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Welcome to the first issue of Marginal Utility for 2016, a student-led 
magazine focussed on the fascinating world of economics. 

In recent months, the international markets have been full of economic 
change. The slowdown of growth in China has been one of the many 
factors leading to global deflation, forcing many central banks to adopt 
unprecedented strategies to help maintain price stability. In this issue, we 
examine some of the reasons for slowing growth in China, and explore 
some of the policies that central banks around the world have adopted to 
combat deflation, such as negative interest rates.  

However, as economies continue to experience growth, recent estimates 
by the World Bank show that wealth inequality remains to be a problem: 
the rich just seem to be getting richer. In this issue, we look into some of 
the reasons for the widening of the wealth gap, and what it means for the 
future of our international economy. 

Here at home in New Zealand, inflation has dropped to 0.4%, well bellow 
the target band of 1-3%. The central bank is forecasted to continue to 
drop interest rates in the upcoming months to attempt to restore price 
stability in the economy. The recent budget release has also sparked 
debate over issues such as the cigarette tax. With the recent 
implementation of a similar tax on sugary drinks in the United Kingdom, 
we analyse its effectiveness and explore whether a similar “sugar tax” 
would be viable in New Zealand. 

In addition, the TPPA continues to remain a topic of discussion. Whilst the 
free trade agreement appears to be beneficial for the export-led New 
Zealand economy, issues around the loss of sovereignty and the increased 
power of multinational corporations continue to undermine the potential 
advantages of such an agreement. We encourage you to read on to find 
out how the TPPA will affect the average New Zealand citizen and the 
wider New Zealand economy.  

Also in this edition, what is High Frequency Trading and does it generate 
any value? Furthermore there is a book review of ‘Doing Good Better’ 
which focuses on effective altruism as well as a brief review of popular 
economics books today. 

Finally, the Phillips Society is back in action at King’s College this year. The 
society aims to provide a platform to discuss relevant opinions, theories, 
and ideas to generate further commerce discussion that will prepare 
students for the future. We highly recommend you to explore all that it 
has to offer. 

We hope you enjoy reading this publication, and would welcome any 
feedback that you might have. 

Amay Aggarwal – Editor 

a.aggarwal@kings.net.nz 

Marginal Utility
Editorial
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The Sugar Tax 
BY OLIVER GILBERTSON (GREENBANK) 

Recently it was announced that the British Government 
would implement a tax on sugary drinks. The tax will be 
imposed in three brackets, with the value of the tax 
being dependent amount of sugar per 100 millilitres of 
the drink. This comes after Mexico introduced a similar 
tax in 2014, and at a time when obesity has come to be 
described as an epidemic. How effective will this tax be, 
and should it be considered for New Zealand? 

The consumption of drinks with high sugar content 
creates negative externalities, as it imposes significant 
costs on society in the form of costs to the British 
National Health Service, due to 
illnesses and diseases such as obesity, 
diabetes and tooth decay caused by 
the overconsumption of sugar. Poor 
health also can lead to lower labour 
productivity. The British government 
has made an attempt to correct this 
market failure, by making consumers 
pay for the external costs as well as 
the private costs of production. 
Hopefully, this will increase the market 
price and decrease the quantity of sugary drinks 
consumed, moving the quantity closer to the socially 
optimal level. 

Sugary drinks can be described as demerit goods, as 
they are overvalued and hence over consumed by 
consumers. Consumers do not fully realise the negative 
effects to their health of sugary drinks, or how 
significant the amount of sugar in soft drinks is. This is 
an example of information failure. Higher prices, due to 
a tax, would discourage consumption and improve the 
well being of individual members of society.  

One of the drawbacks of this policy is that the tax is 
regressive. It is likely to have a far greater effect on the 
poor than the rich, potentially leading to greater 
inequality. Sugary drinks make up a greater proportion 
of spending in lower income households than in higher 
income households. If these low-income households 
continue to consume the same quantity of sugary 
drinks, they will have less income available to spend on 
other things.  

A tax on sugar would also raise a significant amount of 
revenue for the government. A study by the National 
Institute for Health Innovation found that a sugar tax, if 
implemented in New Zealand, would generate up to 
$40 million per year. This money could be used to 
reduce other taxes, or could be spent on health 
programs aimed at problems associated with 
overconsumption of sugar. It is easier for a government 
to publicly justify spending if it can provide a means 
with which to pay. 

