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The Department of Economics of St. Xavier's college (Autonomous), Mumbai, is proud to

present the first edition of the official newsletter of the department, ‘Economics

Declassified’ for the academic year 2020-21. The purpose of this newsletter is to endow

students with the opportunity to explore Economics beyond the blackboard and

understand its application within the tangible, incumbent paradigms. The newsletter is a

collection of the students’ work which is a reflection of their interpretation and

assimilation with the subject matter of Economics.

Firstly, on behalf of the Department I would like to thank the Principal of St. Xavier’s

College, Dr. Rajendra Shinde, for his continued support in the department’s endeavours. I

would also like to thank Professor Manali Powar, the faculty in-charge of Economics

Declassified, for the constant assistance and guidance she provided to the students.

I would like to congratulate and commend the editorial team of Economics Declassified

2020-21 headed by Vedant Shukla, the Editor-in-Chief and Student In-charge, for their

dedication in drafting and finalising the first edition of the newsletter. I would also like to

express my gratitude towards all writers, artists and collaborators without whom this

endeavour would not have been possible.

It is my sincere hope that the first edition of the Department of Economics’s newsletter is

appreciated and well received by all the traders. We hope to continue to introduce

students and readers with new well-informed and well-researched information, that is

informative as well as engaging.

Dr. Aditi Sawant 

Head - Department of Economics

HEAD OF DEPARTMENT'S NOTE



Economics Declassified, the official newsletter of the Department of Economics, St. Xaviers

College; has been a platform to encourage students to explore varied aspects of

Economics. Here, we make an amalgamation of ideas feasible. With varied sections,

Declassified does stand out to be a diversified blog. 

As we set to publish our first edition of the e-newsletter, I would like to take this

opportunity to thank Dr. Aditi Sawant, Head of the Department of Economics, for providing

me with the responsibility of Staff In Charge of Declassified. Furthermore, I also commend

Vedant Shukla, Editor in chief of Declassified, his editorial team and all the writers and

artists for making the Declassified insightful, intriguing and knowledgeable!

Declassified gives you an insight into all department activities and articles published on the

blog during the month. Moreover, we also have internship openings and general stock

market updates exclusively for you! 

With that being said, I hope you find this newsletter, which is curated with efforts, to be

worthy of a read and helps you delve into the intricacies of economics, even more!          

                                                 

Manali Pawar 

Staff In-charge, Economics Declassified

STAFF IN-CHARGE'S NOTE



Finally, after months of efforts and brainstorming, we are able to present the official

newsletter of the Department of Economics - The Economics Declassified. Despite starting

late due to the COVID-19 pandemic, the newsletter had always been in the works and now we

are proud to finally publish it for our readers. As this is the first issue, I would like to address

this message to our readers on behalf of the entire team.

First, what is Economics Declassified? We envisaged this newsletter to be a place for rigorous

analysis and opinion on some of the most critical issues around us. We wanted to cover a

myriad range of themes from policy, international affairs and economy to the economics of

space, culture and society, and everything in between. It is our hope that our readers would

find the newsletter to be highly diverse in the themes and the topics it covers.

We also set high editorial standards for our articles and ensured that everything we published

went through meticulous proofreading and quality checks.

The editors did not only edit the pieces sent by the writers; we also work-ed with them. Even

for the guest submissions, we will be conversing with the writers- sometimes just to make

sure that we understood clearly what the writers wish to convey through their work. The idea

is to make the editing process a collective effort and not the bureaucratic system of checks.

We also hope to eventually do more ground reporting on news about our college. However,

due to the college remaining shut, we could not focus on this area as much as we would’ve

wanted. Still, we have not compromised on the quality of the content.

Alongside the effort, of course, is a desire to learn. Working in a team of writers, editors and

cartoonists trying to produce content that is not only of high quality but also appeals to a

wide and diverse audience are not easy. We are yet yo see what kind of response the

newsletter gets. While we are hoping for the best, we also wish to hear all kinds of feedback

from you, our readers. In the issue, readers will find details on how to send in your comments.

Tell us what we did well, where we fell short, and what we need to keep in mind the next

time so that we keep growing and flourishing. 

