monopolies Authority (CMA). The CMA is 
the UK’s key competition regulator which investigates mergers. For example, if there are 5 firms in a particular 
market, the CMA would prevent two of those firms from merging as that merged firm would own 25% or above 
all the shares in that industry. The CMA could prevent more firms merging into Nestle and let other corporations 
in the food and beverages and hence demonopolize the food and beverages market. In this mixed market 
economy, it is the role of the government to protect their consumers and intervene if a monopoly is forming, 
and hence it is the responsibility of the government to impose regulations and has the power to break up 
monopolies to prevent further harm caused by Nestle. 
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Wellbeing 
Editor: Matthew Todorov 

 
As LSE’s Yu-Hsiang Lei put it, economics is at its heart the study of people, not money. This core of 
the subject is often lost in early economic studies. The following articles attempt to redress the balance 
between people and profits, and challenge one of the central questions of economics. Is money really 
what we want? The ramifications of this question are perhaps more significant than anything else in 
the field, as if a greater focus on wellbeing over wealth is brought in, would we need to rethink 
economics as a whole, and if our metrics are not correlated with happiness, what is the value of the 
metric? 
 

 
Section Contents: 
 
If Money Doesn’t Bring Happiness, Does Happiness Bring 
Money?  

Flora Tregear 

The Economic Shift from Welfare to Well-Being Tejal Vadukul 

Can Money Buy Happiness? Isaiah Akpovwa 
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If Money Doesn’t Bring Happiness, Does Happiness Bring Money? 
Flora Tregear 

 
It is a well-known misconception that money can buy you happiness. Whilst it may boost life-
satisfaction and living conditions, it is certainly not a fitting relationship for all incomes. It is destined 
to level off. In the UK, the so called ‘perfect salary’ to reach the peak of happiness is £30,000. Given 
the average income of a UK citizen is £29,600, the majority of the UK population are not living to 
their potential happiness (in theory). The major component preventing reaching this level of life 
enjoyment is certainly not income, but mental health. With an average of 31% of adults experiencing 
some form of diagnosed mental illness, the world is facing a mental health crisis.  
Now it is clear that economic prosperity cannot solely improve wellbeing, the other side of the 
relationship must be addressed. Perhaps poor mental health creates a prime environment for a declining 
economy to fester. In 2007, the Daily Mail described the modern population as the ‘disturbed 
generation’. This was due to a report that between the ages of 5 and 16, a shocking 1 million British 
children experienced mental health issues. The financial impact of this can be seen in data from the 
Western world: in 2003, the US government spent $100 billion on mental health treatment, and in 2005 
the NHS in the UK issued a record of 29 million anti-depressants. Surely this vast spending and 
attention being given to the major mental health epidemic is reducing its negative impact? Sadly, this 
does not seem to be the case. The economic burden of the mental health crisis vastly outweighs any 
growth and improvements being felt: in America, $1 trillion of profits is foregone annually due to a 
productivity loss, as a direct result of mental health leave from employment. Furthermore, there is 
growing research into the potential causal link between poor mental health and a high-income 
inequality in a country. This was outlined and theorised in Pickett and Wilkinson’s book ‘The Spirit 
Level’. This used data from the World Health Organisation’s World Mental Health Survey 
Consortium, attempting to estimate the prevalence of mental illness in each country.  

 
GDP, whilst highly criticised, remains the most widely accepted measure of economic worldwide 
performance. However, it is heavily under fire for not representing income inequality: take Japan and 
the US, with high GDP per capita rates (65,000 and 40,000 USD respectively). This indicates a higher 
average income level in America, which could be equated to better living standards. However, this 
would be inaccurate. Japan has an impressively low rate of income inequality, whilst in the US the top 
1% own 40% of the country’s wealth. Demonstrating the major impact income inequality has on 
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skewing the interpretation of data. The research referenced in ‘The Spirit Level’ found Japan at the 
lower end of this correlation: a more equal distribution of income, and a relatively positive mental 
wellbeing on average. What makes Japan different? A highly contentious issue comes into the debate, 
as mental health is impossible to accurately quantitatively measure. Therefore, arguably these low 
incidences of mental illness in Japan could be attributed to a discrepancy in measurements. This can 
be seen to play a role in the argument, as depression was not widely recognised in Japan until 1990. 
However, after an advertising campaign at the turn of the 21st century launched in Japan, detailing 
mental illness as ‘the cold of the soul’, there was a boom in anti-depressant sales. The general lack of 
awareness and inability to measure mental health issues is a major hindrance in defeating the crisis, 
and is having a devastating impact on the economy: 4% of GDP is used up on mental health, whilst 
only 1.5% is spent on environmental protection.  
One solution, is the approach adopted by Germany: a role model for mental health services worldwide. 
The prevalence of mental illness amongst German residents is no different to the average in the rest of 
the world, therefore their success in being crowned one of the world’s happiest countries (ranking 7th) 
can almost entirely be credited to their own action in response to this epidemic of mental health. In the 
1880s, newly United Germany became the first country in the world to provide a welfare state. Since 
then, they have fore fronted social reforms in aid of mental health: providing accessible and generous 
financial support for the mentally ill, a vast range of specialist hospitals and an impressive downturn 
in mental health stigma, due to campaigning. It is no surprise then that Germany has a 4% share of 
world GDP (the fourth highest); a dominating economy in the world.  
It is apparent that there needs to be action, starting with a uniform measurement of mental illness in 
order to address the pressing issues of society. The Warwick-Edinburgh mental well-being scale is the 
most commonly accepted measure of mental health, that issues a series of positive statements and 
assesses an individual’s response to them. It then quantifies this in a score between 14 and 70, from 
good to poor mental wellbeing. However, it is certainly not all-encompassing, and there is no 
requirement for individuals to take this test. With the closest thing to a measure of mental illness being 
the flawed UK census question, first asked in 1991: ‘do you believe you have a physical or mental 
health condition or illness that will last 12 months or more’ it is no wonder that an estimated 60% of 
adults with mental health disorders go untreated or undiagnosed, slipping under the radar.  
Money does not bring happiness, and happiness is far from reach in most economies. However, maybe 
the closer we get to improving mental health, the more our economies will be able to grow. 
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The Economic Shift from Welfare to Well-Being 
Tejal Vadukul 

