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25It’s a quarter of a century, Sweden and Denmark’s VAT rate, 
Adele’s multi-platinum third album and, believe it or not, 

the latest issue of The Economic Tribune, Going Global. And by 
that I mean to introduce to you the largest family of writers and 
collaborators our magazine has ever had, with more than 30 of 
us this year, and the first issue with a special theme, called Global 
Outlook. This makes for our biggest publication thus far, with 22 
articles and plenty of sections to satisfy your economic curiosity. 
This time more than ever the topics our correspondents covered 
and their intertwinings fly above the common distinction 
between politics and economics, hence our decision to extend 
beyond the usual boundaries of our content.

Dear 
Reader

Francesco Cannone

In our opening section, Night out, Yushra explores the game theory of the most (in)famous card 
game, Poker, to show how much more lies behind professional player’s shades-aided bluffs, 
while Daniel speaks of speakeasies, looking into the gangs, violence, bootlegging and, of course, 
economics that shaped American Night Outs during the 1920s Alcohol prohibition. Jumping 
almost a century forward to present day, Sharia covers the recent surge in spiking (the criminal act 
of putting drugs in someone’s drink without their knowledge or permission) in clubs in the UK and 
the following protests and social activities to fight it. 

Back to a more familiar section naming, our Economics section starts with Matias and Guarav’s 
article on why you should not think that a finance job is simply a bed of roses and money, as 
they go in depth in explaining the often-ignored negative effects of pursuing a career in the City. 
Speaking of big corporations, one definitely made headlines this fall, and all for the wrong reasons: 
Chinese (but Cayman Islands incorporated) real estate giant Evergrande group found itself in dire 
straits, in a fashion reminiscent of the 2008 financial crisis. For an impressively thorough account of 
this avoided - or perhaps yet to come - crisis, look no further than Tom’s article. 

The following part of the magazine is a novelty for The Economic Tribune: our first special 
“macrosection”, Global Outlook, which will feature articles covering topics from all over the world, 
divided in three subsections, Exploring Asia, Power Plays and Politics. The former maintains focus 
on the world’s largest continent. Angus kicks off the subsection with a striking analysis of Japanese 
Prime Minister Fumio Kishida’s policy proposals and the effects they could have on Japan’s 
domestic and foreign future. Moving on to the other side of the Sea of Japan, Rumeysa looks at the 
impressive rise that South Korea has had in the global cultural landscape and how that is impacting 
its economy. Cinephiles, (aspiring) economists and K-pop fans alike, this article is for you! Moving 
swiftly from the perfect example of cultural export to the perfect example of cultural isolation, the 
following article focuses on the hidden Himalayan gem that is Bhutan. This country has chosen to 
defy economic standards, measuring its GNH (Gross National Happiness) rather than its GDP and 
Matty covers the implications of this paradigm shift. The next part of our special section contains 
articles revolving around the concept and applications of Power. Power plays starts off strong 
with Nim’s brilliant explanation and analysis of the complex geopolitical conflict of Afghanistan 

following the retreat of American troops, while June tackles the scenario lying ahead of the 
2022 election in South Korea and how prosecutors might end up shaping the outcome of the 
democratic process. Moving back to the old continent, Alex looks at the reasons behind The 
Netherland’s process of forming one, which seemed to take an inexplicably long time. This 
special section ends with the unmissable Politics section. Matei dives into the recent security 
pact between Australia, United Kingdom and United States, AUKUS, and explores how this 
might affect the political and military tensions arising in the South China Sea. Going even 
more global, Weronika writes about the new “spectre that is haunting Europe”, or in this case, 
the world - the spectre of Millennial Socialism. Dissatisfaction with the workings of modern 
day capitalism is leading the generation of those born between the 80’s and the mid-90’s in 
a clear, strong, direction. Last but not least, Manasa discusses the Metropolitan Police’s new 
diversity campaign and whether we are to take these efforts with a pinch of salt.

The Metropolitan Police is not the only one seeking a rebrand. Politicians, parties and firms 
do it all the time, and Seba has been taking notes. In this issue’s Standalone article, our Chief 
Politics correspondent looks under the shiny new labels under which age-old politics hides. 