The effectiveness of any tax indirect tax imposed on the 
production of a good depends on the 
elasticity of demand of the good. If the 
price elasticity of demand is inelastic, 
the percentage change in demand will 
be smaller than percentage change in 
price, and most, if not all of the value 
of the tax will be passed on to 
consumers, whereas if demand was 
elastic, there would be more 
significant changes in demand, and 
more of the costs would likely be 

absorbed by manufacturers. Studies around the world 
have suggested that the price elasticity of demand of 
sugary drinks is elastic, and hence a tax on sugary 
drinks would be very effective. A study of the tax 
introduced in Mexico by the British Medical Journal 
found that the price elasticity of demand was elastic, as 
purchases fell by 12% after a 10% price increase, with 
greater decreases among those less well off. 

Only time will tell how effective the sugar tax will be in 
Britain, but if it is deemed as success we could see calls 
for a similar policy in New Zealand. New Zealand has 
the third-highest adult obesity rate among OECD 
countries, and obesity may soon be “the leading 
preventable risk to health in New Zealand”. The benefit 
of a tiered tax similar to the tax in Britain is that 
manufacturers are encouraged to reduce the sugar 
content of drinks in order to reduce the amount they 
are taxed, and to introduce and advertise more low-
sugar alternatives. 

Celebrity chef Jamie Oliver was delighted with the ‘sugar tax’ that 
was announced as part of the 2016 Budget in the UK. Oliver Gibertson 
discusses how effective it will be. 

The consumption 
of drinks with 
high sugar 
content creates 
negative 
externalities
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China - fixing currency 
BY HARRISON ZHANG (AVERILL) 

China, the world’s largest economy by purchasing 
power parity according to the IMF, is no longer the 
world’s fastest growing economy since 2015.   

Why has this happened? Growing inequality, pollution, 
rural poverty, an inefficient state sector, and low 
domestic consumption remain. Its aggregate demand is 
made up of primarily its trade sector where its GDP 
comes from mainly its exports. Its imports consist 
mostly of energy, raw materials, and capital goods, 
while the main exports are consumer electronics, other 
electronic goods, textiles, toys, and shoes but also 
chemicals. 

However due to the occurring high household 
consumption, growth of 
capital stock will lead to 
further rapid gains in 
productivity and also an 
increase in real wages (10% 
annually). This inflation will 
drive up wages as capital-
intensive manufacturing 
industries will grow as 
stated by the Balassa-
Samuelson effect. In 
simpler words, China’s 
comparative advantage of 
its cheap and productive 
labour is disappearing, and 
gradually, manufacturers 
are setting up industries in other regions of cheaper 
labour such as that of Vietnam and India. Nominal GDP 
per capita may be a poor proxy for wage differences, 
but it provides at least a rough idea: at $1,100 it is just 
2.6 percent as high as that of the United States. 

Overall, this has decreased the amount of exports, as 
China is losing its ability to produce goods at cheap 
prices. 

Chinese exports tumbled 8.3% in July 2015, their 
biggest drop in four months. After a string of 
weakening output growth figures going back to last 
year, the authorities have come intense pressure 

internally to address the slowdown with a dramatic 
policy shift. 

So what has China done? During the week of August 10, 
2015, against the background of a slowing Chinese 
economy and appreciation of the U.S. dollar, the 
People's Bank of China devalued the renminbi by about 
5%. The People's Bank of China (PBOC) set the mid-
point of the dollar- renminbi trading band at 6.4905, its 
strongest level so far this year in 2016. 

This fix of currency has enabled Chinese businesses to 
compete with regional rivals to supply the world with 
everything from raw steel to fridges. The cheaper 
renminbi will make Chinese exports less expensive, 

potentially boosting the 
overseas sales that have 
been among the main 
drivers of growth during 
the nation’s remarkable 
rise over the past three 
decades. However, 
controls on the currency 
have given Chinese 
businesses a high degree 
of predictability when 
they plan to investment in 
industries heavily 
dependent on exports. 

