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Greed or Self-Interest? Which is the Driving Force of Capitalism? (*)
Kwok Tung Cheung
University of Dayton, USA
Email: <kcheung1@udayton.edu>
Abstract
People commonly believe that greed is the driving force of capitalism, whereas some business scholars argue that it
should be self-interest. This distinction is significant to them because acquisitive behaviors motivated by self-interest
can be seen as morally neutral and sometimes even virtuous, whereas those motivated by greed are definitely vicious.
In this essay, I attempt to show that greed and self-interest are not that different. Thus, the ethical status of competitive
business behaviors is not clear. I will first explain why some business scholars believe that the driving force of
capitalism is self-interest but not greed. Then I present more sophisticated concepts of greed, self-interest and egoism,
so that we may make a sensible comparison that leads to my conclusion.
Keywords: greed, self-interest, capitalism, egoism
(*)

Acknowledgements: For useful constructive comments and suggestions, I am grateful to the anonymous reviewers;
all remaining errors are mine.
I. The Browser Wars
Let us start with a famous example of competitive business behavior in the 1990s, namely the browser wars.1
In 1994, Netscape Navigator was launched by Netscape Communications Corporation, originally named Mosaic
Communications Corporation. Netscape Navigator soon became the best browser to access the web, which had only
been available for a few years. Whereas Microsoft monopolized the Intel-compatible OS market, as Rebello (1996)
describes, Netscape rapidly achieved "Microsoft-like dominance in the Web browser business." Goldman Sachs even
removed Microsoft from its "recommended for purchase list" in November 1995 because of that. Realizing the market
potential and threat in 1995, Bill Gate at Microsoft decided to have a new browser developed. In 1996, Microsoft
released Internet Explorer 3.0 and became a major competitor to Netscape. According to Rukstad, Yoffie et al. (2001),
by December 1999, Microsoft managed to take 80% of the browser market and Netscape's share plummeted.2
Microsoft's effort was not only ruthless, but also ethically and legally questionable. On the one hand, Microsoft
optimized Internet Explorer for its Windows OS. On the other hand, it is alleged that Microsoft executed deals with
its Original Equipment Manufacturers (OEMs) such as Compaq and Dell "to exclude Netscape's browser and promote
Internet Explorer" and those manufacturers "who refused to go along were supposedly threatened with losing access
to Windows" (Spinello 2003). The latter move of bundling Internet Explorer with Windows led to an anti-trust
litigation, filed by the US Department of Justice. In the final settlement reached in November 2001, Microsoft agreed
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to allow OEMs to bundle and support non-Microsoft software without fear of retaliation from Microsoft. However,
Lor (2001) believes that it was a victory for Microsoft, because Microsoft was not required to alter the design or
development of its products, when Internet Explorer had already taken over most of the market. 3
Having reviewed the competitive practice of Microsoft and the litigation, Spinello (2003) believes that the
opportunistic behavior of Microsoft was unethical in pursuing negative and destructive efforts aimed at thwarting a
rival's strategic objectives. He elaborates that the competitive effort of a company is unfair when one or more of the
following conditions are met:
1. "The company has not acted in accordance with the ideal of positive competition which includes the
standards of constructive effort and a level playing field.
2. The company's rivalrous activities have unjustifiably harmed neutral stakeholder groups such as consumers.
3. The company has acted with such ‘rascality' that it elicits the moral condemnation even of those inured to
the competitive realities of that company's particular industry" (Spinello 2003).
What are we going to make of this battle in the browser wars? Certainly, some people would say that Microsoft
was greedy and wrong. However, others would soon retort that Microsoft was pursuing nothing but its self-interest,
which is an honorable goal that drives capitalism in the US, as long as Microsoft was not found to be breaking the
laws.4
II. Why Self-Interest but Not Greed?
In our culture, there is no shortage of the talk of greed. Witnessing the competitive practice of the American
corporations in the late 1990s, Alan Greenspan, then Chairman of the U.S. Federal Reserve, admitted that corporations
were corrupt and greedy (Slatter 2014). Commenting on the financial crisis in 2008, Skidelsky and Skidelsky (2012)
argue that "the present system relies on motives of greed and acquisitiveness." Criticizing capitalism, Catholic
philosopher MacIntyre (1988) argues that acquisitiveness is a character trait that is indispensable to continuous and
limitless economics growth.
However, one may be surprised to find that there has not been much discussion of greed in the academic field
of business ethics. A study I conducted shows that most textbooks on business ethics do not touch on greed, when so
many people, including scholars of other fields, are openly talking about greed these days (Cheung 2019). Instead, in
the business ethics literature, there are, from time to time, claims that we ought not to conflate greed and self-interest,
mistakenly giving a negative connotation to the latter. One recent example is (James Jr. and Rassekh 2000), which
argues that business ethicists misunderstand the concept of self-interest espoused by Adam Smith and Milton
Friedman.5
Rehearsing the typical arguments, James and Rassekh state that Smith does not really endorse people harming
others in their pursuit of self-interest, which is not a vice that hurts social harmony. In order for the self-regarding
actions to promote society's interest, "business people must refrain from injuring others, in the sense that business
must be conducted without deception, fraud, or political rent seeking" (James Jr. and Rassekh 2000). As philosopher
O'Neill (2009) states, the self-love that Smith talks about, to which we address ourselves instead of the humanity of
the butcher, brewer and the baker when doing business with them, is to be understood in the broader sense that "we
address others as independent individuals with their own projects" (O'Neill 2009). This is contrasted by the narrow
sense of self-love, which is avarice or greed.
However, in light of the browser wars, what about cases of business competition that cause harm or injury to
others? Competition can be ruthless. In March 1999, AOL merged with Netscape and there was a layoff of 700-1000
employees (Richtel 1999). What if those people were the only breadwinners of their families? Smith's answer,
according to James and Rassekh, is as follows:
Suppose firm A figures out a way to produce less expensively what firm B is producing. If A does
fnot enter this market because B will be (likely) hurt, then society will be deprived of lower prices of
higher quality products. In the Smithian system, self-interest motivates A to enter the market, which
advances consumers', and thus society's, interests. Smith, however, makes it clear that the competitive
process must not involve unethical behavior such as deception and political rent seeking (James Jr.
and Rassekh 2000).
So, Smith's system does allow hurt after all, when it is incurred in the name of competition and social progress.
Let me summarize what we have found so far. Greed is still commonly condemned as a vice, including by those
who would like to advocate self-interest. As a first approximation, greed is about selfishly gaining for oneself, thus
hurting others and even hurting the business one is engaged in. Nevertheless, some business scholars argue that we
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should not confuse greed with self-interest. They would say that, when pursuing one's self-interest, one needs prudence
and diligence, with an aim to improve the well-being of oneself, one's family, and even the society. This rosy
description, however, does not capture the whole picture. The pursuit of self-interest in capitalism does cause hurt or
injury to others. Perhaps there is no consensus among ethicists whether or not this kind of injury to others is to be
deemed ethically acceptable. Probably some would argue that this is a necessary evil. But let us call it what it is. This
undeniably is an injury.
My claim is that this shows that acquisitive behaviors motivated by self-interest are not that different from those
motivated by greed. In order to see why I think so, we have to take a closer look at the concept of greed and the
concept of self-interest in the following two sections. Before we turn to the next section, I would like to note an
argumentative point about how the advocates of self-interest might have missed the point, which also explains why I
think I don't have to get into a detailed exposition and interpretation of Adam Smith's philosophy. Many advocates of
self-interest, like James Jr. and Rassekh (2000), appeal to Adam Smith and probably correctly argue that Smith
understands self-interest in the broader sense, not the narrow sense. However, the real and bigger issue that concerns
so many people today is not whether we understand Adam Smith accurately enough, but whether most people today
do, and ought to, act out of their self-interest in the narrow sense. Also, this distinction between a broader sense and a
narrow sense still cannot evade my criticism that the Smithian system allows one to injure another in the name of
competition and social progress.
III. An Analysis of Greed
"Greed" is a word we usually use in our ordinary language. However, its meaning may not be easily captured.
In an earlier study, I identify three different senses of greed (Cheung 2019). First, greed is commonly referred to by
most people as the consuming desire to have more and more. Let's call this G1. Two components can be identified in
G1. There is a desire, and it is consuming, so much so that it renders a person restless until the desire is fulfilled, and
in some cases the desire is insatiable. However, having a consuming desire is not sufficient for being greedy. You
may have a consuming desire to buy a house but that does not have to make you a greedy person. This may explain
why many people don't see themselves greedy.
The second sense of greed, G2, is tied to one of the seven deadly sins in Christianity, avarice. Thomas Aquinas
says that it is a sin for a person to exceed what is necessary for her to keep with her condition of life (Aquinas 1952).
Love of self could be good but such "the inordinate love for riches" is not (Delany 1907). We have to be careful in
discussing the Christian discourse of greed. Christian writers like McCloskey (2006) and Taylor (1995, 2006) suggest
that this Christian view of greed is based on Aristotle's ethics, likening greed to intemperance, but that is incorrect. As
I argue, we need to consult the Aristotelian scholars, who inform us that Aristotle distinguishes between the pleasures
of the body and the pleasures of the soul, and temperance has to do with the former only, which is too limited for the
concept of greed (Cheung 2019).
Actually, Aristotle does talk about greed, and that would be the third sense of greed, G 3, that I would like to
present. In Book 5 of Nicomachean Ethics, Aristotle says,
"if one man commits adultery for the sake of gain and makes money by it, while another does so at
the bidding of appetite though he loses money and is penalized for it, the latter would be held to be
self-indulgent rather than grasping, but the former is unjust, but not self-indulgent."
"[A]ll other unjust acts are ascribed invariably to some particular kind of wickedness, but if a man
makes gain, his action is ascribed to no form of wickedness but injustice" (Aristotle 2009).
The word Aristotle uses there is pleonexia, πλεονεξία. The issue here is not just making a gain, but such gaining
"requires taking what belongs to others," and "that is distinctive of particular injustice" (Sherman 1999, Young 2006,
Curzer 2012). This third sense of greed means that one acquires more than one's share by taking what belongs to one's
fellow citizens. In such unjust acquisition, one takes pleasure in gain, and essentially with a calculating indifference
toward one's fellow citizens. This is reminiscent of what Microsoft did to Netscape in the browser wars. In particular,
Spinell's first condition is exactly about the fairness of the playing field. It is not hard to see that the justice component
in G3 is significant in our contemporary understanding of greed. Greed should not be understood as merely trying to
get more and more so that it is too much for oneself. It should also be understood as causing injustice in society.
Now, we may have an integrated concept of greed with G 1, G2 and G3. A person is greedy if and only if she
frequently displays the following:
(1) she seeks to acquire more,
(2) such acquisition is at the expense of the interests of other people, whether she is aware of this or not,
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(3) she takes pleasure in such acquisition, and
(4) she performs the acquisitive action with essentially a calculating indifference toward other people,
(5) that acquisitive action is fueled by a consuming desire to acquire more and more, and
(6) there is a very broad sense of inordinate love of wealth but that is going to depend on various people's
subjective understanding of how much is enough, for which we cannot expect much consensus.
The first four conditions together are more significant in determining whether the person is greedy, and the last
two conditions are less significant (Cheung, 2019).
IV. An Analysis of Self-Interest
Having analyzed the concept of greed, let us turn to the concept of self-interest. It is much more complicated
than what the current business ethics literature suggests. We have seen that some scholars would like to glorify the
acquisitive behaviors motivated by self-interest as virtuous acts. Indeed, Novak even tries to make it sound like an
altruistic motivation (Novak 1982), as Bauer and I discuss in (Cheung and Bauer 2020). However, what exactly is the
difference between self-interest and greed? Although they are two different words, their meanings and implications
may still be close. After all, as O'Neill (2009) observes, "Hume often uses the term ‘self-interest' interchangeably with
‘avarice', ‘love of gain' or avidity, ‘the interested affection', most notably in A Treatise of Human Nature."
The readers may recall my point from the browser wars example, which is that both greed and self-interest
allow one to cause injury to another in an acquisitive and competitive business effort. As far as injury goes, the only
possible difference is that, according to those advocates of self-interest, greed causes injury in a more destructive way
– one can be so greedy that one destroys one's own company by snatching the fair shares of other colleagues, whereas
the injury caused by the pursuit of self-interest in business is restricted to one's competitors. With regard to one's own
colleagues, usually a person ought to be prudent and cooperative so that self-interests can be pursued together (cf.
split-level egoism that I will explain later in this paper). Therefore, I would say that, between greed and self-interest,
there is a quantitative difference that pertains to the extent of injury and the scope of the injured, but there is no
qualitative difference that pertains to the zero-sum nature of the acquisitive behaviors.
However, what about the motivation itself? It is suggested that self-interest involves motivation that are more
other-regarding than greed. To what extent is that claim true? Is the allusion to altruism appropriate or exaggerated? I
suggest we may learn from a relevant discussion of self-interest among analytical philosophers, which is unfortunately
absent in the current literature of business ethics. Overvold (1980) questions the relationship between the concept of
self-interest and the concept of self-sacrifice. He argues that, if we define self-interest too broadly, many apparent
cases of self-sacrifice will be said to be in the agent's self-interest, thus making the concept of self-sacrifice incoherent.
For example, a father tries to send all his sons to a prestigious private college by killing himself and making it look
like an accident, so that his sons will have the money from the insurance company for education. He might see this as
rational, but we definitely do not take this act of self-sacrifice as an act of self-interest, or an act for personal welfare.
The self-interest of a deceased person cannot be pursued or increased anymore (Overvold 1980).
When applied to the business setting, Overvold's concern is not new to businesspeople. As I observe in my
business ethics class, a good number of students believe that any act of kindness or altruism is merely act in selfinterest. They would believe that, for example, generous and kind business leaders like Aaron Feuerstein of Malden
Mills do what they do out of self-interest (Leung 2003).
Following Overvold's lead, Darwall (1997, 2002) draws a distinction between the ideal object of one's informed
desires and one's self-interest. He makes use of an example of Sheila, someone who would like to donate all her wealth
to rebuild a war-torn city. The catch, however, is that Sheila needs a small percentage of that money for the medical
treatment of her disease, which will kill her if not treated. Eventually Sheila decides not to use any money on herself,
out of her love for the city. Can we say that Sheila pursues her self-interest in not spending on the treatment? No, we
cannot, even though that decision is in alignment with her rational decision. In Darwall's words,
"self-interest is simply a person's interest, viewed as his own, and its normative claim is independent
of its being his own…. One values oneself, and one's interest, from a perspective one can share with
anyone who can care" (Darwall 1997).
In other words, Sheila's self-interest is independent of what she pursues. Darwall calls this the rational-care
theory of self-interest.
What the Overvold-Darwall view suggests to the topic of my essay here is that we cannot take the otherregarding dimension of self-interest too far such that the pursuit of self-interest becomes benevolent and altruistic,
because self-interest is tied to the welfare of the individual self, which is independent of what one wishes for oneself,
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one's loved ones or any other person. In other words, the other-regarding dimension in the concept of self-interest can
never completely or significantly undermine its self-regarding dimension. Therefore, the alleged difference between
greed and self-interest is smaller than what the advocates of self-interest claim.
There is a criticism of the Overvold-Darwall view from Holley (2002) and Rosati (2009), which helps refine
our understanding of self-interest. Holley and Rosati respectively argue that the approach shared by Overvold and
Darwall has not taken into consideration the fact that a person's identity or integrity may sometimes change the way
she sees the tension between self-sacrifice and self-interest. Instead of following their examples, let me suggest that
we think about Mother Teresa. If we look at the life of Mother Teresa, "from a perspective one can share with anyone
who can care," we might not be able to come to a consensus on whether that is good for her. Many psychologists and
religious people would say that Mother Teresa derived great satisfaction in what she did, such that she was unable to
entertain seriously the possibility of living in some other way. After she took up this identity and chose to be this kind
of person, it seems that in some sense she was pursuing her self-interest. In other words, people may have different
visions of life. If one internalizes in oneself a certain ideal or vision of life, the sacrifice one makes may be an
expression of being the kind of self who can live the life that one judges desirable (Holley 2002).
Recall that some businesspeople see people's acts of kindness as motivated by self-interest. Perhaps they have
a point here, to some extent. A suggestion from Rosati is helpful here. She points out that there are two types of selfsacrifice, sacrificing a fundamentally self-affecting commitment and sacrificing a fundamentally other-affecting
commitment (Rosati 2009). An example of the former is sacrificing one's cause to one's life. An example of the latter
would be sacrificing one's career advancement for the sake of one's children. The former case is similar to what Sheila
has done, which can advance one's good and one's self and sacrifice them (Rosati 2009).
Though this point by Holley and Rosati enriches our general concept of sacrifice and it potentially weakens the
Overvold-Darwall view, I would like to argue that it is not sufficient to refute the Overvold-Darwall view as applied
to our current topic of the driving force of capitalism. The reason is that their point requires the self-sacrifice in
question to be of some specific sorts – sacrifices that are fundamentally self-affecting and involving a radically
different vision of life. However, those specific sorts of sacrifices are not usually found in people who engage in
acquisitive business behaviors motivated by self-interest. All that I am arguing for in this essay is that, when a selfinterested businessperson competes against others in this capitalistic society and thus inevitably causes injuries to
others, she might have some other-regarding dimension in her self-interest, e.g., making more money in order to take
care of her big family and sick parents, but we cannot deny that there must be a self-regarding dimension, or egoistic
goals, such that she would like to do something at the expense of others' well-being. Therefore, once again, there is
not much of a difference in the motivational structure of greed and that of self-interest. They both have some sort of
egoistic goals to pursue. Hence, I claim that there is only a quantitative but not qualitative difference between greed
and self-interest. If this claim is true, it does not make much sense to condemn the acquisitive behaviors motivated by
greed as vicious but praise the acquisitive behaviors motivated by self-interest as morally neutral or even virtuous.
Perhaps they are both vicious, or both neutral. It does not matter much to say that Microsoft was self-interested but
not greedy. Perhaps either way it is still vicious.
V. Various Forms of Egoism
The above sections have, I hope, adequately addressed most of the issues I started out to investigate in this
essay. I provided an analysis of greed and an analysis of self-interest, so that I made my case that they are not so
different. Now, I would like to deepen the discussion by broaching the subject of egoism. An exploration of the logical
space about egoism helps us understand better what it means to pursue egoistic goals. 6
First and foremost, we need to beware of this question: are there any self-standing or ultimate normative reasons
for action grounded in morality itself or in the well-being of others, or are all our reasons ultimately non-moral and
entirely self-regarding? Crisp (2019) notes that the relation of these two types of reasons is what Henry Sidgwick once
called "the profoundest problem of ethics" (Sidgwick 1907).7 which inspired Crisp's study of the ideas of sacrifice in
the 18th century British moralists from Hobbes to Bentham. This distinction seems to be a moot case today, because,
as Crisp admits, the standard view in the twentieth century is that moral reasons are overriding, and some even define
morality as overriding (Crisp 2019). However, I think I should raise this here just to make sure that the readers are all
on board. If one does not think that moral reasons can at least sometimes override self-regarding reasons, there is no
point in talking about sacrifice, because everybody does, and ought to, pursue their self-interests in all aspects of their
lives.
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Another basic distinction is that between psychological egoism and rational egoism. The former is descriptive
of human actions whereas the latter is prescriptive. The discussion of the driving force of capitalism is about which
motivation is morally acceptable. Therefore, the focus is on rational egoism. However, usually people provide a
psychological account to make their case for rational egoism, i.e., an appeal to the fact that most if not all people in
fact act according to their egoistic reasons. This is illogical. Even if psychological egoism is true, it does not imply
that rational egoism is true. It does not even imply that no moral reasons can override self-regarding reasons.
Still another distinction is about the pervasiveness of the use of egoistic reasons. Some forms of rational egoism
require only that "the sole ultimate reason for all voluntary human action is the promotion of the agent's self-interest,"
which implies that the use of non-egoistic reasons by the agents is allowed in decision-making, as long as "the agent's
good serves as a background check or veto on decisions made independently of it" (Crisp 2019, 7). For example, a
person can still be a rational egoist when she sincerely uses religious reasons for most practical decisions, but then she
is ready to veto those decisions upon further reflection whether those actions are in accordance with her egoistic goals.
This kind of egoism is also called split-level rational egoism by Crisp. Split-level rational egoism is an attractive view
among rational egoists probably because they need to avoid the paradox of egoism, "according to which one's own
good is best promoted by aiming at something else" (Crisp 2019, 7-8). Let's take the example of a game like tennis,
where winning is the egoistic goal. Sometimes it is counterproductive for a player to focus too much on winning,
because that would be distractive such that she has a lower chance of winning the game (Crisp 2019, 8). Bishop Joseph
Butler back in the 18th century already pointed out this paradox in advising people not to pursue self-love by focusing
on themselves.
"Immoderate self-love does very ill consult its own interest: and, how much soever a paradox it may
appear, it is certainly true, that even from self-love we should endeavour to get over all inordinate
regard to, and consideration of ourselves" (Butler 1983)
With all the above distinctions made, the important lesson for us in this essay is that the issues about egoism
and self-interest are complicated, and some forms of egoism are not that unacceptable after all. The discussion of the
pursuit of self-interest before this section does not take split-level rational egoism into consideration. Sooner or later
that pursuit is going to fall into the paradox of working against one's self-interest when the focus is always on one's
self-interest. That is probably why self-interest is not too different from greed. However, if one pursues one's selfinterest under split-level rational egoism, with non-ultimate goals like virtues and social values, one probably would
not have that kind of aggressive and opportunistic behaviors found in Microsoft in the browser wars.
VI. Conclusion
Following the idea of split-level egoism, we may find a hint of a suggestion on reducing greediness in
corporate America.8 Split-level egoism points out that there is no need to ask corporations and businesspeople to
completely forget their self-interests; rather, they should pursue their self-interests with goals that are not directly
about their self-interests. Perhaps the values stated in their credos, codes of ethics or statements of ethics, for example,
is a good starting point. Recent studies like (Porter and Kramer 2011) show that the pursuit of profit is not incompatible
with the pursuit of social values. When a corporation pursues the latter, it can also at the same time realize the former.
Therefore, perhaps corporations can boldly make statements of ethics for themselves and identify themselves with the
values stated there.
Indeed, around the time of the browser wars, there was a wave of corporations establishing credos, codes of
ethics or statements of ethics. That was partly encouraged by the 1991 Federal Sentencing Guidelines and forced by
the mandate in the 2002 Sarbanes Oxley Act (Murphy 2005). It is true that even the scandalous company, Enron, had
a 62-page Code of Ethics. This kind of statement does not guarantee much. However, according to (Murphy 2005),
codes can have strategic benefits and can potentially influence long-term performance – they may deter inappropriate
decisions (Weaver, Trevino et al. 1999) and have positive impacts on perceptions of ethical behavior (Adams,
Taschian et al. 2001); and "when executives believe in the strategic and reputational benefits of ethics codes, they are
more likely to adhere to them" (Stevens, Steensma et al. 2005). In Murphy's observation, it appears that there are
sufficient ethics statements in place. The corporations just need to make commitments by communicating and
promoting the statements, both internally to the employees and externally to the consumers (Murphy 2005).9
Let me summarize what I have argued in this essay. I presented a detailed analysis of greed that shows that
there is usually injustice involved. Then I presented a detailed analysis of self-interest, which shows that there is
inevitably a self-regarding dimension in the motivational structure. Together they establish my case that, pace
advocates of self-interest, acquisitive business behaviors in capitalism motivated by both greed and self-interest would
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hurt others similarly. The difference is only quantitative, meaning that behaviors motivated by greed may get more
people hurt. I deepened the reflection by considering various forms of egoism and suggested that split-level rational
egoism with an objective list with virtues may make the pursuit of egoistic goals more acceptable.
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Endnotes

