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Welcome to the first issue of Marginal Utility for 2017, a student-led magazine focused on
the economic world in which we live.
Since the last edition, the political world has seen major upheaval. America’s
administration has taken a surprising turn with business tycoon owner, Donald Trump,
now the President of the United States. We take a look at the hypothetical scenario of a
Trump figure in New Zealand and how the economy would pan out.
Within New Zealand,
we also saw the
unexpected
departure of John
Key from the
position of prime
minister, handing
the baton over to Bill
English. With the
new prime minister,
it has been
proposed to increase the retirement age to 67 by 2040. The announcement did cause
some public outcry. We investigate whether or not this frustration is justified, the longterm economic impact and who benefits from the decision.
Regarding housing, house prices have remained high across the country with Auckland’s
house price-to-income ratio just below 9. In this issue, we explore why national house
prices remain high, possible ways to solve this and whether it is realistic to still expect a
piece of land in the main metropolitan areas.
Looking abroad, the triggering of Article 50 has finally occurred with Theresa May
oﬃcially passing the resignation letter to the European Union. Now that we can see the
Brexit poll from a distance, this issue looks back at the failings of the European Union and
how a ‘Brexit’ like the event was bound to happen.
With many countries still extremely underdeveloped and ravaged by poverty, the
economic eﬀects of Aid have been justifiably questioned. The continued debate of
whether we should donate to charities is discussed including ideas of poverty traps and
randomised controlled trials.
With the pay of football superstars skyrocketing, it would be good to see what all the
fuss is about. Going straight to the top with Lionel Messi, we analyse how much he is
worth and whether significant pay guarantees great performances. Finally, we take a look
at the wealth generating eﬀect of composer Gustav Mahler on our economy today and
how the ‘paradox of choice’ works against us in our everyday lives.
We hope you enjoy reading this publication and would welcome any feedback that you
might have.
Josh Grant - Editor
j.grant@kings.net.nz
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Pension Tension
HARRIET BUTT (TAYLOR)

The proposed changes to NZ Super has been a recent
headline in national news. Discussion around this topic
began earlier in the year, after Prime Minister Bill
English announced his plan to raise the retirement age
from 65 to 67.
The government intends for the modification to be
progressive; the age of entitlement for the pension
being lifted six months each year from 1st July 2037,
until it reaches 67 on 1st July 2040. This means that
every New Zealander currently under the age of 45 will
be aﬀected. Another planned eligibility change is that
residents will have had to live in New Zealand for at
least 20 years, instead of the current 10, to receive
superannuation. These changes will align New Zealand
with other countries - including Australia, the US, the
UK, Denmark, and Germany - who's retirement ages are
all moving to 67. The proposed changes are set to be
legislated next year so are dependent on the results of
the election.
But what are the reasons behind the change?
The cost of NZ Super is becoming increasingly
unaﬀordable for NZ. This is due to the ageing and
increasing population. With average life expectancy
currently at 82.5 years, a dramatic rise from 1970 when
it sat at 71, and around 15% of the population aged 65
plus, something needs to change. Currently
superannuation costs NZ tax payers $11 billion, 4.8% of
GDP per year to fund. This is predicted to rise to 8.4%
GDP by 2060. If no change was made to
superannuation, this rise would mean that the
government would have to cut spending on other areas
such as healthcare and education.
Once fully phased in, it is expected that the proposed
changes would save the government $4 billion a year.
This figure would likely improve the government's fiscal
position, even with the increasing population.

Regardless of these pushing factors, there are
still arguments against changes to the Super
Scheme.
Unfortunately all things are not equal across
the workforce. Those in lower income jobs
have not seen a dramatic improvement in life
expectancy. There are also significant
disparities between diﬀerent cultural groups.
Researches have found that the gap is
growing with the average non-Maori woman living 10.9
years longer than the average Maori man (73.0 versus
83.9). The change may also have an impact on the
social infrastructure of the country. With consequences
of this change largely falling on those whose primary
source of income is superannuation, equity concerns are
likely to be raised. During their working life, some
citizens may be unable to earn suﬃcient savings or find
work up until the age of 67, increasing the need for
extra pensions after retirement and draining
government supplies. The government would also be
expected to invest in training programs to up-skill older
workers, and prepare companies for the ageing
workforce.
In short, there are both pros and cons to the suggested
change in retirement age. Although the changes will
relieve stress from the fiscal position of our
government, they will also put added pressures on New
Zealanders when it comes to preparing for retirement.
We are left questioning if this adjustment is the best
way forward.