 
The ideology of economic growth being the front runner of the many social welfare determinants has 
been questioned numerous times in recent ages. Despite the 6.39% increase in the UK’s GDP between 
2011 and 2019, the UK’s average life satisfaction stands at 6.8/10, lower than the figure of 7.5/10 
found in some European countries such as Finland and Iceland. This leads to an important question. 
To what extent has our current concept of economic growth created meaningful growth, relative to the 
economic agents central to its very purpose; society? With rates of depression doubling since before 
the COVID-19 pandemic and mental health treatments costing England around £105.2 billion 
annually, a revisit of what economies focus on when defining success is imperative to maximising 
utility. 
This begins with a holistic redefinition of an economy’s aim. 
Economic well-being is a multi-dimensional concept where an individual’s personal fulfilment, 
security and satisfaction propels a countries prosperity. Its potential is large with the capacity for 
creating a positive cycle of both economic and social progress and although its difference from social 
welfare seems minimal, it is substantial. 

Through years of economic theory fine-tuning, social welfare has been 
narrowed into almost a purely financial item, used to support families 
who have not benefitted from economic growth. This has been done 
through aids such as universal credit.  Although the growth in the total 
value of goods and services has been effective at achieving higher real 
household disposable income – an increase of 0.3%, its rapid rate has 
frequently been compensated by the overconsumption of limited 
resources. In comparison, economies driven by well-being are more 
likely to have sustainable growth since high well-being drives a chain of 
long-lasting activity. Worker’s increased productivity and efficiency due 
to better mental health is likely to cause shifts in aggregate supply, rising 
productive potentials and also reducing the impact of inflationary 

pressures. 
A shift towards better focusing on social well-being may not only allow the continuation of aspects 
previously encompassed in the term ‘social welfare’ – such as environmental protection and 
redistribution of wealth – but also consider more subjective, value judgement strands such as mental 
health and its underestimated economic impacts. The result would be a more accurate understanding 
of different country’s economies. This understanding would be based upon performance indicators 
that represent societal progress and assess personal interpretations of life quality. 

Economic well-being is not limited to that solely of an individual and rather, 
personal well-being is accompanied by collective well-being. Whilst the 
former accounts for individuals own standards of living for example, monthly 
wages, collective well-being can be thought of as the welfare of a group of 
people in relation to each other. This could be a neighbourhood, community 
or almost any situation involving the interactions between different people. 
Altruistic behaviour is when economic agents sacrifice their net benefits in 
order to improve another’s and is believed to correlate with good mental 
health. Whilst most theory considers the one-to-one trade between firms in 
the form of goods and services exchange, it fails to acknowledge occasions 
when one-to-many mapping occurs. This can be seen in the diagram where 
‘a’ is mapped to both I and III. The majority of these real-life occasions where 
one person receives less than they give, are driven by emotion and feeling – 

both components of mental well-being – and have been named diffuse reciprocity. 
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The economic benefits of intertwining social well-being into the economy are extensive. The high 
levels of collective well-being present in some Scandinavian countries have been utilised by their 
government in setting policies of high taxation. In 2020, the tax rate was 55.89% in Denmark, 
considerably higher than the 20% basic rate in the UK. A contributing factor in the setting of this rate 
has been the citizens' strong sense of communal responsibility and the satisfaction gained from giving 
aid to a bigger cause. From an economical viewpoint, the result of this has been Denmark having one 
of the lowest income inequality rates globally, with a Gini coefficient of 0.253. Although the UK’s 
Gini coefficient is approximately 30% greater than Denmark’s, with a value of 0.328, this gap could 
be bridged by the government's implementation of policies determined by how well-being motivates 
economic behaviour. 
The question of how microeconomic thought (in terms of well-being) can be applied on a large scale 
is complex however the solution may come in the form of a pluralist approach. Pluralism is the 
widening of economic study to include ideas from different schools of thought. Whilst building upon 
the blocks of economics, it includes ideas from divisions like psychology and neuroscience. With 
studies from Purdue University suggesting life satisfaction decreased when people earned more than 
$105,000, deeper insights into well-being should certainly be pursued. It could be powerful in helping 
highly developed economies such as the UK and US ensure that they are achieving the right goals. The 
largest difficulty lies in optimally bringing together the seemingly inconsistent topics that pluralism 
brings. This could perhaps be tackled by ensuring ideas are driven by econometrics and data. 
Mental well-being is one of the largest contributors to an individual’s own evaluation of their life 
quality and with careful management could be used to the advantage of the economy. Enriching 
economics with the topic of mental health could bolster a movement away from the limitations of 
social welfare and towards the expansive idea of social well-being. 
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Can Money Buy Happiness? 
Isaiah Akpovwa 