1. Information about the history can be found in (McPeak 2018), (Baumgartner 2016), (Williams 2015), (Spinello
2003) and (Spinello 2005).
2. Reference of Rebello and Rukstad here are cited in (Spinello 2005).
3. Cited in (Spinello 2003), which contains details of the litigation.
4. I would like to thank an anonymous reviewer for encouraging me to discuss an opportunistic approach to pursue
self-interest. In addition to this section, I will also have other comments on this later in the paper.
5. Earlier in the 1980s and 1990s, there were also a number of works making similar claims, including (Eckard 1980),
(Werhane 1989), (Muller 1993), (Brown 1994), and (Young 1997). Due to limited space, I will only focus on (James
& Rassekh 2000).
6. I largely follow Roger Crisp and John O'Neill here, though not strictly. In particular, I use the word "egoism" here
to be the umbrella term for the view that one ought to pursue goals motivated by either greed or self-interest, which
may not be exactly the same as their usage.
7. Cited in (Crisp 2019).
8. I would like to thank an anonymous reviewer for encouraging me to think about this.
9. Values in the ethics statements should not be misunderstood as relative. Cf. (Audi & Murphy 2006), (Goddard &
Eccles 2016).
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Abstract
The COVID-19 pandemic poses serious global challenges. Not only are they influencing political and social decisions,
they are also affecting economic ones, both within individual companies and with all market participants. We are
currently threatened by an unprecedented recession, which calls for active invention in the economy and companies
themselves. This paper examines normative aspects of business and corporate ethics and shows how they can be used
to better counteract the current crisis and associated challenges. I show that cooperative competition and open
information-sharing with competitors can be mutually beneficial. I likewise suggest the importance of qualitative
innovations that are recognized by society and all whom they directly or indirectly affect. If both aspects are combined
– cooperation and the recognition of innovation – extensive innovation clusters can be initiated that can actively
counter the current economic crisis.
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Introduction
Coronavirus (COVID-19) and the associated pandemic is a serious challenge to countries throughout the world.
Many governments have ordered containment measures or even entire lockdowns to contain the spread of the virus or
at least prevent their healthcare systems from breaking down. These measures are having far-reaching economic
consequences and have forced decisionmakers to weigh the long-term negative consequences of the pending economic
recession against the health risks to their inhabitants (Lin, Meissner, 2020). Predictions of the expected global
economic downturn due to coronavirus illustrate this problem, and in some cases, suggest frightening scenarios for
the future (OECD, 2020). Additionally, structural analysis of the economic consequences allows forecasts of how they
could affect the market behaviour of some countries in the long term. Futurologists are currently discussing alternative
scenarios of how the world economy could change due to the corona pandemic. Among other things, it seems likely
that some countries will return to a greater focus on local production, especially in areas such as pharmaceutics (Global
Economic Prospects, 2020). Beyond future scenarios and forecasts, however, the possibility of companies actively
shaping the economy is seldom considered, or if at all, only superficially. But it is precisely in times of crisis and
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massive change that suboptimal structures can reveal themselves and new solutions can prove their worth, which is
well worth investigating. (Faix et. al, 2019). Starting with this assumption, I develop solutions and point out critical
aspects of business and corporate ethics. Currently, philosophical and ethical considerations, as well as debates on the
corona crisis, usually emphasise balancing political and economic decisions (see Mujerji, Mannino, 2020). However,
the underlying precepts are not discussed. In this paper I examine aspects of the corporate perspective that lead to
paths that can help overcome the crisis as well as initiate a more sustainable future. I illustrate this using two central
cases: cooperative competition and qualitative innovation. Combining these could produce a new understanding of
innovation clusters. t
I.
The Corona Crisis and The Economy
Let us take a closer look at the short- and long-term results of the pandemic on the global economy. It is important
to note that not every country is equally affected, either by the virus and its spread, or by negative economic
consequences (CSSE online, 2020). Country-specific situations may result from different strategic policies and
decisions on the part of governments, from different basic conditions in the countries themselves, and from the general
difficulty of predicting the future. Several strategies can be adopted to contain the virus, including mitigation or
containment, or even shutdowns or lockdowns (RKI, 2020). There are also differences within the testing of cases and
their interpretation (Ritchie et al., 2020). Within country-specific strategies as well as their economic consequences,
the economic structure and prerequisites of countries themselves naturally assume a fundamental role. Germany, for
example, instituted a partial shutdown and lockdown in late March, ending up with 24,873 covid-19 cases and 94
deaths during that period (Rinke, Hansen, 2020). However, Germany has a higher safety margin because of its large
cash reserves (Comfort et al., 2019). The fact that the country is export-oriented also plays a role. In contrast, Japan –
as the fourth-largest economy in the world in terms of nominal GDP – had a partial shutdown at the beginning of
April, resulting in 4,257 confirmed cases and 93 deaths during that period (Global News online, 2020). Generally,
Japan is heavily dependent on imports and exports, even for basic goods such as food (Sato, 1991). In the fourth
quarter of 2019, Japan was already feeling the economic impact of the coronavirus (-1.8% loss in GDP growth). It is
now expected to have difficulty recovering from the economic crisis (Trading Economics online, 2020).
Often, the debate on how different countries counter the virus is presented and/or understood solely as a balancing
act between the health of that country’s population and its economy (Gack, 2020). Many governments take measures
suggesting that the health and protection of their inhabitants should outweigh economic losses. However, this
interpretation is misleading; the two factors are mutually dependent. A healthy society is a basic prerequisite for
fundamental economic growth. Conversely, economic growth or at least a certain standard of living is necessary for a
healthy population and the corresponding healthcare system (Rotman, 2020 and Bohoslavsky, 2020). Applying the
best strategies against the virus without unnecessarily damaging the economy should not be a balancing act between
economy and health, but the socio-political rebalancing of various basic goods. This approach seems more appropriate
for beginning the subsequent debate. Nevertheless, a massive decline in economic growth is already evident globally,
and similar forecasts are expected in coming years. The OECD (2020) currently indicates that most countries will
have even greater GDP losses in 2020 (-2% – -14%).
II.

Ethical Implications of Managing the Crisis

The corona crisis is undoubtedly leading to a worldwide, epochal crisis. In economic terms, measures taken to
contain the virus will affect companies, employees and probably all of society. Safeguarding the status quo is usually
the central focus during such eras (Mergenthaler et. al, 2020). We see this in the actual need in many countries for the
corresponding critical infrastructure, e.g. a return to local pharmaceutical production, or other trends towards
regionalisation (Ringel, 2020). Security is key. Vigorous and innovative structural freedom in companies is receding
into the background due to massive risk and uncertainty. However, system renewal is crucial for creating and
sustaining a long-term future (Mergenthaler et al., 2020). Since Schumpeter (1911), the call for innovation and novelty
in uncertain times has been an important and proven economic element that places permanent demands on
entrepreneurs to be creative and inventive in bringing forth innovations by destroying the old.
“For Schumpeter, innovation is the key determinant of growth of the capitalist economy; that is, for him,
innovation by the capitalist company includes creating new markets and new forms of industrial organization
(Pèrez-Luno et al., 2007, p. 72).”
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In the current crisis, however, we cannot simply demand increased innovation. Instead, deeper analysis is called
for. We must discuss the normative aspects mentioned at the beginning, i.e. that the strategies for dealing with the
virus indicate balancing different goods. Economic theory has always been based on normative assumptions as well
(see Nida-Rümelin, 1992, 2009). If one also assumes that it can be actively shaped as a social mechanism, the question
arises whether there are implications for economic and corporate ethics showing how the crisis could be better
counteracted. I wish to bring up two arguments looking at the situation from the perspective of companies: cooperative
competition (4) and qualitative innovation (5).
III.

Cooperative Competition

A central element of standard economics is that marketplace competition promotes growth. Because every ideal
(rational) market participant seeks to maximize his/her own utility or indirectly seeks to maximize the advantage of
the company, the ideal market is most efficient when there is perfect competition. This is because observations about
the ideal market participant – homo economicus – lead to assumptions concerning so-called market sociology or the
Magna Carta of economics. These terms are strongly influenced by Smith (1776) and describe how the market, as a
decentralised system based on supply and demand, leads to the best social outcomes due to individual utility
maximisers. But critical analysis shows that the real market differs from the ideal market (North, 1981). This is also
shown by the empirical results of Behavioural Economics. Even real market participants deviate seriously from their
ideal model – the homo economicus (Simon, 1965). This is exemplified by the phenomenon of the information that
participants have. In the ideal market, they have all perfect information. This is an important prerequisite for the ideal
market to obtain efficient results. However, information and its availability can give companies or individual market
participants serious advantages and market power. Real market participants do not have perfect information. Those
who have information, to which others are not privy, have a clear advantage. Deviations from the ideal market, as this
example shows, can lead to forms of market failure (Conrad, 2017). Besides the fact that the real market differs from
the ideal market, the ideal market can also generate market failures itself.
IV.1 Is competition always the best strategy?
A well-known example of market failure in this context is the insufficient provision of public goods. Public goods
are goods to which everyone has free access (i.e. no costs are incurred for their use). If all market participants selfishly
maximise their own utility, such goods cannot be adequately provided on the market, causing the so-called tragedy of
the commons (North, 1981). The structure of this problem can be depicted on a game-theoretical level in a two-person
case: the well-known Prisoner’s Dilemma. Here, two agents achieve a worse (not pareto-optimal) result by maximising
their own benefit. This result maximises the benefit to the individual, because no matter what player 2 does, it is better
for player 1 to defect and vice versa. Thus, neither cooperates to get the outcomes (2/2). Both would achieve better
results (3/3) by cooperating and rejecting the maximisation of their individual utility (Nida-Rümelin, 2019).

Person 2 cooperates
Person 2 defects

Person 1 cooperates
3/3
4/1

Person 1 defects
¼
2/2

The Prisoner’s Dilemma illustrates that there are interactions in which it is not better to maximise one’s own utility
under all circumstances, but rather to cooperate. But how can this problem help us deal with the failures of missing
information on the real market and what can we learn from it?
IV.2 Learning from the natural sciences
In recent months, new approaches in the natural sciences have been widely seen in response to the coronavirus. As
a result of the acute reality of and threat posed by Corona, a “completely new culture of […] research” is developing
(Kupfersmidt, 2020). New working spaces for scientists have been created, such as the so-called Wuhan Clan in the
United States (Kupferschmidt, 2020). These serve the purpose of rapid cross-team communication – even among
otherwise competing institutions. Excessive amounts of data have been published daily, and the usual review processes
have been suspended or postponed. The trigger for this is the relevance of the corresponding data and the need to make
them available to all experts as quickly as possible (cf. BioRxiv online, 2020 et al.). This approach has prompted
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intensive and almost unimaginable global communication, which has often been the subject of media attention. The
force behind these changes is that instead of the traditional academic competition, everyone has worked together in
the face of the given threat. An important cornerstone of this collaboration has been the cooperative open sharing of
information and data to achieve better and faster results for society.
IV.3 Rewards of information-sharing
So far, I have shown that the real market often deviates from the ideal market and can thus lead to market failure
or create market failure itself. One example is that real market participants usually do not have perfect information or
leads to conditions that are not collectively optimal even when all information is available (pubic goods). I explained
that there may be situations in which cooperation is better than full competition. In addition, I illustrated how science
has changed in recent months in the face of the current threat. Although the situation described in the Prisoner’s
Dilemma shows a different form of interaction and thus a different underlying problem than the lack of information,
cooperation can also mitigate the effects of incomplete knowledge in the real market. My thesis is that cooperation
can thus lead to more efficient market outcomes. The current state of scientific development is directly transferable
here. If all companies openly shared information with competitors and customers, they would lose market power (by
relinquishing certain information). On the other hand, however, this could in real terms bring us closer to the state of
the ideal market and create mutual market advantages. At this point, I would like to use the term cooperative
competition to signify economic competition within open information structures. Competition is by no means
eliminated, but embedded in a more cooperative framework. This implies making important and relevant information,
technology, best practices, and knowledge freely available – both to customers and competitors – and thus promoting
sustainable competition with increased innovation potential.
IV.4 Cooperative competition – a success story?
Together with the concept of cooperative competition, we can now ask how something of this sort could be
implemented. Is it completely unrealistic for companies to give up massive amounts of knowledge and advantages as
well as the innovations that could develop from these? One example of this shows that this works and pays off for
companies in the long run. Companies around the world exist, which – even before the Corona crisis – have adjusted
their strategy to align sustainably with prevailing norms (Kimakowitz et al., 2011). One such instance is AMRO
REAL, a Brazilian bank, which has restructured its business model to make cooperative social responsibility the heart
of its actions (Palacios, Pirson, 2011). It openly shares information with clients and competitors and has even
established free cruises and programmes. The ABN AMRO REAL Social Sustainablity Report (2007) clearly shows
how the company’s actions have made it more successful in the long term and have sustainably established it on the
market. This demonstrates that contrary to expectations, cooperative competition can benefit all parties concerned. If
we combine this insight with our initial observation that innovation and active design are particularly worthwhile in a
crisis, cooperative competition can help reduce uncertainty and encourage innovative performance. It may create a
basis for broad cross-company (online) platforms, promote open communication with customers and competitors and
transform processes and products. This approach could trigger innovation processes across companies and increase
the corresponding willingness to innovate, since risks and external conditions could be better assessed based on shared
experience. More information on the overall economic situation (needs, solutions, problems) would also be available.
In the long run, cooperative competition would benefit the majority of firms and market participants and thus offset
the short-term costs of sharing information.
IV.

Qualitative Innovation

The starting point of the normative consideration was the notion of balancing different goods in a society. This
now raises a follow-up question. Which innovations should be promoted in the course of cooperative competition?
These could conceivably lead to misguided externalities on the market. According to the standard economic theory of
perfect competition, innovation is generally one of the most important factors for long-term and sustainable corporate
success (Schumpeter, 1911). In most cases, innovations are assessed as to how they create increased benefit for all
participants, or how they generate profit for companies, making them central for economic growth (Brown, Eisenhardt,
1995). Only companies that constantly rethink and adapt to an unpredictable and uncertain future have a long-term
chance of asserting themselves on the market and holding their own against the competition (Seebesch, 1992). But
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how can the value of an innovation be determined if, for example, the social priorities of goods change in an uncertain
manner? This means asking how an innovation can be successful and sustainable in the long run, and not only create
possible short-term advantages. Important basic approaches with more details and better differentiation can be found
in leadership approaches and leadership ethics.
V.1 An initial definition of terms
Quality and innovation are often spoken of as two mutually dependent poles, but the value or quality of an
innovation itself is rarely determined. According to standard theories, every innovation seems to be good. Another
approach is found in Faix et al (2014, 2019) and Faix (2020), which focuses on qualitative innovation as a central
concept. The quality of an innovation is determined by its value for society, i.e. by the value it holds in the society for
which it is made. However, value cannot be reduced here to pure utility or even profit. Instead, it must be understood
in terms of an extended deontological basis. In this sense, the value and actual quality of an innovation is defined over
the long term by:
(i)
(ii)

all those who are directly or indirectly affected by it and
the added value it provides for the welfare of society.

The first point is not limited to positive effects but can also cover negative externalities. If a company wishes to
market a sugary drink as a healthy product via an elaborate marketing campaign, for example, sustainable value in the
above-mentioned sense is not generated. This is the case even if the marketing campaign is effective and the company
makes a great profit. If a company pollutes a lake near a small village as a consequence of its production (negative
externality), this would have to be considered from the perspective of the village’s inhabitants, who might now lack
clean drinking water. Item two departs from the concept of mere profit or benefit and instead evaluates innovation
within a broader framework of prosperity.
V.2 Value and welfare
Contrary to standard theory, the welfare of a society is not exclusively determined by economic benefit or pure
economic growth, such as GDP per person, as shown by Sen (2003, 2013). Sen illustrates, among other things, how
life expectancy at birth can deviate significantly from the GDP of a country. He also mentions other crucial elements
that give people the freedom to determine their own lives (Sen, 2013, p. 63). Education, for example, is another
important element that determines a country’s welfare. Thus, prosperity does not depend solely on economic growth,
even though the former is certainly an important factor (Stiglitz et al., 2010). There is a broad debate on this issue,
mainly in the disciplines of welfare economics and economic philosophy. Various approaches can be seen: the basic
needs scenario proffered by Doyal and Goth (1991), or the well-known capabilities approach by Nussbaum (2011).
Further discussion of these scenarios, however, would exceed the scope of this paper. It is important to note, however,
that the welfare of a society cannot be defined exclusively pragmatically, and that the value a society assigns to an
innovation cannot be determined solely based on the above definition.
V.3 Innovation in the crisis
Based on Sen (2003, 2013) and Nussbaum (2011), we can now partially expand our understanding of welfare and
apply it to the notion of qualitative innovation and how it generates value for society. If we allow ourselves some
variability in defining the concept of welfare, we can consider the corresponding deliberations on goods in the current
crisis, among other things. They show which goods a society values and how, as well as what the society needs and
must maintain and develop. Accordingly, prosperity-generating evaluations would have to reflect qualitative
innovations. This is possible by paying attention to the corresponding priorities. Simple supply and-demand or luxurygoods relationships are not meant here. Instead, we are talking about sustainable value creation of basic goods such
as healthcare – as shown by the corona crisis. The same applies in the current crisis to certain supply structures, their
maintenance and upgrade. The concept of qualitative innovation also allows companies to orient themselves in this
direction sustainably yet flexibly, and to transfer structures. This not only requires the mere creation of innovations
and is not only relevant in pure crises, even though its relevance is particularly evident during extreme changes. As a
final example, I wish to cite a current case. An Italian company reacted to the acute lack of protective masks against
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the coronavirus and converted its production of diving masks accordingly. Using 3D printing, the company adapted
diving masks to use as protective masks for the health sector (Stepanek, 2020). Conflicting priorities must also be
weighed up accordingly. One example of this is high-tech companies whose innovations are not only relevant to the
tracking of infections (and thus to people's health) but are also correspondingly responsible for an ethical handling of
consumers' private information (Krueger, 2020).
V.

Conclusion

In summary, I have posited two contentions that show the role that normative foundations of economics can play
during serious crises: cooperative competition and qualitative innovation. These can be used to counteract economic
crises such as the current one but can also help us learn to create a sustainable future and possibly lay a foundation for
long-term rethinking. When examining either contention, we must detach ourselves to some extent from the normative
ideas of standard theory and embed these concepts in a broader context or adopt additional mechanisms. For this it is
basically necessary to discard the utilitarianism of standard theory and thus the exclusive focus on maximising one's
own utility. Instead, deontological preconditions become necessary and should therefore play a role in economic
decisions (Nida-Rümelin, 2019) and can thus open up new perspectives. By combining cooperative competition and
qualitative innovation, we might be able to develop innovation clusters. Under these circumstances, however, this
term can no longer be evaluated exclusively in a cross-industry context for specific alliances (Bund online, 2020), but
can also trigger far-reaching consequences and positive, sustainable effects. Examples include the construction of
material cells or the state of RNA-technology, which is playing a role in the development of coronavirus vaccines.
They show that such far-reaching clusters are necessary to generate genuinely disruptive innovations. Without them,
it is difficult or even impossible to bring together factors of science, industry, logistic, finance, transfer, and politics
on the appropriate levels.
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A theoretical model of U.S. consumer behavior is developed which allows the consumer to file for bankruptcy
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I. Introduction
One of the most important forms of social insurance is the consumer bankruptcy process (Spooner, 2017). If a
household in the United States becomes financially exigent, whether on a cash flow or a balance sheet basis, the
household may seek relief and re-establish itself through the U.S. Bankruptcy Code. As Hackney, Friesner, and
Johnson (2016) note, this type of social insurance generates substantial legal, ethical, and financial consequences.
Bankruptcy erodes property rights by allowing insolvent households to void debt contracts. Financial consequences
accrue because creditors may be unable to collect repayment from insolvent households (Athreya, Sanchex, Tam, &
Young, 2018). Creditors may attempt to recoup these losses by charging higher interest rates (and higher prices
generally) to other consumers. Ethical consequences accrue to the insolvent household. Not only do they face very
limited access to future consumer financing, but they also bear a negative social stigma in a society that emphasizes
the importance of repaying one’s debts (Sullivan, Warren, & Westbrook, 1988, 1997; Athreya, 2004; Chin, Cohen, &
Lindblad, 2019). This form of social insurance is important because it protects households – especially those operating
on thin financial margins – during recessionary periods, or when the household experiences an exogenous (but
unanticipated) financial shock (Zhang, Sabarwal, & Gan, 2015). As a recent study in the U.S. notes, both Chapter 7
and Chapter 13 bankruptcy filings rose dramatically during the 2008-2010 Great Recession but declined thereafter as
the economy recovered (Razeto & Romeo, 2019). With the recent recession created by the COVID-19 pandemic,
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consumer bankruptcy filings may increase substantially over the upcoming years (Semuels, 2020). Understanding the
causes of, and considerations underlying, the consumer bankruptcy process is therefore important to ensure that it
meets its objectives without causing excess social welfare loss. On a global level, a greater understanding of this issue
within the U.S. serves as a template for other nations who also employ the consumer bankruptcy process as a social
safety net (Spooner, 2017; Kilborn, 2018; Nor, Ismail, & Yap, 2019).
Given the high costs borne by all participants in the consumer bankruptcy process, the general assumption is that
households file for bankruptcy as a last resort and do so infrequently. In fact, the U.S. Bankruptcy Code prohibits
households from filing within 8 years of an initial Chapter 7 bankruptcy filing (11 U.S.C. §727(a)(8)).1 The
Bankruptcy Code additionally limits a debtor’s ability to file under Chapter 7 after previously filing under Chapter
13. The Code imposes a 6 year limitation after commencement of a Chapter 13 unless the prior Chapter 13 paid 100
percent of allowed unsecured claims or 70 percent of such claims in a confirmed “best efforts” plan (11 U.S.C.
§727(a)(9). Despite these constraints, anecdotal evidence suggests that a subset of households do file for bankruptcy
protection repeatedly over time (Hackney & Friesner, 2015). Indeed, in one recent court case a debtor was convicted
for bankruptcy fraud, in part because the individual filed for Chapter 13 bankruptcy protection five times over a 7year window, primarily to inappropriately stay debt collection efforts (United States v. Williams, 2018). Kiel and
Fresques (2017) report numerous case studies and examples of individuals filing for Chapter 13 bankruptcy to address
disputes with local public utilities, address garnishments, and to prevent the suspension of a debtor’s driver’s license.
Gotberg and Souse (2019) argue that individuals with outstanding chronic medical conditions, and who operate on
thin financial margins are at risk for repeated bankruptcy filings. More specifically, a bankruptcy filing may reduce
or eliminate existing debt obligations. But if the individual’s monthly medical expenses exceed monthly earnings (net
of minimal necessary expenses), the individual will slowly re-accumulate debt that can only be discharged through a
subsequent filing. An understanding of the incentives and constraints faced by these households would contribute
meaningfully to policies that equitably and efficiently address the needs of these households while minimizing the
social costs of repeated bankruptcy filings.
The financial economic literature on the causes and consequences of bankruptcy filings, especially repeated
consumer bankruptcy filings, is relatively sparse and largely empirical in nature. Fay, Hurst and White (2002) found
that increasing the benefits of filing for bankruptcy protection by $1,000 increased the likelihood of an individual
filing for bankruptcy by 7 percent. Zhu (2011) examined the determinants of personal bankruptcy filings in the state
of Delaware and found that specific types of consumption-related expenditures increase a household’s exposure to
bankruptcy risk. Zhang, Sabarwal, and Gan (2015) found that the financial benefits arising from a bankruptcy filing
were exogenous to the actual decision to seek bankruptcy protection. In other words, the typical consumer pays
“rational inattention” to the bankruptcy filing decision, and only considers bankruptcy when faced with an exogenous
shock to the household’s financial position. Athreya, Mustre-del-Rio, and Sanchez (2019) found that the majority of
financial distress among U.S. households is driven by a small sub-set (i.e., less than 10 percent) of households who
are continuously in dire financial straits. Loibl, Hira, and Rupured (2006) evaluated the effects of a financial education
course on subsequent behaviors of households filing for Chapter 13 bankruptcy protection in the state of Georgia.
They found that repeat bankruptcy filers were more likely than first time filers to adopt behaviors that improved their
chances of completing their Chapter 13 repayment plans. Hackney, Friesner, Brajcich, and Hickman (2014)
empirically examined how filing for consumer bankruptcy protection could be used as a lever to manage outstanding
IRS obligations. Repeated bankruptcy filings were used as a control variable in their analysis. They found that 11.7
percent of consumer bankruptcy filers were repeat filers. Hackney, Friesner, and McPherson (2015) found that, in a
randomly selected sample of 272 Chapter 13 bankruptcy filers, 89 filers (or 32.7 percent) were filing under Chapter
13, primarily because previous bankruptcy filings make them ineligible to file under Chapter 7. Hackney, Friesner,
and Johnson (2016), when examining the prevalence of medical bankruptcies, found that 12.2 percent of filings were
repeat filers. Kiel and Fresques (2017) found evidence of substantial racial disparities in bankruptcy filings and
outcomes, including repeated bankruptcy filings. This finding was partially supported by Greene, Patel, and Porter
(2017).
In each of these manuscripts, the decision to file bankruptcy repeatedly was examined as a secondary issue, rather
than an issue of primary importance. However, if households are prohibited from filing for protection repeatedly over
certain time frames, there is likely a fundamentally different set of considerations governing repeat bankruptcy filings
than for initial filings. Moreover, since consumption patterns and household characteristics change over an
individual’s lifespan, the drivers of consumer bankruptcy may also change over the same lifespan. Thus, the general
findings posited by Zhang, Sabarwal, and Gan (2015), Zhu (2011), and Fay, Hurst, and White (2002), among others,
may not automatically apply to repeated filing decisions (and by extension inform the empirical work of Hackney and
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colleagues) in the same way they apply to individuals filing for bankruptcy protection for the first time. Failure to
examine these issues is important in the use of bankruptcy as a form of social insurance.
The financial economic literature that attempts to theoretically model consumer bankruptcy decisions is sparse.
Athreya (2005) builds a theoretical model to examine consumer choice, including the need to file for bankruptcy,
within the context of insuring against unforeseen shocks to household income or wealth. Zhang, Sabarwal, and Gan
(2015) develop a theoretical model that allows decision makers to file for bankruptcy protection one time, in order to
empirically test the possible endogeneity associated with a strategic bankruptcy filing. Athreya, Sanchex, Tam, and
Young (2018) theoretically model consumer decisions (especially in the context of accessing other social insurance
programs, such as Social Security and Unemployment Insurance) on the decision to declare bankruptcy or simply be
delinquent in debt repayments. Arthreya, Mustre-del-Rio, and Sanchez (2019) also build a theory of lifetime
consumption, but attempt to model financial distress, rather than the decision to file for bankruptcy protection.
Athreya, Sanchex, Tam, and Young (2018) also theoretically model lifetime consumption patterns and, in doing so,
model the impact of a single bankruptcy filing on lifetime consumption. Arthreya (2006) theoretically models the
existence of exemptions on the use of the bankruptcy system and finds that there is a positive (but modest) relationship
between exemption availability and bankruptcy rates. Unfortunately, none of these manuscripts theoretically explicitly
examine decisions allowing for the possibility of multiple bankruptcy filings over the typical consumer’s lifespan, nor
do they explicitly compare and contrast the financial positions of consumers who file once versus multiple times over
their lifespans.
A theoretical model of the consumer bankruptcy decisions when the consumer has the option to file for bankruptcy
repeatedly over time is presented. An inter-temporal decision model for a representative consumer, consistent with
the bankruptcy and financial epidemiology literatures, is built. The model allows for both conspicuous (i.e., statusenhancing) consumption, hyperbolic discounting, and random budget shocks. The optimal time path of consumption
can be used to generate hypotheses concerning whether (and if so, when) an individual might file for bankruptcy
protection repeatedly, and the set of factors that induce such decisions.
II. The Model
Consider a representative decision maker that lives for four general periods, denoted by t = 1,2,3,4. These periods
may be years or periods longer than a year, depending on the time frame of the analysis. The individual uses
(exogenously determined) income yt in each year to purchase a composite good ct. The composite good can be
purchased at a real, time invariant price p.
We assume that individuals have a target level of consumption, consistent with one’s preferred “lifestyle” that they
attempt to meet in each time period t. Let ct*, t = 1,2,3,4 represent these target levels of consumption. The specific
interpretation of the targets may be set according to an efficiency-based objective (i.e., sound personal finances) or a
conspicuous consumption-based objective (i.e., setting the targets beyond one’s income in order to attain “status” in
the community) (Waller, 2001; Tufano, 2007; Starr, 2010). The model is agnostic to any definition of these targets
and is left general to provide testable hypotheses regardless of the target. However, because empirical assessments of
the theoretical model are based on samples of consumers, each of which may set their target levels of consumption
based on different criteria, econometric models assessing the model’s testable hypotheses must add control variables
(and possibly specify a structural or reduced form econometric model) that accounts for differences in the formation
of these targets across individual consumers.2
The representative consumer cares about consumption in each of the four periods, although she may place different
levels for current consumption relative to future consumption. Let w1, w2, w3, and w4 be the weights that an individual
assigns to the importance of consumption in each of the four time periods. The weights are assumed to be proper
proportions, such that 0 ≤ wt ≤ 1 for every t, and w1 + w2 + w3 + w4 = 1. Holding these weights constant, β represents
the constant discount factor an individual use to discount consumption over time. β forms a baseline discount factor,
while the specific values taken by the weights may allow for “hyperbolic discounting”, or an unusually strong
preference for consumption in a particular period (Athreya, Mustre-del-Rio, & Sanchez, 2019). Following Rosenman
and Friesner (2004) and Murphy, Friesner, and Scott (2011), the individual’s objective is to minimize weighted,
discounted deviations in consumption between actual and target values over one’s lifespan. More specifically:
𝑉 = 𝑤1 (𝑐1 − 𝑐1∗ )2 + 𝛽𝑤2 (𝑐2 − 𝑐2∗ )2 + 𝛽 2 𝑤3 (𝑐3 − 𝑐3∗ )2 + 𝛽 3 𝑤4 (𝑐4 − 𝑐4∗ )2