Another benefit is that by increasing the Super age,
people will be motivated to work longer and harder in
order to improve their incomes. This, as well as the
larger work force, is likely to increase New Zealand's
production. It is also likely that investment and savings
would increase, due to decreased dependence on
superannuation. These ramifications are all likely to
benefit economic growth.
The rising trend in working pensioners would seem to
indicate that this adjustment is possible. Currently,
around 25% of people above the age of 65 are in paid
work. Due to medical advancements and improvements
in the overall health of citizens, this is predicted to rise
above 30% by 2031.
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To Aid or Not to Aid
JOSH GRANT (MARSDEN)

With poverty-stricken people across Africa and Asia
always advertised, the instinctual gut reaction is to help
that poor child on the poster. Whether to donate money
or set up an organisation, any help must be beneficial.
Right?
The problem is that the 'relief helicopter drop' solution
that events such as BAND-AID partook in only caused
more harm than good. Short-term solutions have only
led to long term issues. Claims of charity funding being
levied through corrupt channels to fund wars, causing
political instability and greater death is just one of the
many unfortunate scenarios which have occurred. As
non-government organisations (NGOS) like World
Vision or Oxfam can enter a country without the
permission of a government, they can essentially do
what they like. Once a community grows to accept that
basic amenities such as food, water and shelter come
from external sources rather
than the government; it
changes the nature by which
the political landscape
functions.
The ‘Aid’ debate continues in
the economic realm between
hard hitters such as Jeﬀrey
Sachs and William Easterly. On
the one hand, Sachs argues
that because of the lack of
investment in impoverished
nations, they are cursed to a
"poverty trap" of which $195
billion a year for the next two
decades from developed
countries could solve. On the
other side of the fence, William Easterly, an 'anti-aider,'
believes that aid prevents communities from finding
custom solutions, while concurrently undermining the
national institutions which try to help them.
In “Poor Economics” by Ester Duflo and Abhijit
Banerjee, a book about rethinking solutions to global
poverty, the economists tried to mimic the randomised
drug testings of the pharmaceutical industry in fighting
poverty. One of the most pertinent experiments took
place in Mali. Riddled with malaria, villages in central
Mali could only be cured by the long-term usage of
treated bed-nets.
Two solutions were present: 1.) Give the $10 nets out for
free or 2.) make them pay full price.
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Sachs suggested the first solution being that families in
a very low income area would not purchase the nets
and that benefits would be far greater than the
economic cost. Predictably Easterly argued the
opposite making clear that it the nets were purchased,
they would be both valued more greatly and the locals
would not become accustomed to handouts. It turns
out that depending on the village and the multiplicity of
factors associated with them such as access to
information about malaria, what the income of the
average worker is and how well connected the people
were (the better connected people tended to get the
nets for free), the eﬀect was diﬀerent. Some villages
malaria rates dropped, other plateaued, no solution
seemed more eﬀective than the other. The point being,
yes aid can work, but it doesn’t always work or ‘work’ in
the way you had hoped.
In a world where malnourished
farmers in Bangladesh will
happily spend their earnings
on a new television and
satellite instead of
supplemental food, we have to
understand that humans are
irrational. Aid is seen to have
diminishing returns as it
grows, so when we line up to
give we may want to consider
where this money is going.
When ‘aid’ focuses on
aﬀecting growth or
development in a clinical way such as the Chinese building a
port in Suva, Fiji demonstrable progress is
demonstrated and new jobs are created. Though there
are no ‘one size fits all’ solutions, they should all include
greater cooperation between state and charity, access
to information and financial transparency.
The question should no longer be whether aid ‘works’
as the title states, but rather when does it work. It is
clear that throwing money at a problem is not always
the solution. It is also clear that by understanding the
issues facing a country and using a little common sense,
we can increase life expectancy, literacy and income.
Both Sachs and Easterly are probably a little right and a
little wrong, as most economists are, but their debate
and that of thousands of others is helping make the
world a less poor place.
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What if New Zealand Elected Trump?
BENJI FLACKS (MARSDEN)

Unless you’ve been living under a rock for the last two
years, you’d know that Trump ran a campaign based on
a few policy ideas. Those being vehement antiglobalisation of trade, limiting immigration and
increased military spending. How would it look if the
New Zealand government implemented these policies?

when it comes to compassionate and moral policies.
This image would be destroyed if we were to suddenly
erect both physical and legislative barriers between us
and other nations.