Some may accuse the Research section of our magazine of rebranding for having a new 
subsection, Investigating Inequality, but the content is as great as ever. Suraj starts off this 
subsection with a great explanation of his work on modelling income-based segregation in 
cities, providing insight on this evident kind of inequality. Flip the page and you will find Ansh’s 
piece introducing his research on the inequality in vaccine distribution around the globe 
and why hoarding vaccines is not necessarily the rational economic decision for advanced 
economies. Next up, John warns us of the possibility of global inequality between countries 
being further increased by climate change disproportionately affecting developing nations. 

Back to our trusted, closing, Research section, Rasmus urges us to blame the players rather 
than the free-riding nature of the game, proposing a shift from Collective Action Theory when 
modelling countries’ actions against Climate Change. Kaicheng goes global as well with his 
article on the issues behind foreign-aid spent on education, drawing from past policy failures and 
providing valuable insights for the future.The following research piece sees Ananya explaining 
why economists should play with Lego. Or maybe that is just the catchy title she chose to 
introduce her research on how we could apply Agent Based Models to the labour market “WS/
PS” model. Maybe. The burden of closing off this issue has fallen on the shoulders of Patricia, 
and she has not missed her shot, with her research on how zombie firms (corporations that 
barely survive by only paying interest on their debt) have proliferated during the Coronavirus 
pandemic with the help of government reliefs keeping the living dead alive.

Before leaving you to this exciting issue, I want to thank each and everyone of our correspondents 
for their incredible work, our Chief of Content Mawdud for being the backbone of the magazine 
and our Design Chief, Beatrix and Design Executives, Elena and Jonathan for their amazing 
work in putting together Issue 25: Going Global. 

P.S: Do not forget to check out our new Podcast, TribuneDigest (we are grateful to Dr. Nassehi 
for his valuable help), on our Youtube channel and stay tuned for exciting news about the 
future of our Research section!

        Francesco Cannone
       Director, Economic Tribune 2021/2022
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NIGHT OUT

Na$h Money: How Game Theory 
Changed Poker

Yushra Rashid

The Poker Boom
At the 2003 World Series of Poker, the appropriately named 
Chris Moneymaker would win the title of World Champion 
and make poker history. Moneymaker was a 27 year old 
accountant and amateur player who represented a new 
wave of contenders: those who built up their experience 
through online tournaments. Moneymaker himself had 
won a $10,000 buy-in to the world series through a $40 
online tournament (Swains, 2006). 

The subsequent poker boom, triggered by Moneymaker’s 
unexpected win, centred around this new way of playing 
and the fascination with making money from behind 
a screen. A “poker craze” transformed the game into a 
spectator sport. Tiny card cameras were used to check 
players’ hands and games were starting to be televised 
(Haney, 2009). The game’s increased popularity led to 
the number of online poker players doubling every year 
from 2003 to 2006 (Silver, 2011). These new players also 
brought new ideas and strategies to the game, one of the 
most influential being the use of game theory.

What is Game Theory?
Game theory is the study of the interaction of economic 
agents, whose choices result in a range of outcomes 
for the agents involved. Essentially, this means looking 
at the mathematics of decision making (Ross, 2021). 
In economics, game theory is often used to analyse 
auctioning situations or the decisions of competing firms, 
as well as to find solutions to these scenarios.
 

The most commonly used solution concept used in game 
theory is ‘Nash Equilibrium,’ which describes a set of 
decisions where every agent is making the best decision 
for themselves, given the actions of the other players. This 
idea was proposed by John Forbes Nash Jr., who proved 
that games with a finite number of players and a finite 
number of strategies must have at least 1 Nash Equilibrium 
(Britannica, 2021). To learn more about Game Theory, 
consider watching the YouTube video ‘Game Theory and 
Oligopoly’ by CrashCourse, or choosing ECON0027 in your 
third year at UCL (Crash Course, 2016). 