(1)

24

Global Business & Economics Anthology, Volume II, December 2020

The individual may alter consumption patterns over time through borrowing. The individual may borrow in the
first three periods, but not in the fourth period. Let B t, t = 1,2,3 represent borrowing in each eligible period. The
standard (real) market rate of interest is defined by r. Money borrowed in time t must be repaid the following period.
If an individual is unable or unwilling to repay the debt, the individual must file for bankruptcy. With a four period
model, the individual has the ability to file for bankruptcy protection twice: in period two (when the first period
borrowing must be repaid) and in period 3 (when the second period’s borrowing must be repaid). Let F be a binary
variable that denotes filing for bankruptcy during period 2 (i.e., a value of 1 if filing occurs and zero if it does not
occur), and let S be a binary variable that denotes a bankruptcy filing in the third period. In any given period, a
bankruptcy filing has two effects. First, debt that is due to be paid in the period of filing is eliminated from the budget
constraint. This does not impact the individual’s ability to borrow more funds in the current period. However, interest
rates on borrowing in future periods increases. Let ρ be the additional increase in interest rates accruing from filing
in period 2, and let ϕ be the additional interest rate that accrues from filing in period 3. The individual’s budget
constraints over the four periods can be expressed as:
𝑦1 = 𝑝𝑐1 − 𝐵1

(2)

𝑦2 = 𝑝𝑐2 + (1 + 𝑟)𝐵1 (1 − 𝐹) − 𝐵2

(3)

𝑦3 = 𝑝𝑐3 + (1 + 𝑟 + 𝐹𝜌)𝐵2 (1 − 𝐹)(1 − 𝑆) − 𝐵3

(4)

𝑦4 = 𝑝𝑐4 + (1 + 𝑟 + 𝐹𝜌 + 𝑆𝜙)𝐵3 (1 − 𝑆)

(5)

Solving each equation for borrowing and substituting the expression sequentially into each budget constraint yields a
single budget constraint over all four periods.
𝑦4 = 𝑝𝑐4 + (1 + 𝑟 + 𝐹𝜌 + 𝑆𝜙)(𝑝𝑐3 − 𝑦3 )
+(1 + 𝑟 + 𝐹𝜌 + 𝑆𝜙)(1 + 𝑟 + 𝐹𝜌)(1 − 𝑆)(𝑝𝑐2 − 𝑦2 )
+(1 + 𝑟 + 𝐹𝜌 + 𝑆𝜙)(1 + 𝑟 + 𝐹𝜌)(1 − 𝑆)(1 + 𝑟)(1 − 𝐹)(𝑝𝑐1 − 𝑦1 )

(6)

For simplicity, we re-write (6) as
𝑦4 = 𝑝𝑐4 + 𝑑1 (𝑝𝑐3 − 𝑦3 ) + 𝑑2 (𝑝𝑐2 − 𝑦2 ) + 𝑑3 (𝑝𝑐1 − 𝑦1 )

(6b)

The individual chooses consumption over the four periods to minimize (1) subject to the constraint (6). The
constraint that the weights in (1) sum to unity is implicit. Defining L as the constrained optimization problem and λ
as the Lagrange multiplier, the problem is defined as:
𝑚𝑖𝑛𝑖𝑚𝑖𝑧𝑒𝜆,𝑐𝑡 ,𝑡=1,2,3,4 𝐿 = 𝑤1 (𝑐1 − 𝑐1∗ )2 + 𝛽𝑤2 (𝑐2 − 𝑐2∗ )2 + 𝛽 2 𝑤3 (𝑐3 − 𝑐3∗ )2 + 𝛽 3 𝑤4 (𝑐4 − 𝑐4∗ )2 + 𝜆[𝑦4 − 𝑝𝑐4 −
𝑑1 (𝑝𝑐3 − 𝑦3 ) − 𝑑2 (𝑝𝑐2 − 𝑦2 ) − 𝑑3 (𝑝𝑐1 − 𝑦1 )]
(7)
The model is postulated and solved in ignorance of whether or not the individual files one or two times for bankruptcy.
The optimal consumptions levels under the regimes i) F = 0, S = 0 (no bankruptcy); ii) F =1, S = 0 (early, bankruptcy);
iii) F = 1,S = 1 (repeated bankruptcies); iv) F = 0, S = 1 (late bankruptcy) are subsequently compared. This is consistent
with a multiple step decision model solved via backward induction (Murphy, Friesner, and Scott, 2011).
The necessary first order conditions for the problem are:
𝛿𝐿
𝛿𝑐1
𝛿𝐿
𝛿𝑐2

= 2𝑤1 (𝑐1 − 𝑐1∗ ) − 𝑑3 𝑃𝜆 = 0

(8)

= 2𝑤2 (𝑐2 − 𝑐2∗ ) − 𝑑2 𝑃𝜆 = 0

(9)
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𝛿𝐿
𝛿𝑐3
𝛿𝐿
𝛿𝑐4
𝛿𝐿
𝛿𝜆
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= 2𝑤3 (𝑐3 − 𝑐3∗ ) − 𝑑1 𝑃𝜆 = 0

(10)

= 2𝑤4 (𝑐4 − 𝑐4∗ ) − 𝑃𝜆 = 0

(11)

= 𝑦4 − 𝑝𝑐4 − 𝑑1 (𝑝𝑐3 − 𝑦3 ) − 𝑑2 (𝑝𝑐2 − 𝑦2 ) − 𝑑3 (𝑝𝑐1 − 𝑦1 ) = 0

(12)

Note that second order conditions for a unique minimum are met. Solving this system of equations for the choice
variables yields the following:
𝜆=

2𝑎
𝑝2

[(𝑝𝑐1∗ − 𝑦1 ) + (𝑝𝑐2∗ − 𝑦2 ) + (𝑝𝑐3∗ − 𝑦3 ) + (𝑝𝑐4∗ − 𝑦4 )]

𝑐1 = 𝑐1∗ −
𝑐2 = 𝑐2∗ −
𝑐3 = 𝑐3∗ −
𝑐4 = 𝑐4∗ −
where 𝑎

𝑑3 𝑎
𝑤1 𝑝

[(𝑦1 − 𝑝𝑐1∗ ) + (𝑦2 − 𝑝𝑐2∗ ) + (𝑦3 − 𝑝𝑐3∗ ) + (𝑦4 − 𝑝𝑐4∗ )]

𝑑2 𝑎
𝛽𝑤2 𝑝

[(𝑦1 − 𝑝𝑐1∗ ) + (𝑦2 − 𝑝𝑐2∗ ) + (𝑦3 − 𝑝𝑐3∗ ) + (𝑦4 − 𝑝𝑐4∗ )]

𝑑1 𝑎
𝛽 2 𝑤3 𝑝
𝑎
𝛽 3 𝑤4 𝑝

=

(13)
(14)
(15)

[(𝑦1 − 𝑝𝑐1∗ ) + (𝑦2 − 𝑝𝑐2∗ ) + (𝑦3 − 𝑝𝑐3∗ ) + (𝑦4 − 𝑝𝑐4∗ )]

(16)

[(𝑦1 − 𝑝𝑐1∗ ) + (𝑦2 − 𝑝𝑐2∗ ) + (𝑦3 − 𝑝𝑐3∗ ) + (𝑦4 − 𝑝𝑐4∗ )]

(17)

𝛽 2 𝑤1 𝑤2 𝑤3 𝑤4
𝑤1 𝑤2 𝑤3 +𝑑12 𝛽𝑤1 𝑤2 𝑤4 +𝑑22 𝛽 2 𝑤1 𝑤3 𝑤4 +𝑑32 𝛽 3 𝑤2 𝑤3 𝑤4

(18)

As a preliminary to discussing these optional solutions, note that all model parameters are non-negative, including
a, d1, d2, and d3. Second, note that if the individual’s income in each and every period meets its desired consumption
expenditures, then the model’s constraint is not binding (i.e., λ = 0) and all consumption solutions are their optimal
targets. When this is not possible, the individual borrows, and the constraint is binding. To ensure a valid solution,
the sum of target expenditures must exceed the sum of income earned over all four time periods; that is, an individual’s
wants to exceed means to procure them. This implies that the term in square brackets on the right hand side of (13) is
positive, while the analogous terms in (14) – (17) are negative. That is, the decision maker tries, when making a
mistake, to exceed the target.
When interpreting the findings, note that the optimal time paths are characterized using consumption in a given
period, which are essentially dependent on whether target levels of expenditures outpace (or do not outpace) the
income earned in each time period. If this is the case, borrowing (saving) occurs and debt (assets) accumulates. As
such, there is a direct mapping between consumption in each period and an individual’s overall balance sheet and
income statements. From a methodological perspective, this link is crucial to generate testable hypotheses.
Neoclassical economic theory clearly posits consumption as the key choice variable of consumers. Yet data are rarely
available at the level of the individual consumer transaction. Instead empirically tracking changes in consumer balance
sheets and income statements, which cumulatively result from those individual consumption patterns is more feasible.
With this link, there is congruency between theory and any future empirical work based on the current model. The
theory can be discussed appropriately based on individual level decisions, with connections made to the cumulative
ramifications of those decisions, which become the focus of the empirical analysis.
III. Solution when F = 0, S = 0 (No Bankruptcy Filings)
As a baseline comparison, consider the situation where an individual files, or does not file, for bankruptcy.
First consider the case where S = F = 0. In that case d1 = 1 + r; d2 = (1+r)2; d3 = (1+r)3 and
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𝑎=

𝛽 2 𝑤1 𝑤2 𝑤3 𝑤4
𝑤1 𝑤2 𝑤3 +(1+𝑟)2 𝛽𝑤1 𝑤2 𝑤4 +(1+𝑟)4 𝛽 2 𝑤1 𝑤3 𝑤4 +(1+𝑟)6 𝛽 3 𝑤2 𝑤3 𝑤4

.

In all cases the solutions for (14) and (17) are smaller in magnitude than the general solution. This leads to an objective
that is smaller, and preferred, compared to the general solution. That is, spending is lower when bankruptcy is not an
option. Interestingly, the solution for fourth period consumption does not fall as much as the first three periods, mostly
because the individual cannot borrow further in this period and, if not declaring bankruptcy in the second period, is
repaying debt. Concomitantly, spending in all periods is higher than where the lifetime budget constraint is not
binding, and income equals target expenditures.
IV. Solution when F = 1, S = 0 (Second Period Bankruptcy Filing)
When an individual files in period 2, but does not file in period 3, d1 = 1 + r + ρ; d2 = (1+r+ρ)2; d3 = 0, and

𝑎=

𝛽 2 𝑤1 𝑤2 𝑤3 𝑤4
𝑤1 𝑤2 𝑤3 +(1+𝑟+𝜌)2 𝛽𝑤1 𝑤2 𝑤4 +(1+𝑟+𝜌)4 𝛽 2 𝑤1 𝑤3 𝑤4

.

Thus, consumption in the first period is its optimal target, and is lower than the general solution and the case where
no bankruptcy is filed in either period. The increase in the interest rates also have the effect of decreasing the
magnitude of the parameter a relative to the case when no bankruptcy is filed. That is, consumption in the final period
in this regime is lower than when the individual never files for bankruptcy. Consumption in the middle two periods
may increase or decrease relative to the case where no bankruptcy is filed. Under the case where F = 1 and S = 0, d1
and d2 are larger than the previous case (F = 0, S = 0), which increases second and third period consumption (relative
to the F = 0, S = 0 case). However, the magnitude of a is diminished. This is likely due to the fact that, as bankruptcy
leads to higher costs of borrowing, the individual may spend more in periods 2 and 3 to maintain spending at or above
target levels. However, consumption is reduced in other periods. The relative magnitudes of the effects is an empirical
issue and depends on other factors such as the weights which determine the decision maker’s relative preferences for
spending in specific periods. Overall the determination whether filing in period 2 leads to a better overall outcome for
the individual depends on the other model parameters, particularly those that favor or disfavor smoothing consumption
over time.
V. Solution when F = 1, S = 1 (Multiple Bankruptcy Filings)
When the individual declares bankruptcy multiple times, d 1 = 1 + 𝑟 + 𝜌 + 𝜙; d2 = 0; d3 = 0; and

𝑎=

𝛽 2 𝑤1 𝑤2 𝑤3 𝑤4
𝑤1 𝑤2 𝑤3 +(1+𝑟+𝜌+𝜙)2 𝛽𝑤1 𝑤2 𝑤4

.

This implies that consumption in the first and second periods are at their optimal targets (which improves the
individual’s objective to something closer to a true minimum), and is lower than the general solution, and the case
where no bankruptcy is filed in either period. Consumption in period 3 may be higher or lower than the no bankruptcy
case, as the value for d3, which governs extra consumption in period 3, increases. Interestingly, relative to the no
bankruptcy (F = 0, S = 0) case, the value for a may increase or decrease. Eliminating the terms d 2 and d3 from the
denominator of a makes the entire faction larger, while the extra interest rate based on the second period bankruptcy
filing makes d1 in the denominator of a larger, which reduces the magnitude of a. Consumption in period 4 may also
increase or decrease relative to the no bankruptcy case, depending on whether the fraction a increases or decreases;
that is whether the increase in interest rates on future consumption are more than offset by the discharge of debts in
an earlier period.
While the repeated bankruptcy filings are not unambiguously worse than never filing for bankruptcy or filing once
in the first period, they do create distortions in spending over time. More specifically, consumption in period 3 is
disproportionately increased much more (ceteris paribus) than in cases when an individual never files or only files
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once for bankruptcy. Similarly, consumption in the first two periods is much more likely to be sacrificed for later
consumption than in these other scenarios.
The results provide an interesting testable hypothesis to distinguish first time filers from those who are filing
repeatedly. Repeat filers should, relative to their incomes, present with much more skewed consumption patterns, and
evidence of much higher overspending at the time of filing, than individuals who have never filed for bankruptcy or
whom are filing for the first time. As a consequence, repeated filers should also present with more skewed debt
positions (relative to their incomes) at the time of filing as well.
VI. Solution when F = 0, S = 1 (Third Period Bankruptcy Filing)
When the individual declares bankruptcy only in the third period (or the second available opportunity),

d1 = 1 + 𝑟 + 𝜙; d2 = 0; d3 = 0; and 𝑎 =

𝛽 2 𝑤1 𝑤2 𝑤3 𝑤4
𝑤1 𝑤2 𝑤3 +(1+𝑟+𝜙)2 𝛽𝑤1 𝑤2 𝑤4

.

The optimal solutions for first and second period consumption is the same regardless of whether one files for
bankruptcy in both possible periods or merely the last opportunity. The value for d 1 is higher than the no bankruptcy
case, but smaller than the situation where the individual files for bankruptcy multiple times. Similarly, the value for
a may be higher or lower than the no bankruptcy case, but a is slightly smaller than when the individual files multiple
times. Thus, filing once, later in the individual’s decision problem does not automatically make the person better or
worse off. However, the distortions in consumption over the lifespan of the decision maker are slightly less skewed
than the situation where the person files multiple times.
The last set of results also present an interesting testable hypothesis. Those filers who are in the third quarter of
consumption and choose to file for bankruptcy for the first time should also have a more skewed consumption pattern
(as well as a more skewed balance sheet position), relative to their income, than those who are filing for the first time
and are in the second quarter of consumption. If one files to relieve their debts from current period consumption, this
implies that older consumers filing for bankruptcy protection for the first time should present to the court with higher
debts than younger, first time filers, but fewer debts than repeated filers, ceteris paribus.
VII. Hyperbolic Discounting
Of particular interest is whether individuals who have more or less weight geared towards a current time period
(i.e., “hyperbolic discounting”) exhibit particular consumption patterns. In general, a comprehensive assessment of
this issue is not feasible, as the relative nature of the decision weights, combined with their complex combinations in
the expression in the ratio a, prohibit a detailed explanation. As one of the decision weights approaches 1, the others
fall to zero, making the term a undefined. In other words, if the individual cares about only one period, the model
breaks down. However, there are several inferences that can be made in cases where combinations of decision weights
can generate well-defined outcomes or create marginal changes in consumption patterns.
First, a change in a decision weight has a direct effect on consumption in the period, as well as an indirect effect.
For example, consider w1, the weight given to first period consumption. An increase in w1 (say, from 0.25 to 0.26)
increases the denominator of the second term on the right hand side of (14), thereby increasing c 1. Concomitantly, an
increase in w1 also impacts the matrix a in an ambiguous fashion, which may impact both the solution for c 1 as well
as c2 through c4. The latter is ambiguous because as w1 increases, at least one other weight must be reduced to maintain
the properties of the weights (i.e., they are all on the unit interval and must sum to one). So additional weight placed
on period one consumption must be sacrificed by reduced weight on future consumption. Thus, what matters in
hyperbolic discounting is not so much whether it occurs, but how the opportunity costs of the extreme preferences for
consuming in a particular time period are distributed across the other time periods.
Second, consider the case where either F = 0, S = 1, or F = 1 and S = 1. If the individual declares bankruptcy at
least once, we know that d2 = d3 = 0. In that case, if either w3 or w4 (but not both) approach zero, then the matrix a
approaches zero, and consumption in each and every period approaches its target value. If the individual files for
bankruptcy in the third period, and gives very little decision weight to current or future consumption, the individual
will achieve her minimum objective value. But otherwise, consumption will generally exceed its target value. Also
note that this finding presumes that the individual does not place all of the decision weight solely on periods 1 and 2,
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but rather places positive weight on each. Otherwise, the ratio a is undefined and the solutions for consumption are
not determined.
VIII. Conclusions
This theoretical model provides several interesting hypotheses concerning the behavior of individuals and the
possible, subsequent submission of a bankruptcy filing petition. First, the theoretical model does not provide clear
guidance about whether, at the time of filing, an individual who is an initial or a repeat bankruptcy filer has an
unambiguously higher or lower amount of debt. This depends on the specific incomes, objectives weights, interest
rates, discount rates, and other model-specific parameters. However, the results do suggest that repeated filers, first
time filers (whether in the second or third quarter of their lives as consumers) and financially healthy individuals
should exhibit different (and possibly skewed) consumption and debt patterns, relative to incomes. Given the lack of
specific information concerning the differences (or, to a lesser extent, the rank ordering) in debt and consumption
patterns of these groups, this analysis suggests that future empirical research on this topic adopt a null hypothesis of
no differences in the debt characteristics between two more groups of filers. Rejecting this null hypothesis provides
information concerning which groups of consumers have higher/lower levels of debt and consumption patterns
(holding income and other relevant factors constant), as well as the empirical magnitudes of these differences, should
they exist.
The model also provides guidance for future empirical studies analyzing the determinants of repeated consumer
bankruptcy filings. Most importantly, future empirical studies should adopt parsimonious specifications to account for
idiosyncrasies across households. For example, while the theoretical model utilizes four distinct time periods, those
periods may, or may not, correspond with chronological time. The four periods may correspond to different, and
unequal, lengths of time based on the individual’s sociological status, career status, or family status. Hence, the
assumption that an individual aged 35 is automatically in the second quarter of their consumption lifespan, while
someone aged 75 is in the fourth quarter may be inappropriate. Similarly, the assumption that an individual who files
for bankruptcy is automatically in the second period of their consumption lifespan is inappropriate, as they may also
be in the third quarter. The assumption that individuals who file repeatedly for bankruptcy are in the third quarter of
the consumption lifespan is reasonable. In the same way, the assumption that an individual who files for bankruptcy
once is not in the first or fourth quarters of the consumption lifespan is reasonable.
While this model provides some interesting insights into consumer behaviors in the bankruptcy filing process, there
are also several limitations which could be addressed in future research. One limitation is the tradeoff between
parsimony and precision. The current model uses four periods, which do not automatically correspond to
chronological age. However, modelling consumer behaviors over a lifespan with a greater number of more narrowly
defined time periods may allow for inferences that do roughly correspond to chronological age. Second, greater
specificity in identifying the utility weights and target consumption values may provide more specific inferences about
the formation of conspicuous consumption and hyperbolic discounting that cannot be derived from this simple model.
Lastly, extending the current model to allow the consumer to acquire different types of debts, different types of assets
(which may or may not be exempted from the bankruptcy process), and have access to different methods of debt
resolution (i.e., filing under different chapters of the U.S. Bankruptcy Code) may allow for new inferences that have
yet to be identified in the empirical or theoretical literatures.

Endnote
1.

Chapter 7 filings allow for the liquidation of non-exempt assets to repay debts, while all other allowable debts are
discharged. Under a Chapter 13 filing, debtors may retain their assets, but instead must establish a repayment plan
lasting between 36-60 months to repay many, but not all, non-dischargeable debts. Approximately 80% of filings
occur under Chapter 7, and approximately 20% occur under Chapter 13. Because Chapter 7 allows the household
to discharge most of its debts immediately and begin reestablishing itself financially, many households prefer
filing under Chapter 7. Concomitantly, many creditors prefer that filing takes place under Chapter 13. To prevent
overuse of Chapter 7, the U.S. Bankruptcy Code requires any household filing under Chapter 7 to demonstrate
that (after controlling for household size and other related factors) that the household’s income is below the state
median; a criteria known as the “means test”. Filers who “pass” the means test are allowed to file under Chapter
7 because they are deemed “unable” to repay most or all of their debts. Filers who do not pass the means test, or
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who are ineligible to file under Chapter 7 due to a prior bankruptcy (or other related factors), are deemed “able”
to repay some or all of their debts, and will usually only have Chapter 13 as their bankruptcy option. See White
(2007a,b) and Hackney and Friesner (2015) for more details about means testing and chapter choice
determination.
2.

These last statements identify an important consideration. The goal of the model is to appropriately characterize
a complex decision process in a manner that generates inferences and/or testable hypotheses, does so using as few
unrealistic assumptions as possible, and is amenable to empirical testing using data sets drawn from a variety of
sources. Given these considerations, the authors intentionally chose to use a simple optimization model
operationalized in discrete time. While this methodological approach is a bit dated, it is accessible to the majority
of scholars working in the field and provides solutions that are easily interpreted. As such, the simpler, more dated
methodology was chosen over newer, more complex modelling methodologies.
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I.
Introduction:
Has Overpopulation Caused this Disaster?