We have all heard the question, “Can money buy happiness?” and we have all heard different responses 
to it, ranging from a monosyllabic, “Yes” or “No”, to vague answers like “Maybe” or “It depends” or 
the most famous one, “To an extent”. There are also those who answer this unanswerable question 
with another question, for example, “How much money?” or “What definition are you using for 
happiness?” –the best we can do is look at data, facts and statistics and come to our own individual 
judgement interpreting the question as we see fit. On an individual scale, money can buy happiness, 
however, this depends on how the individual in question values money and defines happiness.  
Money can buy goods and services that are add to the components of happiness. For example, if I were 
to give a homeless man begging for food and drink a £20 note, I imagine he would be happy and use 
that money to satisfy his human needs of food and drink making him happy in that period. Furthermore, 
if I were to give him another £20, he would be happy throughout the period that he still owns the £20 
and until the satisfaction of his next meal is met. On the contrary, if I were to give your average worker 
on a salary of £25,000 a year a random £20 note, they would also be happy, but it is unlikely that their 
happiness would be as great as that of the homeless man. As money is what matters to the homeless 
man as a means of survival, the acquisition of money will make him happier than the average person 
who is already financially secure. Data provided by the Centres for Disease Control and Prevention, 
has shown that adults who live below the poverty line were three to four times more likely to have 
depression than adults who lived above the poverty level. As depression is the opposite of happiness, 
this statistic could be seen to disprove the question at issue.  The ability to meet one’s financial needs 
increases that individual’s wellbeing and mental health –a stable and high level of one’s wellbeing and 
heath will often lead to happiness. For example, if money frees you from stress and worrying about 
how you are going to pay for things from the past, present and future such as debt, car insurance or 
bills then this stress-free life would eventually add to one’s happiness. 
Happiness is mainly seen to be an intrinsic value compared to its similar feeling of joy which is 
regarded as an action or display of happiness. Happiness does not necessarily represent a standard 
value which can be compared between different people, but, using a range of methods such as general 
surveys, life expectancy, mortality rates, GDP per capita and more -it has become possible to measure 
the happiness of a country and its economy. It is annually measured in ‘The World Happiness Report’. 
The reigning champions of happiness for the last 4 years have been Finland with a score of 7.809 out 
of 10 in 2020, however, they may have happiness, but they do not have a lot of money. The recorded 
GDP of Finland in 2020 was approximately $270 billion and their GDP per capita was roughly $49,000 
–these are quite small amounts and are not regarded as a lot of money. Out of all the countries they 
ranked 44thin 2020. Nevertheless, they have still been ranked first out of every country in the world 
in terms of happiness. If we take this at face value, we can conclude that happiness does not bring 
money. But whether money can buy happiness, is the question we are looking to answer. The 
wealthiest recorded nation in 2020 was the United States of America, they had a recorded GDP of 
approximately $21 trillion and GDP per capita of $64,000 –these amounts are significantly larger than 
those of Finland. Despite this, they ranked 18th in The World Happiness Report in 2020, which is 
significantly lower than Finland. This leads to the conclusion that money does not buy happiness as 
well as happiness not being able to bring money, on a national scale. Why is this the case?  
Although, the United States have a lot of money. Only some people share this wealth, as the top 10% 
of households hold 70% of the country’s wealth while the bottom 50% only hold 2%. This affects 
happiness because the GDP per capita makes it seem as though all the people in the US have a lot of 
money, however, only the top percentage of households are the true wealthy people as they increase 
the average and skew the statistics. The top 10% of Finnish households hold 50% of the wealth and 
the bottom 50% hold 6% which is considerably more spread than that of the United States, providing 
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a more equal and happy nation. The difference in the United States’ median and mean wealth is 600%, 
which is dreadful as the United States have a lot of money but not everyone has enough money to 
positively contribute to the average. This is supported by their relatively high Gini index of 41.1, 
compared to South Africa with the highest ratio, 63. This represents the income inequality as a unit 
and tells us that not everyone has money nor is there an equal distribution of money, explaining why 
as a whole the United States are not as happy as they could be.  
Finland on the other hand have a Gini ratio of 27.4 which is extremely low compared to Azerbaijan 
with the lowest ratio, 22.45. Due to Finland’s lower Gini ratio, we can conclude that the GDP of the 
nation is more evenly spread than the United States’, so a greater fraction of people have money which 
explains why they are happier as a nation. Based on the facts, data and statistics shown, it is much 
easier to argue that money cannot buy happiness although it is not impossible to argue the opposite. 
The question must be more specific as it would make it easier to provide a definitive answer, as 
happiness can be bought by an individual with money but less so for a nation with money. 
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Diversity and Discrimination in Economics 
Section Editor: Shahar Eyal 

 
As a social science, Economics is constantly examining social problems and solutions, pertaining to a 
wide range of people. In order to fully examine these problems and create solutions and policies which 
work for everyone, it is imperative that we have a diverse range of inputs, from all genders, races and 
nationalities. With only 27% of Economics undergraduate students being women, and 37% being 
BAME, there is a clear diversity issue in the field of Economics. Not only is this diversity problem a 
social issue, it is also one of Economic importance. Through the exclusion of certain groups, we are 
severely limiting the talent pool entering the exploration of this field, and thus stunting its potential 
growth by preventing new ideas and innovations from breaking through.  Reasons for this unequal 
distribution and underrepresentation are debated, and there are questions of whether this is due to 
active discrimination within the field, lack of access to it from a young age, or some even argue a 
biological preference. The examination of these causes is imperative for the development of solutions 
which address them. 
 