How to play Poker?
Here’s an explanation of the most popular variant of 
poker, Texas Hold’em, for those who are unfamiliar with 
the game.
• Each player is dealt 2 cards face down, which only 

they can see. 
• The dealer then deals 5 “community cards” face up on 

the table. 
• The aim is to make the best 5 card combination using 

your 2 cards, and the 5 community cards. 
• The rank of card combinations is described by the 

picture at the end of this article.
• The first 3 community cards are put down at the same 

time, and the last 2 are revealed one at a time. 
• In between the community cards being revealed, 

there are rounds of betting. 
• When betting, a player can either raise (add money to 

the pot), call (match a bet a previous player has made) 
or fold (leave the game for this round). 
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• If everyone else has folded, the last remaining player 
takes the money in the pot regardless of the actual 
hands dealt.

• Otherwise, when the last round of betting has 
occurred after the 5th community card is placed 
down, the players reveal their hands and the person 
with the better ranked five card combination takes 
the money in the pot. 

Strategies
The application of game theory to poker strategy is 
known as “Game Theory Optimal” strategy, or GTO for 
short (Corrigan, 2017). Although only adopted into 
conventional poker technique somewhat recently, GTO 
has been explored since game theory was first formalised. 
Pioneering Game Theorist John Von Neumann used 
a 2 player poker game as an example through which 
he analysed 2 player strategic games; this analysis was 
featured in his 1944 book with Oskar Morgenstern 
entitled ‘Theory of Games and Economic Behaviour’ (von 
Neumann, 1944). 
From this analysis and many others, new wave players 
have adopted some distinctive GTO poker techniques, 
some of which I will explore below.

Aggressive Bluffing
One of the most exciting strategies game theory has 
introduced to poker is aggressive bluffing. According to 
game theory analysis, an optimal strategy to take after the 
first 3 community cards have been dealt is to bluff twice as 
often as you bet honestly, meaning that if you’re betting 
you should be twice as likely to have a weak hand as a 
strong hand. This counterintuitive strategy was analysed 
in Von Neumann’s book in a scenario where players make 
bets sequentially. 
The explanation behind it is that raising when only 3 
community cards have been dealt leaves the opportunity 
for your hand to improve as the last 2 cards are dealt 
(Lawrence, 2020). This strategy also means that other 
players will have to call your raises more often to prevent 
you from winning the pot with weak hands. Bluffing itself 
is one of the oldest poker strategies, but the frequency 
of bluffs in this GTO variant results in distinctive changes 
in gameplay seen from new wave players, and makes for 
some incredibly captivating poker games.

Ranges, Balanced play and mixed strategies
A range is the set of hands that a player could logically 
have in a specific situation. A player should aim to narrow 
down the range of their opponents by analysing their 
play behaviour, and expand their own range to make it 
harder for their opponents to predict the contents of their 
hand. By developing habits while playing, as old school 
players would, plays and patterns can become easy to 
read and exploit, especially by game analysis software 
that new wave players have started to use. To avoid this, 
players using GTO strategy should attempt to ‘balance’ 
their ranges (Negreanu, 2021). This is essentially the 
introduction of mixed strategies, or randomness, to avoid 
predictability. As a result, sometimes players will not raise 
on a strong hand, or bluff on weak hands, to try to balance 
their range. 

Short stack play
Short stack play refers to situations where players have 
very few chips to bet, meaning that most decisions will 
come down to going all in or folding (Lawrence, 2020). 
This simplifies the game slightly, making it easier to find 
GTO strategies for these situations. Analysis of various 
hands in short stack play have led to the production of 
tables of recommended bets to place depending on your 
hand (Walker, 2010). These recommendations are often 
memorised and commonly practiced among new wave 
players, giving them a mathematical advantage over old 
school players who relied mostly on a “feel”. 

AI Poker
Since poker fits the description of a game with a finite 
number of players and strategies, we could potentially 
find a Nash Equilibrium for poker, otherwise understood 
as an optimal strategy set. In reality this is incredibly 
difficult, poker has millions of possible card combinations, 
so to solve this game for all Nash Equilibria would take a 
very powerful computer. 
Having said this, although poker has yet to be “solved”, 
there has been considerable effort in developing AI 
programs which are able to execute near unexploitable 
strategies. In 2019 the Pluribus became the first AI 
program to beat elite professionals at a poker game of 
more than 2 players, marking a significant milestone for 
game playing artificial intelligence (Heaven, 2019). 