Finally, Trump made it very clear that he intends to
dedicate significantly more resources towards
Tapping into economic discontent, Trump argued
America’s military. This intent was proved by his
profusely for protectionism and asserted that the
decision to take gut the likes of ‘Meals on Wheels’ and
decades of free-trade policies
the Society for Culture and Arts to
were responsible for the
instead boost military spending by
collapse of the American
$54 Billion. New Zealand has a proud
manufacturing industry. He
history of limited expenditure on the
“A Trump-like figure would
has been feeding on the
military; however, the USA spend
perception among many
almost 4% of its entire GDP on it. If
… eliminate free trade and
Americans that globalisation
this kind of policy were implemented
would also likely destabilise
has brought more pain than
in NZ, we would have to sacrifice a
gain, for example, by bringing
massive proportion of government
the nature of our economy.”
cheap consumer goods into
spending away from something
the country, costing domestic
unimportant, like the environment (as
jobs and depressing wages.
Trump apparently doesn't believe in
climate change).
Conversely, New Zealand has
been one of the countries that have reaped the benefits
The environment is a crucial part of our economy and to
of Free Trade and globalised policies. Being an export
divert these funds would mean a loss to our ‘clean
based economy, we rely on trade with countries such as
green’ image that attracts most of our tourism.
China to bring in a significant proportion of our GDP. In
Moreover, it would cause lots of tension with our trading
fact, about 37% of our economy (or $62 Billion) are
partners such as Oman and Bahrain as they would see
exports, mostly agricultural .
an increase in military spending as an aggressive move
that would potentially harm relations in the Middle East.
The significance of our GDP reliant on trade means that
agreements such as Free Trade are incredibly important
It’s clear that these Trump-like policies would have
to lower the cost of our exports overseas. We see the
detrimental eﬀects on New Zealand society and would
direct result of NZ signing FTA (free trade agreements)
seriously impact our economy. So when you take to the
with other countries such as Australia through an
polls this September, consider the implications of your
increase in GDP. Therefore, not only would a Trump-like
vote. Otherwise, that rock's underside may well become
figure decimate these important markets by trying to
the best place to live.
eliminate free trade, he would also likely destabilise the
nature of our economy and our relationship with trading
partners. Moreover, NZ needs to realise that countries
such as China hold all the power in trade negotiations, a
concept that Mr Trump wouldn't accept. This puts at risk
FTA’s and countries no longer needing us.
Trump’s immigration policy needs no explanation. 1.
Build a wall and make the Mexicans pay for it and 2. Halt
all immigration from any 'high risk' countries. There are
quite a few reasons why these policies would cause
major harm in New Zealand. Most importantly, we are a
country that relies on immigrants to support our
economy. Whether it is the doctors that have escaped
Saddam Hussain reign in Iraq or the hard-working Dairy
owners who have moved for a better life, we need these
people to support our economy. Moreover, we often see
ourselves as a ‘moral light’ on other nations. Whether it
is becoming Nuclear Free or supporting Female
suﬀrage, New Zealand has been the leading country
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The European ‘Disunion’
TANAY MUKHERJEE(PEART)