Vedant Shukla

Editor-in-Chief & Student In-Charge, Economics Declassified

EDITOR IN CHIEF'S NOTE



Paul Milgrom and Robert Wilson

received the Nobel Prize on 19th

October, 2020 for their

commendable contribution to the

field of Economics, through the

improvements they made to the

Auction Theory.

Milgrom was born in 1948 in Detroit.

He completed his Bachelor’s degree

from   University   of   Michigan    and

NOBEL PRIZE - ECONOMICS, 2020
W R I T T E N  B Y  K H O O S H I  P A R I K H

of Michigan and proceeded to earn his Master’s degree in Statistics. Finally, he earned his

PhD in Business from Stanford. He later went on to become a Professor of Humanities and

Sciences there. He is director of the Program on Market Design at SIEPR, which supports

research into the ways that the rules of an auction, exchange or other market affect its

performance. Robert, born in 1937 in Geneva, earned his Bachelor’s in Mathematics and

Masters in Business Administration from Harvard University and topped it off with a Doctor

of Business Administration degree. Both Milgrom and Wilson served as directors of the

Stanford Institute for Theoretical Economics.

The duo not only enhanced the existing formats of the auction theory, but also made

history by inventing new formats for goods and services such as radio frequencies, which

cannot be sold in the traditional manner. The theory analyzes how auctions are designed

and the influences it has on the bidders behaviour, the rules involved and studies the final

outcomes of different rules. A theory for auctions, mainly of goods with a common value

was formulated, by Wilson. Common value is when the value for an object is uncertain

initially, but ends up being the same for everyone at the end of the auction. It essentially

explains how auctions can help in ascertaining the true price of a commodity. He further

explained how rational bidders behave, wherein they estimate the common value of an

object but place their bids well below it as they are concerned about paying too much and

losing out, in other words, the winner’s curse. While Wilson’s theory centered around

common value, Milgrom formulated a theory which is more general in nature. This means

that it includes common values as well as private values which differ for each bidder. After

having studied the bidding strategies in numerous auction formats, he concluded that

when bidders know more about each other’s estimated values, the seller can surely expect

a higher revenue.

The contribution of the two has also helped sellers, taxpayers and buyers worldwide, due to

the high level of applicability of their ideas and theories. With respect to its current

application, they have elaborated on how auction designs can help with tackling the

problems that arise with COVID-19, specifically those related to distribution of medical

supplies and equipment with low availability such as PPE kits.



SHOULD GOVERNMENTS FIGHT A RECESSION WITH
SPENDING HIKES OR TAX CUTS?
F O R  S P E N D I N G  H I K E S  –  M E H A K  S I N G H

A recession implies significant decline in overall economic activity, usually due to a drastic

drop in spending and has widespread effects such as unemployment, lower wages, and lost

opportunities. So how exactly should the government wrap its head around these

mammoth issues?

The very nature of recessions suggests that the economy is in dire straits and in need for a

monetary boost to attain higher levels of economic activity, which will stabilise over a

period, reaping economic growth. The government is a key player in such a situation as it is

not led by a profit based motive, rather, overall economic welfare. Spending hikes,

therefore, would be a perfect solution in battling recessions.

According to Keynes, fiscal stimulus and freedom from a state of economic slowdown in

such a situation can only be achieved by an “injection” of government spending into the

economy. He classified government spending under two heads: current spending, which

relates to wages and raw materials that need to be renewed each year; and capital

spending. This government spending could be in the form of structural government

spending such as infrastructure, transport, education, public utilities, and so on, with a view

that the investment will yield long term economic gain and overall economic growth. This

may lead to a controversial angle – where do we get the money from? While most

economists have preconceived notions regarding spending hikes, let us break this down bit

by bit.

Will real GDP rise if taxations and government spending are increased by the same

amount? Yes. In a recession, consumers have already stopped spending which leads to an

increase in private sector savings, due to which a rise in taxes will not affect the overall

market spending. The government can use this opportunity to borrow from the private

sector, and it can act as an expansionary fiscal policy to boost economic growth.