The successful marriage of poker and game theory is 
one that economists can learn from, whether it be to 
supplement their own mathematical models, or simply to 
help them win on family game nights. 

On the midnight of 16 January 1919, the Volstead Act 
passed, enforcing the prohibition of the manufacture, 
transport and sale of alcohol in the United States, as 
proposed by the 18th Amendment. Those backing 
this reform preached promises of reduced crime and 
corruption, with boosts to the nation’s economy and 
health.

However, after just a few minutes of the policy becoming 
effective, we were shown how wildly incorrect they were. 
Six armed bootleggers raided a freight train in Chicago, 
stealing $100,000 worth of whiskey (Phillips, 2020). 
Shortly after, a government bonded warehouse also lost 
four casks of grain alcohol to a second gang, while a third 
hijacked a truck filled with kegs of bourbon. Enough 
alcohol was stolen to last student bars a whole thirty 
minutes during Freshers Week, but this was merely a taste 
of the bloody and bullet-ridden business of bootlegging 
that took hold of the United States.

Chicago Lightning

While criminal gangs were present since the late 19th 
century, the ban on alcohol inspired the entrepreneurial 
spirit in the street thugs of New York and Chicago, who 
would have otherwise relied on small-time extortion 
and loansharking for business. The Prohibition gave 
birth to organized crime in the United States, with the 
huge demand for illegal alcohol creating the perfect 
environment for a black market to blossom. Gangs were 
now raking in unprecedented profits from stockpiling 
and smuggling bottles of liquor to supply to hundreds 
of thousands of ‘speakeasies’ – the unlicensed bars which 

required a whispered password to gain access.

As with any lucrative industry, competition rapidly became 
an issue. Unlike legal industries, however, violence was 
typically the answer. Johnny Torrio was a mobster famous 
for orchestrating peace in Chicago, where the Italians 
agreed to operate in the south, allowing the Irish and 
Polish to work in the north. However, when the infamous 
Al Capone succeeded Torrio as the boss of the southern 
Chicago Outfit in 1925, it became very clear that this 
peace was fragile. Soon after, Chicago descended into an 
all-out turf war. This eventually led to the St. Valentine’s 
Day Massacre in 1929, where Capone’s men disguised 
as police officers lined up and gunned down seven rival 
members of the Morand gang after being baited to a 
warehouse by the delivery of a truckload of bargain-price 
whiskey.

Bathtub Gin

Alongside this, the unregulated underground production 
of alcohol also proved to be troublesome for the nation’s 
health. Amateur bootleggers also rushed to capitalize on 
the lucrative alcohol market, resulting in the birth of the 
appetizingly named ‘bathtub gin’. Often, this contained 
industrial alcohols such as ethanol, which was typically 
used for fuel and medicine. What many people today did 
not know, however, was the fact that the US government 
actually ordered for increased methanol levels in industrial 
alcohol in 1926 (Lopez, 2014), effectively poisoning the 
main ingredient for redistillation. This was done in an 
attempt to deter people from consuming bathtub gin, 
but this message was clearly not received. Unsurprisingly, 

Speaking of Speakeasies:
The Unintended Consequences of the Prohibition

Daniel Chen
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drinking government-spiked bathroom hand sanitizer 
killed an estimated 10,000 people during the alcohol ban 
and left countless others blind or with lifelong conditions 
(Roper, 2020).

Crime Pays

Looking further, we see that crime and health weren’t the 
only things that the Prohibition failed to deliver. Before 
the passing of the Volstead Act, the excise tax collected 
from liquor sales accounted for a large proportion of 
the government’s tax revenue. Specifically, for New York, 
this was as much as 75% (Lerner, 2018). Once the sale 
of alcohol was criminalized, this source was lost entirely 
despite alcohol trade still existing in the newly formed 
and active black market. To make matters worse, the 
fiscal budget continued to take a hit from the costs of 
enforcement, which was estimated to cost $300 million 
over the period of the Prohibition (Macias, 2020).

