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Project Description: 
 

The purpose of this project is to conduct an analysis of the current literature on 
how income inequality has influenced the financial crisis of 2008 and more so how 
mandated healthcare costs could potentially lead to greater income inequality, in turn 
influencing another financial crisis in the United States. We plan to extensively research, 
the potential externalities that pertain to the Affordable Care Act (ACA) and the potential 
positive or negative consequences it has on income inequality. 

A financial crisis is a disturbance to financial markets associated typically with 
falling asset prices and insolvency among debtors and intermediaries, which spreads 
through the financial system further disrupting the market’s capacity to allocate capital 
(Eichengreen and Portes, 1987). The most recent financial crisis in the United States 
happened in 2008 when the real estate market crashed and large financial institutions 
such as Bear Sterns and Lehman Brothers became insolvent. It is interesting to note 
that the rise of globalization, shrinking union membership, and the rise of income 
inequality that began in 1978 preceded this recession (Robert Reich). 

Although we have been deemed to be in a post-recession economy, it is 
interesting to consider what factors could influence another recession. On March 23, 
2010, President Obama signed the Affordable Care Act (ACA) with the intent to 
guarantee affordable healthcare to all Americans. Because this plan mandates that all 
American’s are to purchase health insurance, this potentially could have negative 
effects on individuals within the lower-middle class. It has the potential to take money 
out of the financial markets, and force individuals to default on loans and credit. This 
project will briefly review the factors that caused the financial crisis of 2008, but more 
importantly analyze what factors such as the ACA could have the potential to lead to yet 
another crisis in the not so distant future. 

We plan to focus on the studies of Robert Reich and other individuals who have 
linked inequality to the financial crisis, while further considering mandated expenses as 
another variable with the potential to influence a future crisis. We will analyze the 



difference in money spent in financial markets due to income inequality, shrinking union 
membership, and the implementation of the ACA. 

We will include an extensive review of the current literature regarding the many 
factors that could lead to a future financial crisis.  Further, we will begin to develop an 
econometric regression to empirically identify the effects of inequality and mandatory 
payments on financial market values and potential crises. 
 

Roles and Responsibilities of Student and Faculty Member 

 

Primary Responsibilities of Student, Perry Mindo: 
 

Perry will act as the principal investigator for this project.  Perry will conduct a 
thorough literature review on the topic; assimilate the literature into the style consistent 
within the Economics discipline; determine the appropriate econometric analysis that 
would be relevant to conduct an empirical study of this kind; and identify potential data 
sources for a future stage of this project. 
 

Primary Responsibilities of Faculty Member, Sabrina Terrizzi, Ph.D.: 
 

Dr. Terrizzi will oversee Perry’s work and teach the discipline-specific research 

skills necessary to conduct a complete literature review on this topic.  Dr. Terrizzi will 

work with Perry to develop the relevant econometric models necessary for conducting 

quantitative data analysis in the field of Economics.  Further, Dr. Terrizzi will follow-up 

on potential data sources to determine their accessibility and availability for use on a 

future version of this project.  (Perry will be doing an honors project next year on a topic 

related to, but distinct from, this specific analysis.  In his honors project, Perry will be 

required to conduct an econometric analysis using various financial datasets.) 

Time-table of Expected Milestones 

Activity Weeks Deliverable 

Conduct review of the literature June 1 - 
June 26 

Outline of findings by topic; Works-cited 
list 

Research and define relevant 
econometric model needed for 
an empirical analysis. 

June 29 - 
July 7 

Identify an econometric model, and the 
type of data that would be needed to 
develop this model 

Identify available data 
resources to empirically test the 
model 

July 13 - 
July 24 

Provide detailed description of available 
datasets 

Final write-up July 27 - 
August 7 

Economic Report with:  Literature 
Review, Empirical Model, and Data 
Recommendations 



Relevance of appropriate scholarly research 

 

This project represents a significant undertaking for an undergraduate student in 
economics.  The discussions of mandated healthcare and income inequality are timely 
and of much interest in political debates in the United States. The United States remains 
the only developed nation without a universal healthcare system, yet the implementation 
of mandated health insurance still spurs exceptional debate.  Assessing the potential 
threats and/or benefits of the ACA on the macro economic well-being of America would 
be a significant contribution to the literature. 
 

Contribution to the Discipline and Opportunities to Share work with students, 
faculty, and community. 
 

Prior researchers have identified links between income inequality and financial 
crises; however, we are unaware of any current analyses that consider this link between 
mandated payments (as developed through the ACA), inequality, and financial crises.  
This surely represents an original idea that would serve the literature well.  Perry will 
have multiple opportunities to share his research with students, faculty, and the 
community.  In addition to participating in summer sharing opportunities and the 
Moravian Scholars Day, Perry would also have the opportunity to collaborate with 
another potential SOAR student.  Corrin Bauer has proposed a project that includes 
some assessment of wage differences between men and women.  There is a potential 
for further collaboration between these two projects, as inequality can affect men and 
women differently in our society, especially when considering investments, loans, and 
mandated payments. 
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Student Statement of Purpose 
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Rationale 

 
 

The effect of a financial crisis can be significantly devastating to not only a 
country, but also the global economy. Financial markets have a large influence on the 
state of our economy and are also affected by various factors, including: the 
unemployment rate, and the income gap. As mentioned earlier a financial crisis is a 
disturbance to financial markets associated typically with falling asset prices and 
insolvency among debtors and intermediaries, which spreads through the financial 
system, disrupting the market’s capacity to allocate capital (Eichengreen and Portes, 
1987). I believe that the financial crisis of 2008 has a direct correlation to the rising 
income inequality of the time period. Starting in 1978 income inequality began to 
drastically rise until it eventually peaked in 2008, which I believe gave way to the 
recession. 

Why this topic intrigues me is because I believe that although President Obama’s 
intention is to guarantee affordable healthcare for all Americans is noble, his plan also 
has the potential to drastically increase the wage gap, which could lead to yet another 
financial crisis in America. I believe that this plan could potentially take money out of the 
financial markets and force individuals to default on loans and credit, similar to what 
happened when Americans began defaulting on mortgages prior to the 2008 crisis. This 
topic interests me even more so because I will soon be entering the workforce upon 
graduation, and the wage gap, ACA, and potential of a financial crisis are all things that 
I worry could greatly affect my life in the near future.  

As an economics major, I have done some general research on these topics, and 
am excited about the opportunity to conduct further research on how they may be 
related. I feel my research will benefit the other Economic research regarding these 
topics, and I feel I could potentially contribute to the well-being of the American 
Economy. 
 

 

 

  



Expected Outcomes 

 
I expect to find a positive correlation between the implementation of the 

Affordable Care Act and the rising income gap in America. I expect to find that this has 
the potential to cause another financial crisis for the American economy. I hope that 
participating in this SOAR project will help me to not only benefit myself as a student of 
Economics, but potentially see my research go toward a good cause. I hope that I can 
take and use the research skills I acquire in future projects throughout the rest of my 
academic career.   
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