The European Union was originally founded in 1950 in
an attempt to increase prosperity by uniting
participants economically while also securing lasting
political stability after decades of ravaging war. It has
since grown ever closer (albeit controversially) through
the establishment of the EEA (European Economic
Area) and even has become a partial currency union
through the creation of the Eurozone. The EU now
encompasses an entire continent with 28 (soon to be
27) member nations. While the scale of the EU can not
be brought into question, its policies certainly can.
Hence it is crucial to decipher if the recent wave of
euro-skepticism can be attributed to a legitimate
economic concern of inherent flaws within the
framework of the EU? Or if it simply is the voice of
resurgent nationalists, issuing their wholehearted
rejection of globalisation regardless of any possible
economic advantages?
Nevertheless, the proposed benefits of a free trade bloc
under the guise of the EEA are easy to see. Nations
would no longer need to be self-suﬃcient but instead,
could specialise in the
production of goods/services
for which they have a
comparative advantage. The
facilitation of free trade by the
EEA should, therefore, allow
nations to consume where the
opportunity cost in lowest.
However, one must take heed
of the fact that not all
comparative advantages are
created equal. To elaborate, a
study by the ‘National Bureau
of Economic Research,” stated
that Western European EU nations only had an average
welfare gain of 0.16% whereas their less developed
Eastern European counterparts had one of 9.24%.
We have already begun to see that diﬀerences in a
nation's GDP, price level and development can play a
substantial part in how they interact with and benefit
from participation in the European Union. It is important
to note that serious problems arise from the inclusion of
‘poorer’ or less economically developed nations such as
Lithuania or Greece into the Eurozone and EEA. The
main issues occur because the European Central Bank
(ECB) legislates monetary policy for a wide variety of
nations that each is facing diﬀerent threats and hence
need individualising and tailored stimulus. If the
currency union was shared by countries who shared
near homogenous aims and economic conditions, e.g.,
Benelux, Austria and Germany, the shared currency
might prove beneficial. However, the reality that the
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ECB’s monetary policy can suit vastly diﬀering
nations such as Greece compared to Germany
is just unrealistic.
This notion is supported by the ideas of Joseph Stiglitz,
who highlighted that the introduction of low-interest
rates made sense in the Ruhr Valley (to weaken the
exchange rate and increase the competitiveness of
German Exports) however, it made much less sense in
countries that were starting to see bubbles. For
example in Greece and Spain or countries on Europe’s
so-called periphery, people borrowed money at
unprecedented levels due to these frankly inappropriate
rates of interest. If those countries had retained control
of their interest rates, they could have been raised to
slow down the boom and save them from the
‘impending burst of the bubble.” By being part of the
Euro, these countries had given away economic
sovereignty and unwittingly sealed their fate of a future
decade of woeful unemployment and stagnant growth.
All this is compounded by the ECB’s ill-thought and
draconian austerity measures, simply rubbing salt into
the wounds of these damaged ‘peripheral’ economies.
It is plainly visible that this
unprecedented attempt at
forming an ‘ever closer’ union
through complete economic
integration has utterly failed in
achieving the prosperity that
the EU ever so optimistically
proposed. However, as the
general public are not all
economists, the recent wave of
euro-skepticism evident
through prominent right-wing
movements in the UK, France,
and Austria can be derived from much more sinister
origins.
Plainly, immigration. The free movement of not only
goods and services but labour also has to led to an
influx of mainly Eastern-European migrants to more
developed and prosperous EU nations. The fact that in
2017, the second most popular language in the UK is
Polish is a testament to the one-way movement of
workers under the EEA. While immigration has mainly
intangible benefits (e.g. increase in productivity
capacity), the downsides (stress of resources such as
hospitals and schools) are much more palpable to the
ordinary man and hence have to lead to a distinct aura
of resentment by a sizable segment of the population.
Thus, while the EU has inherent economic flaws, it is fair
to say the recent populist nationalism mainly evident
through ‘Brexit’ is evidence that the rejection of the EU
is cultural rather than economic.
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Too Demanding: Diagnosing NZ’s
housing crisis
GENEVA ROY (TAYLOR)
Regardless of political aﬃliations, socio-economic status
or personal beliefs, it is an undeniable fact that there is a
national housing crisis across New Zealand. When home
ownership is the lowest in 60 years, and the median
house price in metropolitan Auckland is about ten times
greater than the median household income, the evidence
speaks for itself. For many New Zealanders, the prospect
of being able to own their home in reasonable proximity
to where they work and play in Auckland is at risk.
Indeed, our young people are increasingly surrendering
the idea of ever owning their home.
The debate arises, however, when individuals consider
the causes and consequently the solutions to the issue at
hand. While some people believe it is a problem rooted in
a lack of supply and availability of housing, others
maintain it is driven by an ever increasing demand
particularly from overseas and foreign investors. The flow
on eﬀect is that there is a dispute about the most
eﬀective way to combat this issue, be it through
increasing property development, establishing a capital
gains tax or restricting foreign investment.
What are the diﬀering views surrounding the causes of
the housing crisis?
Eﬀectively the first line of thought holds the view that
the housing crisis is due to an ever increasing and
dangerous level of demand. With a growing population
and more individuals and families looking for homes, the
demand for housing is greater than ever before. On top
of this, substantial immigration, driven by a worldwide
trend for people to move to major regional cities,
coupled with New Zealand's strong economic growth,
has put further pressure on prices. The increase in
investor confidence means that the New Zealand housing
market is becoming more attractive to local and
international investors. The market is viewed as an ideal
way to make a return, and this increases the likelihood of
speculation. These aspects, alongside low-interest rates,
push the demand for housing up, which forces up the
price of houses. Ultimately this means that those firsthome buyers and individuals from lower socio-economic
groups are unable to aﬀord homes, even in areas where