This devaluation could 
prompt an angry reaction from the US, which has 
consistently argued that the renminbi is undervalued, 
damaging US exports. It could also force other Asian 
countries to devalue, making exports to the US cheaper 
and increasing Washington’s trade deficit further. 
Furthermore “With real GDP growth expected to retreat 
further from 7 per cent this year, China is not done 
cutting rates yet,” wrote analysts at DBS. Hence, the 
currency is forecasted to continue to devaluate in the 
future with increasing spin-off effects. 

Harrison Zhang looks at the China’s policy and managing its 
currency in order to preserve its manufacturing jobs and GDP. 
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The Interest Rate Limbo 
BY AMAY AGGARWAL (PEART)

In a world where deflation poses a threat to the global 
economy, traditional methods of correcting deflation 
are becoming less and less effective. As a result, several 
central banks have been forced to take extreme 
measures by slashing their interest rates to sub-zero 
levels in an attempt to stimulate demand in the 
economy. 

So what exactly do we mean by “negative interest 
rates”? 

Effectively, the central bank lends money to commercial 
banks by creating new reserves, thereby acting as the 
“bank’s banker”. Traditionally, the central bank can 
charge interest on the loans it makes, and pay interest 
on the deposits it takes. However, with negative interest 
rates, the commercial banks must now pay the central 
bank for their deposits. While most commercial banks 
are reluctant to pass on these negative rates to their 
depositors in fear of losing customers, some banks have 
actually opted to charge people to hold their money. In 
effect, depositors who would expect to receive interest 
on the money in their account must now pay the bank 
that same interest. In theory, this should help to 
encourage borrowing and spending, stimulate demand 
and thus increase inflationary pressure. 

However, in practice, negative interest rates seemed to 
do more harm than benefit. Firstly, as customers had to 
pay banks to store their money, more and more cash 
went ‘under the mattress’ and out of the financial 
system, as customers started to withdraw their 
deposits. As a result, lenders lost a crucial source of 
their funding. Furthermore, the banks that chose not to 
pass on the negative interest rates saw a substantial 
decrease in their profit margins, which further reduced 
their willingness to lend. Lastly, in Japan, negative rates 
provoked nervous investors to pull their money home, 
which caused a dramatic appreciation of the Yen. As a 
result, imports became cheaper and aggregate demand 
decreased, thereby adding even more deflationary 
pressure in the economy. In effect, negative interests 
can be associated with a number of undesired 
consequences. 

If even the most extreme measures are futile, it suffices 
to ask whether monetary policy is still effective in times 
of deflation. As described in Keynesian economics, the 
‘liquidity trap’ describes a situation where injections of 
cash into the financial system do not decrease interest 
rates and correct deflation as intended.  This occurs as 
people start to hoard cash because they expect further 
deflation, and so they expect their money to become 
more valuable the longer they wait before spending. 
Liquidity traps are often seen to take place when 
interest rates are close to zero and further explain why 
even negative interest rates can be ineffective in times 
of deflation. 

Fortunately, some economists have come up with 
radical alternative solutions to the problem of deflation. 
As previously mentioned, one of the key reasons that 
banks cannot set negative interest rates is cash, as 
savers would withdraw all their money rather than be 
forced to pay interest on their account. In response, 
Willem Buiter, global chief economist at Citigroup, 
proposed getting completely rid of cash in the economy 
and relying solely on digital payments. It seems like a 
rather absurd, but viable way of enabling negative 
interest rates to take effect. In addition, some 
economists are now reconsidering the idea of 
“Helicopter Money”, initially proposed by Milton 
Friedman in 1969. The plan would see everyone receive 
a large sum of money from the central bank, to spend 
on whatever they wish. Although this was initially 
dismissed as a thought experiment, it does appear to 
have some credibility: The immediate increase in wealth 
would increase spending in an economy and help to get 
out of a deflationary cycle, preventing long-term 
deflation. 

It is clear that deflation is a pressing issue that presents 
a risk to our way of life, globally. Although negative 
interest rates work in theory, we can see that there are 
numerous undesired consequences and disadvantages 
when they are put into practice. For the sake of our 
economy, we need to come up with better solutions to 
the problem of deflation as soon as possible. 