This topic is one which has grown in popularity in recent years, and the insightful articles in this section 
aim to explore it further, examining arguments including the importance of diversity, methods with 
which to improve the currently existing inequalities, and the negative effects of discrimination against 
certain groups. The discussion of these topics is vital for the development of the economic field in an 
inclusive and sustainable way which benefits everyone. 
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Interview with Professor Natalia Zinovyeva of Warwick University 
Shahar Eyal 

 
I spoke with professor Natalia Zinovyeva of Warwick University, to discuss her views on gender 
economics, one of her areas of research.  
Please note that answers have been slightly edited for length and clarity. 
 
Why did you choose to study economics with a research focus on gender economics? 
I grew up during a transition period after the collapse of the Soviet Union in Russia so Economics was 
the most visible and popular subject, because you could see the changes in the economy and the way 
the economy was organised. The most obvious choice at the time to understand what was going on 
and what was going to happen next in the country was to study economics. Once studying economics, 
I was trying to make a more conscious choice about the economic subfield that I would like to study. 
I was very interested in many applied areas and I realised how important it is to have diverse 
representation of all sorts of talents and backgrounds, especially in a social science.  
 
There is an issue within the field of attracting and retaining women, what kind of methods could 
potentially be uses to draw more women and minorities in? 
There are several reasons for this low interest in economics for young women. It seems that early on 
women are exposed to fewer options than men to study economics. This might be related to the 
stereotypes of what women might be interested in or this may be somebody deciding on a more senior 
side what the interest for women is. There is a stereotype that women have a comparative advantage 
in humanities rather than in maths, so subjects which are technically engaging should be of less interest 
to women, and that is more of a supply side reason, so we may be interested in advertising more to 
young women in school. Another reason may be lack of information. There is a tendency to 
misunderstand what economics is. In my view economics is a method that allows you to address 
questions in many different areas. As a social science it can allow you to address social questions 
related to topics such as crime, health, development, labour markets, education and so on. It might be 
the case that at a young age people view economics as more related to finance, banking and so on 
which might be of less interest to girls. What we need is more information. We are trying to do this 
now, and there are initiatives at the university here at Warwick and in other universities in the UK 
where professors are reaching out to younger students, trying to let them know what economics is, 
which might be helpful in attracting women.  
I think the main problem is that we don’t attract women to study economics to start with. A third of 
economic undergraduates are women, which is a very low statistic given the opportunities that 
economics gives. It provides a large toolbox both of theoretical skills, empirical skills, data analysis 
skills, and analytical skills that you could apply to so many subjects and domains, so it is weird that it 
is not more appealing to women. If you look at the test scores of girls and boys at university entry age, 
what you see is that girls do much better at reading than boys, but more recently they started to also 
become better at maths, especially in more developed countries. It is a consistent trend, but is not well 
known. So, it may also be the case that we should let women know that they would be fantastic 
economists and technical workers if they want to, and so they shouldn’t shy away from that. 
 
Do you think economics needs to make more of an effort in acknowledging and valuing the 
unpaid work which is undertaken by women? 
There is fascinating research coming out about documenting the existence of norms at the household 
level of who is picking up the domestic duties in the family. It is true that having kids affects 
dramatically the career progress of women and not at all the career progress of men. There is recent 
research exploring a similar thing in lesbian couples, where one mother is the biological mother and 
another is the adoptive mother. If a similar pattern emerged in lesbian couples for the biological 



 
Olavian Economist 2021-2022 

 
   75 

mother, you could say that the slow career progress of women after having children is due to biological 
reasons, but what happens is that in lesbian couples we do not see a long-term disparity between the 
two mothers in terms of earnings, which seems to indicate that there is something other than biology 
and more to do with the gender norm. We need to acknowledge the existence of this unpaid work, 
which is kind of subsidised within a family. You want a woman to be entitled to the same benefits as 
men gain with paid work, such as insurance or taxation benefits. I agree that unpaid work should be 
taken into consideration, and I believe that it already is considered by policy makers and has some 
recognition. The problem is that unpaid work is something very difficult to measure, so at the moment 
we can only really acknowledge the existence of this sector of the economy, and try to see the 
implications of the existence of this work for our economic activity, and hence design policies that 
address for instance family taxations and parental leaves etc, and design policies that take into 
consideration the implications from a theoretical model that includes household work in itself.  
 
Why is it important that more women and minorities are encouraged to enter the field of 
economics? 
Economics is a social science, we are studying social problems and we need to be aware of a diversity 
within those problems. We tend to study the questions that we are more knowledgeable about, so if 
there are more women in economics there is going to be more research of interest and importance to 
women, and same thing applies to minorities. Another thing is talent, if for some reason a group of 
people is deterred from entering economics, such as due to social pressure, there will be a poorer pool 
of talent. A third reason is that science is a very collaborative type of work, and different perspectives 
give different solutions, which may be better than others due to more knowledge in that area. If 
someone has to give a judgement on an issue happening in a country they have little knowledge about, 
their decision is going to be limited, so we need representation from that context to give a better 
decision.  
 