Malthus maintained that pre-industrial societies differed in their degree of income inequality. Forager societies, on
modern evidence, seem to have been egalitarian in consumption. In such communities there was no land or capital to
own, while in settled agrarian societies as much as half of all income could derive from ownership of assets. Further
forager societies were typically characterized by a social ethic that mandated significant sharing. Thus, even the labour
income of successful hunters was taxed by the less successful. In the Malthusian model, the fixed factor is land. The
second key component is a population growth function that is an increasing function of per capita consumption. These
two elements ensure that the steady state is characterized by a constant living standard even when there is technological
change. However the most significant element of Malthusian theories was that he maintained that living standards
were determined by fertility and mortality so that the only way living standards could be higher would be because
either mortality rates were greater at a given real income, or fertility was lower. This has relevance today as the rate
of change of population growth has been accompanied by climate change and environmental damage according to
Holden and Erlich1.
Resource intensity and waste intensity can lead to adverse environmental impacts both in developed and
developing countries. The former tends to consume resources faster than resource regeneration, while the latter in the
rush to improve living standards, become higher polluters using inexpensive but inefficient technologies. Effects on
public health through unclean water, poor sanitation and air pollution cause increasing mortality, while issues of food
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supply, freshwater and sea pollution are leading to losses of arable land estimated at 2/3 of North America. Perhaps
this is the reason leading to wet markets which have been the source of Covid19.
As population pressures lead to demand for forest building products, wood for heating or even just arable or
habitable land, demand exceeds consumption for forest products by 25%. Apart from biodiversity effects with 2/3 of
the world’s species in decline, warming due to greenhouse gas emissions attributed to fossil fuels is blamed for
increasingly severe weather events. For instance, low Arctic Ice is blamed for intensely cold conditions on the east
coast of the USA and droughts on the west. This article examines arguments for and against population controls as
well as attempts to formalize its effects. Even Malthus maintained that laws of necessity would preclude population
increasing beyond its food resources, but he did not live in an age where globalization allows highly populated
countries to acquire the food and water resources of other nations through free market mechanisms. Also ignored is
that the most populated country in the world may consume wildlife and unclean food products leading to the greatest
pandemic since the Bubonic Plague.
There are world odometers which give a second by second account of births and deaths throughout the world2.
Population in the world is currently (2020) growing at a rate of around 1.05% per year (down from 1.08% in 2019,
1.10% in 2018, and 1.12% in 2017). The current average population increase is estimated at 81 million people per
year.
Annual growth rate reached its peak in the late 1960s, when it was at around 2%. The rate of increase has nearly
halved since then and will continue to decline in the coming years.
World population will therefore continue to grow in the 21st century, but at a much slower rate compared to the recent
past. World population has doubled (100% increase) in 40 years from 1959 (3 billion) to 1999 (6 billion). It is now
estimated that it will take another nearly 40 years to increase by another 50% to become 9 billion by 2037.
The latest world population projections indicate that world population will reach 10 billion persons in the year
2057. Claiming the world is overpopulation is based on poverty indices, water and food projected shortages and
environmental degradation. Overpopulation is an undesirable condition where the number of existing human
population exceeds the carrying capacity of Earth. Overpopulation is caused by number of factors. Reduced mortality
rate, better medical facilities, depletion of precious resources are few of the causes which results in overpopulation. It
is possible for a sparsely populated area to become densely populated if it is not able to sustain life. Various factors
have been cited as the causes of overpopulation.
Decline in the Death Rate is often cited as the root of overpopulation is the difference between the overall birth
rate and death rate in populations. If the number of children born each year equals the number of adults that die, then
the population will stabilize. Talking about overpopulation shows that while there are many factors that can increase
the death rate for short periods of time, the ones that increase the birth rate do so over a long period of time. The
discovery of agriculture by our ancestors was one factor that provided them with the ability to sustain their nutrition
without hunting. This created the first imbalance between the two rates.
Better Medical Facilities followed the industrial revolution. Technological advancement was perhaps the biggest
reason why the balance has been permanently disturbed. Science was able to produce better means of producing food,
which allowed families to feed more mouths. Medical science made many discoveries thanks to which they were able
to defeat a whole range of diseases. Illnesses that had claimed thousands of lives till now were cured because of the
invention of vaccines. Combining the increase in food supply with fewer means of mortality tipped the balance and
became the starting point of overpopulation.
Cultural belief systems that more hands overcome poverty. When talking about overpopulation we should
understand that there is a psychological component as well. For thousands of years, only a minority had enough money
to live in comfort. The rest faced poverty and would give birth to large families to make up for the high infant mortality
rate. Families that have been through poverty, natural disasters or are simply in need of more hands to work are a
major factor for overpopulation. As compared to earlier times, most of these extra children survive and consume
resources that are not sufficient in nature.
Technological Advancement in Fertility Treatment. With latest technological advancement and more discoveries
in medical science, it has become possible for couple who are unable to conceive to undergo fertility treatment methods
and have their own babies. Today there are effective medicines which can increases the chance of conception and lead
to rise in birth rate. Moreover, due to modern techniques pregnancies today are far safer.
Immigration: Many people prefer to move to developed countries like US, UK, Canada, and Australia where best
facilities are available in terms of medical, education, security, and employment. The result is that those people settle
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over there and those places become overcrowded. Difference between the number of people who are leaving the
country and the number of people who enter narrows down which leads to more demand for food, clothes, energy,
and homes. This gives rise to shortage of resources. Though the overall population remains the same, it just affects
the density of population making that place simply overcrowded.
Lack of Family Planning: Most developing nations have large number of people who are illiterate, live below the
poverty line and have little or no knowledge about family planning. Getting their children married at an early age
increase the chances of producing more kids. Those people are unable to understand the harmful effects of
overpopulation and lack of ignorance prompts them to avoid family planning measures.
II. What are the Known Side Effects of Overpopulation?
Many people (including national leaders) worry that population growth depletes resources and can trigger social
or economic catastrophe if it is not contained. As discussed in the preceding section, most of the projected population
growth during this century will take place in developing nations. These countries have faced many challenges in recent
decades, including low levels of education, poor health standards, poverty, scarce housing, natural resource depletion,
wars, and economic and political domination by other countries. In Sub-Saharan Africa industrial development has
stalled and most workers still make a living from subsistence agriculture.
Countries in this situation generally have devoted less energy to addressing environmental issues than their
wealthier neighbours, so these problems have intensified. Especially in the poorest countries, therefore, future
population growth is likely to make environmental deterioration worse (although it does not automatically follow that
countries with low population growth rates will have cleaner environments).
Societies' environmental impacts take two major forms. First, we consume resources such as land, food, water,
soils, and services from healthy ecosystems, such as water filtration through wetlands. (For more on ecosystem
services, see Unit 9, "Biodiversity Decline.") Over-consumption uses up or severely depletes supplies of nonrenewable resources, such as fossil fuels, and depletes renewable resources such as fisheries and forests if we use them
up faster than they can replenish themselves.
Depletion of Natural Resources: The effects of overpopulation are quite severe. The first of these is the depletion
of resources. The Earth can only produce a limited amount of water and food, which is falling short of the current
needs. Most of the environmental damage being seen in the last fifty odd years is because of the growing number of
people on the planet. They are cutting down forests, hunting wildlife in a reckless manner, causing pollution and
creating a host of problems. Those engaged in talking about overpopulation have noticed that acts of violence and
aggression outside of a war zone have increased tremendously while competing for resources.
Environmental Degradation - With the overuse of coal, oil, and natural gas, it has started producing some serious
effects on our environment. Rise in the number of vehicles and industries have adversely affected the quality of air.
Rise in amount of CO2 emissions leads to global warming. Melting of polar ice caps, changing climate patterns, rise
in sea level are few of the consequences that we might we have to face due to environment pollution.
Conflicts and Wars: Overpopulation in developing countries puts a major strain on the resources it should be
utilizing for development. Conflicts over water are becoming a source of tension between countries, which could result
in wars. It causes more diseases to spread and makes them harder to control. Starvation in some counties and poverty
is the biggest hallmark we see when talking about overpopulation.
Rise in Unemployment: When a country becomes overpopulated, it gives rise to unemployment as there are fewer
jobs to support large number of people. And the control of pandemics has precipitated the world into a recession that
could exceed any in the last 100 years.
High Cost of Living: As difference between demand and supply continues to expand due to overpopulation, it raises
the prices of various commodities including food, shelter, and healthcare.
III.

Past Theories Regarding Population Growth

In 1798 Malthus published anonymously the first edition of An Essay on the Principle of Population as It Affects the
Future Improvement of Society, with Remarks on the Speculations of Mr. Godwin, M. Condorcet, and Other Writers.
The work received wide notice. Briefly, crudely, yet strikingly, Malthus argued that infinite human hopes for social
happiness must be vain, for population will always tend to outrun the growth of production. The increase of population
will take place, if unchecked, in a geometric progression, while the means of subsistence will increase in only an
arithmetic progression. Population will always expand to the limit of subsistence. Only “vice” (including “the
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commission of war”), “misery” (including famine or want of food and ill health), and “moral restraint” (i.e.,
abstinence) could check this excessive growth.
Malthusian models all have the following form:

P0 = P (0) is the initial population size,
r = the population growth rate, sometimes called Malthusian parameter,
t = time.
This model is often referred to as the exponential law. It is widely regarded in the field of population ecology as
the first principle of population dynamics, with Malthus as the founder. The exponential law is therefore also
sometimes referred to as the Malthusian Law. It is generally acknowledged that populations cannot grow indefinitely.
This has caused Malthus and many others to postulate that this growth would continue until checked by widespread
hunger and famine. Joel E. Cohen (1995)3 has stated however that the simplicity of the model makes it useful for
short-term predictions, but not of much use for predictions beyond 10 or 20 years.
As a result of its limits and during a debate between Barry Commoner 4, Paul R. Ehrlich and John Holdren5 in the
1970s, an alternative theory was developed, summarised in the following equation.

I = P × A × T

Human Impact (I) on the environment equals the product of P= Population, A= Affluence, T= Technology. This
describes how our growing population, affluence, and technology contribute toward our environmental impact.
An expanded version of the IPAT equation separates technology into two factors: resource-intensity (how many
resources are used to produce each unit of consumption) and waste-intensity (how much waste each unit of
consumption generates), and also considers the sensitivity of the environment.
In the I=PAT equation, the variable P represents the population of an area, such as the world. Since the rise of
industrial societies, human population has been increasing exponentially. The United Nations and the US Census
Bureau project that world population will increase from 7.0 billion today to about 9.2 billion by 2050.
These projections take into consideration that population growth has slowed in recent years as women are having
fewer children. This phenomenon is believed to be a result of demographic transition in developed nations. As a result,
the UN believes that human population might stabilize around 9 billion by 2100. However, since the world population
is set to keep rising for the next few decades, this factor of the I=PAT equation will likely keep increasing human
impact on the environment for the near future.
An advance was the Kaya identity. The I=PAT equation has been criticized for being too simplistic by assuming
that P, A, and T are independent of each other. In reality, at least 7 interdependencies between P, A, and T could exist,
indicating that it is more correct to rewrite the equation as I = f (P, A, T). For example, a doubling of technological
efficiency, or equivalently a reduction of the T-factor by 50%, does not necessarily reduce the environmental impact
(I) by 50% if efficiency induced price reductions stimulate additional consumption of the resource that was supposed
to be conserved, a phenomenon called the rebound effect (conservation) or Jevons Paradox 6.
As a result of the interdependencies between P, A, and T and potential rebound effects, policies aimed at decreasing
environmental impacts through reductions in P, A, and T may not only be very difficult to implement (i.e., population
control and material sufficiency and degrowth movements have been very controversial) but also are likely to be rather
ineffective compared to rationing (i.e., quotas) or Pigouvian taxation of resource use or pollution 7.
As a result of the need to quantify the effect of population growth and environmental pollution, the Kaya identity
was developed8.
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Where F is global CO2 emissions from human sources; P is global population; G is world GDP; E is global energy
consumption. Increased consumption significantly increases human environmental impact. This is because each
product consumed has wide ranging effects on the environment. For example, if the construction of a car had the
following environmental impacts among others:
•

605,664 gallons of water for parts and tires,

•

682 lbs. of pollution at a mine for the lead battery,

•

2178 lbs. of discharge into water supply for the 22 lbs. of copper contained in the car.

then the more cars per capita, the greater the impact. Since the ecological impacts of each product are so far reaching,
increases in consumption quickly result in large impacts on the environment.
Current data on emissions post Covid19.Since countries went into lockdown and stopped overseas flights, tourist
ships, and domestic car and plane travel, it appears that despite world overpopulation, there has been a reduction in
emissions while so far no effect on water or food – but the final impact will be on the economy and living standards
through induced unemployment. For instance, in Europe emissions have fallen by 39%, by 25% in China and overall,
2,000m tonnes of CO2. The effect on water resources is really a matter for each country which has the choice matrix
of dams, and desalination.

IV.

Unanswered Questions Now Arising from Covid 19

The most critical question is whether there is a relationship between changes in food dependency and wet markets
in China? Overpopulation leads to globalization and changes in import dependency – prediction of future depends on
whether governments panicked, leading to increased prices – a strange twist is the imposition of an 80% tariff on
Australian barley and the claims of dumping of wines by China which appears a blatant use of global markets for
political means as China objects to Australia’s alliance with the USA and our demands for an inquiry into Covid19.
As regards food shortages, cereal stock levels are twice as high as high as normal – and home confinement has
produced surpluses in some areas - e.g. fish in France, avocados in Australia, milk in Canada9.
Summarizing the points raised so far• Is the world overpopulated? How do you define overpopulation?
• What are the causes of overpopulation?
• Does the world need population controls? If so, is it due to inability of all or some countries to provide
satisfactory food, water, and shelter, while reducing any adverse environmental effects which could destroy
the planet? Are the principal impacts of population growth on the environment due to factors such as reliance
on fossil fuels, or chemicals which lead to unacceptable pollution levels of oceans and soils?
• If each nation cannot feed their population are the causes lack of arable land and water, or corruption or
outside nations?
• Should we allow any nation that cannot support and maintain stainable population levels to purchase the
arable land of other nations and should a nation prohibit or constrain purchases of arable land and water by
other nations using regulation?
• Should the world mandate population controls or should we use more subtle methods such as family planning
education and empower women through education?
• Have such planning controls ever worked or just produced imbalances in genders such as in China?
• Are population controls less important than mandating for sustainable energy production and controlling
adverse environmental impacts such as pollution and emission.
• Did the world think globalisation would solve overpopulation? – the answer currently appears to be NO! in
• view of failure to eradicate practices leading to PANDEMICS.
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What Caused the Pandemic Covid 19?

Some have suggested globalization involving unfettered trade and travel enabled the rapid spread of the virus as
well as Chinese expansionism in many countries so that by subsidizing manufacturing they out competed nations’
industries making them dependent on cheaper Chinese goods and insisting on Chinese workers and eventually
ownership of the means of production.
Other factors could include the failure to educate populations about eating habits, the tradition of wet markets, the
lack of refrigeration and sanitation and the preference for fresh meats. However notably was the lack of cooperating
of China with other countries in early warning systems and investigating the cause of the pandemic, as well as its
domination of the World Health Organization.
Are Wet markets to blame?
• Wet markets are fresh food markets — where people can buy fruits and vegetables and sometimes seafood
and meat — they are popular in many places around the world. But "wet markets" are unique to Asian
countries. In some of these places, fish, poultry, snakes, and other animals are slaughtered on site. Sometimes
there are more exotic wild animals — like hedgehogs and rabbits — for sale, too.
• They are called wet markets because they always have wet floors from the continually melting blocks of ice
used to keep seafood fresh. Stall keepers also clean their areas by continually spraying them down with water,
according to the Singapore National Heritage Society.
• Authorities say COVID-19, Global deaths from COVID-19 passed 776,000 in mid-August, according to
the Johns Hopkins University Coronavirus Resource Center. The new coronavirus has been linked to a wet
market in Wuhan, China. Local media outlets reported that the market also sold snakes, marmots, monkeys,
and other animals. This sparked concerns that the virus was transmitted from animals to humans.
• A fall 2019 study in the journal Agriculture and Human Values found that wet markets "create a sense of
freshness that resonates with this culinary culture through their sensoria, atmosphere, and trust between food
vendors and consumers."
• Home refrigeration has only become widespread in recent years in China, The Guardian reports. Although
people in urban areas have refrigerators, many in rural and low-income areas do not. So, for practical reasons,
it is easier to buy fresh meat that can be prepared immediately.
• Plus, some of those who were raised to cook and eat this way say the taste is superior.
• "Freshly killed hens are much better than frozen meat in supermarkets, if you want to make perfect chicken
soup," a 60-year-old woman named Ran told Bloomberg while shopping at a Chinese wet market. "The flavor
is richer."
• Researchers have highlighted the lower prices, greater freshness of food, negotiation opportunities, and social
interaction spaces as key reasons for the persistence of wet markets. persistence of wet markets has also been
attributed to "culinary traditions that call for freshly slaughtered meat and fish as opposed to frozen meats".
• In developing countries with agriculture-based economies, fresh meat is mainly distributed through
traditional wet markets or meat stalls. Wet markets selling fresh meat are often attached to or located near
slaughter facilities.
•
Due to unhygienic sanitation standards and the connection to the spread of zoonoses and pandemics, critics
have grouped wet markets that hold live animals together with factory farming as major health hazards in
China and across the world.
Origins of Pandemics
There have been eight pandemics since 1957 all of which originated in China –– where wet markets are an
extremely popular source of food. These pandemics occurred in 1957-8 (H2N2); 1968-9 (H3N2); 1997-2004 (H5N1);
2003 (SARS); 2006 (Bird Flu); 2009 (Swine Flu); 2013 (Porcine Pestivirus) and 2019 (Covid19).
One solution is to ban wet markets – but banning takes no account of the dependency on wild animals for food in
some countries such as Africa. On the other hand, if the origins of disease are from China, then an international push
is necessary for sanitation and banning of sale of some wildlife where the motivation is to display wealth or from
curiosity. If sanitation standards are not maintained, wet markets can spread disease.
Those that carry live animals and wildlife are at especially high risk of transmitting zoonoses. Because of the
openness, newly introduced animals may come in direct contact with salesclerks, butchers, and customers or to other
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animals which they would never interact with in the wild. This may allow for some animals to act as intermediate
hosts, helping a disease spread.
VI.

Is a New Economic Model as a Long-Term Solution to Preventing
Adverse Effects from Overpopulation

The model proposed and tested by the author in numerous papers 10 is described below:
G = f (S, S, S, C, C) = f (R) = f (D, FDI, K, A)

(1)

Where safety (S), stability (S), structure (S), convenience (C) and confidence (C) are a function of how
economic resources (R) are allocated and may require deficit spending (D), direct foreign investment (FDI),
private capital formation and borrowings, (K) and foreign aid (A).
The optimum mix of direct and indirect public ownership, where the latter is defined by ownership by pension
or mutual funds or employee share ownership plans, can be seen as dependent on simultaneous design of the
regulatory model and the industry structure, as well as the stage of development of the legal infrastructure. The
first two factors of M and C will both influence, and be dependent on, the stage of social development more than
L, which has a closer tie to the stage of economic development. This could be expressed as,
The Optimum Ownership Mix or O = M.C (Y2). L (Y1)

(2)

The type of ownership structure, whether a PPP (public private partnership), PFI (Public Finance Initiative) or
a privatisation, as well as the timing and valuation method is influenced by the E factor – the stage of managerial
expertise, organizational structure and processes – as well as by the P factor. The E factor influences and is
dependent on social development while the political system, the P factor, has a closer relationship with the stage
of economic development. Another way of expressing this is,
The Optimum Ttype of Ownership Structure or T= E (Y2). P (Y1)

(3)

The purpose of attempting to capture these factors and variables in mathematical form is to facilitate future
research. This new Economic model is a long-term solution to preventing adverse effects from overpopulation
works in the following ways.
Social Development
It is postulated that in the above model Social Development, or Y 2, may decrease then increase as M, C and E
change. This is due to the initial effects of deregulation of protective measures on an industry, and the time lag
before learning effects of change kick in and prudential supervision increases in strength to compensate for the
reduction in protective measures. The resulting increase in social development may be at a decreasing rate as
decreasing returns to scale of M and C are experienced, as the regulatory model and market structure may become
burdensome, clogged and lead to obstacles. This requires input from factors affecting economic development.
The political and legal systems must allow feedback so that as social development occurs, more reliance can
be made on self-regulatory market mechanisms. Hence the regulatory model and performance of the market
structure will require continual monitoring. Development of the E factor will contribute to more effective
prudential supervision through enhanced skill levels both within the regulator, the marketplace, and the entities
subject to changed ownership.
Economic Development
Economic Development or Y1 may increase at a decreasing rate as efficiencies are realized or could display a
Cobb Douglas pattern due to the political system not adapting quickly to sectoral imbalances, particularly in the
supply of human capital. Alternatively, it could be due to the failure to adjust the legal infrastructure as the quality
of human capital increases, which is a sequencing problem. If economic development is uneven, this could
promote political instability, which in turn affects resource allocation. This would be most evident in failure to
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assess and adjust social development policies according to our allocated priorities of M, C, and E.
The implications of this theory, or choice matrix, are that it is vital to assess the stage of P, E, L, M and C – the
political system, human capital, legal infrastructure and the regulatory models governing the financial system and
industry - before choosing the ownership structure as well as timing and valuation methods and,
That the design of M, the regulatory model governing the financial system, is a starting point which must take
account of the type of existing, and desired market structure, i.e. C, as well as the calibre of E;
VII.
Conclusion:
Necessary Changes to Borrowing from the World Bank,
WHO and Other International Institutions
It is obvious that now is the time for compliance checks and balances. The new economic model shows that
entry to the World Trade organization, and borrowing from the World Bank should be made subjective to the
development of an appropriate path to a modern economy that can protect its citizens, and grant them the freedom
of speech, assembly and democracy. Without such checks and balances the entire world economy and health of
its populations are put at risk.
China’s expansion has been financed by a massive increase in borrowings from the World Bank but with no
assurances to the lender that essential reforms will be made. Allowing China all the privileges of globalisation
without ensuring basic rights to dignity and freedom has resulted in a pandemic that could ultimately destroy
mankind. Even if we conquer this one what assurances without substantial economic and political reforms has
the world received that this would never happen again?
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I.

Introduction

The Covid-19 is an ongoing serious respiratory disease caused by Severe Acute Respiratory Syndrome Coronavirus2 (SARS-Cov-2). The first outbreak of this diseases was confirmed on December 29, 2019 as four cases were reported
and these were traced to Huanan Seafood Market, Hubei Province of China (Shang, Yang, Rao & Rao, 2020; Evans,
2020). The new virus SARS-Cov-2 is a member of sub-family of ℬ-corona virus. The SARS-Cov-2 infection have
symptoms like high fever, fatigue, dry cough and sore throat, and in severe cases, pneumonia, acute shortness of breath
and kidney failure (di Mauro Gabriella, et.al. 2020). It has been witnessed that it spreads from human to human and
maintaining good hygiene can prevent it (Deng & Peng ,2020; Evans, 2020). The United States of America is worst
affected country due to Covid-19 pandemic and India is not untouched of it. The total confirmed cases are 1,933,560
in USA and 2,66,598 in India on June, 09, 2020 as per the data from world health organization Covid-19 dashboard.
The worst affected state in India is Maharashtra. This outbreak of Covid-19 has crippled the socio-economic
development over the globe and its ill effects can also be seen in India.
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II.

Comparison with USA and Brazil

Corona virus has grown slowly in India, but now it has outstripped Russia to be at third place in total number of
infections after the USA and Brazil. The world’s second most populous country may be its next hotspot (Alluri, A.
and Nazmi, S., 2020). On July 10, the four globe countries USA, Brazil India and South Africa contributed 66.32
percent of global cases. In a month from May 11 to June 10, the growth rate of infection in USA was 81.1 percent.
Brazil’s growth rate of infection was 69.8 percent and India’s cases have grown at 147.4 percent over the same time
period. So, India has much steeper infection growth rate as compared to USA and Brazil (Bagaria, A., 2020). India’s
healing charge of Covid -19 instances is an awful lot better than USA and Brazil. The healing charge in India is 60
percent that's some distance beforehand of US, wherein the healing rate is handiest 27 percentage. India’s death rate
of Covid -19 cases is very low as compared to United States and Brazil. In absolute numbers it is eighth in tally
however in step with millions of populaces it is very low. It has pronounced 14.7 deaths in step with million up to 9 th
July, 2020; that’s tons decrease than that of 305 deaths according to million in Brazil and 392 deaths in step with
million deaths in United States (Alluri, A. and Nazmi, S., 2020).
III.
Primary Sector
Agriculture & Allied Sector
The impact of Covid-19 can be traced with the contraction of demand for many food commodities. The FAO’s (Food
& Agriculture Organization) Food Price Index was averaged at 165.5 points in April 2020 which was 3 percent lower
than the previous year of 2019. The restriction on labour mobility across the nations during Covid-19 has compromised
with the agriculture tasks. If these tasks are not performed well in time, the crop harvest may be lost, and planting
cannot be done. This is creating a challenge for food security due to loss of food production. The shortage of labour
and restrictions on agriculture products have reduced the return on investment of the farmers. The fear of transmission
of virus has led to wastage of harvested commodities especially those are perishable such as fruits and vegetables
(Arumugum, Kanagavalli & Manida, 2020). The shortage of fertilizers, pesticides and herbicides, veterinary medicines
and farm equipment are going to affect the production processes. The closure of restaurants, hotels and other eating
points have resulted in lesser demand for fruits and vegetables, poultry and fisheries products. The demand for milk has
been reduced. The poultry farmers are also affected due to misconception of spreading of virus by chickens. This is
affecting both buyers and suppliers (Dev, M. and Sengupta, 2020).
Petroleum & Oil
The price of crude oil has dropped in an unexpected way. With the announcement of Covid-19 outbreak by Chinese
authorities, the prices of oil and natural gases has fallen to record lows. Crude oil was at $ 55 per barrel, down 20% in
the month of February (Chaudhary, S. ,2020). The oil demand by world’s third largest consumer has tumbled by 70%.
After the imposition of third lockdown, the 60% of decline is anticipated in the consumption of gasoline as compared
to last year and 40% of slump in the use of diesel. The shutdown is turning as a catastrophe for the oil industry (Sundria
& Chakraborty, 2020). The crumple has forced the oil industry to slash their operation by half. The oil and gas
companies want govt. to defer taxes for next couple of quarters as a relief, which will help the domestic production to
bounce back. The association of oil and gas operators (AOGO) has demanded reduction in cess, royalty, profit
petroleum, unrestricted marketing and pricing freedom for both oil and gas (Chaudhary, S. ,2020). The international
energy agency (IEA) said that the pandemic Covid-19 will wipe out the demand for fossil fuels and it will trigger the
development of renewable and clean energy resources. This will help out to erase the problem of carbon emission and
it will pave the path to green energy (Birol, F., 2020). The growth of renewable energy is anticipated by 5% in this
year despite of global crisis. This will encourage fossil fuel companies to divert their goals to produce clean energy.
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Secondary Sector
Manufacturing Industry

Earlier Indian economy was agrarian economy as it constituted major portion of the GDP. It showed transition from
agrarian to service-based economy. Most of the economists are of the opinion that without growth of manufacturing
sector Indian economy cannot develop at a pace with other economies of the world (Mehta & Rajan, 2017). The rapid
growth of manufacturing sector can enhance the prospects of India and can create more suitable jobs for skilled and
semiskilled-workers (Kapoor, 2014). India’s core sector output has shown a reverse trend and it has contracted to 6.5
% in March; a sharp reversal from 7.2% growth in February. Cement production contracted 24.7%, steel 13% and
electricity 7.2% during the month of March. It was the only coal sector that grew 4%. India’s manufacturing Purchasing
Manager’s Index (PMI) slowed down to 27.4 in April from 51.8 in March. It is the lowest in past 15 years and it is a
steep contraction. The nation-wide lockdown and closure of manufacturing units is credited for this contraction. The
automobile witnessed no local sales in the month of April (Suneja, K., 2020). Now India has entered into lockdown
stage-4 (May 18-31). As per the report of CRISIL the spread of virus and lockdowns and restrictions have similar
impact on states during first and second phase of lockdown but in third and fourth phase are going to hit them different
Table I
States
Maharashtra, Tamil Nadu and Gujarat
Andhra Pradesh, Rajasthan and Uttar Pradesh
Andhra Pradesh, West Bengal & Tamil Nadu
Data Source: CRISIL India Report

V.