Tax cuts, on the other hand, are bad not only for the long-term fiscal outlook, but also the

long term economic outlook, as stated by the Congressional Budget Office. Tax cuts would

result in smaller domestically owned stock of capital, and there would be no guarantee of

these savings being injected into the economy, leading to a further state of recession. To be

exact, extending the tax cuts permanently could reduce GNP in 2020 by as much as 2%

and anywhere from 2.5% to 11% by 2040. Further, tax cuts benefit the rich at the expense of

the poor, as the services that will most likely get cut are beneficial to the poor; as seen with

the repeal of the Affordable Care Act’s individual mandate in America in 2018 after the

implementation of tax cuts by the Republican government.

As stated by Ha Joon Chang, “Once you realize that trickle-down economics does not work,

you will see the excessive tax cuts for the rich as what they are — a simple upward

redistribution of income, rather than a way to make all of us richer, as we were told.” which

reinforces the importance of governments opting for spending hikes in times of recessions.

DEBATABLE



Increased government spending causes a “multiplier effect”, which occurs when the initial

injection into the economy ripples and causes a bigger final increase in National Income.

For instance, if the government spending is targeted at increasing job opportunities for the

unemployed, it will generate income among that group, and their expenditure (in the form

of consumer goods, transport – really, the list of human wants goes on) will benefit different

sectors of the economy.

The largest ever increase in government spending as a percentage of GDP occurred during

post war periods, when economies were plagued, and governments had to find a way out. 

                                                                                     Source: UKpublicspending.co.uk

In the UK, close to 70% of the GDP was

spent to create the welfare state – NHS,

which included welfare benefits and

council housing. Today, the NHS is

regarded as one of the best healthcare

systems in the world.

The way the UK pulled itself out of their

state of debt in post war periods due to

an increase in government spending is a

textbook case of how taking care of

economic growth and unemployment

play a considerable role in reducing

debt to GDP ratios.

Through his book “The General Theory of

Employment, Interest and Money”, Keynes

explained that the government spending

is a key component to increasing

aggregate demand and maintaining full

employment- translating to an increase in

demand due to spending hikes. An

increase in government spending would

lead to added business activity due to an

increase in aggregate supply, which would

increase income, and thus, increase

aggregate demand.Source: UKpublicspending.co.uk

After the Great Depression in 1929, President Roosevelt eased the situation by spending on

job creation programs; Barack Obama ended the Great Recession in 2008 with the

introduction of the Economic Stimulus Act, which spent $224 billion in education and

health care; American President Eisenhower built the Interstate Highway System during

the recession that followed in the post war era.

Lastly, approaching something that we are currently living through – the Corona Recession.

According to a report published by the IMF, increasing spending by just 1% of GDP could

create 33 million jobs. Kristalina Georgiva, the managing director of the IMF has called for

governments to ramp up their public spending, and warned them against prematurely

withdrawing the help they have provided, in fear  of  a  “lost generation”  from  low  income  



countries. While likening the Corona Crisis to The World Wars when governments “forged a

better world in the worst possible moment”, she laid emphasis on the importance of

support for those who have lost their jobs due to the recession, and pushed for increased

government spending to create a more equitable, prosperous economic system.

According to a report published by the United Nations Conference on Trade and

Development, “Bold public spending is the only way to recover better from COVID-19”.

In conclusion, the Key(nes) to success during a recession based on our world’s past – are

spending hikes!

F O R  T A X  C U T S  –  A N U J  K H A R E

What are Tax Cuts?

Essentially, tax cuts are changes in the law

that reduce the percentage of tax payment

that citizens at large are required to pay.

Governments primarily follow this measure

as an expansionary fiscal policy, i.e. an

economic stimulus that boosts the economy

by putting more money into taxpayers’

pockets.

Most of the time, tax cuts are used to end a

recession, like the 2008 financial crisis.

Most economists agree that tax cuts boost

the economy by putting more money into

circulation.  Every worker, whether blue collar

or white collar, sees an increase in his

discretionary/disposable income. This extra

money to spend ensures a rise in consumer

spending at the macro-level.

A rise in said Aggregate Demand is nothing

but overall economic growth for the nation.