As a woman in economics have you faced any gender specific challenges in your career?  
Economics is doing particularly badly in attracting and keeping women in the economic profession, 
but my personal experience is that I faced the typical challenges that a woman would have in any 
profession, like accommodating family life and combining this with your work, but these are kind of 
general things that happen in all professions, not economics in particular. Specific to economics we 
have fields typically dominated by men, for example in macroeconomics women are underrepresented 
while in labour economics, a newer field, we have more women. Traditionally, economic journals, 
positions and department management is more in the hands of older generations, which means more 
male dominated fields. As a labour economist, which is a field that started to grow recently, we will 
have a challenge of progressing because of the communication distance. Since we have the 
generational gap which coincides with the gender gap as well it sometimes feels that as a woman you 
may have difficulty progressing in academia. Personally, I struggle to attribute this necessarily to 
gender but rather a more generational conflict. 
 
Do you think economic thought would differ to what it looks like today if there had been more 
female influence in the development of economics as a field? 
Of course, if we had more women by now in the development of economics it would have been a 
different field. I believe it would have been balanced in a different way, with some topics of more 
importance having been brought up earlier on. For instance, for a long-time economics was a 
theoretical field. One reason for that was our limited technical ability to analyse data, so people used 
theory rather than data analysis. Another reason was that it was in the hands of men who were typically 
more inclined to do theory, so if that were changed earlier on, I think we would have had a different 
field which was more statistical and applied. When women enter economics they typically go into a 
more applied field.  



 
Olavian Economist 2021-2022 

 
   76 

 
What effect do you think COVID has had on women in work? 
There is mixed evidence on this, but initially researchers were surprised that this lockdown increased 
the proportion of housework that men do at home. This was a positive trend that men started to engage 
in, which kind of emerged from necessity that comes from staying at home, as the amount of work that 
parents had to at home increased, so the same allocation of work would not be feasible. However, the 
volume of work increased significantly and women still had to bear a much larger share of that work. 
Eventually that also showed up in the amount that women worked and their labour productivity. In the 
academic profession this was extremely visible as there is a very clear output measure, which is 
publications. When tracing productivity what we saw was that the article submissions by women 
practically disappeared, which was really striking.  
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Where Are the Women?  
Jemima Jackson 

 
Women are notoriously under-represented within the field of 
economics, with growing research suggesting biases are both 
overt and subconscious. Gender economics explores the ways 
in which gender impacts on economic decisions and policies. 
“It’s about dissecting and creating a new discourse around 
economic theory that fuses Economics, Gender and Sociology” 
(Susanne Moore, 2013). 
In the UK, the figure for female academic economists in 
permanent posts is as low as 15.5% 1.  Multiple factors are believed to act as deterrents for females 
entering the world of economics, also limiting career progression for those women who have chosen 
to pursue work in this sector. Firstly, an instrumental factor is the clear lack of female role models. 
Numerous prestigious economic titles, such as the Chancellor of the Exchequer or Governor of the 
Bank of England, have never been held by a woman. This is rather topical and somewhat controversial. 
Despite two female Prime Ministers having held office, the highest economic posts remain reserved 
and more readily accessible for men. This may suggest there are potentially more opportunities and 
equality within the political versus economic arena. However, although there is still a ‘glass ceiling’ 
hindering female career progression in economics, Catherine Mann’s recent appointment to the 
Monetary Policy Committee (MPC), commencing September 2021, will improve female 
representation, with two out of the nine committee members now being women2. Mann’s appointment 
will hopefully motivate and enable more gender representation in the economic industry and encourage 
aspiring female economists to strive for prominent positions. Furthermore, this will hopefully assist in 
increasing the proportion of female economic university students, which is less than 30% of total 
economic graduates, and remains on a downward trajectory1. 
Arguably, a key factor underpinning the gender gap in economics is attributed to widespread sexism. 
A 2019 survey by the American Economic Association highlighted 30% of women felt discriminated 
against compared to 12% of their male counterparts3. Moreover, this gender discrimination is systemic 
and impacts the authority of female academic publications. The survey found “70 percent of female 
economists feel their work isn’t taken as seriously as their colleagues’” and that they are not provided 
with equal opportunities to present at conferences3.  Women presenters are often questioned in a more 
hostile and patronising tone4.  Lack of female conferencing opportunities has been explored through 
Dr. Jessica C Smith’s recent research into descriptive representation of women during the COVID-19 
UK press conferences. Smith concludes that 43% of the 52 conferences were hosted by an all-male 
panel and “these results are important from a normative, symbolic, and policy perspective”5. Women’s 
(in)visibility in these press conferences pose concerns about legitimacy of democratic decisions and 
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their associated policy consequences, thus highlighting another instance of female under-
representation in frontline politics and economics.   
Reports of ‘toxic masculinity’6 and gender bias are long standing within the economic sector. This, in 
conjunction with the lack of role models for female students, is one of the reasons fewer women study 
economics and may be discouraged from undertaking economics A-level, as reflected in the table 
below7. This is extremely concerning given a key factor in accounting for the gender gap is secondary 
to less girls undertaking A level economics studies7. A study of school children, aged 15-16, 
highlighted that females placed a greater weight on helping and contributing to society in their future 
careers8.  However, this may indicate students lack awareness of the direct ways in which economic 
policies can fundamentally influence social issues. A number of initiatives to promote gender diversity 
and encourage female participation in economics within government have been established, for 
example ‘The Women in Economics (WE) Network’, founded in 2018 to support female economists 
in the Government Economic Service (GES). It is imperative that similar outreach programs are 
introduced, with a particular emphasis on school schemes, to ensure the image of economics can be 
reshaped to illustrate the vast opportunities available and the relevance of the subject, irrespective of 
gender. 
 

