Public Finance Great Festive Debate

THIS HOUSE BELIEVES THE
CHRISTMAS EXTRAVAGANZA IS A
WASTE OF TIME AND MONEY
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Thank you for coming to our Festive Debate:

THIS HOUSE BELIEVES THE CHRISTMAS
EXTRAVAGANZA IS A WASTE

OF TIME AND MONEY

With a note of acknowledgement to: Prof Joel Waldfogel ... (University of Minnesota)

The American

“The deadweight loss Economic Review Scroogenomics (2009)
of Christmas”, American

Economic Review (1993)
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The deadweight loss ... of taxes
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Scroogenomics caption competition

But | hate wearing
tartan shorts, mummy !/

Why can’t | wear a
Christmas bow-tielike

Norman’s? (@@
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Eric Crampton,
Head of Research,
New Zealand Initiative

FORTHE MOTION

b government VICTORIA

TE WHAR

o 13:« .1,‘\\"’\\“,
J network s

Chair in Public Finance

Victoria Business School




The argument against Christmas

« Christmas gift exchanges waste time, money and
effort relative to very feasible alternatives.

« While economists love voluntary exchange, is
Christmas really voluntary? Really?

* In whose fevered imagination does it make sense to

have everybody schedule their holidays at the same
time?
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My best case for Christmas

- We should be reluctant to claim that voluntary
Interactions are inefficient.

- The giver’s joy counts too.
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A voluntary Yuletide?

Go home tonight and try it!

Christmas gifts aren’t about giving, they're about
signalling.

Economists know that social conventions around
sending costly signals can be harmful.
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Gifts as Signal
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Silly season losses

The business rush in advance of everyone
disappearing;

Congestion in vacation destinations;

« Seasonality losses in schooling and elsewhere
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A Festivus for the Rest of us

e

L The Origins of festivus

P (Many Christmases ago, | went to buy
Z & ‘ " doll for my son. | reached for the last

— A %\ one they had, but so did another man.
/) |
—

ol

Lo\ fis I rained blows upon him, | realized
. BC" there had fo be another way..
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Bronwyn Croxson,
Chief Economist,
Ministry of Health
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Nominal expected expenditure by country,

Euro per household, 2012 (Source: Deloittes Spending Survey 2012)

Christmas Spending by Country (euro, per household)
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John Lewis Partnership (UK), nominal
weekly sales, to 28 December 2013
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DeckK the Halls with Macro Follies — Merry Christmas!

Posted on December 20, 2013 by Greg Ransom

Deck the Halls with Macro Follies
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Nominal expected expenditure, US
$ per household, 2014 (source Deloittes)

Figure 4. Spending will likely increase across all holiday-related categories
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Source: Deloitte holiday survey 2014, Graphic: Deloitte University Press | DUPress.com

Entertainment at home
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Nominal expected expenditure , NZ
$NZ, 2014 (source: Mastercard)

. & T
®|= hit nevsroom mastercard.com/asizpaci c/ press-elesses kivis £ - B © X | (2 Home | MOHGM Ministry of Heals 54% Nze rs pla n to buy il v £

gifts for >6 people

& Print

Home » Engagement Bureau » Press Releases » Kiwis Embrace the Spirit of Giving this Christmas

Content 810 oEEN 0 |WTweet 1

Brief
Press Releases
Press Releases Kiwis Embrace the Spirit of Giving this Christmas

Digital Press Kits
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Auckland, New Zealand — November 25, 2014 — Kiwis are embracing the spirit of giving Christmas, with new

s revealing that a majority of us will be looking to purchase gifts for six or more peop!
1/4 NZ households plan
. nissioned by MasterCard, the study revealed that more than half of New Zealanders ($4%) planned to be
tO Spend > $200 on glftS acmore friends and family this Christmas, whilst nearly 1 in 5 looked to buy gifts for more than 11

& biggest givers in terms of the number of stockings they’ll be filling, being more than
ar more people, and three times more likely to be on the hunt for more

is festive season.

Insights & Research twice as likely as men to purcha

than 16.
MasterCard 101

ets, with parents expecting to
® spend $200 or

In terms of gift buying, children are likely to take the biggest bite out of Chris
Industry News spend an average of $140 on gifts for each of their kids — although a quarter of households pla

. more.
Priceless

Partners come in a close second in terms of priorities, with Kiwis planning to spend on average $136 on their
significant others’ gift. Third are parents and in-laws at $80, followed by extended family ($65), siblings ($59) and

friends ($52).
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Project Inspire

Overall, most Kiwis expected their Christmas expenses to cost more than $500, including around a quarter (24% cookie Consent
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“I have never met an
economist who mistakes
Christmas gifts for an
inefficient attempt to

maximise consumer surplus”
(Kristian Niemietz)
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Patrick Nolan,

Principal Adviser,

New Zealand Productivity
Commission
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The Christmas rush
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More efficiency, less sentiment

Paul Samuelson: economics is the “study of how
societies use scarce resources to produce valuable
commodities and distribute them among different
people”

The Christmas extravaganza falls within this
definition. It is about “how people use resources”

- From feast of St Nicholas
- To Haddon Sunblom and Coca Cola (1931)
- And on and on ...
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You shouldn’t have ...

The Deadweight Loss of Christmas

Society's
Benefits / Marainal
argina
Costs Social Cost of
gift production
— Benefitte | _ _ _ _ _ _ _ _ _ _ _
_ the giver
Megative
social
benefits of =
too much
% ai
A e Benefitto |  _ _ _ _ _
. the receiver '
| Marginald
| Marginal ben ;ﬁ:, :rf gift
| benefit of gift
1 recipient
Efficient Quantity Quantity
guantity actually dven
1 , __

Resources are over-allocated , - .
towards unwanted gifts Source: Welker’s Wikinomics
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Broken window fallacy
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Let’s see the back of the Christmas
extravaganza
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Anne-Marie Brook,
Principal Adviser,
The Treasury
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HUMBUG!
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“If you cannot
get rid of the
family skeleton, =
you may as well
make it dance.”
George Bernard
Shaw
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The complete model is described by a set of ten differential equations:
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The winning team will receive...

One gift card, 36 million
places to spend it!

Prezzy® card is the perfect gift because the person you

give it to can choose from 36 million Visa outlets
around the world, including selected online merchants.

t may be a book, dinner out, a special something
their eye™® =

apghing thg
Prezzy card is easy to get, easy to give.

Pick up a Prezzy card....

= At your local PostShop- Load any amount from $25 to
$1,000

= Online- Load between $25 to $500. You will be taken to
the New Zealand Post order page.

= At one of our retail partners

Then give it to someone special! Choose a design

(You will be taken to the New Zealand Post
order page)

The perfect gift for him Disputes

The perfect gift for her Distributors
Contact us Fees

About us Terms and conditions
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