However, the other effect  of  tax  cuts  is  the

Stimulating the Economy, but at what cost?

reduction in tax revenue, forcing the government to borrow more and increase deficit

spending. As a result, tax cuts improve the economy in the short-term but depress the

economy in the long-term if they lead to an unmanageable increase in the federal debt.

Long-Run Multiplier:

However, the most important argument with this contention against tax cuts and

increasing debt, is that in the long term, tax cuts pay for themselves. Economist Arthur

Laffer explained that tax cuts  have  a  multiplier  effect  on  the  economy.  Many  tax  cuts, 



during the Recession, had a fiscal multiplier greater than one, i.e. they stimulated enough

growth in the long run to eventually generate higher tax revenue when there was more

overall money to be taxed.

For example, President Reagan cut taxes during the 1980s in the US and all projections

were assumed for revenue shortfalls, or (if nothing else) no increase in overall taxation

revenues. However, the taxation revenue from individual incomes nearly doubled from 244

billion USD to 446 billion USD between 1980 to 1989.

Increaser of Productivity:

Income tax cuts can also increase productivity, which offset this fall in revenue. Tax cuts

can thus often offer the best of both worlds: lower tax rates, but yet result in higher tax

revenues and increased economic growth. This is an advantage of tax cuts that even

spending hikes cannot offer.

The “Laffer Curve“ argues that if you cut

income tax rates, then the tax cut increases

the incentive to work so much, that the

government can actually gain more tax

revenue. For example, lower-income tax

rates may encourage people to work longer,

and outsiders to move to that particular

country. This is the substitution effect –

work is more attractive with lower tax rates

(when you keep more of your income).

Tax Evasion: Tax cuts also deal with another problem that spending hikes are not equipped

to solve: tax evasion and tax avoidance.  Under a recession, lack of revenue forces workers

to adopt behaviours that avoid paying taxes, such as taking jobs that  pay  under  the  table

and not reporting their income. This is counterproductive

towards the aim of recovering the economy.

Lower tax rates always lead to a massive downfall in tax

evasion and tax avoidance.

Consumer and Business Confidence: Lower tax rates will

increase confidence and general motivation, thus

increasing investment, because the population at large

feels less government intervention. The reduction in

taxation also engenders loyalty between the government

and its citizens, and through these abstract ways,

encourages investment.

These are a few edges that tax cuts have overspending

hikes while facing a recessionary situation in the economy.



Conclusion:

In a practical, real-world situation, recessions are never fought with one or the other; it is a

combination of both tax cuts and spending hikes that is employed as an expansionary

fiscal policy to overcome the recession.

After the Great Recession of 2008–2009, U.S. government spending rose from 19.6% of GDP

in 2007 to 24.6% in 2009, while tax revenues declined from 18.5% of GDP in 2007 to 14.8%

in 2009. The Obama administration and Congress passed an $830 billion expansionary

policy in early 2009 involving both tax cuts and increases in government spending,

according to the Congressional Budget Office.

It is only these forms of expansionary fiscal policy that got the economy back to

functioning normally.
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THE SUNK COST FALLACY

Have you ever wondered why a friend keeps

returning to a relationship that clearly isn’t

working? Maybe you’ve struggled through a

meal at a restaurant when you were full just so

you wouldn’t waste money. At some point

you’ve probably felt like giving up halfway

through a difficult task only to think about

how far you’ve come and decide to push

through it. It may not seem like it but these

experiences have a lot in common and is

popularly known as 'The Sunk Cost Fallacy' in

Economics.

W R I T T E N  B Y  R O B I N  F R A N C I S

THE FALSE CURVE

Way back in 1955, a brilliant American

economist, Simon Kuznets discovered a

particularly astounding relationship

between income inequality and the

economic growth of a country. This curve

got labelled as the Kuznets curve and has

driven economic policies across the globe.

But does this curve really exist? 

W R I T T E N  B Y  S H R E Y A  S I N G H

THE ANTIBIOTIC PARADOX

Every individual takes an antibiotic at least

once in their lifetime, making them an

imperative and indispensable part of human

society. But then why did the WHO say “Time

is running out with Antibiotics?” And how is

it connected to pharmaceuticals declaring

bankruptcy? 