they previously would have been able
to purchase.
Comparatively, it is a common
viewpoint that the housing crisis has
occurred from a lack of supply. The lack
of property development and establishments has meant
there is just not enough housing to satisfy the needs of
the entire population. The provision of housing is
relatively inelastic due to planning constraints, design
requirements, low measure construction productivity,
fragmented land ownership and limited infrastructure,
meaning creating new homes is often very slow and
expensive. This lack of supply has meant that individuals
are more willing to bid up the price to ensure they obtain
one of the available houses. In turn, this also means that
first-home buyers and prospective buyers from lowersocio-economic groups are barred from the housing
market, as they are less able to aﬀord these ever
increasing prices.
What are the ways to combat this crisis?
A key way to tackle the crisis is to boost the housing
supply. Increasing land supply, agreeing on house
accords, restricting council development levies,
suspending tariﬀs on building products and boosting
apprenticeships etc. will all be improving the supply.
Several political parties are taking this line, with Labour
announcing plans to build 100,000 aﬀordable homes in
ten years.
However, alternative policies look at tackling the
increasing demand and helping first home buyers to get
on the property ladder. National looked at boosting the
support for first home buyers by replacing the KiwiSaver
First Home Deposit Subsidy with a KiwiSaver HomeStart
Grant, doubling the support for buying a new home and
increasing the house price limits. Meanwhile, Labour is
looking at constraining speculation by banning foreign
speculators from buying existing homes, taxing property
speculators who on sell houses within five years through
a Capital gains tax and consulting on rules around
negative gearing to prevent abuse by speculators.
The cause of the crisis is a combination of both an
increased demand and a lack of supply, which means
that governments need to take a multi-faceted approach.
We can expect to see more debate surrounding the crisis
in the future, particularly with the 2017 election on the
horizon and the desire for all parties to convince the
general public that they can solve this issue.
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How much is Lionel Messi worth?
JACOB SAMUEL (COMPUTING DEPARTMENT)
Economic theory has a blasé way of rationalising the value
of high end sports professionals in popular sports fields.
Kobe Bryant’s 7 year stint at the LA Lakers earned him US
$136 million. Of course he was the big name replacement
for Shaquille O’Neal who made US$120 million during his 7
year stay with the same team. What is interesting with
these figures is that the LA Lakers did not win a single NBA
Championship while Bryant was in its payroll. Big names
cost big money, but they don’t always deliver the goods.
Market economic theory determines that these guys are
worth that much; the market dictates their value. I have no
doubt that the LA Lakers will have justified these massive
contracts on the basis of revenues received from shirt sales,
TV appearances and various other PR opportunities. In that
sense, there is economic credibility when it comes to labour
wage monopsony in a unique labour market.

3. How can you “sell” that player when no other
“desirable” club (except in places such as China)
will be willing to pay the type of wages demanded?
4. Can you keep selling shirts when the player is no longer
even on the substitute’s bench or even named in the playing
squad?
So a graph such as the one below may be useful when
trying to figure out how much to ‘pay for play’. At a certain
point in time (shown in the x axis), contracts come to an
end and agents start negotiating new contracts (at the
same time putting out feelers with other clubs to
strengthen their bargaining hand). The graph shows that
the path ahead in terms of playing performance (y axis) is
uncertain. It could go via Path A (as the case of Messi and
Ronaldo) or via Path B (as in several cases we have
witnessed).