 

The lack of women in economics presents a market failure, since women are not only missing out on 
some of the highest paid careers, but also the resultant lack of diversity in policy making leads to worse 
outcomes, which is why interventions should aim to correct this8. Striving for gender representation 
within economics is not just about political correctness, rather it results in better, more effective 
policies. Through altering workplace dynamics and creating inclusive work environments, with fair 
representation from employees with protected characteristics9, this will stimulate creativity, diligence 
and a greater work ethic4.  
 
Significant differences in economic policy are especially prevalent in topics such as “core economic 
principles and methodology; market solutions versus government intervention; government spending, 
taxation, and redistribution; environmental protection; and gender and equal opportunities”10. A study 
found that male economists were much more likely than female economists to favor market solutions 
over government intervention, whereas female economists more readily support increased 
environmental protection compared to their male counterparts9. This reaffirms the importance of 
gender balance in economics to ensure well informed policy choices that reflect the needs and wants 
of society, without being inherently biased towards one genders’ school of thought. However, whilst 
it's vital to understand the differing stances on economical topics between genders, it may also provide 
another insight into why there may be fewer women in economics. If women hold opinions that 
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contradict the perspectives of senior male colleagues with regards to policy, this could act as a barrier, 
suggesting women might be less likely than men to be recruited, promoted, or have their work 
published10. 
 
To conclude, women are significantly under-represented within economics for various reasons, 
ranging from sexism to a lack of encouragement in early education. This evidence suggests the 
economics profession is not only failing women, it is simultaneously failing society due to the lack of 
diversification in policy. Therefore, we need to facilitate and encourage more opportunities for aspiring 
female economists.  
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Racial Micro-Aggressions in STEM Education 
Chima Ndukwu 