Cause of Vulnerability
Industrial Output Losses
High Debt Ratio (Financial Vulnerability)
Job Losses of Informal Workforce

Tertiary Sector
Finance Sector

In the view of global pandemic Covid-19 financial markets are highly volatile and may remain for a time. The sharp
liquidity shifts and unanticipated decrease in demand have put the challenges for the firms operating in the market.
The debt market is in the turbulent condition. The decline in the net asset value (NAV) of debt mutual funds, liquid
funds and ultra-short duration funds have put the investors in perplexed state (Dev, M. and Sengupta, 2020). The
overseas investors (FPIs) are flying back due to safety of dollar backed assets and it has led to sharp downfall in the
Indian Market. From the Figure 1, we can analyse that March was the tightest liquidity period in India followed by
May (NSDL, 2020).
The Indian overseas direct investment (ODI) plunged 62% to US$ 976.14 million as per the data of RBI. This fall is
attributed to Covid-19 pandemic which put all activities all around the world on a halt. The investment made by Indian
firms in March ,2020 was US Dollar 2.70 billion. Out of total investment, Indian companies invested US Dollar 586.42
in the form of loans, US Dollar 230.81 million in the form of equity infusion and US Dollar 158.91 in the form of
guarantee issues. As per the RBI, this data is subject to change on the reporting of banks (Financial Express, May 2,
2020).
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Figure 1.
Monthly FPI/ FII Investments ( Calender Year - 2020
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The RBI has announced that the limit for way and means of advances (WMA) is 2,00,000 crores for the first half of
financial year (April 2020-September 2020) to tackle the situation arising from the pandemic Covid-19 (RBI, 2020).
To ease the financial stress, the term-loan mortarium has been extended till August, 31,2020. In this context, again
three months extension has been granted. To ease the financial stress of states, a relaxation has been given in the rules
for withdrawal from consolidated sinking funds (CSF). The states can redeem 45% of their market borrowings, due in
2020-21(Das, S., 2020).
Education
Covid-19 pandemic has affected every sector all around the world. The education sector is one of them. Most of the
nations have temporarily closed their educational institutions to prevent the spread of Covid-19 pandemic. These
countrywide closures are affecting 70% of the student’s education across the globe. The India has got the same
situation. It has affected total 3,30,713,810 learners from pre-primary level to tertiary level shown in the Figure 2.
(UNESCO, 2020). The Covid-19 has far reaching effect on higher education in India. The entrance tests for medical
education, engineering and architecture has been delayed. Students are in the state of confusion about their eligibility
(Lekhaka, 2020). But on the positive side; the students going abroad for higher education will decline and Indian
Institution may look for an opportunity. The students may look top Indian institution as an alternative for foreign
institutions (Kumar, C. Raj and Chaulia, S., 2020; Lekhaka, 2020). Covid-19 has emerged as a catalyst for bringing
changes in educational system through innovation and going for digitization. But this digitization heavily depends up
on the resources and high quality of digital access (Tam, Gloria and Azar-El, Diana, 2020). The online education has
become a new age education in this pandemic. But there are some challenges in the online education which can be
resolved only active participation of state governments, central government and active stakeholders. If we look in to
the picture of India’s online education, then we find that this segment is going to take a leap from $247 million in 2016
to approximately $1.96 billion by the end of 2021 There is an estimation of increase in enrolled numbers of online
leaners from 1.6 million in 2016 to 9.6 million by the end of 2021. Indians are at second place for massive open online
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courses (MOOC) like Coursera. Government initiatives like SWAYAM, E-Pathshaala, E-Basta etc. are extending the
spread of online education (Mehra, S., 2020). This is all possible through radical changes in technology which can
provide better digital access (Tam, Gloria and Azar-El, Diana, 2020;

Figure 2.
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Travel and Tourism
The unprecedented health and economic crisis have badly hit the tourism. There is a fall of 22% in international
tourist arrivals during the first quarter of the year and this crisis may lead to decline of 60-80% annually when
compared with year 2019, as per the latest data from United Nations World Tourism Organization (UNWTO).
According to Flightradar24 website (tracks flights globally), the number of commercial flights per day reduced from
1,00,000 in January and February in this year to around 29400 in April.
If we talk about India, there is a decline in tourist arrivals in the month of March 2020 in comparison to March, 2019.
This sharp decline is attributed to outbreak of Covid-19, lockdown and restrictions on means of transportation. It is
going to put pressure on the jobs of persons associated with tourism industry. According to the assessment of Centre
for Asia Pacific Aviation (CAPA), the Indian aviation industry is going to have a loss of approximately worth of
rupees 4 billion in this year. CMIE’s Consumer Pyramid Household Survey estimates that travel and tourism accounts
for 5% of the Indian employment (nearly 20 million jobs) and this section is under distress (Dev, M. and Sengupta,
2020). The cycle of tourism has been wiped by this Covid-19 pandemic. The World Travel and Tourism Council
(WTTC) has estimated more than 100 million job losses due to this pandemic. The situation seems to be worst in Asia
region, in which India is witnessing the loss of jobs in travel and tourism (WTTC, 2020).
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Figure 3.
International Tourist Arrivals YTD Change

%

10
1.3

-10

Januar
y

Februar
y
-6.6

Marc
h

-20
-30
-40
-50
-60
-70

-66.4
Country Montly

Source: UNWT

Global Business & Economics Anthology, Volume II, December 2020

Figure 4.
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Figure 5.
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Pharmaceutical Industry
India is among top ten formulation drug exporters in the world. The domestic pharma industry is dependent on the
import of bulk of drugs i.e. active pharmaceutical ingredients (API) from other nations. India imports almost 70% of
the API from China and rest from other nations. The outbreak of Covid-19 has put disruptions and unexpected price
increase on the imports (Economic Times Markets News March 5, 2020). It has hit the pharma industry badly. As per
the data of Pharmaceutical Export Promotion Council (Pharmexcil), the prices of some drugs such as ‘montelukast
sodium’ (anti-asthma drug), paracetamol, vitamins and penicillin have increased 40-50 %. According to the data, 57
APIs may go out of stock if lockdown continues (Thacker, T., 2020). The pharma sector has done well in the first
three quarters of the financial year 20, but it has witnessed growth rate of 7.7 percent and -23.24 in February and March
respectively and resulted in negative growth of -2.97 growth in fourth quarter. The Covid-19 has put impact on exports.
The estimated export has been brought down to $20.58 billion with an overall growth rate of 7.7 % instead of doble
digit growth rate. To combat the unexpected situation in the near future the Indian govt. has decided to develop three
mega bulk drug parks in partnership with sates and it would give 1000 crore as grant-in-aid to develop each drug park
(The Economic Times, May, 8, 2020).
IV. Domestic Violence
Domestic violence is any physical, psychological and sexual abuse against intimate partner. It may take the form of
assault and mustering, sexual assault, marital rape, chasing, harassment and other offenses such as wilful and malicious
destruction of property and periling of minors. Domestic violence has increased during the lock down period of Covid19. As per the data obtained from national commission for women (NCW), there were 69 cases of domestic violence,
77 cases under the right to have life with dignity, 15 cases of married women harassment at their homes, 13 cases of
rape/ attempted rape and two deaths. The number of cases of domestic violence were 30, that of having life with
dignity were 35 and of harassment of married women were 13, in the week prior to the lockdown. This is because
either woman is not able to file the complaint in the lockdown or they do not want to approach police because their
husband is released from detention after couple of days and they are feeing unsecure again (Roy, Isha; The Indian
Express, April, 03, 2020). The cases of domestic violence are on a wave during this pandemic. A total of 727 cases of
domestic violence has been reported across the country during lockdown period, according to the data of national legal
services authority (NALSA). The maximum cases were reported from Uttarakhand (144), followed by Haryana (79),
Delhi (63) and Kerala (18). One case was reported from Andhra Pradesh.
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Figure 6.
States With Maximum Number of Cases of Domestic Violence
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The number of cases of Covid-19 in India are on surge in spite of low death rate and high recovery rate. If the numbers
keep on increasing, it may pose threat to human life (Alluri, A. and Nazmi, S., 2020). A team of researcher of Indian
Institute of Sciences (IISc) has projected that India will have 35 lakh cases by September 1. Their study is based on
current national trend. The same model has projected that India is likely to have 2.9 crore cases and 10 lakh deaths by
January 1 (K., Chetan, 2020). India the second most populous country in the world and it may go short of medical
facilities required for chronic patients suffering from diseases like cancer and AIDS and other infectious diseases. The
country may shift from its goals such as millennium development goals and sustainable development goals; defined
by the country in collaboration with UNO as it may divert its budget on the research and development of Covid-19
vaccine.
Conclusion
From the study it has been summarised that the Covid-19 has badly affected the entire nation and each sector of the
economy has been de-railed. The economy is witnessing the negative growth and it has put implication on the society
in various forms. The tumbling can be seen in oil market. The travel and tourism sector has crumpled. People are
losing their jobs. It is getting tough to eke out. The price rise can be seen in pharma sector. How long this will stay
cannot be predicted but it has put every nation on backfoot. It will take time in the unfreezing of the situation and we
have to put collective efforts to combat the situation.
Further Research Scope
In this study the limited sections have been discussed. There are other sectors which are open to be study by the authors
and can be further analysed to study the overall impact of Covid-19. The authors can even study the impact of Covid19 on respective states and districts through mega and micro studies or combination of both. A comparative study can
be done on the impact of Covid-19 on the rural and urban life. How it has affected the migrant labourers can be studied
for further research.
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I.
Introduction:
Self Sufficiency Vs Competitive Advantage and Globalization

The Porter Diamond suggests that countries can create new factor advantages for themselves, such as a strong
technology industry, skilled labor, and government support of a country's economy. Most traditional theories of global
economics differ by mentioning elements, or factors, that a country or region inherently possesses, such as land,
location, natural resources, labor, and population size as the primary determinants in a country's competitive economic
advantage1.
. Another application of the Porter Diamond is in corporate strategy, to use as a framework to analyze the relative
merits of investing and operating in various national markets.
However, as the world globalized, nations found that their factor advantages were greatly diminished by
comparison with nations with vast populations, prepared to accept substandard living and wage conditions.
Over the last thirty years with the advent of the World Trade Organizations and various treaties, many developed
nations have shifted their manufacturing offshore with subsequent job losses in the developed world, notably in the
manufacturing sector. For instance, the US has lost 5 million manufacturing jobs since 2000.
What makes things worse is the sense that not everybody is playing by the same rules when it comes to global
trade. A common refrain of the Trump administration in the US, for example, is that the West has opened its markets
to Chinese exports, but China has not properly reciprocated. Globalization, as it currently exists, is making some in
the developed world extraordinarily rich, but hurting working class communities. This has been a gift to populist
politicians, but it has been devastating to many communities in Europe and the US that relied on manufacturing. A
second aspect is erosion of state sovereignty.
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International trade limits the ability of nation-states to control domestic economies, whereas international
organizations and laws place limits on their decision-making abilities. The Eurozone crisis proved that financial
markets could topple governments just as easily as elections.
Yet there is no democratic control over financial markets. Large multinationals exploit legal loopholes (and use
well-paid lawyers and accountants) to help them avoid taxes. They offshore their operations to countries with weak
labor laws and environmental protection, circumventing higher standards in the developed world (despite selling their
products there). A final aspect is increasing inequality due to the introduction of new technology and foreign
investment in developing countries.
Against this must be balanced bringing one billion out of poverty, the exploitation of comparative advantage - a
global free trade system allows countries to use their resources more efficiently, by selling what they produce best,
while buying what other countries produce better. The differences between countries, including differences in broad
policy agendas, create relative differences in productivity, giving rise to gains from trade. And finally claims of
international cooperation.
As the world globalized, nations found that their factor advantages were greatly diminished by comparison with
nations with vast populations, prepared to accept substandard living and wage conditions such as China.
However, all these claims have been aborted by one simple virus – the result of a country that has rapidly exploited
comparative advantage and globalization without the educational and basic living standards that should accompany
it. The elite of the developed world has grown rich on the exploitation of Chinese workers, who still resort to eating
cheap wildlife with consequent adverse and extreme health outcomes.
I.

Adverse Consequences

Unfortunately, the envisaged advantages of globalisation have not materialised in many developed and developing
nations with adverse consequences of job losses, erosion of state sovereignty and increased inequality 2.
Job Losses
Over the last thirty years with the advent of the World Trade Organizations and various treaties, many developed
nations have shifted their manufacturing offshore with subsequent job losses in the developed world, notably in the
manufacturing sector. For instance, the US has lost 5 million manufacturing jobs since 2000. What makes things
worse is the sense that not everybody is playing by the same rules when it comes to global trade. A common refrain
of the Trump administration in the US, for example, is that the West has opened its markets to Chinese exports, but
China has not properly reciprocated. Globalization, as it currently exists, is making some in the developed world rich,
but hurting working class communities. This has been a gift to populist politicians, but it has been devastating to many
communities in Europe and the US that relied on manufacturing.
Another common argument is that globalisation has eroded state sovereignty. International trade limits the ability
of nation-states to control domestic economies, whereas international organisations and laws place limits on their
decision-making abilities.3
The Eurozone crisis proved that financial markets could topple governments just as easily as elections. Yet there
is no democratic control over financial markets.
Large multinationals exploit legal loopholes (and use well-paid lawyers and accountants) to help them avoid taxes.
They offshore their operations to countries with weak labour laws and environmental protection, circumventing higher
standards in the developed world (despite selling their products there)
Increase in inequality between and within nations
The 2018 World Inequality Report shows that inequality is rising across the globe (particularly in rapidly
developing economies such as India and China)4.
Free market critics, such as the economists Joseph Stiglitz and Ha-Joon Chang, argue that globalization has
perpetuated inequality in the world rather than reducing it.
In 2017, the International Monetary Fund suggested that inequality levels may have increased due to the
introduction of new technology and foreign investment in developing countries 5.
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III. Are There Benefits of Economic Globalization?
Scarcity has existed throughout human history. However, never has the material well-being of so many people
been improved in such a short space of time.
Poverty alleviation
Between 1990 and 2010, the number of people living in extreme poverty fell by half as a share of the total
population in developing countries, from 43% to 21%—a reduction of almost 1 billion people.
Human development indicators have also been improving across the globe. Life expectancy has been increasing
steadily everywhere, and most developing countries are now rapidly converging with the rich world; child mortality
rates have gone down everywhere; literacy rates, access to clean water, electricity, and basic consumer goods, all of
these indicators have been rising6.
In a 2011 publication, the OECD argued that comparative advantage is one of the most potent explanations of
higher income growth in open economies. The differences between countries, including differences in broad policy
agendas, create relative differences in productivity, giving rise to gains from trade7.
Latest reports bear these trends continuing into 2019. The 2019 global Multidimensional Poverty Index (MPI) from
the UN Development Programmes (UNDP), shows that, in the 101 countries studied – 31 low income, 68 middle
income and 2 high income – 1.3 billion people are “multidimensionally poor” (which means that poverty is defined
not simply by income, but by a number of indicators, including poor health, poor quality of work and the threat of
violence).
Increased International Cooperation
Certain economists, such as Jagdish Bhagwati, argue that the trade openness brought about by globalisation can
contribute to the spread of democracy, as “the benefits of trade brings prosperity that, in turn, creates or expands the
middle class that then seeks the end of authoritarianism.” Princeton’s John Doces found that “globalisation measured
as increased exports to the U.S. increases the level of democracy in the exporting country.”
Using data provided by Freedom House, George Mason economist Daniel T. Griswold found a correlation between
economic openness and political and civil freedom across 123 countries 8.
IV. The Reversal of Globalization
However, all these claims have been aborted by one simple virus – the result of a country that has rapidly exploited
comparative advantage and globalization without the educational and basic living standards that should accompany
it. The elite of the developed world has grown rich on the exploitation of Chinese workers, who still resort to eating
cheap wildlife with consequent adverse and extreme health outcomes.
The failure to predict that a pandemic could halt travel and trade, and not global emissions, has proven two
fundamental errors in the economic arguments on which Globalization was founded 1.
2.

That there is a limit to the carrying capacity of the world in terms of resources and,
That open economies depend on the careful development of the underlying economic model based on
transparency, fairness, and equality of access.
The arguments of Adam Smith and Michael Porter have been distorted to induce a complacency in terms of
interdependencies, so that in an emergency where medical supplies and in shortfall, that self-sufficiency overrules
competitive advantage.

1
2
3

https://www.investopedia.com/terms/p/porter-diamond.asp
https://www.debatingeurope.eu/focus/arguments-for-and-against-globalization/#.Xz5uFKfivi1

Ian F. Fergusson, Coordinator Specialist in International Trade and Finance
Mark A. McMinimy Analyst in Agricultural Policy, Brock R. Williams
Analyst in International Trade and Finance cooperated on March 20, 2015, to produce a report, “The Trans-Pacific
Partnership (TPP) Negotiations and Issues for Congress”.
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Alvaredo, Facundo; Chancel, Lucas; Piketty, Thomas; Saez, Emmanuel; Zucman, Gabriel, eds. (December 14,
2017). p. 300.
5

https://www.imf.org/external/np/fad/inequality - Research indicates that increased inequality can erode social
cohesion, lead to political polarization, and ultimately lower economic growth. The IMF's work on income
inequality looks at how fiscal policy can help governments tackle high levels of income inequality and benefit
economic growth. IMF Fiscal Monitor: Tackling Inequality (2017).
6

news.un.org/en/story/2019/07/1042231.

7

https://data.oecd.org/inequality/poverty-rate.htm - The poverty rate is the ratio of the number of people (in each
age group) whose income falls below the poverty line; taken as half the median household income of the total
population.
8

https://www.researchgate.net/publication/262197187_The_Evidence_on_Globalisation
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1.1