In football (I mean the round ball version), there is the
curious situation of players like Lionel Messi and
Christiano Ronaldo being paid astronomical sums. And
then there is the question of why is Paul Pogba the most
expensive footballer on earth. I could name at least 5
other premier league footballers that should be more
expensive than Paul Pogba. (I won’t get into this, as it
will cause too many arguments among my colleagues!).
For a unique set of players such as Messi and Ronaldo,
the true motivation is glory not money. Lionel Messi and
Christiano Ronaldo are engaged in a battle for the title
of world’s best footballer ever. Luis Suarez and Neymar
are 2 other players that might be vying for the same
accolades. The high wages that these 4 players are on do
not lull them into a sense of complacency because they
have internal challenges that keep them hungry and
focused. They want to be the best in the history of
football and take the mantle away from Pele. The Ballon
d'Or award incentive goes a long way to keeping these
aspirations alive.
When someone like Kobe Bryant or Wayne Rooney
(reputedly earning ₤300,000 per week) is presented with a
hugely high-paying long term contract, what incentives are
there for them to excel? Is it enough to sell shirts and to oil
their PR machines? If you are going to talk about
motivation, there are other questions that could be raised
as well:
1. As with the present case of Rooney, what do you do with
someone with a long term contract that is falling away from
his peak powers (no matter what his mates say in the
English media)?
2. What oversight/governance can the managers and
coaching staﬀ provide when they earn significantly less
than their “star” player?
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I am a great fan of the famous footballing Economist,
Arsene Wenger. At the moment he is going through a rough
time with the Arsenal fan base. He keeps reminding
everyone that big contracts and big wages do not
guarantee “big performances”. There are too many
examples to point to that. While fans clamour for “star
names”, managers, sports administrators and sports
psychologists will need to figure out what motivates their
players (stars or not) internally before placing them on a
long term contract. As in the case of Rooney and Bryant, if
billion dollar clubs are unable to make judgement calls
when buying them, how can you guarantee performance
that fits the price? Remember: it is buyer-beware…
unfortunately, there is no Commerce Commission to deal
with failed player purchases!
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Gustav Mahler - Wealth Generating
Musician
WARREN BAAS (ECONOMICS DEPARTMENT)
In the late 1880s Gustav Mahler was more known as a
conductor than as a composer. He would receive more
income from waving his baton than scratching his pen.
Indeed, in 1892 he went on a England concert tour with a
clutch of Wagner operas and made something of a name
for himself. He was a minor star. The Second Symphony
was premiered in 1895. By the time he was dumped as
lead conductor of the Vienna Opera in 1907 (he had an
assistant conductor, Hugo Reichenberger, whose
grandsons, Hugo and Stephan were in Peart House in the
mid-1990s) and took up the top conducting post at the
New York Philharmonic, he was a superstar.
But the pen is mightier than the baton; or the creative
work creator is more economically beneficial than the
performer. Mahler died 105 years ago but the manuscript
of his second (of 9 published) symphonies clocked an alltime high price of £4.5m when it sold at Sotheby’s. When
adjusted for a century’s worth of inflation Mahler would
still come out on top financially as a conductor than as a
composer - but only for this one work. Yet a symphonic
score is not a painting. Mahler is not Picasso.
A painting once made simply attracts economic rent by
virtue of its aesthetic and scarcity. A composition must
be performed. This necessitates the arranging of
competent musicians, well-designed concert halls and
patrons educated and keen enough to fork out money to
hear the pieces. A symphony requiring 200 musicians
(gigantic orchestra, choir, soloists and organ) for
performance registers a not insignificant labour bill.
Mahler 2 attracts such a bill.
Just count the number of times Mahler 2 has been
recorded, let alone performed live. The Resurrection
Symphony (as it is nick-named) is one of the most
popular late 19th century pieces written despite its 85minute length, and has sold millions of copies world
wide. There are countless tens of thousands of musicians,
managers, publicists and ushers who have directly
benefited financially from the performance of Mahler’s
2nd. Performances are often the highlight of an
orchestra’s season. Just last year while on holiday in
Melbourne I flew up to Sydney for the day for a matinee
performance by they Sydney Symphony Orchestra in the
well-appointed Town Hall. Virgin Australia flew me, so it
benefitted. Had I stayed the night, some hotelier and
some restaurant would also have benefitted.
Now, I have traveled to galleries to see paintings by
Picasso (usually as an add-on while in a city where I was
hearing its music) and transportation and
accommodation businesses have gained from my
patronage. But the point about performing music having
greater economic impact than visual arts is that music
requires performers. Performers, like sports people,
require tuition and coaching, medical management and
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raft of other support services. Some musicians are
superstars, many are rank-and-file players. Some All
Blacks are superstars, some were lucky to get a call out
of Super XV. All get paid.
What is remarkable about the cultural heritage handed
down to us from our forbears is that the economic
spinoﬀ continues. And it is significant. Shakespeare
wrote 37 plays; Arthur Miller 20 multi-act plays; Douglas
Wright over 40 diﬀerent choreographed works; and
Cirque du Soleil some 30 diﬀerent creations; Andrew
Lloyd Webber 21 musicals. Mahler wrote not just two
symphonies, the ink and paper of the second sold for
£4.5m, but there are 9 published symphonies which are
occasionally performed as a cycle. The Melbourne
Symphony Orchestra in 2017 performs the Seventh
Symphony in its 5 year programme to play the entire
Mahler symphonic cycle. Without this cultural incentive I
doubt I would have committed to 10 trips across the
Tasman to visit Melbourne and all the attendant
transportation and living expenses. Without creative
musicians and writers, the world would indeed be a
poorer place. A napkin calculation would suggest that
without the music of Gustav Mahler the world GDP would
be well over $US 1bn poorer. Not a bad return from the
eldest son of a tavern owner from a tiny village in what is
now the Czech Republic. Artists are wealth generating
heroes.
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The Paradox of Choice
MARK JOHNSTON (ECONOMICS DEPARTMENT)