W R I T T E N  B Y  S A N I K A  S A W A N T

ECONOMICS DECLASSIFIED BLOG ARTICLES
O C T O B E R  -  N O V E M B E R  2 0 2 0

w w w . e c o n d e c l a s s i f i e d . c o m

I L L U S T R A T I O N  B Y  P R I S H I  J A I N

I L L U S T R A T I O N  B Y  A L I C I A  D ' S O U Z A

https://econdeclassified.com/2020/10/02/the-false-curve/
https://econdeclassified.com/2020/10/09/the-sunk-cost-fallacy/
https://econdeclassified.com/2020/10/09/the-sunk-cost-fallacy/
https://econdeclassified.com/2020/10/23/the-antibiotic-paradox/
https://econdeclassified.com/2020/10/02/the-false-curve/
https://econdeclassified.com/2020/10/23/the-antibiotic-paradox/
http://www.econdeclassified.com/


THE IKEA EFFECT

Warren Buffet once said, "Price is what you

pay, value is what you get." IKEA, the largest

furniture retailer in the world, bases its

functioning on this very idea. And so does

LEGO! Wonder what commonality binds

these two companies together? Wonder

what this 'value' is and how it affects the way

we spend money?

W R I T T E N  B Y  K H O O S H I  P A R I K H

THE ECONOMICS OF A
STELLAR CIVILIZATION

What if we had access to an unlimited

supply of energy? What if silver and platinum

became cheaper than aluminum? What

would asteroid mining and cosmic

megastructures mean for our species? The

answers to these questions lie in humanity’s

inevitable shift into an interplanetary Type 2

civilization. 

W R I T T E N  B Y  S A M A R T H  K H A N D U R I

THE INVISIBLE SHE

Alfred Marshall described economics as 'a

study of men as they live and move and

think in the ordinary business of life.' By

doing so, he single handedly attributed all

economic activities to only men. Where do

women fit in this discipline? 

W R I T T E N  B Y  J U I  C H A W A N

I L L U S T R A T I O N  B Y  Y A S H  B A T R A

I L L U S T R A T I O N  B Y  V R U N D A  T I P N I S

I L L U S T R A T I O N  B Y  A L I C I A  D ' S O U Z A
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THE CLOCK, THE
CONSUMER AND THE
CONSUMER’S FOLLY

Consumer irrationality is a term so popular

today, people are hardly amazed by in it

anymore. At its core, it is simply about the

kinds of decisions people make. But what

happens when this irrationality holds bigger

consequences? When it prevents you from

seeing the bigger picture of the actual effect

of human actions?

W R I T T E N  B Y  K R I S H A  G A N D H I

MERA JOOTA HINDUSTANI

The emergence of the Covid-19 pandemic

earlier this year brought with it global

economic devastation. However, it created

some interesting opportunities as well-

particularly in the footwear industry. Being

the 2nd largest producer of footwear in the

world, what does this mean for India? Can

our nation ‘step-up’ to the occasion?

W R I T T E N  B Y  A Y U S H I  G H O S H

I L L U S T R A T I O N  B Y  P R I S H I  J A I N

I L L U S T R A T I O N  B Y  Y A S H  B A T R A

IN CONVERSATION WITH
C O M I N G  S O O N .

https://econdeclassified.com/2020/11/20/the-clock-the-consumer-and-the-consumers-folly/
https://econdeclassified.com/2020/11/27/mera-joota-hindustani/
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WORKSHOP: LEARNING THE BASICS OF SCIENTIFIC
CALCULATOR

On 2nd September, at 4 PM, Ecocircle and the Department of Economics conducted an

online workshop on Zoom, the second event for the year 2200-21 on “Learning the basics of

the Scientific Calculator.” The workshop lasted for an hour and thirty minutes, and was

attended by students from all three years. 

Attended by almost 98 students, the workshop was kicked off by Samrudha Surana, where he

explained all the basics and fundamental aspects of using the device. The models on which it

was explained were 911ES and 911EX scientific calculators. The workshop gave insight on how

the keys are operated and how they are used to solve equations. Mathematical concepts like

regression analysis, using the memory key, polynomial equations, and basic statistical

concepts were also demonstrated on the calculator. Finally, doubts were taken from the

audience and Samrudha helped them out by solving them efficiently. The entire event was

also recorded and the recording of the same were sent to all economics students. All in all, it

was an enriching workshop. 