 
In a multicultural society, race-gender disparities still remain a challenge in science, technology, 
engineering, and mathematics (STEM) education. Studies show that racial micro-aggressions (RMAs) 
are a contributing factor to the lack of representation of students of colour in STEM programs. Analysis 
of quantitative and qualitative data at the “International Journal of STEM education” suggests that 
RMAs are not isolated events but are ingrained in higher education and college culture; this includes 
interactions with STEM instructors, advisors and peers. Black, Asian and Ethnic Minority students 
(BAME) experience racial micro-aggressions at three levels but in STEM majors Black students are 
more likely to experience RMAs than other students of colour. 
Careers in STEM are one of the fastest growing occupational clusters in the USA with roughly 8.6 
million STEM related jobs in 2015; showing growth that outpaced prior projections and growth that 
was only second to health care (Carnevale et al., 2011). There have also been great demographic 
changes in diversity with 58% of today’s college students identifying as white which is in stark contrast 
to the 84% of enrolled students in 1976 (U.S Department of Education, National Center for Education 
Statistics, 2018). Despite societal progression white men, in particular, remain overrepresented in 
engineering and many other science, technology, engineering and mathematics degree programs. 
Although there has been a nationwide call for more diversity in the engineering and STEM fields for 
the past two decades, the results of these efforts have been slow and, in some cases, insignificant. 
Nearly all STEM related occupations require some kind of formal training beyond secondary school 
and high school (Carnevale et al., 2011). Consequently, postsecondary education institutions play a 
critical role in preparing the nation’s STEM workforce. Over almost two decades for students of colour 
graduating with engineering degrees Latinx graduates have grown from 5.9% to 10.4% whereas Black 
students graduating have decreased in this field from 4.7% to 3.86% according to a 2019 report by the 
National Science Foundation (Hamrick, 2019). 
Scholars have made concerted efforts to understand the causes of race and gender disparities in the 
STEM education and to offer solutions. Studies show that when students of colour perceive a negative 
racial campus environment, academic persistence and retention falls. Conversely, a positive racial 
climate contributes to a strong sense of belonging and is associated with higher grades and graduation 
rates for students of colour. 
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Campus/College – Quantitative 
The first model on each table shows the relationship between the dependent variable and racial identity. 
Black, Latinx, Asian, Native American, and Other Race are included in the model. The second model 
includes gender; women are included in the model and men are the reference. The third model includes 
class level (e.g., sophomore, junior/ primary, secondary). There is evidence of an effect of racial 
identity on experiences of micro-aggressions for STEM students at the college level. Poisson 
regressions are used to predict the incident rate ratio (IRR) of the probability that one will face frequent 
RMAs on site. Each model progresses from racial identity to gender identity to class year. The results 
from model 1 indicate that STEM students who identify as Black have a 54% probability (IRR = 1.539) 
of experiencing more frequent micro-aggressions compared with other students of colour.  
Asian students, Latinx students, and Other Race students are less likely to experience these incidents. 
Asian students experience RMAs at about a 7% rate (IRR = 0.19), Latinx students at 24% (IRR = 0.76) 
and Other race students at 15% (IRR = 0.853).  
Model 2 builds upon the previous model by adding gender identity. Again, Black students have a 
higher probability of experiencing frequent RMAs with an increase of over 20% at the same 
significance level (IRR = 1.802, p < .001). When controlling for gender, the probability is now 
increased for Asian students by 21% and they are more likely to experience micro-aggressions (IRR = 
1.121, p < .001). When gender is introduced as a control variable, female students of colour experience 
micro-aggressions at a 7% higher probability (IRR = 1.071, p < .01). 
Finally, model 3 builds upon the previous models by including the class year. When the class year is 
added, there remains a significant relationship for Black students regarding the frequency of 
experiencing RMAs (IRR = 1.765, p < .001), and Latinx students still have a decreased probability of 
experiencing RMAs (IRR = 0.7881, p < .001). Women still have an increased probability of 
experiencing RMAs, however the rate is slightly decreased from 7.1% to 5.9% (IRR = 1.059, p < .05). 
Consequently, graduate students have a 20% decreased probability of experiencing RMAs on 
campus/college level. This is useful in understanding better how frequently students will be exposed 
to RMAs and by what means. 
Peer Level – Qualitative 
During their first year, students of color quickly experienced how race became the focal point for 
explicit and subtle harassment and exclusion around campus, especially in the classroom.  
Due to the low numbers of Latinx and Black students in the STEM majors and likewise occupations, 
these student peers assumed they did not belong. Students reported that being the “only one” or “one 
of few” in STEM classrooms contributed “feeling isolated”, “discouraged” and “invalidated”, these 
are referred to as environmental micro-aggressions Sue et al. (2007). The lack of representation sends 
a message that students of colour, especially Black and Latinx students, do not belong and will not 
success in STEM majors. Interactions with peers reinforced the idea of not belonging. 
While not always explicit, such behaviors are micro-insults; embedded in the interactions are 
assumptions about the level of intelligence based on race. Feeling excluded, unsupported and not 
valued contributes to leaving the degree or STEM major altogether. 
Effects 
In 2019 investment in AI and related technologies was expected to reach $19.1 billion but by the end 
of that year global private AI investment was over $70 billion showing the drastic rate at which these 
industries are expanding. The demand for engineers has never been so high. Engineering opportunities 
across the board are expected to grow 7% nationwide by 2026.  
If college/campus students were to fallout of their STEM course under the scrutiny of racial micro-
aggressions then the industry could see a diversified pool of talented individuals lost to low self-esteem 
and isolation. The U.S Bureau of Labor Statistics predicts that 140,000 new engineering jobs will be 
created by 2026 in the US alone, with researchers also concluding that a 1% increase in the engineering 
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index correlates to a 0.85% increase in GDP per capita. Engineers of all kinds are going to be vital for 
future societal development. 
Conclusion 
STEM students of color described feeling both hyper visible and invisible. Students of color felt 
excluded from groups or social activities. Even worse, students of color reported comments from 
faculty and staff in positions of authority who dismissed, discouraged, ignored, and even made fun of 
them.  
STEM department must value diversity beyond the numbers. Students of colour must feel like they 
belong to STEM majors and not feel as if they have to fit in. Colleges/Campus officials, academic 
professionals, faculty members, and students must work together to address discrimination and expand 
the pipeline of underrepresented populations going into STEM careers. This means that academic 
departments cannot wait for the larger campus culture to change; they must also examine their 
histories, structures, and policies to create access to the STEM fields for both male and female students 
of color, particularly those from the most underrepresented racial identities. This is possible only if the 
STEM curriculum also emphasizes the need to work effectively in a diverse society by demonstrating 
the relationship between the inclusion of diverse perspectives and talents and STEM’s ability to 
innovate and solve society’s toughest problems. 
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How Can Our Economic Outlook of Unpaid Labour Impact Gender Inequality? 
Shahar Eyal 