Flicking through the TV channels one evening one
found that what was supposed to be a time of
relaxation was actually quite tiring. Surely with more
choice and freedom to chose what to watch I would be
a lot more content. In the age of the Internet,
smartphones etc there is a paradoxical eﬀect in that we
have access to an endless amount of movies, TV
programmes, documentaries, sport etc.
My mind went back to Barry Schwartz’s TED talk “The
Paradox of Choice” and what he calls the “oﬃcial
dogma of all western industrial societies”. This is the
common belief that by maximising one’s choice, we are
maximising their freedom, and therefore their welfare. A
clear intuitive example is a medical doctor oﬀering a
patient certain treatment options. The patient has
choice, but he/she would most likely lack the
knowledge and physical state of mind to make the best
decision. Obviously, it should be better if the doctor,
with all their experience and knowledge, makes the
decision, even though it restricts the
patient’s choice.

League now) and it was something that you
really looked forward to – 10pm on a
Saturday night. Here there is limited choice
and because of this maybe more satisfaction in that I
didn’t have to worry about who or what to watch. In
fact the pleasures of anticipation of Match of the Day on
Saturday built throughout the week and provided more
happiness – research shows that waiting for something
– a chocolate – makes it taste better when we get it.
However, there are some more subtle cognitive eﬀects
that come with more freedom. First, it is very easy to
imagine that there was a better choice than the one
that you had chosen – i.e. the opportunity cost can take
away your happiness from your current decision. This
causes us to regret our own decisions (even if the
option we took was the best choice), and this can
seriously damage how satisfied we are with something.
And with more freedom, comes more capacity to
imagine that the grass is greener on the other side.
With so much choice today we
tend to fall into two categories of
consumers - Maximisers and
Satisficers.