The magnitude of this issue made itself very apparent 
once the Great Depression hit, where government debt 
reached a high of 44% of GDP in 1934 (Phillips, 2012). 
However, the massive hit to tax revenue was not the only 
pressure that governments faced. The size of the alcohol 
industry meant that the closure of breweries, distilleries 
and saloons directly made thousands of workers 
redundant, which does not account for those indirectly 
involved in the industry. It was estimated that a quarter 
of a million people lost their jobs when the Prohibition 
came into effect (Macias, 2020), but this was worsened 
by the existing mild recession and the end of World War I. 
The true significance of this reveals itself when we realize 
that governments now had increased reliance on income 
taxes for state revenues now that excise duties took a hit.

However, this effect is slightly dampened when we 

consider the indirect benefits of the rise of organized 
crime. As gangs now rake in unimaginable amounts 
of cash, derived demand for lawyers and accountants 
began to grow alongside the need to launder their ill-
gotten gains. The scale of operations eventually called 
for shipping logistics as alcohol smuggling expanded 
beyond borders, leading to the international ‘rum-running’ 
business. In turn, the likes of boat captains, truckers and 
warehousemen also saw employment from the mob. At 
this point, gangs had amassed more power and influence 
than politicians, as their reach grew even into real estate 
investments. Despite this, those directly and indirectly 
employed in the bootlegging industry could not begin 
to cover the overall unemployment caused by the 
Prohibition.

Conclusion

Looking back, we consider the promises of the 
Prohibition. On a good day, there is little controversy in 
suggesting that this reform was ineffective. On all other 
days, the Prohibition was a failure by any measurement 
that managed to worsen the very things it set out to 
improve. With crime and corruption skyrocketing to levels 
that were never before seen in the United States, along 
with disastrous consequences to the nation’s health and 
economic position, it should be asked whether its impacts 
on alcohol consumption levels (which remain debatable 
even to this day) were worth it. Ultimately, on 5 December 
1993, the Prohibition was repealed under Franklin D. 
Roosevelt’s office, who suggested that ‘we could all do 
with a beer’ before supposedly downing a dry martini to 
the sound of celebratory cannon fire.

So what exactly is the ‘Girls’ Night In’ campaign and how 
did it begin? The campaign was initially launched on 
Instagram by a group of students in Edinburgh to boycott 
their local nightclubs in response to increasing reports of 
spiking incidents. The aim is to raise awareness and push 
for change. 

The National Police Chiefs’ Council mentioned that across 
September and October, there have been 198 confirmed 
reports of drink spiking and 24 reports of spiking by 
injection (White, 2021). These incidents took place at both 
licensed premises and private parties and included male 
and female victims.

The situation has reached a ‘Boiling point’ whereby ‘on a 
night out you could see all the girls holding their arms’, the 
fear clearly hanging in the atmosphere (Gallagher 2021).

Drink Spiking in the UK has been a problem for quite 
some time. From 2015 to 2018, incidents in the UK 
increased by 108% (Bell, 2018). Police task forces across 
the nation have agreed that spiking attacks are vastly 
under-reported crimes as most people who have been 
targeted but managed to get home safely will not report 
it to the police, the police only really deal with incidents in 
relation to sexual assaults. This suggests that the problem 
of spiking has been brewing over the years and serious 
action must be undertaken.

The founders of the Girls Night In campaign are two third-
year Edinburgh students. They believe that clubs should 
take action to improve safety for customers through 
changes such as providing lids on cups, retraining staff 
on spiking procedure and drug misuse as well as first aid, 
better measures, and clear CCTV. They added that there 
should be “safe spaces” in all nightclubs where there is first 

aid and support when someone has been spiked (Clarke, 
2021). The founders also believe that universities have 
a responsibility to get involved in solving this issue by 
providing resources to support students and to educate 
their communities around this issue. Furthermore, they 
say “universities need to back their students within this 
epidemic and put pressure on nightclubs to ensure their 
students have a safe environment to enjoy their time at 
university.”

However, the Girls Night In campaign to boycott 
nightclubs over spiking has received some 

unprecedented backlashes with campaigners 
branding it as ‘backwards’.

‘I’ve had so many messages from trolls saying: ‘If you don’t 
want to get spiked, just stay in’. If we do that and stay in, we 
are giving them exactly what they want’, says campaigner 
(Oppenheim, 2021).

“This is not getting ‘black-out drunk’, this is getting 
drugged and something can be changed” says another 
girl (Harper 2021).