With many central banks being forced to push interest into negative 
territory Amay Aggarwal discusses the implications.
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Unfair Economics 
JOSH GRANT (MARSDEN)

Throughout the world, we have seen a massive shift in 
the amount of absolute poverty. In recent estimates by 
the World Bank, the global extreme poverty level 
(below $1.90 a day), has diminished from 44% to a 
staggering 18% in the span of 30 years. Below one 
billion people are now living beneath the ‘poverty line,’ 
where previously over two billion were in 1980. 
However, just because there are less ‘poor’ people does 
not necessarily mean the world has become more 
equal. 

The cries of ‘inequality’ are constantly hammered into 
our ears with every new political cycle, but is inequality 
still an issue? The short answer: yes.  

In today’s world, ultra high net worth individuals (worth 
greater than $30 million) are currently at 0.004% of the 
global population, yet make up for 12.8% of global 
wealth. The world’s top ten billionaires are worth more 
than whole countries including 
Nigeria, Belgium, Iran and the United 
Arab Emirates etc. In a world where 
‘poverty’ is decreasing, the rich are 
still getting richer at a rate of knots 
faster than the poor.  

How is this happening? 

Globalization has created inequality. 
With a world becoming more and more industrialized, 
moving from farm to factory, everybody is competing 
against everybody else. A dish-washer in Australia or 
New Zealand has the same value proposition as a dish-
washer in India or China. Both workers have equal skills, 
therefore in the eyes of the global labour market, they 
are equal. As the labour market now encompasses over 
3 billion workers, the surplus of hands has driven wages 
downwards. Leading to unemployment for those 
unwilling to except bare minimum pay. 

Wealthy, asset rich individuals find themselves within a 
different camp. As the world becomes a unified 
economy, the rich find themselves having a wider 
influence, creating greater investment opportunities 
and becoming wealthier. Thomas Piketty, a French 
economist, stated that “inequality is not an accident,” 

but is rather an inherent symptom of modern day 
Capitalism”. 

The growth rate of capital, which is owned by the 
wealthy, is greater than that of economic growth, a 
determinant for wage levels. The investors, landowners 
and profiteers rake it in, while the workers compete for 

a small, diminishing prize pool. 

Without any form of strict 
government intervention, we will 
continue to see an economy 
devolve back to the likes of early 
1800’s Europe. Piketty argues 
that meaningful, coordinated 
action is needed to slow down or 
even stop the wealth gap, in 

order to maintain a democratic and happy society. 
Increased income tax up to 80% as well as a global 
wealth tax are two suggestions to limit the damage. 

Global economic growth has been the spur for stopping 
absolute poverty, yet is still the tortoise in an ever-going 
game of catch-up against the capitalist ‘hare,’ which is 
in no mood to slow down. With a potential 11 billion 
global population in the upcoming 30 years and 
diminishing natural resources, the world’s economy is in 
for a shock. Capitalism may have to become an 
economic system of the past. 

Josh Grant looks at the growing inequality in the global economy 

“inequality is not an 
accident, but is rather an 
inherent” symptom of 
modern day Capitalism. 
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TPPA: Good or Bad for NZ? 
MICHAEL DAYA-WINTERBOTTOM (MARSDEN)

Over the past six months, the issue of the TPPA has 
been fiercely debated in the public arena. Its advocates 
have pointed mainly to the attached economic benefits, 
whilst the opponents have speculated over how the 
TPPA might benefit the interests of shady 
multinationals and erode our sovereignty. So what does 
New Zealand stand to benefit from the TPPA?  

In economic terms the TPPA will be worth an extra 
$2.7bn NZD to our GDP by 2030, and will save 
exporters $259m per year, whilst the government only 
loses $20m a year in tariffs which have been removed. 
These figures nicely sum up the case for: there are 
substantial economic benefits to exporters under the 
TPPA. However, there is a more important argument as 
to why New Zealand needs the TPPA. As an exporting 
nation, New Zealand’s economy relies on the ability of 
its goods to be competitive overseas. One only has to 
look at New Zealand’s Free Trade 
Agreement with China, signed in 2007, 
to see the benefits of free trade. In 
2015, New Zealand exported $11.2bn 
worth of goods to China, which had 
increased from $5.8bn in 2010.  