Introduction

Like other nations in the Globe, Nigeria aims at achieving some macroeconomic objectives which includes
amongst others to reduce the unemployment level and improve its balance of payment position. This follows the fact
that an increased level of unemployment and the unfavourable balance of payment position happens to be among the
greatest challenges that have befallen the Nigeria economy for several decades now. Unemployment which is defined
as the proportion of labour force that is willing and available to work but do not get placement has been identified as
one of the major cause of the widespread of poverty and economic deterioration in most developing countries including
Nigeria (Umoru 2013, Chigbu, 2013). This situation reflects the failure to engage useful resources both labor and
capital for the attainment of macroeconomic objectives. Several factors have been blamed for the unemployment
situation in Nigeria but, only recently current account (trade) imbalance has also been viewed to be a likely cause of
unemployment in most developing economies.
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Current account balance records a country's net earnings in visible and invisible trades, including net transfer
payments; in terms of inward and outward remittances around the Globe within a given period usually a year, and it’s
calculated on a country’s prevailing exchange rate. From records and extant literature, Nigeria’s balance of payment
(precisely current account) has continued to record imbalances particularly in deficit form- a situation that has negative
implications for domestic employment (Egwaikhide, 1997; Henry and Long, 2003). This current account deficit
problem has been attributed to factors like huge government expenditure with incommensurable investments, past
economic shocks in the system like the recent oil shock in the oil sector, instability in prices, and others (Umo and
Fakiyesi, 1995). Again, data has shown that most developing countries mainly export primary products and import
manufactured goods from developed nations, thereby adopting trade and exchange rate policy measures which favours
devaluation of their domestic currency. This situation has to a large extent aggravated trade deficit (imports in excess
of exports), fall in aggregate demand and supply, as well as the drop in the demand for labor, and may impact the
unemployment rate negatively (World Bank, 2014). A case in point is the transition country; FYROM, their trade
liberalization policies were followed by deteriorating terms of trade. They have consistently recorded huge current
account deficits in the last two decades to the tune of about an average of 6.6% of GDP. This has been alongside an
average unemployment rate of 29.66% from 1993-2020 (World Bank, 2019; Sadiku, Fetahi-Vehapi, Sadiku &
Berisha, 2015). To this end, current account imbalances could be seen as a contributing factor to the scourge of
unemployment in developing countries.
The knowledge about the devastating effects of a trade deficit in line with the loss of domestic jobs has raised series
of interest by successive administrations and has prompted the implementation of some macroeconomic and trade
policies, industrial strategies, and incentives such as SAP (Structural Adjustment Program) 1986, NEEDS (National
Economic Empowerment and Development Strategy I&II) 1992, Vision 20:2020, import substitution strategies,
export promotion strategies, and others with the intention to boosting domestic industrialization, that will boost
demand for domestic labour and in turn, reduce the unemployment rate to its barest minimum. (Damola and Olateju,
2013). Unfortunately, most of the above strategies failed to achieve their goals due to poor implementation and high
preference for imported goods by the citizens despite the high premium that they command (Carneiro and Arbache
2003; Rama 2003).
The issue of unemployment being a major scourge that can cripple any economy swiftly if not tackled has attracted
a lot of research all over the globe. However, the major focus has been on trade flow and unemployment, openness
and unemployment, economic integration, unemployment, and growth, the impact of agricultural value-added on
current account balances in Nigeria, (Umoru 2013, Baldwin 1995, Christev and Lehmann 2005, Ekpo 1995, Etimikang 2013, Alawim 2013, Uduak, et.al, 2015, Ilegbinosa 2012, Osakwe and Verick 2007, Ogbonna 2011 and
Adeyemo, et. al, 2015). But not much has been done in the area of current account balances and the unemployment
situation in Nigeria.
Consequently, this study seeks to toll a different line by providing an answer to the question, does an increase in
current account imbalances (deficit or surplus) have an impact on the unemployment rate in Nigeria? The objective
of this study is to examine empirically the real impact of current account imbalances on the unemployment rate in the
Nigerian economy.
1.2 Some Stylized Facts
The growth in population from about 55.7 million in 1960 to above 180 million currently, has been accompanied
by a corresponding drastic increase in the labour force and absolute demand for labour. Specifically, labour force rose
from about 26 million persons to about 33.9 million persons in 1990, from 2000 to 2006 it rose with a tune of 45
million to about 52.7 million respectively. It has been on a continuous rise. From the labour demand side, absolute
employment rose in 1980 from 18.6 million to 22.1 million in 1990, it further rose from 27.5 million to 34.4 million
in 2000 and 2006 respectively. Shortly after that specifically, during and after the economic meltdown that led to the
downsizing of institutions, particularly in 2008 to 2010 there was a decline in relative employment level.
However, despite a huge surplus in labour supply and the corresponding rise in absolute demand for labour, there
still exist a large number of active populations that is unemployed. For instance, the share of employed workers to
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total labour has continued to decline since 1980, leading to a drastic drop in the percentage of employed labour between
about 70%, and 61% as well as the decline in the participation rate to about 65% in the last two decades. A situation
that has kept the labour in the unemployed to be about 39% even though actual data revealed a far less unemployment
rate. Buttressing the above, statistics have revealed a continuous increase in the rate of unemployment for the period
under study. In the years 1980 to 1987, the rate of unemployment in Nigeria fluctuated around 6% to 7% with 1987
being the worst year. The period of 1988 to 1998 witnessed an average Unemployment rate of about 3%, this was due
to the awareness of the ills of SAP by the people. This was followed by a drastic rise in 1999 to a tune of 8.2%. This
could also be blamed on the new political system as the country transited from military to democratic rule that year.
The upshot in the unemployment rate continued from 2000 to date and for the first time with a double-digit. In 2000
it was given at 13.1% and it rose to 13.6% and further rose to 14.8% in 2001 and 2003 respectively, however, in 2005,
it dropped marginally to 11.9% and increase marginally in 2006 and 2007 by 12.3% and 12.7% respectively. This
further increase rose to 14.9% in 2008 and much further to 19.7% in 2009. Recall that this was the period of the recent
world economic melt-down. Ever since the rate of unemployment has consistently risen, as of 2014 it was 25.1%
(CBN, 2010, 2015; NBS).
In terms of merchandise, prior to 1970, Nigeria export was largely dominated by non-oil products and her main
export has been crude oil as the share of non-oil export has witness decline most of the years compared to oil exports
(Oyejide, 1986). As part of components of current account balance, net services in Nigeria has over the years been in
deficit, suggesting that more services are received than was rendered, and as such payment for services imported
outweighed receipts from services rendered. From 1981- 1987, net service has fluctuated around (867.9) and (26,
01.2) N’ million (CBN, 2015). Statistics have shown that the general current account balance, has not been lopsided
as the economy has experienced both deficit and surplus current account balances. Between the years 1980 and 1983,
the current account deficit ranged between (3,137.9) to (4,879.5) N’ million, however, there was a surplus in 1984 and
1985 to a tune of 44.1 and 2,215.4 N’ million respectively. This was followed by a deficit for about 3 years starting
from 1986 to 1988 which happens to correspond with the heat of SAP. This was followed by an improvement (surplus)
from 1989 to 1992 and even rise to the tune of 39,422.8 N’ million in 1992, following that it deteriorated to (19,488.7)
N’ million in 1993, this continued till 1995. However, after 1995, apart from 1998 and 2002 which witnessed deficit
current account balance, up to 2014, the current account was in surplus (CBN, 2015). Juxtaposing the unemployment
rate with a current account balance in Nigeria an inverse relationship could be seen from figure 1.1 below, we can see
that at almost every year the unemployment rate and the current account balance appeared to be moving in the opposite
direction. However, the relationship from the graph may not be sufficient to conclude the impact factor of the current
account balance on the unemployment rate in Nigeria hence the need for empirics.
Figure 1.1
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The remaining part of the paper is organized as follows: immediately after the introduction and the stylized fact is
section 2, which covers the literature review of the study, section 3 presents data and methodology, section 4 presents
the results, and, finally, section 5 sets out the policy implications and concluding remarks.
II. Literature Review
In this regard, a handful of research with mixed outcomes have been carried out both directly and indirectly on the
impact or relationship between trade balances and employment or by implication unemployment rate.
From the adverse strands, Chete (2001) found a negative relationship between current account and national income,
inflation, and degree of liberalization in Nigeria. This by implication means a positive relationship between current
account deficit and unemployment.
Umoru (2013) found no significant direct impact of international transactions on employment in Nigeria. Using Vector
Error Correction Modelling (VECM) he concluded that despite the volume of international transactions its effect on
employment in the Nigerian economy is negative though significant. In the same vein, Morawcyzski and Wach (2004)
adopting empirical analysis for six years (1993-1999), found an inverse effect of import growth on employment in
Poland. Mohammad (2013) who employed VECM to analyze the relationship between unemployment and trade
balance in Jordan economy between the periods of 2000: Q1 and 2012: Q2 found that there is no long-run relationship
between them. However, the outcome revealed the existence of a bi-causal relationship between trade balance deficit
and unemployment in the short-run. Nwaka, et.al, (2015) also adopted VECM to explore the relationship between
globalization and unemployment in Nigeria with a data series of 40 years. Their study revealed that an increase in
economic growth and development in the long-run leads to a decline in unemployment in the face of globalization.
This by implication suggests that a direct relationship runs between economic growth and development with
employment in the long-run. And that globalization reduces unemployment. Jenkins and Sen (2006) evaluated the
impact of trade flows and foreign investment on employment in four developing countries – Bangladesh, Kenya, South
Africa, and Vietnam by using three case-study methodological approaches – growth accounting, factor content, and
econometric modeling. Their study showed that the economic integration of Bangladesh and
Vietnam has contributed to a significant increase in the number of unskilled jobs, mostly for women. However, for
Kenya and South Africa, openness’ contribution to job creation has been negligible. They also find that in South Africa
and Kenya, for a given level of output, trade appears to have led to a significant fall in employment.
On the other hand, Rodrik (1997) established an elastic relationship between international trade and employment,
which is to say increases in trade across the country’s borders and employment are positively related. This, therefore,
implies that increase trade leads to a drop in unemployment. Chete (2001) asserts that a positive relationship exists
between current account balance and net foreign assets among other macroeconomic variables evident in the Nigerian
economy. Higgins and Klitgaard (1998) in the United States, assert that huge current account deficits lead to
unemployment in export and import-competing industries, from uncompetitive domestic industries, as well as export
firms facing a strong currency and uncompetitive pricing in the foreign market. Furthermore, the attraction of lower
labour costs outside the US has seen factories close leading to job losses. Interestingly, current account deficits
amounting from international capital inflows into the US from foreign investment provides employment opportunities.
As a net recipient of foreign investment capital, unemployment concerns are misplaced. However, concerns about
unemployment from current account deficits are paramount. Scott, Lee, and Schmitt (1997) highlight such concerns
in their paper, reporting that in the two decades prior, 83% of job losses in the manufacturing sector were attributed
to trade deficits, noting that no other sectors were spared. This scenario persists, and Bloom, Handley, Kurman, and
Luck (2019) in their empirical study show that much of the job losses in the manufacturing losses have been reallocated
to the services sector. Similarly, Viet Le and Baker (2020), employing co-integration analysis found that current
account deficit has a minor negative effect on GDP and that technological advancements had a greater impact on
employment than did current account deficits.
Contrarily, Ezeonu, (2018) in a study of the United States trade deficit and unemployment employed an autoregressive
distributed lag model and found that a reduction of trade deficit yielded an increase in employment.
Along similar lines, Lawrence (2020), in a panel study of 60 countries, asserts that countries with trade surpluses
also experience a decline in employment in the manufacturing sector as much as countries with trade deficits.
Employing microdata and trend analysis, he showed that within the period the fall in manufacturing employment was
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greater in trade surplus countries than in trade deficit countries. This was attributed to improvements in technology
which had the impact of increasing labour productivity, and in the long run, reduce the amount of labour needed for
the same level of net exports.
Stemming from the reviewed literature, it is obvious that the area of focus has been on the balance of payments
and unemployment situation in Nigeria. However, only a few cross country-based studies employed other techniques
like Ordinary Least square (OLS), VAR, VECM, ECM, and co-integration as propounded by Johansen (1991) that
produced mixed results have emerged in the area of current account balances and unemployment. Consequent to these,
and due to the important role that the current account assumes in the balance of payment of any nation, and the fact
that the debate is ongoing, this research appears to be necessary as outcomes from it will boost the existing literature
both on theoretical and methodological grounds. Corresponding outcomes will be useful to policymakers for the
reengineering of the economy which would have implications in the long-run for a drop in the rate of unemployment.
III.
III.1.

Methodology
Data sources and Scope

This study used time series data spanning from 1980 to 2014 from the Central Bank of Nigeria bulletin (2016) and
World Development Indicator of World Bank (2016) respectively. The data used are in their logarithm form, logging
of Current account data was done after a proper normalization has been carried out which is simply by multiplying
the years with deficit through by -1 to obtain positive values. To avoid issues of spurious or nonsense regression, the
data were subjected to various time-series properties tests such as unit root and co-integration test through the
Autoregressive Distributive Lag (ARDL) bounds testing approach. Before these tests, the data were also subjected to
descriptive statistics to ascertain the average, median, standard deviation, maximum and minimum values and also to
check for normality of the data and correlation test to ascertain the direction of movement of the variables.
III.2. Econometric Methodology
This study employed the Autoregressive Distributed Lag (ARDL) model as introduced by Pesaran and Shin (1999)
and Pesaran, Shin, and Smith (2001). The choice of this method was necessitated following its unique advantages over
other methods that were previously employed. First, ARDL does not impose any form of restriction on the data series
as one can conveniently use data series with a different order of integration or data of the same order as the case may
be. Second, the ARDL approach tends to accommodate estimations with small samples as compared to the Johansen
co-integration technique. This method hence appears more appropriate for this study sample of 35 annual observations.
Third, this technique can handle the issue of endogeneity problem should they be present in the model because of the
free nature of residual correlation that it possesses. And lastly, ARDL performs both the short and long-run estimates.
Generally, the use of ARDL is necessitated based on the unit root test results. The unit root test is useful in time series
analysis as it helps to scrutinize each variable for unit root. In testing the time series for unit roots, the Augmented
Dickey-Fuller (ADF) test was employed based on the regression below.

Yt =  + Yt-1 +  +  jYt − j+t

(3.1)

Where µt is taken as the Gaussian white noise, the test statistics based on (1) is referred to as the τ (tau) statistic. π is
the most important parameter in the unit root regression. According to Engle and Granger (1987), if the calculated τ
(tau) is less than the critical τ (tau) value we accept the null hypothesis that Ho: π = 0 meaning that there is a unit root
in the time series of the variable in question and hence, it is said to be non-stationary or integrated of order one or 1(I)
after differencing once otherwise the variable is stationary at levels i.e. 1(0).
III.3. Theoretical Framework
This study focused on the testing of the relationship that exists between current account balances and the
phenomenon of unemployment in Nigeria, using some basic macroeconomic theories. Specifically, the work is hinged
on a modified version of the theory and assumptions that gave birth to Okun’s law showing the link between real
economic growth and unemployment rate. The assumption that gave birth to Okun’s law is that output is seen to have
a one-for-one move with employment and that employment is constant such that changes in employment will bring
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about a corresponding one-for-one change in unemployment. Suffice to say that this assumption was also the angle
from which Okun’s law strived. Okun’s law is of the opinion that although there is a relationship between output
growth and unemployment rate, the relationship is not a one-for-one type. To initial economic theory, a 1% increase
in output would lead to a 1% increase in employment, and if the movement of employment were reflected in the
opposite increase in unemployment, this will trigger a 1% decrease in unemployment. Given the above assumptions,
the following relations would suffice:
𝑢𝑡 − 𝑢𝑡−1 = −𝑔𝑡
(3.2)
Where 𝑢𝑡 𝑎𝑛𝑑 𝑢𝑡1 = denote unemployment rate in year t and t-1 respectively, and 𝑔𝑡
Is the growth rate of output from year 𝑡 − 1 to t.
If we accept the sign and ignore the magnitude of the initial theory before Okun’s law, by way of modification we can
assume that a favourable trade balance is supposed to boost economic growth and in the long run reduce the
unemployment rate while unfavourable trade balance will lead to an increase in the growth in any of the factors that
determine output growth and this will also lead to a fall in unemployment rate ceteris paribus. If this is the case, in
place of output growth we can adopt current account balance and predict that a favorable current account will lead to
a fall in unemployment as more exports particularly the non-oil export will require the engagement of labour while a
deficit current account balances will cause an increase in unemployment since more import implies job loss to the
exporting countries. Incorporating the above statement into the equation 3.2 as follows:
𝑢𝑡 − 𝑢𝑡−1 = −𝐶𝐴𝑡

(3.3)

Equation 3.3 reflects the effect of a favourable current account balance on the unemployment rate. This is because an
increase in the surplus current account will increase the employment rate and thereby drop the unemployment rate.
𝑢𝑡 − 𝑢𝑡−1 = 𝐶𝐴𝑡

(3.4)

Equation 3.4 reflects the effect of an unfavorable current account balance on the unemployment rate. This is because
an increase in deficit current account will reduce the employment rate and thereby increase the rate of unemployment.
Where: 𝐶𝐴𝑡 is the change in the current account balance from year 𝑡 − 1 to t. note that 𝐶𝐴𝑡 can either favourable
(surplus) or unfavourable (deficit) and as such, their effect on the unemployment rate also varies as stated earlier. Note
that the relationship between current account balances and unemployment may not be a one-for-one type as stressed
by Okun’s law following the modification and bearing this in mind, our model will look thus:
𝑢𝑡 − 𝑢𝑡−1 = −𝛽𝐶𝐴𝑡

(3.5)

𝑢𝑡 − 𝑢𝑡−1 = 𝛽𝐶𝐴𝑡

(3.6)
III.4. Model Specification

The model employed in this study is a modification of Okun’s law. This modification was predicated on the
assumption that a favourable trade balance is supposed to boost economic growth and in the long run reduce the
unemployment rate. The model specified follows the pattern of Mohammad (2013):
UNEMR =F (INFRT, RGDP)
UNEMR = β0 + β1INFRT + β2 RGDP

(3.7)

The econometric form of the model after the modification following openness will look thus:
UNEMRt = ф0 + ф1 CAAt+ ф2INFRTt + ф3 RGDPt + ф4 GFCFt + µt

(3.8)

Where: UNEMRt is the Unemployment rate, CAA is positive values of current account balance, (INFRT) inflation
rate, RGDP– real gross domestic product in ₦’bn, GFCF- gross fixed capital formation, ECM –Error Correction
Mechanism, ∆ is the symbol showing that the variables are in their differenced forms.
The ARDL framework of the above model is as follows:
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t

The expressions from  -  depicts the long-run relationship between the variables, while ф1- ф5 with the summation
signs show the short-run dynamics of the variables. ᶓt is the Gaussian white noise.
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(3.10)

µt is the Gaussian white noise or the error term. Note all the variables are in their natural log form. From economic
theories the expected signs of the variables are ф1- ф4 < 0. Indicating that an increase in any of the independent
variables would lead to a fall in the dependent variable, which is the unemployment rate.
IV.

Results and Discussions

IV.1.

Descriptive Statistics Test

The descriptive statistics test result in Table 1 shows the mean, standard deviation, and normality test of the
variables over the period of study. The mean unemployment rate (UNEMR) was 10.04% while the current account
balance (CAA) had an average value of 2922.650 billion naira. The standard deviation result showed that there was
dispersion in the variables over the period of study. The Jarque-Bera statistics show that the variables were normally
distributed.
Table 1: Descriptive statistics.
Variables
Mean
Std. Deviation
Jarque-Bera
UNEMR
10.04
7.543139
4.845187
CAA
2922.650
10968.39
122.1587
RGDP
456.7289
221.6931
6.121563
GFCF
913.6108
1318.851
10.39106
INFRT
20.39670
18.43196
13.23131
Source: Author’s computation from E-Views 9.0 result.
IV.2.

Prob.
0.088691
0.0000
0.046851
0.005541
0.001339

Observation
35
35
35
35
35

Unit Root Test/ Co-integration test

The augmented dickey-fuller (ADF) unit root test for the variables are as presented in Table 2.
Table 2: Augmented Dickey-Fuller Unit Root Test
AT LEVELS

AT 1st
Difference

Variables
CAA
INFRT

Lag
0
1

ADF Statistics
-4.922846*
-3.683888*

Remark
I(0)
I(0)

Variables

Lag

ADF Statistics

Remark

UNEMR
RGDP
GFCF

1
1
0

-7.476108*
-7.264146*
-3.399963*

I(1)
I(1)
I(1)

Source: Author’s computation. * = (5% ), LEVEL OF SIGNIFICANCE
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The unit root result reveals that current account statistics and inflation rate (CAA and INFRT) were stationary at levels
(that is I(0)), other variables like UNEMR, GFCF, and RGDP only became stationary at first difference. This further
justified the use of ARDL since there is a combination of I(0) and I(1) in the model.
Table 3: Bounds Testing for the Existence of Long-Run Relationship
Test Statistics
Computed F-Statistics
5% Critical Bounds.
5% Critical Bounds.
Upper Bound: I(1)
Lower Bound: I(0)
Unemployment and
current account balances
6.82*
4.57
3.47
variables in Nigeria
Source: Author’s computation from E-views 9.0 result. * denotes rejecting the null hypothesis of no co-integration at
5% level.
From the table above, a comparison between F-statistics and the critical bounds test values revealed a 5% level of
significance, meaning a strong long-run relationship exists among the variables. The presence of long-run relationships
among the variables also justifies the use of the ARDL approach for estimation of both short-run and long-run
coefficients.
IV.3. ESTIMATION OF SHORT-RUN AND LONG-RUN COEFFICIENTS USING ARDL APPROACH
Table 4: ARDL BOUNDS TESTS (LONG-RUN) ESTIMATES.
The dependent variable is the natural log of unemployment rate UNEMR
REGRESSOR
COEFFICIENTS
T-TEST
CAA
-0.117893
-2.653521
INFRT
-0.043229
-8.588807
RGDP
-0.000562
-0.531840
GFCF
0.000139
1.442617
C
3.369903
7.488823
TREND
0.019631
1.552258
Diagnostic Test Statistics.
P. Value
Serial Correlation:
0.0763
Functional form:
0.7523
Normality:
0.71576
Heteroscedasticity:
0.1179

PROBABILITY
0.0224
0.0000
0.6054
0.1770
0.0000
0.1489

Source: Author’s computation form E-Views 9.0 result
The long-run estimates as presented above point that a 1% increase in current account balances (that is, surplus
current account balances as presented by CAA being the positive logged values of current account), will lead to a fall
in the unemployment rate by 0.117893%. By implication, a 1% rise in deficit current account, will bring about an
increase in the unemployment rate. This was found to be statistically significant at 5% level of significance. Thereby
establishing the existence of a direct relationship between current account balances (deficit) and unemployment rate.
This, therefore, supports Mohammad (2013). The result reveals that for every 1% increase in the inflation rate during
the period under study the unemployment rate will decline by 0.043229%, this is in line with Philip’s relations. In line
with a priori expectation, RGDP was found to be negatively related to the unemployment rate over the period under
study. However, it appeared insignificant even at 10% level of significance, suggesting that most of the increase in
the current period RGDP does not translate into boosting aggregate demand which should imply a reduction of
unemployment in Nigeria.
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Table 5: ARDL BOUNDS TESTS (SHORT-RUN) ESTIMATES. (4, 3, 4, 3, 0)
The dependent variable is the natural log of unemployment rate (UNEMR)
REGRESSOR
∆(UNEMR(-1))
∆ (UNEMR(-2))
∆ (UNEMR(-3))
∆ (CAA)
∆ (CAA(-1))
∆ (CAA(-2)
∆ (INFRT)
∆ (INFRT (-1))
∆ (INFRT(-2))
∆ (INFRT (-3))
∆ (RGDP)
∆ (RGDP (-1))
∆ (RGDP(-2))
∆ (GFCF)
∆(@TREND())
ECM(-1)

COEFFICIENTS
0.370224
-0.428358
0.219222
-0.048329
0.091699
-0.066440
-0.008392
0.013785
-0.001702
0.005886
0.000649
-0.004771
0.005462
0.000089
0.012522
-0.637884

T-STATISTIC
2.497981
-5.100043
1.836283
-2.452252
5.227345
-2.484462
-4.821665
7.319436
-0.668225
2.904708
0.297448
-2.479203
2.657615
1.441598
1.768973
-4.194449

PROBABILITY
0.0296
0.0003
0.0935
0.0321
0.0003
0.0303
0.0005
0.0000
0.5178
0.0143
0.7717
0.0306
0.0223
0.1773
0.1046
0.0015

Diagnostics test statistics
R- Square:
F:
D-W:

0.9952
122.2061 (0.0000)
2.4160

CUMSUM:
CUMSUMQ:

STABLE
STABLE

ECM = UNEMR - (-0.1179*CAA -0.0432*INFRT -0.0006*RGDP + 0.0001 *GFCF + 3.3699
+ 0.0196*@TREND )
Source: Author’s computation from E-Views 9.0 results * = (5% ), LEVEL OF SIGNIFICANCE
The results of the short-run and the coefficients of the error correction mechanism (ECM) are presented in Table
5. Findings indicated that the selected variables have a strong impact on the unemployment rate in the long-run save
for GFCF and current period RDGP. The ECMt-1 coefficient which met the expected sign and statistically significant
at 1% level (-0.63) shows the speed of adjustment back to the long-run equilibrium in the current year is about 63%.
Although the magnitude of the short-run estimates seems smaller compared to those of the long-run estimates, most
of their signs aligned with that of the long-run estimates. However, the first period lagged RGDP is significant at 5%
indicating the presence of a time lag for RGDP to encourage employment generation that could translate into a
declining unemployment rate. The result also showed that the previous year’s unemployment could translate into a
rise in the current unemployment rate if not halted. For robustness and reliability, the result was subjected to the
necessary diagnostic tests like the Ramsey Reset test to ascertain the accuracy of the functional form, and Jarque- Bera
test for examining the level of normality of the data used.
The diagnostic test results are presented in the lower panel of the long-run estimate result table. Judging by the FStatistics and the probability values, the estimates were found to be free of all those problems as the null hypotheses
of the tests were not rejected, indicating that those problems that were diagnosed do not exist in the result. DurbinWatson statistic alongside the Breusch- Godfrey LM test reveals that there is no serial correlation in the model. The
plots of CUSUM and CUSUMSQ statistics are within the critical bounds, thus, the coefficients in the error correction
model are stable. The R-squared statistic is about 99% implying that the explanatory variables in this study have about
99% influence on the dependent variable.
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V. Conclusion/Policy Implications /Recommendations
This study examined the link between unemployment and the current account balance in Nigeria through the period
1980 to 2014. It adopted the ARDL bounds test approach to ascertain the presence of a long-run relationship between
the two variables in question. The result gave evidence for the long-run relationship between the variables and also
revealed a significant and inverse relationship between current account surplus and unemployment. Stating that a 1%
increase in current account balances in favour of export (surpluses) will lead to a drop in the unemployment rate by
0.117893%. This, therefore, implies that current account deficit will cause a fall in employment and in turn a rise in
the unemployment rate. Based on the above we can say in sum that the current account deficit triggers a high rate of
unemployment in Nigeria through the loss of jobs that trade openness encourages.
Consequently, the following recommendations were suggested. First, the economy’s production-base should be
diversified to discourage it from being a mono-product economy. With this, domestic manufacturing for export
purposes will increase and this will, in turn, create employment opportunities for the citizenry and help to reduce the
unemployment rate. Second, the Nigerian government should endeavor to fix the country’s refineries and encourage
the refining of petroleum products for exportation against high dependence on the export of crude oil or primary
products which has little or no job creation implication.
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Business & Economics Society International (B&ESI)
64 Holden Street, Worcester, MA, USA
Tel: 508-852-3937
Email: hkan@besiweb.com
Web: www.besiweb.com

36th Business & Economics Society
International (B&ESI) Conference
July 5-11, 2020
(Special Event with Pre-recorded Presentations)
Dear 2020 Conference Participants,
Welcome to this year’s special pre-recorded Conference! We are honored and delighted to have you virtually
with us during these difficult times!
Congratulations for the original contributions and thank you for enthusiastically accepting to serve as
Discussants. You have made the challenge of organizing the Event easier to say the least and we are indeed
grateful to all of you for being such great sports! This year’s Keynote Speaker, Dr. Constantine E. Passaris,
deserves extra gratitude for teaching us a new word – internetization – in a first-rate original contribution on
most aspects associated with net benefits of globalization.
The names of more than 53 academicians and practitioners (authors, co-authors, and discussants), from
over 15 countries, appear in the program with video presentations, reporting cutting-edge research findings
ranging from conceptual and pragmatic to theoretical and empirical.
An overview of the 2020 Conference Program and Abstracts may be found in the pages that follow.
Instructions to Program Participants precede the Program; in turn, the Program follows in brief (without
abstracts) and thereafter a section containing the Abstracts.
Best wishes for a productive and inspiring Conference!
Helen & Demetri Kantarelis
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Instructions to Conference Participants

Navigation:
Please use the Find on page or Search window to navigate throughout this webpage.

Viewers:
We expect Conference Participants to view all presentations. After you view a presentation, please
kindly insert your comments in the window below the video, no later than July 11, 2020. If you so wish,
you may include your name.

Designated Discussants:
Please make certain that you insert your comments, inclusive of your name, in the window below the
video, no later than July 11, 2020; additionally, please send your comments to the presenter as well as to
the Conference Chair.

Publication Consideration:
•
•
•
•

•
•

Submission of Conference Papers for evaluation for possible publication in journals associated with our
Society is optional.
If you decide to submit a manuscript, please do so no later than July 30, 2020. Please submit here.
All submitted papers will be evaluated via a double-blind peer review process. Each submitted
manuscript will be evaluated for the Global Business & Economics Anthology (GBEA.)
Authors of exceptional papers, accepted for the GBEA, will be given the option to re-submit to other
journals sponsored by the Society such as the International Journal of Economics & Business Research
(IJEBR) (in Scopus), the Global Business & Economics Review (GBER) (in Scopus), the International
Journal of Behavioral & Healthcare Research (IJBHR), and the Interdisciplinary Environmental Review
(IER).
Decisions for submitted papers will be reached no later than August 30, 2020.
The deadline for submission of accepted papers for publication in the GBEA is October 15, 2020.
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PROGRAM
36th Business & Economics Society
International (B&ESI) Conference
July 5-11, 2020
(Special Event with Pre-recorded Presentations)
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Keynote Speaker:
Constantine E. Passaris, Ph.D.
Professor of Economics
Dobbin Scholar (Ireland) & Onassis Foundation Fellow (Greece)
University of New Brunswick, Canada
Title of Talk: Internetization: A Brave New World for Economics
Abstract: Internetization is a new word that I have coined to update the concept of globalization. In effect, internetization is globalization on steroids.
More precisely, internetization is composed of two interactive forces. These are global outreach and electronic connectivity. The word internetization
has gained currency and visibility since it was first introduced during the turn of the 21st century. It has become widely adopted by the academic
community and has appeared in numerous scholarly publications. Internetization has also been used as a Twitter hashtag since 2009.
The Age of Internetization is a by-product of the new global economy of the 21st century. In my estimation the new global economy rests on three
pillars: globalization, trade liberalization and the IT revolution. Globalization has melted national borders and redefined economic policy. Free trade
has enhanced economic integration and extended the economic architecture. The information and communications revolution has made geography and
time irrelevant and enhanced the reach of economic parameters. All these pillars are driven by a virtually borderless world and the digitalization of
economic activity.
Internetization has revolutionized and modernized our social, political, economic, cultural and democratic interactions. Hardly a day goes by when
our individual and collective lives are not touched by some aspect of the information technology and communications revolution. From the way we
shop, eat, dress, invest, travel, entertain ourselves, communicate with each other, access health care, exercise our democratic rights or pay our bills.
These are just a few of our routine daily functions that have been profoundly influenced by the process of internetization. The electronic prefix that
is appearing before an increasing number of our daily interactions such as e-commerce, e-mail, e-learning, e-banking, e-democracy and e-government
is a tangible expression of the pervasive influence of the information technology revolution and the transformational role of the Internet.
This keynote presentation will conclude with an assessment of the good, the bad and the ugly regarding internetization. It will evaluate the revolution
in instantaneous electronic communication, analyze the contributions of electronic banking, highlight the convenience of consumer purchases on line,
applaud the digital transparency in economic governance, raise alarms about the pitfalls of online voting, spotlight the consequence of identity theft
and cyberespionage and reveal the rapid ascent of a brand new cottage industry in the form of cyber security. All these mile posts will be assessed for
their impressive benefits as well as their compounded challenges.