The dilemma is that many girls feel they shouldn’t be 
made to feel shut or locked away and instead stand up 
and say ‘no, you are not going to intimidate us’, whilst at 
the same time there is also a shared safe feeling knowing 
that people are taking it seriously and the streets are much 
quieter around the normally buoyant student bars. Many 
have pointed out that this temporary boycott does not 
prevent spikers from continuing their abusive practices 
once it is over. So what have authorities done about it so 
far?

Nightclubs around the UK have seen increased measures 

“Girls Night In”

Sharia Tan
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in security checks. The Police forces across the UK have 
also been investigating separate incidents, however, they 
are still in very early stages. Despite the uncertainties, the 
significant number of articles about the reports of spiking 
via injection have described the wider situation as an 
“epidemic”, but there still isn’t a clear picture on the scale 
of the problem at hand.

Feminism amidst all this:

More recently, the choice to strike out the word ‘girls’ from 
the Girls’ Night In campaign has been met with criticism 
from people who see it as a  surrender to woke warriors. 
Some activists say the removal of the word ‘girls’ will 
undermine its focus. What do the critics mean here?

They are referring to ‘intersectionality’ which means the 
overlap of a person’s prejudice towards such things as 
race, disability, nationality and gender, and to being 
‘anti-carceral’. The organisers have since apologised 
and responded stating: ‘We want to assure you that 
the Night In Campaign is working towards achieving 
intersectionality, and we accept we have not been 
explicitly intersectional so far” and “We are anti-racist, anti-
misogyny, gender inclusive, pro-LGBT+, pro-trans people, 
pro-disabled people, pro-sex worker, anti-carceral and 
pro-community support movement. These are not just 
words, we will be changing our approach. We are sorry 
for any harm our campaign has caused. We are working to 
do better” (Clarke, 2021). The campaigns’ name has since 
changed and is now simply the (Specific City) Night In e.g. 
Canterbury Night In.

However, this change has also raised some criticism. 
Feminist author Julie Bindel said: ‘It is a cowardly 
capitulation to bullies which the feminist movement 
should be campaigning against. And another critic also 
tweeted: ‘Women and girls are overwhelmingly victims of 
these crimes, men perpetrators.’ which many others also 
agree with (Powell and Clayton, 2021).

It seems, no matter which direction the campaign goes it 
will always face criticism, however, this does not change 
the real problem and citizens and authorities alike will 
need to work together to produce real change.

Moving forwards

At a recent gig, the hip-hop artist Mikey Colville paid 
over 100 pounds for everyone in the crowd on special 
wristbands that can detect if your drink has been spiked 
by changing colours (Lawton 2021). He values the 
importance of making people feel safe. When it comes 
to choosing venues for future gigs, he plans to challenge 
them on what their safety protocols are before agreeing 
to perform there. And he is one example of what more 
artists can do to help with the current situation.

On a bigger scale, student societies and the police are 
planning to help fund bar staff training and buy things like 
drink protectors as well as distributing loads of testing kits 
with the hope of preventing more spiking and preparing 
people for it when the worst happens.

Analysis and final thoughts

Given that most of the victims of needle and drink 
spiking incidents are women, it is clear that they are the 
more vulnerable group, therefore it seems unnecessary 
to remove the “Girls” in “Girls Night In” as it’s a campaign 
more girls would want to participate in and it doesn’t 
necessarily mean only girls can be a part of it. The 
argument and debate around “inclusion” only shifts the 
focus away, whereas it is more important to resolve the 
actual problem of these spiking incidents. Currently, drink 
spiking is illegal in the UK, whether or not an attack or 
assault has been carried out. It can result in a maximum 
punishment of 10 years in prison for anyone found guilty 
of doing it. If an assault, rape or robbery has also taken 
place, the sentence will be higher (Nottinghamshire 
Police). It is difficult to judge how the punishment can be 
made more severe, therefore, the most important thing to 
do would be for everyone affected to report the incident. 
Authorities can also enforce more regulations such as 
working security cameras in clubs and bars, more rigorous 
security checks as well as provide basic training for staff 
members to help spot incidents as this would help find 
the culprit and may even make it harder for spiking 
incidents to occur.

