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Nobel Prize for Economic Sciences

The 2021 Nobel Prize for economic sciences has been awarded in one half to Canadian David Card and
the other half jointly to Israeli-American Joshua D Angrist and Dutch-American Guido W Imbens.

Copyright © 2025 IASToppers. All rights reserved. | Page 1/3



IA_ S Toppers www.iastoppers.com

o 7 mr

WHAT HAVE THE AWARDEES GIVEN
TO THE DISCIPLINE?

The short answer is a rigorous road to
establishing causality. Each of awardees offer
courses in econometrics - the sub-discipline
which uses sophisticated statistical technigues ;
to establish cause and effect relationships. The importance and /)" sa
brilliance of their methodological rigour lies in the fact that it /4
has been applied not in esoteric modelling but answering
questions which are extremely relevant to the world.

\b minimum wages necessarily leads to an
increase in unemployment. Card |ooked at

the fast-food industry in New Jersey and eastern
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(ard's most famous work, example,
refuted textbook wisdom that raising

Pennsylvania to come at his conclusions. -
Similarly, “in an innovative study from 1994,
Joshua Angrist and Guido Imbens showed
what conclusions about causation can be
drawn from natural experiments in which
people cannot be forced to participate”.
The importance of this kind of
research goes beyond economics, as
establishing causality is central to
research in disciplines such as GUIDOW
political science as well. IMBENS
I_A

[Ref: Hindustan Times]

Major Highlights:

e David Card has been awarded the 2021 prize “for his empirical contributions to labour

economics."
e Joshua D Angrist and Guido W Imbens got the prize “for their methodological contributions

to the analysis of causal relationships."”
e The prize winners will share a sum of 10 million Swedish crowns or $1.14 million.

Card: Wages and Jobs

e Card’s use of “natural experiments” is exemplary and his studies from the early 1990s
challenged conventional wisdom, leading to new analyses and additional insights.
o For example: It is believed that raising minimum wages lead to lower employment.
o Card showed that increasing the minimum wage does not necessarily lead to fewer jobs.

Angrist, Imbens: Education, Pay

e They are recognised for their methodological contributions to the analysis of causal

relationships.

e They helped make sense of the data from such natural experiments.

e For example: Extending compulsory education by a year for one group of students may or may
not affect everyone in the groups in the same way.
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The Issue:

e Some students would have kept studying anyway and, for them, the value of education is often not
representative of the entire group. So, is it possible to draw any conclusions about the effect of an
extra year in school?

Result:

* In the mid-1990s, the duo solved this problem, demonstrating how precise conclusions about
cause and effect can be drawn from natural experiments.

Why this year’s prize Matters?

| ®Modern economics has Esther Duflo and Michael experiments help answer

i increasingly been Kremer for popularising the important questions for
struggling in reconciling Randomized Control Trials society” has underlined that
textbook wisdom and the (RCTs), a technique usually RCTs need not be the
real world. deployed in medicine, in end-all and be-all of

@ The Nobel Committee made answering economic economic methods.
a big signal on this count in questions. ® However, it also underlines
2019 when it awarded the | @ This year’s prize, in the importance of rigour in
prize to Abhijit Banerjee, recognising that "natural arriving at conclusions.
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[Ref: Hindustan Times]

The India context:

¢ |n India, it is commonly held that higher minimum wages will be counterproductive for workers.
e From Card’s work it can be stated that minimum wages can be increased in India without worrying

about reducing employment.
o Minimum wages in India are very low with the national minimum wage at just Rs 180 per

day.

Importance:

¢ Since, India has a minimum wages code; it will extend to unorganised sector workers. So,
enhancing minimum wages is important to improve incomes in the unorganised sector.
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