Brief Biography: Dr. Constantine Passaris is a Professor of Economics at the University of New Brunswick (Canada), an affiliate of the Canadian
Institute of Cybersecurity (Canada), an Onassis Foundation Fellow (Greece), a Dobbin Scholar (Ireland), a Canadian Research Affiliate of the
Prentice Institute for Global Population and Economy at the University of Lethbridge (Canada) and a member of the Academic Scientific Board of
the International Institute of Advanced Economic and Social Studies (Italy).
Professor Passaris is a Canadian citizen of Greek heritage. He has earned academic degrees in B.A. (Economics and Business Administration), M.A.
(Economics) and Ph.D. (Economics). Dr. Passaris speaks English, French, Greek, Arabic and Spanish. He has an impressive list of accomplishments
in the academic, public service and voluntary sectors.
Professor Passaris’ career has spanned international banking in the private sector; teaching, research and administration at the university level; as a
public policy advisor to the Canadian federal government and several Canadian provincial governments and he has held executive positions with nongovernmental organizations and community associations in the voluntary sector.
Dr. Passaris is listed in the International Who's Who in Education, the Who is Who in Greece and the Canadian Who's Who. Canada's national
news magazine Maclean's selected Professor Passaris as a popular professor in The Maclean's Guide to Canadian Universities for two consecutive
years in 1998 and 1999.
Professor Passaris is a prolific author whose scholarly publications have been published in monographs, books, encyclopaedias and academic
journals. He has written extensively on economic issues dealing with public policy, globalization, economic governance, regional development,
demography, immigration, human rights, multiculturalism, the new global economy of the 21 st century and reforming the economics curriculum.
Professor Passaris coined a new concept for the economics lexicon that is called internetization. He has also authored numerous magazine articles and
opinion/commentary editorials for newspapers. Dr. Passaris is a frequent radio and television commentator on economic issues.
Professor Passaris has received numerous honours and awards. Among these are the national award of the Canadian Council for Multicultural and
Intercultural Education, the prestigious Allan P. Stuart Award for Excellence in Teaching which is the highest teaching award that the University of
New Brunswick can confer on a member of the professoriate, the Government of Canada Citation for Citizenship Award and the inaugural New
Brunswick Multicultural Council’s Legacy Award.
Professor Passaris was conferred the Commemorative Medal for the 125th Anniversary of the Confederation of Canada in recognition of his
significant contributions to fellow Canadians, community and to Canada and the Queen Elizabeth II Diamond Jubilee Medal for his exceptional
contributions to New Brunswick and Canada.
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Subject Category: International Microeconomics
UK or the Eurozone:
Which Common Currency Area Can Work for Northern Ireland after Brexit?
Dr. Jane Binner, University of Birmingham, UK
Dr. James Swofford, University of South Alabama, USA
Dr. Sajid Chaudhry, Aston University, UK
Dr. Meng Tong, University of Birmingham and University College London, UK
Discussants:
Dr. Silvia Trifonova, University of National and World Economy (UNWE) Sofia 1700, Bulgaria
Dr. Ilias A. Makris, Technological Educational Institute of Peloponnese, Kalamata, Greece
Dr. Stuart Lynn, (retired) Assumption University, USA

Subject Category: Finance & International Finance
Financial Inclusion and Demand side uptake of Digital Payment Solutions within GCC Countries:
A Test of the Inactive User’s Dilemma
Dr. Ibrahim Niankara, Ghaleb A. El-Refae, Amer Qasim
College of Business, Al Ain University, Abu Dhabi, UAE
Discussants:
Dr. Jane Binner, University of Birmingham, UK
Dr. Stavros Stavroyiannis, Technological Educational Institute of Peloponnese, Kalamata, Greece

Subject Category: Monetary Models & Empirics
Causation between Money Creation, Inflation and Exchange
Rate Variations in Argentina in the 21st Century: An Empirical Analysis and its Consequences for the Theory
Dr. Marcelo Dabos, Lic. Jorge Barreto and Mg. Daniel Mosquera
Universidad Nacional de La Matanza, Argentina
Discussants:
Dr. Jane Binner, University of Birmingham, UK
Dr. Ibrahim Niankara, College of Business, Al Ain University, Abu Dhabi, UAE
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Subject Category: International Business / Economics
Gender Moderator Role in the Relationship between Leader Humility and Employee Psychological Empowerment
Dr. Marjorie Noboa Auz, Universidad de Guayaquil, Ecuador
Dr. Ricardo M. Pino, CENTRUM Catolica, Pontificia Universidad Catolica del Peru, Peru
Discussants:
Dr. Shorouq Eletter, College of Business, Al Ain University, UAE
Dr. Meng Tong, University of Birmingham and University College London, UK

Subject Category: Global Economics
Self Sufficiency vs Competitive Advantage and Globalization
Dr. Carolyn V Currie, CEO, Public Private Sector Partnerships, Australia
Discussants:
Dr. Roberto Bergami, Victoria University, Melbourne Australia
Dr. Maria Cristina Ortigao Sampaio Schiller, UERJ e ENCE-IBGE, Brazil

Subject Category: Urban Economic Development & Planning
Urban Dynamics a Systems Thinking Framework for Economic Development and Planning
Dr. Khalid Saeed, Worcester Polytechnic Institute, Worcester, MA USA
Discussants:
Dr. S. Ram Vemuri, College of Business & Law, Charles Darwin University, Australia
Dr. Ghaleb A. El Refae, College of Business, Al Ain University, UAE

Subject Category: Health Economics
Using Data Mining for Predicting Breast Cancer
Dr. Shorouq Eletter, Dr. Tahira Yasmin, Dr. Ghaleb El Refae, Dr. Abdullah El Refae
College of Business, Al Ain University, UAE
Discussants:
Dr. Angela Stagliano, PT, DPT, OCS, CSCS, University of South Florida, USA
Dr. Stavros Stavroyiannis, Technological Educational Institute of Peloponnese, Kalamata, Greece
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Subject Category: Population Growth and COVID-19
COVID-19 – is this a result of Population Growth – was a Malthusian catastrophe inevitable?
Dr. Carolyn V Currie, CEO, Public Private Sector Partnerships, Australia
Discussants:
Dr. A.J. Stagliano, Erivan K. Haub School of Business, Saint Joseph's University, USA
Dr. Andreas Efstathiades, European University of Cyprus, Nicosia, Cyprus

Subject Category: Marketing / Management
Reopening with Confidence: Ensuring People Feel Safe to Attend Large Gatherings
Dr. Anna M Goldhahn, Dr. Jamal A Rashed
College of Business, Mount St. Joseph University, Cincinnati, USA
Discussant:
Dr. Victor Matheson, College of the Holy Cross, USA

Subject Category: Management & Human Resources
The Personal Sustainability Audit and its Application in Organizational Sustainability Practice
Maria L. Nathan, College of Business, University of Lynchburg, USA
Discussants:
Dr. Derek Stimel, UC Davis, USA
Dr. Amer Qasim, College of Business, Al Ain University, UAE

Subject Category: Education
Education as the Future of Every Community
Sergio Paez, Urban Education Leader – Worcester County, MA, USA
Discussants:
Dr. Maria L. Nathan, College of Business, University of Lynchburg, USA
Mrs. Christina Thomaidou Pavlidou, European University in Cyprus, Cyprus
Dr. Augustin Suessmair, University of Lueneburg, Germany
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Subject Category: Education
Agility in Higher Education Institutions in the Event of Pandemic
Dr. Ghaleb A. El Refae, Dr. Amer Qasim, College of Business, Al Ain University, UAE
Dr. Abdel Razzak Al-Chahadah, Faculty of Business, Al Zaytoonah University, Jordan
Discussants:
Dr. Rajib Sanyal, Willumstad School of Business, Adelphi University, USA
Dr. Sergio Paez, Urban Education Leader – Worcester County, MA, USA

Subject category: Education
The Importance of Bilingual Education
Dr. Sergio Paez
Urban Education Leader – Worcester County, MA, USA
Discussants:
Dr. Tahira Yasmin, College of Business, Al Ain University, UAE
Dr. Jamal A Rashed, College of Business, Mount St. Joseph University, Cincinnati, USA

Subject Category: Education
Investigation of the Components of the Organizational Culture of Secondary Public Schools
Mrs. Christina Thomaidou Pavlidou, Dr. Andreas Efstathiades
European University in Cyprus, Cyprus
Discussants:
Dr. Charles E. Beck, (retired) University of Colorado - Colorado Springs, USA
Dr. Tahira Yasmin, College of Business, Al Ain University, UAE
Dr. Abdel Razzak Al-Chahadah, Faculty of Business, Al Zaytoonah University, Jordan

Subject Category: Accounting
History of Islamic Accounting Standards: Implementations and Challenges
Dr. Mohammad Haroun Sharairi, Amer Qasim, Ghaleb A. El Refae
College of Business, Al Ain University, UAE
Discussants:
Dr. Victoria Krivogorsky, San Diego State University, USA
Dr. Greg Tanzola, Erivan K. Haub School of Business, Saint Joseph's University, USA
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Subject Category: Accounting
Voluntary Disclosure: Harm or Help?
Dr. Victoria Krivogorsky, San Diego State University, USA
Discussants:
Dr. A.J. Stagliano, Erivan K. Haub School of Business, Saint Joseph's University, USA
Dr. Leslie E. Sekerka, Menlo College, USA

Subject Category: Industrial Organization – Firm Performance
Identifying the Factors Affecting Firm Performance and Growth:
The Case of Italian Publicly Listed Firms
Dr. Ilias Makris, Dr. Stavros Stavroyiannis
Technological Educational Institute of Peloponnese, Kalamata, Greece
Mr. Panagiotis Charalampakis, University of Patras, Greece
Discussants:
Dr. Patrizia Riva, Dottore Commercialista, Revisore Contabile, Ctu – DiSEI Universita' del Piemonte Orientale, Italy
Dr. Juan J. DelaCruz, Lehman College, USA
Dr. Laszlo Konya, University of Melbourne, Carlton VIC 3010, Australia

Subject Category: Industrial Organization / Sport Industry
COVID-19 and the Sports Industry: The Way Forward
Dr. Victor Matheson, College of the Holy Cross, USA
Discussants:
Dr. Juan J. DelaCruz, Lehman College, USA
Dr. Anna M Goldhahn, College of Business, Mount St. Joseph University, Cincinnati, USA

Subject Category: Finance & Industrial Organization
The Impact of Firm Economic Value-Added Index on Firm Market Value:
An Empirical Examination on the Pharmaceutical Industry in Jordan
Dr. Amer Qasim, College of Business, Al Ain University, UAE
Dr. Abdel Razzak Al-Chahadah, Faculty of Business, Al Zaytoonah University, Jordan
Dr. Ghaleb A. El Refae, College of Business, Al Ain University, UAE
Discussants:
Dr. Victoria Krivogorsky, San Diego State University, USA
Dr. James Sawler, Mount Saint Vincent University, Canada
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Subject Category: Industrial Organization & Entrepreneurship
Clusters: Theory, Examples, and Critical Analysis
Dr. Demetri Kantarelis, Grenon School of Business, Assumption University, USA
Discussants:
Dr. Marcelo Dabos Universidad Nacional de La Matanza, Argentina
Dr. Maria Cristina Ortigao Sampaio Schiller, UERJ e ENCE-IBGE, Brazil

Subject Category: Business Ethics
How Buying Less is Being More: Integrating Ethical Consumption into Business Education
Dr. Leslie E. Sekerka, Menlo College, USA
Dr. Petra Kipfelsberger, University of St. Gallen, Switzerland
Dr. Derek Stimel, UC Davis, USA
Dr. Rick Bagozzi, University of Michigan, USA
Discussants:
Dr. Carolyn V Currie, CEO, Public Private Sector Partnerships, Australia
Dr. Kwok Tung Cheung, University of Dayton, Ohio USA

Subject category: Business Ethics
Greed or Self-Interest, which is the Driving Force of Capitalism?
Dr. Kwok Tung Cheung, University of Dayton, USA
Discussants:
Dr. Ricardo M. Pino, CENTRUM Catolica, Pontificia Universidad Catolica del Peru
Mrs. Anna-Vanadis Faix, Gärtringen, Baden-Württemberg, Germany

Subject Category: Business Ethics
Business Ethics in Difficult Times
The Corona-Crises and what we can learn from it
Mrs. Anna-Vanadis Faix, Gärtringen, Baden-Württemberg, Germany
Discussants:
Dr. Carolyn V Currie, CEO, Public Private Sector Partnerships, Australia
Dr. Mohammad Haroun Sharairi, College of Business, Al Ain University, UAE
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Subject category: Business Ethics
Thomas Aquinas, Economics, 3rd Hellenization and Freedom
Dr. Demetri Kantarelis, Grenon School of Business, Assumption University, USA
Discussants:
Dr. Kwok Tung Cheung, University of Dayton, Ohio, USA
Dr. Stuart Lynn, (retired) Assumption University, USA
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Subject Category: International Microeconomics
UK or the Eurozone: Which Common Currency Area Can Work for Northern Ireland after Brexit?
Dr. Jane M. Binner, Department of Finance, Birmingham Business School, University of Birmingham, Birmingham, UK
Dr. Sajid M. Chaudhry, Economics, Finance and Entrepreneurship Group, Aston University, Birmingham, UK
Dr. James L. Swofford, Economics and Finance, University of South Alabama, USA
Dr. Meng Tong, Department of Economics, University College London, UK
Brexit and the controversy concerning an Irish border makes the issue of whether Northern Ireland is a common currency area with the
rest of the UK or the eurozone very topical. We test the microeconomic foundations of a common currency area for Northern Ireland,
UK, Great Britain and Northern Ireland in the eurozone. We provide the first evidence that all of these areas meet the microeconomic
criteria for a common currency area. In contrast, banking data suggest that lending in Northern Ireland is different from lending in the
rest of the UK, raising doubt as to whether or not Northern Ireland is a common currency area with the UK.
Keywords: Common Currency Areas, Microeconomic Foundations, Northern Ireland, Brexit. JEL Classifications: F02, F55, B21
Acknowledgements: The authors wish to acknowledge the financial support of the University of South Alabama, USA, for this
research.

Subject Category: Finance & International Finance
Financial Inclusion and Demand side uptake of Digital Payment Solutions within GCC Countries:
A Test of the Inactive User’s Dilemma
Dr. Ibrahim Niankara, Dr. Ghaleb A. El-Refae, Dr. Amer Qasim, College of Business, Al Ain University, Abu Dhabi, UAE
Although the issue of financial inclusion remains important in most part of the world in general and in the Middle East in particular, for
some countries with high technological penetration and financial system development, such as GCC countries, policy makers are faced
with a different kind of dilemma related to the use of financial services. Indeed, referred to as “the inactive users’ problems-IUP” (see
section 3.1. in Ozili, 2020), IUP is one of the emerging issues in financial inclusion policy debates today.
Therefore, recognizing the importance of consumers’ uptake of digital payment solutions for the development and expansion
of not only Digital Financial Services (DFS), but also the digital economy at large, this paper aims to study the prevalence of “IUP”
within the context of the GCC regional economy. To this end, we adopt a demand side perspective on the issue of financial inclusion,
along with data extract from the 2014 and 2017 Global findex surveys, to estimate the prevalence of the IUP issue in the region, and
evaluate whether recent year expansions in financial inclusion have significantly reduced this prevalence by increasing individuals’
uptake of digital payment solutions in the region.
Initial model validation procedures based on Chi-squared dependence tests (for the qualitative explanatory variables) along
with Welch two sample t-test of differences in mean age across adopters and non-adopters of digital payment solutions, pointed out the
significance of all included predictors in the model. After formal estimation of the regression model using Maximum likelihood methods,
the preliminary results reveal that factors such as: (i) transaction account ownership, (ii) debit card ownership, and (iii) gender, do not
significantly influence individuals likelihood of adopting digital payment solutions in the GCC region. All remaining factors in the
model, however, were found to significantly influence this likelihood.
Assessing these results within the lenses of the recent and ongoing efforts to expend financial inclusion through extending
access to transaction accounts as supported by the “Universal Financial Access 2020 (UFA2020)” initiative, the results seem to indicate
the prevalence of the inactive users problem, therefore simply extending access will not be sufficient for a significant uptake of digital
payment solutions by individuals in the GCC region. As such, the intended benefits of digital payment solutions, including the efforts
through the Arab Regional Payment System (ARPS), might not be fully achieved unless complementary policies are put in place to
address the “usage dimension” of digital payment solutions by consumers in the region. Such complementary policies might be able to
draw from the international standards and best practices set by the Global Partnership for Financial inclusion’s (GPFI) High level
principles for digital financial inclusion, especially its “Market and payment systems subgroup”, which aims “to advance utilization of
payment systems, including remittances, in the pursuit of increased and sustainable financial inclusion”.
Keywords: Behavioral Economics, Digital Payment, GCC, Economic Growth, Financial Economics.
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Subject Category: Finance & Industrial Organization
The Impact of Firm Economic Value-Added Index on Firm Market Value:
An Empirical Examination on the Pharmaceutical Industry in Jordan
Dr. Amer Qasim, College of Business, Al Ain University, UAE
Dr. Abdel Razzak Al-Chahadah, Faculty of Business, Al Zaytoonah University, Jordan
Dr. Ghaleb A. El Refae, College of Business, Al Ain University, UAE
The main objective of this study is to empirically investigate the impact of firm Economic Value-Added (EVA) index on firm market
value of pharmaceutical companies listed in the Amman stock exchange. The study included all pharmaceutical firms (8 firms) covering
the period between 2005 – 2018. Results showed that EVA has significant impact on firms’ market value. On the other hand, other
performance indicators such as Return on Assets (ROA), Return on Equity (ROE), Operating Profit Margin (OPM), and Gross Profit
Margin (GPM) were found insignificant in explaining firm market value. As a result, it is recommended that the financial market
regulator should require firms to disclose their economic value-added index to give current and potential investors the ability to take
better investment decisions. It is also recommended that companies should give more attention regarding the preparation of the valueadded statement alongside with other financial statements.
Keywords: firm profitability, economic value-added index, Jordan

Subject Category: Global Economics
Self Sufficiency vs Competitive Advantage and Globalization
Dr. Carolyn V Currie, CEO, Public Private Sector Partnerships, Australia
The Porter Diamond suggests that countries can create new factor advantages for themselves, such as a strong technology industry,
skilled labor, and government support of a country's economy. Most traditional theories of global economics differ by mentioning
elements, or factors, that a country or region inherently possesses, such as land, location, natural resources, labor, and population size
as the primary determinants in a country's competitive economic advantage. Another application of the Porter Diamond is in corporate
strategy, to use as a framework to analyze the relative merits of investing and operating in various national markets.
However, as the world globalized, nations found that their factor advantages were greatly diminished by comparison with
nations with vast populations, prepared to accept substandard living and wage conditions.
Over the last thirty years with the advent of the World Trade Organizations and various treaties, many developed nations have
shifted their manufacturing offshore with subsequent job losses in the developed world, notably in the manufacturing sector. For
instance, the US has lost 5 million manufacturing jobs since 2000. What makes things worse is the sense that not everybody is playing
by the same rules when it comes to global trade. A common refrain of the Trump administration in the US, for example, is that the West
has opened its markets to Chinese exports, but China has not properly reciprocated. Globalization, as it currently exists, is making some
in the developed world very rich, but hurting working class communities. This has been a gift to populist politicians, but it has been
devastating to many communities in Europe and the US that relied on manufacturing. A second aspect is erosion of state sovereignty.
International trade limits the ability of nation-states to control domestic economies, whereas international organisations and laws place
limits on their decision-making abilities. The Eurozone crisis proved that financial markets could topple governments just as easily as
elections. Yet there is no democratic control over financial markets. Large multinationals exploit legal loopholes (and use well-paid
lawyers and accountants) to help them avoid taxes. They offshore their operations to countries with weak labour laws and environmental
protection, circumventing higher standards in the developed world (despite selling their products there). A final aspect is increasing
inequality due to the introduction of new technology and foreign investment in developing countries.
Against this must be balanced bringing one billion out of poverty, the exploitation of comparative advantage - a global free
trade system allows countries to use their resources more efficiently, by selling what they produce best, while buying what other
countries produce better. The differences between countries, including differences in broad policy agendas, create relative differences
in productivity, giving rise to gains from trade. And finally claims of international cooperation.
However, all these claims have been aborted by one simple virus – the result of a country that has rapidly exploited comparative
advantage and globalization without the educational and basic living standards that should accompany it. The elite of the developed
world has grown rich on the exploitation of Chinese workers, who still resort to eating cheap wildlife with consequent adverse and
extreme health outcomes.
This paper traces the intellectual development of ideas in the developed world that have led to an outcome that could cripple
world trade for many decades even centuries.
Keywords: globalization, comparative advantage, inequality, pandemics.
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Subject Category: Population Growth and COVID-19
COVID-19 – is this a result of Population Growth – was a Malthusian catastrophe inevitable?
Carolyn V Currie, CEO, Public Private Sector Partnerships, Australia
Malthus maintained that pre-industrial societies differed in their degree of income inequality. Forager societies, on modern evidence,
seem to have been egalitarian in consumption. In such communities there was no land or capital to own, while in settled agrarian societies
as much as half of all income could derive from ownership of assets. Further forager societies were typically characterized by a social
ethic that mandated significant sharing. Thus, even the labor income of successful hunters was taxed by the less successful. In the
Malthusian model, the fixed factor is land. The second key component is a population growth function that is an increasing function of
per capita consumption. These two elements ensure that the steady state is characterized by a constant living standard even when there
is technological change. However the most significant element of Malthusian theories was that he maintained that living standards were
determined by fertility and mortality so that the only way living standards could be higher would be because either mortality rates were
greater at a given real income, or fertility was lower. This has relevance today as the rate of change of population growth has been
accompanied by climate change and environmental damage according to Holden and Erlich2. Resource intensity and waste intensity
can lead to adverse environmental impacts both in developed and developing countries. The former tends to consume resources faster
than resource regeneration, while the latter in the rush to improve living standards, become higher polluters using inexpensive but
inefficient technologies. Effects on public health through unclean water, poor sanitation and air pollution cause increasing mortality,
while issues of food supply, freshwater and sea pollution are leading to losses of arable land estimated at 2/3 of North America. Perhaps
this is the reason leading to wet markets which have been the source of COVID-19 19. As population pressures lead to demand for
forest building products, wood for heating or even just arable or habitable land, demand exceeds consumption for forest products by
25%. Apart from biodiversity effects with 2/3 of the world’s species in decline, warming due to greenhouse gas emissions attributed to
fossil fuels is blamed for increasingly severe weather events. For instance, low Arctic Ice is blamed for intensely cold conditions on the
east coast of the USA and droughts on the west. This article examines arguments for and against population controls as well as attempts
to formalize its effects. Even Malthus maintained that laws of necessity would preclude population increasing beyond its food resources,
but he did not live in an age where globalization allows highly populated countries to acquire the food and water resources of other
nations through free market mechanisms. Also ignored is that the most populated country in the world may consume wildlife and unclean
food products leading to the greatest pandemic since the Bubonic Plague. This article examines theories of population growth and puts
forward a new economic growth model that would reduce the instance of natural disasters and pandemics.
Keywords: Malthus, population dynamics, economic growth, climate change, pollution, environmental degradation.
2 J.P. Holdren and P.R. Ehrlich, "Human Population and the Global Environment," American Scientist, vol. 62 (1974), pp. 282–92.