This increase is aligned with the 
gradual eliminating of trade barriers 
under the FTA, which is predicted to 
be completed in 2019. The reliance of New Zealand’s 
economy on its exports makes the TPPA an irresistible 
opportunity for little old NZ to get their “seat on the 
table”. By joining the TPPA, New Zealand aligns itself 
with 11 other nations which, when including New 
Zealand, represent 36% of global GDP. Such deals are a 
match made in heaven for exporting nations such as our 
own antipodean slice of paradise: for years, New 
Zealand trade officials have chased Free Trade 
Agreements with the USA and Japan, but have not been 
able to procure them - until joining the TPPA, that is.  

Those who are opposed to the deal see the gains of the 
TPPA as limited and exaggerated in the media. Their 
main concern is that it fails to account for higher price 
medicines, music recordings, books and other products 
affected by longer copyright periods, and more severe 
patents. 

For example medicines will become more expensive 
as big pharmaceutical companies gain more influence 
over PHARMAC, and restrictions are placed on generic 
medicines. Copyright laws will be prolonged from 50 
years to 70 years and more harshly enforced, hindering 
access to information and stifling innovation.  

Opponents are also of the belief that foreign 
corporations could take the New Zealand government 
to an international tribunal and claim compensation if 
new laws or regulations that reduce their profit levels. 
For instance foreign banks, insurance companies and 
money traders will gain more powers to challenge laws 
designed to prevent another financial crisis. A further 
argument against the TPPA has been based on its 
impact on sovereignty and the tangata whenua. It 
creates new constraints on the ways that the State can 
honour te Tiriti obligations, affecting Māori tino 

rangitiratanga, culture, indigenous 
knowledge, biodiversity and 
opportunities for economic 
development. 

Whether you are for or against the 
TPPA there will certainly be a lot of 
discussion as to whether it is 
beneficial to the New Zealand 
economy. 

Michael Daya-Winterbottom looks at the pros and cons of the TPPA

In economic terms the 
TPPA will be worth an 
extra $2.7bn NZD to 
our GDP by 2030
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High Frequency Trading 

James Surowiecki (writer in the New Yorker) wrote a 
very informative review (in the New York Review of 
Books) of Michael Lewis’ book ‘Flash Boys’ about the 
rise of high-frequency trading (HFT) on Wall Street. As 
the name suggests, high-frequency traders buy and sell 
in large volumes and at an extraordinary fast pace, 
trading thousands of times a second. The decisions of 
the trader are driven by 
complex algorithms which 
are designed to follow a 
defined set of instructions in 
order to generate profits at a 
speed and frequency that is 
impossible for a human 
trader. The defined sets of 
rules are based on timing, 
price, quantity or any 
mathematical model. 

It is estimated that 70% of 
trading in US stocks is done 
using. Lewis notes that: By 
the summer of 2013, the 
world’s financial markets 
were designed to maximize 
the number of collisions 
between ordinary investors 
and high-frequency traders – 
at the expense of ordinary 
investors, and for the benefit 
of high-frequency traders, 
exchanges, Wall Street banks, 
and online brokerage firms. 

Advocates of HFT will tell you that HFT provides 
liquidity and this means that the market has a lot of 
buyers and sellers which suggests that you can make 
trades without moving the price too much. A liquid 
market means that people will be more likely to invest. 
However there are those that worry about the liquidity 
of HFT as it could be illusory as it could disappear very 
quickly if stock prices collapse. Andrew Haldane of the 
Bank of England put it – the fear about this liquidity is 
that ‘in wartime, it disappears’. Furthermore, HFT has 
also produced huge swings in stock prices. On 6th May 
2010 – know as the ‘Flash Crash of 2.45pm’ – the DJIA 
fell 9% in 5 minutes but then recovered most of that loss 
in the subsequent few minutes. But what is most 

worrying is that nobody can agree what 
happened because nobody had any control 
over it. It seems that we are writing things (algorithms) 
that we can no longer read. We should be worried 
about HFT as it reduces the amount of the quantity of 
real and valuable information in the stock market 
system. It make the system as a whole less stable and 

more risky. And it devotes an 
enormous amount of resources 
to an arms race that is of 
dubious value. 