 
Domestic unpaid labour refers to work such as cooking, cleaning, taking care of children and other 
domestic tasks. The majority of this work is undertaken by women, with women completing at least 
2.5 times more household work than men. The most likely reason for the gender imbalance of this 
work is tradition. Historically, the UK has undoubtedly been a patriarchal society, with women’s 
primary role being to have children and take care of the home, with this often being the only way for 
them to contribute and gain respect. Gender equality has unquestionably improved in the UK, with the 
female employment rate being up to 72% as of December 2020 and the gender pay gap consistently 
falling over time. So why has domestic labour remained outside of the trend of rising gender equality? 
Simone de Beauvoir said “Few tasks are more like the torture of Sisyphus than housework, with its 
endless repetition”, so many argue that it is simply outside of a man’s inherently ‘powerful and strong’ 
nature to take on this tedious task, which is much more suited to a woman’s ‘gentle and sensitive’ 
nature.  However, these stereotypical traits of feminine and masculine personality are not biological 
but were created by the aforementioned historical gender roles. Economically, the way we value and 
record unpaid labour could help to minimise these stereotypes and influence the societal appreciation 
of domestic work.  
Currently, the way we measure the strength of a country’s economy is GDP. This includes the 
monetary value of all goods and services produced within a country over a period of time. With 
domestic labour being unpaid, it is not counted. However, it is untrue that unpaid labour and care does 
not contribute to the economy. Firstly, unpaid care provides certain services that the government would 
otherwise have to provide, such as taking care of sick people and providing health and education to 
children. This lowers the amount of money that the government has to spend on public provisions. 
Furthermore, women are often responsible for transporting their family members, such as driving their 
husband to work and taking children to school, therefore enabling a higher mobility of labour and 
maximising productivity, as these husbands would otherwise have to take a job closer to home in order 
to be able to commute or spend more time out of their working day using public transport. Finally, 
unpaid domestic care lowers the cost of labour as household care replenishes workers, as a woman 
provides services such as cooking and doing the husband’s laundry, allowing him to relax. Without 
this, firms would have to pay to maintain their workers physical and mental state and standard of living, 
in the form of higher wages. Evidently, unpaid care has a large role in upholding the economy, so 
omitting it from economic statistics leads it to become overlooked.  
Implementing unpaid labour into a new measure of a country’s economic success could lead to greater 
gender equality in multiple aspects. The first effect this would have is that unpaid labour would be 
appreciated for the benefit it provides. While this may seem trivial, an economic appreciation of this 
work could lead to increased respect for women, and lower misogynistic views in society, as people 
will be able to more overtly recognise the unpaid contribution of women as a necessary service rather 
than a menial task. Next, this recognition could lead to a more even gender division of household work. 
This is because if society sees this work as valuable, men may become more inclined to undertake it 
as they feel they are benefitting the economy. Valuing unpaid labour as we value jobs may also subvert 
the feminine stereotype of women undertaking this work from being passive, sensitive, and gentle, to 
those of the traditional male breadwinner; independent, smart and ambitious, due to the fact that the 
contribution they provide and work they do will become visible and tangible.  
A common argument against the inclusion of unpaid domestic work into economic statistics is that it 
is difficult to measure, so it is not possible to include it in formal data. However, the Office for National 
Statistics already publishes the Household Satellite Account, a monetary valuation of UK household 
service work, proving that measuring this is possible. In fact, in 2016, the value of this was estimated 
at £1.24 trillion, equivalent to 63.1% of UK GDP. Thus, not only would including household work 
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into GDP have social benefits, it would also significantly increase its value, leading to a perception of 
a more successful economy.  
To conclude, our economic outlook and valuation of women’s unpaid labour can have many effects 
on gender inequality in society, and steps should be taken to include this into official economic 
statistics, leading to both economic and social benefits to society.  
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How COVID Has Impacted Women In Work 
Aarush Upadhyay 

 
When COVID-19 first hit, employment rates sank like the Titanic. The number of women aged 25 to 
54 in work shrank by a massive 13% in the first 4 months of 2020. A year later and the figures were 
5% lower, with the largest impact on low income and black households. Many women have left the 
workforce all together. In January of 2020, there were more “prime age” men compared to women in 
the United States of America. If job losses were spread evenly, around 300k more men than women 
would have lost work. The number women losing jobs in the work force was 220,000 more than that 
of men.  
There are 2 main reasons why it is like this: one reason could be the fact that the concentration of 
women in the affected industries is especially high, such as the fast food and movie industries. The 
second, slightly more obvious one, would be that most of the women have children to care for.  
Many childcare centres around the world were closed which would lead to the children of the many 
families where both the parents work, to be left unsupervised and alone. With schools also operating 
online during the several lockdown periods across the world, it would make sense for one parent to 
stay home along with the children to take care and oversee the work. The share of women either 
working or seeking work fell by 2.2 percentage points from January 2020 to January 2021, which was 
0.6 percentage points higher in comparison to men. The more surprising figure was that the decrease 
in “prime aged” women (aged between 25-54) fell by 4 percentage points in the case where the 
youngest child in the family was aged between 2 and 6 years of age; an explanation for this trend 
would be that the children are too young to look after themselves and need full time attention and care, 
and with childcare centres shut, the mothers have to resort to quitting and looking after their family. 
The distribution of women in industries only explains a small part of the gender differences in the 
reduction of the workforce. Women are slightly overrepresented in the leisure and hospitality sectors 
in which unemployment rose by 24%, however in the health sector job security went relatively 
unscathed, which is understandable due to many nurses and doctors being overworked, which means 
they can’t lose any manpower. 
When diving deeper into the figures, it becomes clearer that America’s gender inequality is interlinked 
with its racial disparity. It was discovered by a survey that only 25% of Black and Latino mothers 
would send their children to school if in-person classes resumed during the lockdown period. This 
could be due to two  possible reasons. The first could be that the school is based in a COVID-19 
hotspot. The other, more sad, reason could be due to the fact that if a member of a minority family was 
to contract the disease, they would not receive adequate healthcare due to the colour of their skin. 
With the economy slowly recovering, many women will slowly return to work. 9% of prime aged 
women had to stop working due to shopkeepers to closing shop. Once vaccines become the norm and 
r rates around the world slowly start to decline, the women should slowly be able to return to work. 
However, with the women that have left the workforce, they may find it harder to return, which then 
entrenches the existing inequalities. 
 

 
 
 
 
 
 
 
 
 

 



 
Olavian Economist 2021-2022 

 
   87 

 