W O R K S H O P  T A K E N  B Y :  S A M R U D H A  S U R A N A

MONTHLY UPDATES - DEPARTMENT OF ECONOMICS

ECOCIRCLE

http://www.econdeclassified.com/


LATE SUBIR GOKARN MEMORIAL LECTURE

This event is one of the annual activities which is held by the Department of Economics, St.

Xavier’s College, Mumbai. This lecture is conducted in the memory of Late Dr. Subir Gokarn.

This year, our Guest of Honor for the memorial lecture was Mr. Amrendra Mohan who is an

independent financial sector expert and management consultant. Associated with renowned

institutions like IMF, Brookings India, CAFRAL, BIS, etc., he spoke on ‘COVID-19 and the

Financial Sector: Promoting Resilience.’ Prof. Aditi Sawant, HOD, Economics Department

welcomed the Guest of Honor. Dr. Rajendra Shinde, Principal of St. Xavier’s College addressed

the guest and the students. introductory speech was given by Srishti Mehrotra. The talk was

really enriching. He explained to us the different mechanisms adopted by financial systems of

countries to combat COVID-19, policy measures, impact of COVID-19 on various sectors, GDP

contraction and GDP forecasts, etc. The event was attended by over 300 students.  The vote of

thanks was given by Rishabh Chakravarty.

G U E S T  O F  H O N O R :  M R .  A M R E N D R A  M O H A N

http://www.econdeclassified.com/


RESEARCH WRITING WORKSHOP
C O N D U C T E D  B Y :  P R O F .  A D I T I  C H A U B A L

The research writing workshop was conducted on 10th October. It was an hour long

interesting session. The resource person for the workshop was Prof. Aditi Chaubal, Assistant

Professor, IIT Bombay. The workshop was inaugurated by Dr. Aditi Sawant, Head of Economics

Department. Following which, Mitali Basole introduced the resource person to the whopping

100 participants. The workshop helped the participants to understand several aspects to be

considered while writing a research paper. It was very detailed and structured. The resource

person also showed her own research paper to aid understanding. Towards the end of the

session, a brief QnA session which was moderated by Merlin Sebastian was held. The vote of

thanks was given by Nameetta Nierakkal. The recording of the workshop is also uploaded on

YouTube for future reference.

THE REGRESSION MASTERCLASS
C O N D U C T E D  B Y :  M R .  N E E R A J  H A T E K A R

Ecocircle announced ‘The Regression Masterclass’

on the 2nd of November , which was conducted by

Mr. Neeraj Hatekar who is a professor of

econometrics in the University of Mumbai. The

session was very enlightening with loads of doubts

and confusions regarding the topic of regression

being cleared. We learnt about applying these

concepts astutely in our calculations. There were

90 participants who attended the session and it

was so informative that a second regression

masterclass will be held soon.
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The Editorial Team of The Arthniti, the official ISSN-recognized research journal of the

Department of Economics, St. Xavier's College, Mumbai is extremely delighted to announce

the release of the second season of the flagship podcast series, 'Can You See It?'. 

This podcast was conceived as a novel platform to make academic discussions more

engaging. We bring you conversations with eminent economists from a plethora of diverse

fields on all things economics and more.

The previous season featured Dr. Viral Acharya, Dr. Reetika Khera and our very own Dr. Agnelo

Menezes and we have an even more amazing line-up this year! Listen to Dr. Tyler Cowen and

Dr. Nirupama Kulkarni discuss economics with us and stay tuned for our upcoming guests!

So listen to it on major podcast platforms:

THE ARTHNITI

https://open.spotify.com/show/4gk10rpvvQ1m8lh6XZUdKX
https://www.google.com/podcasts?feed=aHR0cHM6Ly9hbmNob3IuZm0vcy8zOGIwNGVjOC9wb2RjYXN0L3Jzcw==
https://www.jiosaavn.com/shows/can-you-see-it/2/lyUWF0nkxv4_
https://anchor.fm/arthniti-can-you-see-it
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