HFT and the real economy 

A recent study of the 
commodity market found that 
up to 70% of all price 
movements in those markets 
didn’t correlate to events in the 
global economy. The price 
movements were driven by 
algorithms reacting to internal 
action in the market. This not 
only makes the market dumber 
but also a lot more unstable as 
humans find it impossible to 
oversee it – e.g Flash Crash of 
2.45pm. If HFT traders add 
liquidity to the market then 
when the market crashed on 
6th May they should have 
stepped in by buying falling 

prices of stocks. Turmoil in the 
markets is nothing new but the speed that it happens 
today makes trading harder to control raising systemic 
risk. Some companies will go to get great lengths to 
improve the speed of trades. In July 2010 a one-inch 
cable was completed to send a signal from Chicago to 
New Jersey at a cost of US$300 million. The 
improvements brought down the estimated roundtrip 
time of the signal from 13.1 milliseconds to 12.98 
milliseconds. But when you are an algorithm 0.3 
milliseconds is a long time. The billions of dollars that 
have been put into HFT over the last 6 years have only 
had a small impact on the ordinary investor. HFT looks 
like an arms race as it consumes an enormous amount 
of resource and one wonders how much social value it 
actually generates.

Mark Johnston - (Economics Department) looks at the risks associated 
with the increased speed of stock market trading.
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Doing Good Better  

William MacAskill's 2015 book deals with how people 
could best utilise their individual resources if they wanted 
to help people and so "make a difference". Effective 
Altruism - the improving the lives of others with minimal 
resources to maximum effect - hits upon five questions 
that go considerably beyond the scope of giving thinking 
people tools to make the best difference they can. The 
book is in two parts, the first deals with the questions he 
poses and the theory and reasoning behind them. The 
second is the application of these ideas to altruistic 
activities. 

The significant insight with MacAskill's five questions is 
that they apply not only to those wishing to do good in a 
humanitarian way but for anyone charged with the 
responsibility of making others' lives better, regardless 
what organisation they are in, or even acting alone. They 
are key questions for any form of management: How 
many people benefit, and by how much? Is this the most 
effective thing you can do? Is this area neglected?What 
would have happened otherwise? What are the chances 
of success, and how good would the result be? 

Each of these questions is discussed in turn with senior 
high school Economics and Business Studies concepts: 

It was John Stuart Mill who advocated policies that gave 
the greatest good to the greatest number. MacAskill uses 
the concept trade-offs to determine the greatest good, 
the common measure for decisions being the public 
health idea of quality-adjusted life year (QALY) and well-
being-adjusted life years (WALY). Essentially QALYs 
measure benefits people enjoy by increasing their quality 
of life, and WALYs measure the change in well-being over 
time between alt actives that have very different 
outcomes (guide dogs and books in schools). 

MacAskill deals with "the most effective" interventions by 
not looking at typical or average programmes, but best 
programmes. He compares two essential distributions: 
normal and fat-tailed. Many situations are fat-tailed - 80 
percent of the value comes from 20 percent of the 
activities. To improve school attendance, spending 
money on deworming students is twenty times more 
effective than providing free school uniforms. 
Determining what activities are effective invloves 
random studies, the same gold standard pharmaceutical 
companies use to test drug efficacy. Pilot studies are 
important. 

Provocatively, MacAskill subtitles his 
fourth chapter, Why you shouldn't donate to disaster 
relief. 

By focusing on areas to help not covered elsewhere 
better use of resources generate better value. MacAskill 
uses the water-diamond paradox and diminishing 
marginal utility to illustrate his reasoning. The water-
diamond paradox is used to illustrate the important 
economic rule of operating at the margin. The average 
value of water is high because it is essential to life but its 
marginal value - consuming one more litre - is very low. 
Diamonds, however, have a low average value because 
their use is limited but their marginal value is very high 
because diamonds are scarce. Because disasters receive 
much publicity many people donate to relief 
programmes neglecting areas such as controlling malaria 
(which annually kills multiples of the total number of 
people killed in all natural disasters each year). 
Diminishing marginal utility states that the first resource 
used gives maximum benefit and subsequent amounts 
lesser benefit. The first million dollars raised in a disaster 
relief effort would bring more benefit than the hundredth 
million dollars raised. He illustrates his point by quoting 
the Japanese Red Cross four days after the Tohuku 
earthquake requesting no further extant assistance was 
required. 