However freedom can do more
harm than good in that it
“The secret to
paradoxically causes paralysis in
Maximizers are those people that
decision-making. When people
happiness
is
low
spend all their time exhaustively
have a lot of freedom, they have to
search for every piece of
spend time and eﬀort considering
expectations”
Barry
information about a product in
the many options and making a
order to make what they believe
decision. Should I watch rugby,
Schwartz
to be the perfect choice. However
cricket, league or ESPNFC on Sky?
it can lead to nagging doubts
What about PBS News, CNN or
about their choice and they can
Discovery? Some will say just
become unhappy.
record the programmes you didn’t watch but what you
Satisficers are those people that settle with the
end up doing is filling your disk so that you can’t record
decision that is good enough and seem to be happier
anything else. These rather futile, yet diﬃcult decisions
with their decision.
make us indecisive, slow, and permanently preoccupied in our lives, all thanks to the “problem” of
Finally, in this “choice-full” world of today, people are
having a bit too much freedom. Growing up in Ireland
bound to choose an option that is almost perfect.
we had access to BBC1 Match of the Day (two games of
Schwartz talks about how there only used to be one
highlights from English Football Division 1 – Premier
kind of jeans that you could buy, compared to the many
diﬀerent colours, fabric, fit, and size that you can buy
today. He claims that by being able to buy such nearperfect jeans, you have such high expectations for the
next pair that you can’t be completely satisfied. He
jokes: “the secret to happiness is low expectations.”
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Economics Bookshelf
HERE ARE THREE POPULAR BOOKS ON ECONOMICS THAT HAVE BEEN
PUBLISHED IN 2016. REVIEWS ARE FROM AMAZON.

The Econocracy: The Perils of Leaving Economics to the Experts
by Joe Earle, Cahal Moral and Zach Ward-Perkins
One hundred years ago the idea of 'the economy' didn't exist. Now,
improving the economy has come to be seen as perhaps the most
important task facing modern societies. Politics and policymaking are
conducted in the language of economics and economic logic shapes how
political issues are thought about and addressed. The result is that the
majority of citizens, who cannot speak this language, are locked out of
politics while political decisions are increasingly devolved to experts. The
econocracy explains how economics came to be seen this way - and the
damaging consequences. It opens up the discipline and demonstrates its
inner workings to the wider public so that the task of reclaiming
democracy can begin.

The Great Convergence: Information Technology and the New
Globalization by Richard Baldwin
Between 1820 and 1990, the share of world income going to today’s
wealthy nations soared from twenty percent to almost seventy. Since then,
that share has plummeted to where it was in 1900. As Richard Baldwin
explains, this reversal of fortune reflects a new age of globalization that is
drastically diﬀerent from the old. Because globalization is now driven by
fast-paced technological change and the fragmentation of production, its
impact is more sudden, more selective, more unpredictable, and more
uncontrollable. As The Great Convergence shows, the new globalization
presents rich and developing nations alike with unprecedented policy
challenges in their eﬀorts to maintain reliable growth and social cohesion.

The Rise and Fall of American Growth: The U.S. Standard of Living since
the Civil War by Robert Gordon
In the century after the Civil War, an economic revolution improved the
American standard of living in ways previously unimaginable. Electric
lighting, indoor plumbing, motor vehicles, air travel, and television
transformed households and workplaces. But has that era of unprecedented
growth come to an end? Weaving together a vivid narrative, historical
anecdotes, and economic analysis, The Rise and Fall of American Growth
challenges the view that economic growth will continue unabated, and
demonstrates that the life-altering scale of innovations between 1870 and
1970 cannot be repeated. Gordon contends that the nation's productivity
growth will be further held back by the headwinds of rising inequality,
stagnating education, an aging population, and the rising debt of college
students and the federal government, and that we must find new solutions.
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Economics Crossword

Across

Down

2. Something that inspires or pushes you to do something.

1. This refers to a customer's willingness, desire and
ability to pay for a good or service.

5. Also called as investment. Machinery, equipment and
money for production.
8. Process of satisfying the needs and wants of the
people. Basis for production.
11. A value that will purchase a finite quantity, weight or
other measure of a good or service.
12. One who makes goods using the factors of production.

3. An agreement between a buyer and a seller to
exchange an asset for payment.
4. State of balance in the economy.
6. All human resources - workers (US spelling)
7. Contest between companies to win more business.
9. Where buyers and sellers meet.

13. Goods or service brought to a country from other
Answer: Across - 2. motivation. 5. capital. 8. consumption. 11. price. 12. producer. 13. import. Down - 1. demand. 3.
transaction. 4. equilibrium. 6. laborers. 7. competition. 9. market.
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