Subject Category: Urban Economic Development & Planning
Urban Dynamics a Systems Thinking Framework for Economic Development and Planning
Dr. Khalid Saeed, Worcester Polytechnic Institute, Worcester, MA USA
The field of planning began as an action-oriented discipline normally taught in the schools of architecture or civil engineering in many
universities. The founding fathers of planning often advocated creating new infrastructure to meet well-intentioned goals as a starting
point for development (McGinn and Davis 1969). Albert Hirschman (1962), who advised many developing country strongmen on
economic development, saw almost all infrastructure initiatives as sources of a productive imbalance that could provide opportunities
for social learning for communities and nations (Hirschman and Lindblom 2007, Rodwin and Schon 1994). Such initiative often involved
huge opportunity costs and created many unintended consequences.
Urban Dynamics (Forrester 1969), on the other hand, questioned the action-oriented perspective of planning by demonstrating
a method to test developmental interventions before they are implemented so their unintended consequences can be discerned, and their
efficacy assessed. It focused on realistically representing the actual organizational decision-making structure for dealing with specific
policy issues. Forrester placed great emphasis on using experiential information about how people discharge their everyday roles while
he set his model boundaries to suit the specific problem behaviors he dealt with (Forrester 1980). His models were built from information
provided by real world managers and largely ignored the normative concepts of planning as well as the theoretical premises of rational
choice, marginality and equilibrium growth subsumed in mainstream economics (Saeed 2015). In Forrester’s models role players instead
work with limited information to balance their everyday acts (Morecroft 1985). Even though it was based on the experience of the city
managers, the Urban Dynamics model did not catch on as a planning tool. The U.S. Department of Housing and Urban Development
(HUD) showed some interest by supporting further research on applications of the model but refused to endorse it as a city planning
instrument. Through personal initiatives of one of Forester’s researchers, Lou Alfeld, a few cities around Boston, notably Lowell,
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Concord and Marlborough, used its recommendations with some success but most city planners remained critical of it (Alfeld 1995).
Urban Dynamics also was widely criticized by the mainstream planning community as it contradicted many of the prevalent normative
policies of the time, like job-creation, housing for the poor and worker training programs (Averch and Levine 1971, Sayer 1976). Its
complexity and disregard of the prevalent models of urban and regional planning repudiated the mainstream practices of the time and
aroused skepticism and disbelief about its structure and policy recommendations.
The key findings of Urban Dynamics – namely the inefficacy of traditional interventions and the importance of renewal of old
infrastructure - have since been interpreted in a variety of ways and have slowly been recognized as valid around the world (Seetharam
and Yuen 2010). The operational perspective and experimental approach to policy design it created are beyond doubt of great value to
a planning process that seeks to improve welfare of communities at various regional levels without leading to unforeseen consequences.
The model also creates new insights into the developmental issues that are discussed in the following sections of this paper.

Subject Category: Monetary Models & Empirics
Causation between money creation, inflation and exchange rate variations in Argentina
in the 21st century: An empirical analysis and its consequences for the theory
Dr. Marcelo Dabos, Lic. Jorge Barreto and Mg. Daniel Mosquera
Universidad Nacional de La Matanza, Argentina
This work econometrically estimates the causal relationships between money creation (evolution of M1), inflation (evolution of the CPI)
and variations in the nominal peso-dollar exchange rate (evolution of the NER) in Argentina in the 21st century using monthly data.
Given the empirical results obtained, the objective is to evaluate which theories best explain the observed causality. Simple correlations
between the variables at sample levels show that there is a positive and significant correlation between the variables. These results are
expected as the variables share an increasing trend. For this reason, the increased Dickey-Fuller and Phillips-Perron tests indicate that
the variables are integrated of order one. The Granger causality tests show that the effects of the lagged values of the different stationary
variables are as follows: lags of monetary growth cause inflation but lagged values of inflation do not cause monetary growth, therefore
the causality direction would be unidirectional from monetary creation to inflation. Devaluation causes inflation but inflation does not
cause devaluation. The causality would be one-way from devaluation to inflation. Monetary growth causes devaluation but it does not
cause monetary growth in the Granger sense. The causality would be one-way from money creation to devaluation. A multivariate
analysis reveals that the causal relationship in the Granger sense would be defined as monetary growth and devaluation to inflation. A
VAR model is estimated to analyze the three variables together and understand their dynamics by analyzing the impulse response and
variance decomposition functions. Our estimated VAR model exhibits adequate statistical properties and the results are in line with the
Granger causality tests performed. Given our results, based on the data used for the period analyzed, the theories that would best explain
the results for Argentina in the 21st century are the quantitative theory of money, the monetary theory of inflation and the existence of
"pass through" of devaluations on the inflation rate.

Subject Category: Health Economics
Using Data Mining for Predicting Breast Cancer
Dr. Shorouq Eletter, Dr. Tahira Yasmin, Dr. Ghaleb Elrefae, Dr. Abdullah Elrefae
College of Business, Al Ain University, UAE
Recently healthcare organizations are utilizing predictive analytics for improving patient care. The resulted predictions are used to
develop actionable intelligence (i.e. transferring knowledge into action) that will result in improved care outcomes and patient
experience. Historical records are used to build models to detect diseases at early stages which might positively impact care outcome
and patient experience. Breast cancer screening is a common practice from healthcare providers. Applying predictive analytics to detect
breast cancer at early stages has significant influence on the care outcomes. Breast cancer screening is a common practice from healthcare
providers. This study aims to apply data analytics on a real dataset of the following attributes: age, BMI, Glucose, Insulin, HOMA,
Leptin, Adiponectin, Resistin, MCP-1 are used to detect the presence of the disease. A number of data mining models will be used to
build the predictive model. ROC and AUC will be used to assess the predictive accuracy of the developed models.
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Subject Category: Management & Human Resources
The Personal Sustainability Audit and its Application in Organizational Sustainability Practice
Dr. Maria L. Nathan, College of Business, University of Lynchburg, USA
Organizational sustainability is the efficient use of energy and resources at both personal and organizational levels and is recognized as
a contributor to developing competitive advantage (Bansal, 2005; Bateh & Arbogast, 2013). Concerns for personal sustainability go
beyond employees earning a fair paycheck to include growth, contribution, wellbeing, and sustainable living (Nathan, 2018).
Personal sustainability is the ability to access and use natural life energy in service to own values, passions, and mission in the
world. Energy flows must be wisely used and saved in alignment with highest priority items so that there is also enough in reserve to
accomplish goals and serve the greater good. Personal resources include: time, money, health, relationships and intellect, and are
maintained in congruence with life energy. In sum, resources must be wisely replenished, and vitality reenergized for personal
sustainability over time.
A personal sustainability audit permits the exploration of employee choices in the use of life energy and other personal
resources. It is more fundamental than green or sustainable lifestyle choices such as personal purchasing habits, energy usage, and food
and transportation choices.
Audit results direct employees to meet present needs more readily without compromising an ability to meet future needs. The
employee self-audit of personal sustainability can be further used to promote, support, and strengthen organizational sustainability.
Audit-elucidated employees are directed to seek further correspondence between daily work and organizational sustainability goals as
they self-manage for their own sustainability in balance and over time. This significant personal engagement by employees can be used
to help reinforce alignment between the organization’s sustainability and employee purpose (Bhattacharya, 2018; Polman &
Bhattacharya, 2016). An opportunity to contribute to the future wellbeing of company, employee, and society awaits.
REFERENCES:
Bansal, P. (2005). Evolving sustainably: A longitudinal study of corporate sustainable development, Strategic Management Journal,
26, 197-218.
Bateh, J. & G. W. Arbogast (2013). Defining sustainability in the business setting, Journal of Sustainability Management, 1, 1, 1-4.
Bhattacharya, C. B. (2018). How to make sustainability every employee’s responsibility, Harvard Business Review, February.
Nathan, M. L. (2018). Holistic workplace wellbeing: Construct, circumstances, and strategic sustainability consequences,
International Journal of Sustainable Strategic Management, 6, 2, 145-166.
Polman, P. & Bhattacharya, C.B. (2016). Engaging employees to create a sustainable business. Stanford Social Innovation Review,
Autumn.

Subject Category: Education
Education as the Future of Every Community
Dr. Sergio Paez
Urban Education Leader – Worcester County, MA, USA
This presentation relates to the importance of education and the impact it has in the quality of life of individuals and communities. The
information shared in this presentation is from Massachusetts, United States. It shows a clear correlation between levels of education
and income. Also, explores how education is not the same for every student. It shows how women, Latinos and other students in urban
settings have less academic achievement when compared to other students outside urban settings. This clear difference, in the quality of
education, has a significant impact in the quality of life of communities across the country and the world. Based on multiple years of
experience transforming educational settings, the presenter shows how changing the educational experience is key to invest in the future
of all students but in particular students who have been historically disenfranchised and under-represented. This transformation is key
to improve the future of progressive communities. Lastly, it explores how everyone contributes to the betterment of educational
environments. The presenter asks a series of questions that open the conversation to bring personal responsibility to multiple stakeholders
in any given community. This initial conversation could be the beginning of transformation and eventually a guide to create meaningful
policy changes.
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Subject Category: Accounting
Voluntary Disclosure: Harm or Help?
Dr. Victoria Krivogorsky, San Diego State University, USA
This paper is an analysis of particular ethical issues related to voluntary information disclosure. Drawing on symbolic and impression
management theory, this paper presents an evaluation of tactics employed to manage a company’s legitimacy through voluntary
disclosure. Using the sample of publicly traded companies that received cease-trading order, I analyzed two tactics: selectivity in
releasing the information and the language used in a disclosure that very often suggests a positive outlook despite the imminent release
of a cease-trading order. This analysis is a part much larger discussion on information materiality and the significance of voluntary
disclosure. It also has implications for potential investors and the investment community as a whole.

Subject Category: Accounting
History of Islamic Accounting Standards: Implementations and Challenges
Dr. Mohammad Haroun Sharairi, College of Business, Al Ain University, UAE
Dr. Amer Qasim, College of Business, Al Ain University, UAE
Dr. Ghaleb A. El Refae, College of Business, Al Ain University, UAE
This paper intended to explore the history and expansion of the Islamic accounting standards developed by the accounting and auditing
organization for Islamic financial institutions (AAOIFI). It also identifies the implementation and challenges of adoption these standards
by the Islamic financial institutions. Data was collected for this purpose through examination of documents and conducting interviews
with some key players involved in the preparation of Islamic accounting standards. This paper found that there is limited knowledge of
Islamic accounting standards by Islamic financial institutions and the accounting standards included a political component indicating
that those regulating the systems of accounting protected their interests to the possible disadvantage of accounting and financial report
users.
Keywords: AAOIFI, IFRS, Shariah

Subject Category: Industrial Organization – Firm Performance
Identifying the Factors Affecting Firm Performance and Growth:
The Case of Italian Publicly Listed Firms
Dr. Ilias Makris, Dr. Stavros Stavroyiannis,
Technological Educational Institute of Peloponnese, Kalamata, Greece
Mr. Panagiotis Charalampakis, Business Administration, University of Patras, Greece
The 2008 financial crisis affected almost all the eurozone’s member states, but not on the same scale. Italy, the 3rd largest country
member of the Eurozone, in terms of GDP, was hit by the economic crisis like the rest of the countries of Southern Europe. In fact, six
months after the Lehman Brothers collapse, Italy’s GDP fell by 4.4%. Since then, income per capita has a zero increase and gross debt
has reached previously unthinkable levels, ranking Italy second only after Greece, among the Eurozone countries. In this research, a
large number of publicly listed companies are examined, in order to analyze their economic data. Efforts are being made through this
study, to identify what are the common characteristics that are associated with the company performance and growth between 2008 and
2018, which is basically the recessionary period. A panel data analysis is performed, focusing on how firms’ financial performance and
growth, are being affected by their financial health, internationalization and size. Similar researches are presented, and their findings are
compared, in order to investigate the factors that are crucial for firm growth, especially during a recessionary period.

Global Business & Economics Anthology, Volume II, December 2020

89

Subject Category: Industrial Organization / Sport Industry
COVID-19 and the Sports Industry: The Way Forward
Dr. Victor Matheson, College of the Holy Cross, USA

Few industries have been hit harder by the COVID-19 pandemic than the spectator sports industry. This presentation examines the extent
to which the industry has been affected, why the industry is particularly economically vulnerable to COVID-19, and how the industry
will move forward from this point.

Subject Category: Marketing & Management
Reopening with Confidence: Ensuring People Feel Safe to Attend Large Gatherings
Dr. Anna M Goldhahn, Dr. Jamal A Rashed
School of Business, Mount St Joseph University, Cincinnati, USA
While many forms of congregations are important for civic and economic well-being, the CDC found that religious worship has
particularly profound significance to communities and individuals. It may be possible to conclude from mass media, social media and
other social platforms that significant disagreement exists among Americans on whether to take precautions to prevent the spread of
COVID-19, with one sizable group advocating extensive precautions and another sizeable group rejecting all precautions, particularly
mask wearing. We surveyed members of a Christian church in the Midwest in order to design a scenario to return to in-person worship
that would both reflect expert recommendations and be acceptable to the members. In contrast to the authors’ impressions based on
media coverage, two findings emerged: 1) Members were well educated about COVID-19 precautions (including social distancing and
handwashing) but were still open to acting on new information about prevention. 2) Members reported a higher likelihood to attend inperson gatherings if masks were required than if masks were simply recommended. Comparisons are drawn to research about reopening
university campuses and about previous infectious outbreaks.

Subject Category: Education
The Importance of Bilingual Education
Dr. Sergio Paez
Urban Education Leader – Worcester County, MA, USA
This informal conversation highlights the multiple benefits of bilingual education and the important of carefully designing researched
based programs to ensure high expectations and the long-term planning of this unique program (it takes from 4-7 years to reach full
bilingualism). This conversation is taking place with the newly hired principal of the Raices Elementary School in Central Falls, Rhode
Island. I have the opportunity to create successful bilingual programs in many districts across the New England area in the last 25 years.
This is a great talk with one of our leaders about the purpose of this innovative school focusing on our families and the community at
large. To succeed implementing this program, it requires the understanding and skills of progressive bilingual educators. They need to
be experts in language development and must know how to be able to negotiate language and content during this 50/50 methodology.
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Subject Category: Education
Agility in Higher Education Institutions in the Event of Pandemic
Dr. Ghaleb A. El Refae, Dr. Amer Qasim
College of Business, Al Ain University, UAE
Dr. Abdel Razzak Al-Chahadah
Faculty of Business, Al Zaytoonah University, Jordan
This paper seeks to understand the agility of higher education institutions (HEIs) as a responsive mechanism to the current international
outbreak of the COVID-19. Universities and schools need to be more agile than ever. For these institutions, being agile means being
able to continue classes, even if their faculty, staff, and students are unable to physically be in campus. The risk management plan for
an education institution needs to incorporate agility so that the institution can adjust to a changing and often unpredictable environment.
Agility is defined as the ability to adapt to rapidly changing environments. Agility involves quicker adaption to the external and internal
environments and can result in improved operating performance, quality, and client satisfaction. Management and organization theory
presuppose that successful organizations are highly compatible with their external environments. Incorporating the concept of
organizational agility may allow HEIs to become more compatible with their environment. Agility requires firm-wide changes in culture,
mindset (beliefs), behaviors (skills), and structure processes (Gibbons 2015). Changes in culture and mindset will not be sustainable
without changes in actual behaviors and structure. This is why Worley et al. (2014) note that it is better to be structured for agility than
to be agile when necessary. Whatever the circumstances are, education institutions should harness the power of technologies to be agile
and adaptable to any unexpected event in the future. Risk management plans should keep in mind the utilization of new technologies
and to invest in IT infrastructure as well as training faculty, staff, and students to be always prepared for the event for working online.
Keywords: Agility, Higher Education Institutions, Risk Management

Subject Category: Education
Investigation of the Components of the Organizational Culture of Secondary Public Schools
Mrs. Christina Thomaidou Pavlidou, Dr. Andreas Efstathiades
European University in Cyprus, Cyprus
The aim of this study is to investigate the elements of schools’ organizational culture that exist in secondary public schools. Based on
the literature review a conceptual model of the elements of organizational culture has been developed to test this on secondary public
schools in Cyprus. The Structural Equation Modelling using AMOS 21 software used for data analysis showed that individualism Vs
collectivism, uncertainty avoidance and learning culture significantly and positively affect Organizational Culture (OC) of the public
schools. However, there is not a significant relationship between type of culture and organizational culture. In order to develop a learning
culture, schools need to promote inquiry and dialogue and empower people towards a collective vision. Regarding individualism vs
collectivism the two most important factors in the public schools that affect organizational culture is that “school administration tries to
achieve a balance between the needs of employees and the needs of the school (Bureaucratic rationality)” and “there is a climate of
cooperation and teamwork at the school/participation and collaboration”. In addition, “teachers’ feelings of pride and belonging to the
school and a strong belief and acceptance of the school’s goals and values, exerting considerable effort on behalf of the school” is the
most important factor of uncertainty avoidance that affects the schools’ organizational culture.
Keywords: Organizational Culture; School culture; Secondary Public Education; Learning culture; High schools.
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Subject Category: International Business / Economics
Gender Moderator Role in the Relationship between Leader Humility and Employee
Psychological Empowerment
Marjorie Noboa Auz, Universidad de Guayaquil, Ecuador
Dr. Ricardo M. Pino, CENTRUM Catolica, Pontificia Universidad Catolica del Peru, Peru
The purpose of this study was to examine how gender moderates the relationship between the perceived leader humility and the
subordinates’ psychological empowerment. Four groups were studied considering leader’s gender, male or female (M, F), and
subordinate’s gender (M, F). The four groups were dyads leader-subordinate: M-M, F-M, M-F, F-F. The hypotheses were tested with a
questionnaire applied to 253 MBA students in Ecuador. Multi-group analysis (MGA) was used with bootstrapping technique. There was
found that gender has a significant moderating effect role in the studied relationships, being the M-M and F-M dyads the ones that
presented the highest correlations. The results showed that males subordinates value humility attributes in their leaders, being them
males or females. For females subordinates the relationship found was weak, although significant. Moreover, the relationship was not
significant for the dyad F-F, showing that female subordinates are rather indifferent to humility attributes of their leaders. Moreover,
humility seems not to be a female leader attribute valued by female subordinates. This is the first study of this kind in Ecuador, a country
that scores high in the Power Distance culture dimension.

Subject Category: Business Ethics
Business Ethics in Difficult Times
The Corona-Crises and what we can learn from it
Mrs. Anna-Vanadis Faix, Gärtringen, Baden-Württemberg, Germany
The world is facing the corona virus and a global pandemic. There are different strategies how countries face the virus, depended from
several factors like the infection rate, the health care system and the specific economic situation like the wage of ex- and import. Some
follow the strategy of containment other states want to achieve mitigation to avoid the collapse of their health care system. These
different strategies lead to different restrictions of the socio-economic life. The main balancing seems to be made between economics
and the health of people. But that seems to be misleading due to several priorities we already make over economic goods in the given
frame. Instead both factors are conditional to each other. But anyway, the world economic will need to face an upcoming regression due
to the restrictions, even if not all countries need to face this with the same intensity 1. Additionally, futurologist predict several scenarios
how the economic world might change after the pandemic. For example, it seems likely that some countries will focus more on local
production in the pharmaceutical industry. Also, they will rethink supply chains and just in time production within fundamental goods.
These are market structures we need to analyse in the light of the actual crisis. My thesis is that in doing so, we also need to actively
deal with the future of business and companies and ask ourselves what we can learn from these crises. In my talk I want to give two
main ethical arguments what business can learn from the crises to emerge stronger from it. First, the given situation teaches us about
priorities and in this sense, we can also conduct important structures about the value of a company within a society. There already exist
several approaches in (ethical) leadership, that argues that the worth of companies is decided by all affected individuals and therefore
created from the value they give to society 2. This does not mean that the Crises shows us which companies may fulfil this value. Instead
it teaches companies in unknown and flexible situations the need to actively innovate new ways of how to create value. Companies that
react with a total innovative switch to the actual situations are good examples 3. The second argument I want to make concerns the way
companies deal with competition, especially information that may can decide over decisive market advantages. Even before the crises
there were several company examples that show how long-term business ethics can produce successful structures like sharing important
information in a free and open manner to competitors to drive innovation over company boundaries 4. In the crises we can see some
similar behaviour within scientific structures, where all sharing their research information with others to find quicker and better solutions.
Companies can currently learn from this and create cooperative competition from which everyone could profit. For example, if a
company successfully transfer their structures into the production of protective gear, they can share their information and experience
with other companies to accelerate processes.
1

Statistica Dossier (2020): Auswirkungen des Corona Virus auf die Wirtschaft.
Faix, Faix, Kisgen, Mergenthaler (2019): Leadership. In: Faix, Kisgen, Mergenthaler, Leadership. Personality. Innovation.,
Steinbeis- Edition, Stuttgart, (2019), p. 11.
3 An example is a company in Italy that change their diving masks production into a breathing apparatus company during the actual
situation.
4 Kimakowitz et al. (2011): Humanistic Management in Practice, Humanism in Business Series, Palgrave Macmillan, Hampshire (UK).
2
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Subject Category: Business Ethics
Greed or Self-Interest, which is the Driving Force of Capitalism?
Dr. Kwok Tung Cheung, University of Dayton, Ohio USA
It is commonly believed that greed is the driving force of capitalism, e.g., (MacIntyre, 1988). However, business ethicists such as Novak
(1982), Werhane (1991), James and Rassekh (2000), etc., think this is a grave mistake. They argue that the driving force is instead selfinterest, which is drastically different from greed, because self-interest contains a certain degree of regards of others, which is sometimes
even qualified as self-sacrifice, whereas greed usually pertains to irrational selfish and destructive behaviors. In this paper, I argue that,
once we examine further the concepts of greed and self-interest, we will find that they are not so different. On the one hand, I propose
an integrated concept of greed that includes the Aristotelian notion of pleonexia. On the other hand, I draw from a debate about selfinterest and self-sacrifice in the literature of analytical philosophy such as (Overvold, 1980), (Darwall, 1997), (Holley, 2002) and (Rosati,
2009), which has not been introduced to the field of business ethics at all, and argue that the very concept of self-interest must have a
self-regarding element such that the interest of the agent is guaranteed to be promoted in some ways. My conclusion is that behaviors
based on self-interest are not qualitatively different from the behaviors based on greed.
Keywords: Subject category: philosophical business ethics

Subject Category: Business Ethics
How Buying Less is Being More: Integrating Ethical Consumption into Business Education
Dr. Leslie E. Sekerka, Menlo College, USA
Dr. Petra Kipfelsberger, University of St. Gallen, Switzerland
Dr. Derek Stimel, UC Davis, USA
Dr. Rick Bagozzi, University of Michigan, USA
Ethical consumption involves people making decisions that strive to reduce environmental or social harms. This stands in stark contrast
to typical frameworks advanced in business school settings, in fields like economics. “More is better” is a standard outcome goal that
has analytical appeal. Temptation, a natural force tending to circumvent ethical consumption, is typically excluded by assumptions of
economic rationality. The drive to succeed is often structured around creating demand. We argue that if ethical consumption is to be
more widely habituated throughout the global economy, it must be woven into the fabric of business education via a multiple disciplinary
approach. To initiate this idea, we use a critical incident inquiry approach among business students to prompt their awareness of ethical
consumption and to illustrate how their current thinking and behavior may not reflect their assumed moral identity. Insights are presented
for how to better integrate ethical consumption in business education.
Keywords: Business education, ethical consumption, moral competencies, decision-making, utility maximization

Subject category: Business Ethics
Thomas Aquinas, Economics, 3rd Hellenization and Freedom (*)
Dr. Demetri Kantarelis, Grenon School of Business, Assumption University, USA
In this paper, I assert that currently the World has been experiencing the Third Hellenization Period that started with the Italian
Renaissance, instigated by the teachings of the theologian and philosopher St. Thomas Aquinas (1225-1274 CE). Unlike philosophers
in previous periods (First and Second Hellenization as well as Medieval), St. Thomas preached that Truth is a function of both Natural
Revelation and Supernatural Revelation which resulted in, simultaneously, Christianizing Aristotle (St. Thomas’ most referenced
philosopher) and Aristotleizing Christianity, thus opening up the doors to human reason that had been muted during the Medieval
centuries. I also assert that the basic constituent of Hellenization is freedom: the freedom to think or reason, the freedom to seek
gratification from aesthetics, and the freedom to undertake a spiritual journey towards a less restraining life through empowerment and
metamorphosis. Ancient Greeks realized that freedom to pursue their desires, subject to constraints (geographical, cultural and legal) as
well as balance of mind and body, would give them the capability to excel in whatever they set their minds to; a freedom that sparked
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an unyielding endeavor for truth, perfection and excellence that made them achieve phenomenal accomplishments which astound us to
this day; it appears that, despite obstacles, this kind of freedom drives the current Hellenization period on a path to higher levels of
wellbeing for all.
(*)

Working paper; manuscript available on request.

Subject Category: Industrial Organization & Entrepreneurship
Clusters: Theory, Examples, and Critical Analysis (*)
Dr. Demetri Kantarelis, Grenon School of Business, Assumption University, USA
A cluster is a set of co-located firms and institutions, spatially or otherwise, in pursuit of inventions / innovations, in process and product
or service in high technology and life sciences, to create new (or enter existing) local and/or global markets (e.g., Silicon Valley in
California and Biomedical Corridor in Massachusetts, USA.) The primary purpose of this presentation is to add to the description of the
architecture of entrepreneurial cluster factors in the USA originally charted by Schramm’s (2004). It is stated that entrepreneurial
clustering in the USA is governed by five factors: (a) venture funding as well as personal savings and capital democratization, (b)
established large firms, (c) government, (d) universities, and (e) ecosystems. The presentation stresses net benefits to society and
describes Porter’s diamond along with a few applications, USA cluster and numerical simulations of clustering, cluster value capture
and life cycle, and the issue of cluster congestion. The presentation concludes by emphasizing the need to (a) identify connect and
develop concerns, (b) form a credible association among members, and (c) circulate among co-located firms answers to fundamental
questions such as, on the demand side “What are the 3 top needs of your clients?”, and on the supply side “What are the 3 top needs for
needed services / resources?”
(*)

Research in process; presenter available for details.
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The End!
See you all next year
during the 37th B&ESI Conference
in Rome, Italy - July 6-9, 2021!
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