Before embarking on a policy intervention it is wise to 
ask what would happen if the intervention did not take 
place. Often problems will sort themselves out, and 
sometimes well-meaning interventions do more harm 
than good. Good is not just a matter of direct benefits 
caused but the difference that is made. 

Expected value is only briefly covered in high school 
syllabuses. MacAskill discusses the concept simply and 
this lead to two important outcomes: 1) if many people 
did small things then significant results can accrue, and 
2) rare events with huge consequences should always be 
considered in the calculations. The importance of 
expected value lies not only in cost/benefit analysis but 
also in contingency planning. 

Combined, William MacAskill's questions that form the 
basis of effective altruism offer considerable insight in 
how to best manage scarce resources to help others. 

Warren Baas - (Economics Department) reviews William MacAskill’s 
book “Doing Good Better” which focuses on effective altruism.
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Economics Bookshelf 
HERE ARE FOUR POPULAR BOOKS ON ECONOMICS THAT HAVE BEEN PUBLISHED 
RECENTLY. THE REVIEWS COME FROM AMAZON.COM  

Postcapitalism: A Guide to Our Future by Paul Mason 

Over the past two centuries or so, capitalism has undergone profound 
changes―economic cycles that veer from boom to bust―from which it has 
always emerged transformed and strengthened. Surveying this turbulent 
history, Paul Mason’s Postcapitalism argues that we are on the brink of a change 
so big and so profound that this time capitalism itself, the immensely complex 
system within which entire societies function, will mutate into something wholly 
new. Mason shows how, from the ashes of the crisis, we have the chance to 
create a more socially just and sustainable economy. 

Few Hares to Chase: The Life and Economics of Bill Phillips by Alan Bollard 

‘Bill Phillips was an inventor, an adventurer, a hero and a relentlessly original thinker. 
He was the Indiana Jones of economics and Alan Bollard has written a definitive 
biography.’ - Tim Harford, author of The Undercover Economist and The Undercover 
Economist Strikes Back. How did an electrician from New Zealand with a few 
mediocre grades in sociology write the second most cited economics article in the 
world, build the MONIAC - a revolutionary computing machine - and quickly rise to 
become one of the world’s leading economists? From a remote Dannevirke farm to 
wartime POW camps to London’s intellectual world, the Bill Phillips story is a true 
New Zealand tale of adventurous spirit and can-do energy.

Makers and Takers: The Rise of Finance and the Fall of American Business by Rana 
Foroohar 

Eight years on from the biggest market meltdown since the Great Depression, the 
key lessons of the crisis of 2008 still remain unlearned—and our financial system is 
just as vulnerable as ever. Many of us know that our government failed to fix the 
banking system after the subprime mortgage crisis. But what few of us realize is 
how the misguided financial practices and philosophies that nearly toppled the 
global financial system have come to infiltrate ALL American businesses,  putting us 
on a collision course for another cataclysmic meltdown.  

Circus Maximus: The Economic Gamble Behind Hosting the Olympics and the 
World Cup by Andrew Zimbalist 

The numbers are staggering: China spent $40 billion to host the 2008 Summer 
Olympic Games in Beijing and Russia spent $50 billion for the 2014 Sochi Winter 
Games. Brazil's total expenditures are thought to have been as much as $20 billion 
for the World Cup this summer and Qatar, which will be the site of the 2022 World 
Cup, is estimating that it will spend $200 billion. How did we get here? And is it 
worth it? Both the Olympics and the World Cup are touted as major economic 
boons for the countries that host them, and the competition is fierce to win hosting 
rights. Developing countries especially see the events as a chance to stand in the 
world’s spotlight.
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WHO ARE THESE FAMOUS ECONOMISTS 

1. Richard Thaler - Behavourial Economist. 2. Janet Yellen - Chair of the US Federal Reserve 3. 

Angus Deaton - Nobel Prize winner 2015. 4. Graeme Wheeler - Governor RBNZ. 5. Jeffrey Sachs - 

Director of the Earth Institute at Columbia University . 6. Thomas Piketty - author of best selling 

book ‘Capital in the 21st Century’.  7. Daniel Kahneman - Author of ‘Thinking Fast and Slow’. 8. 

Joseph Stieglitz - Professor at Columbia University and previous Nobel Prize Winner. 9. Christine 

Lagarde - Managing Director of the International Monetary Fund 