ECONOMICS

Clubbers are checked by a drug-sniffing dog at the Astoria nightclub in Portsmouth, which 
has increased security measures in the wake of reports of spiking in drinks and by injection
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1930: John Maynard Keynes - economic revolutionary, 
hero and pioneer – publishes the seminal ‘Economic 
Possibilities for Our Grandchildren.’ Optimistically, his 
words paint the picture of a distant utopia, 100 years in 
the future, when people will work three hours a day, 5 
days a week. So little work will remain for humankind to 
do that we will “endeavour to spread the bread thin on the 
butter, to make what work there is still to be done to be as 
widely shared as possible.” (Keynes, 1930)

2021: First-year employees at Goldman Sachs – multi-
billion-dollar investment bank – create international 
outrage by revealing a gruelling routine of 105 hour work 
weeks and untenable mental strain in a survey of working 
conditions. (Makortoff, 2021a). If analysts at Goldman 
Sachs work 7 days a week, they will be working the same 
amount per day that Keynes predicted they would be 
working in an entire week!

Indeed, OECD (2021) data indicates a rather catastrophic 
failure of Keynes' vision: while hours of work have fallen 
since 1930, the magnitude of this decline has been 
grossly underwhelming. For the past decade, the general 
trend in working hours in most countries has been quite 
stable, but some individuals evidently choose to work 
very long hours.  In this article, we examine why young 
adults are willing to sacrifice the primes of their lives to  
conglomerates, and why this is a bad idea.

Why are people working so much?
Two aspects of individuals’ preferences interact to 
encourage them to accept longer working hours.

The first of these is well-encapsulated by the recent social 
movement ‘FIRE’ – an acronym for Financial Independence, 

Retire Early. Herein, people are encouraged to work hard 
in their formative years, earning a respectable keep. A 
large portion of these earnings is then saved and invested 
in hopes that one’s investments will over time become 
valuable enough to sustain a comfortable lifestyle, even 
without the individual needing to work. In line with 
these ideals, it seems likely that fresh graduates consent 
to atrocious working conditions because of an aim to 
become financially independent as soon as possible.

Data we collected from our coursemates is indeed 
supportive of this hypothesis. We ran an informal survey 
of 60 students - mostly Economics undergraduates - and 
found that most people are ready to work longer hours in 
their 20s than in their 40s. In fact, only four respondents 
said they would like to work longer hours in their 40s. 

Hard Work Kills
Why You Should Reconsider Your Upcoming Finance Career

Gaurav Khatri & Matias Mäkiranta

Figure 1: In your 20s, how many hours a week would you 
be wiling to work on average?

The second argument is a staple of introductory 
microeconomics. When wages increase, there are two 
effects: an urge to work less because fewer hours of work 
are required to maintain constant living standards, and an 
urge to work more because each foregone hour of work 
is associated with a larger fall in earnings. Evidently, the 
latter (the substitution effect) considerably outweighs the 
former (the income effect) for those represented by the   
appalling 13.3% bar in the first graph.

How you could suffer from 100-hour work 
weeks

Having put forward an argument for why young people 
are willing to accept miserable working conditions, we 
now turn our attention to why long-hour corporate jobs 
are problematic.

To begin this task, we must (perhaps unfortunately) 
request that you briefly imagine yourselves as new 
analysts at Goldman Sachs. In the face of widespread 
criticism after the survey, your salary has been increased 
to a glowing £79,000 (Makortoff, 2021b). This figure 
however, is rather deceptive. If you work 100-hour weeks, 
48 weeks a year, this amounts to £79,000 for 4800 hours 
of work. That leaves you with a grand £16.46 per hour. For 
comparison, UK train drivers are estimated to earn £24.15 
an hour. (CareerBuilder, 2021)

Unsatisfactory remuneration aside, your astronomical 
working hours come with astronomical health costs. 
A study by the World Health Organization (WHO) and 
International Labour Organization (ILO) estimates that 
working 55 or more hours per week is associated with a 
35% higher risk of a stroke and a 17% higher risk of dying 
from ischemic heart disease, compared to working 35-40 
hours a week. The same study also finds that long working 
hours led to 745,000 deaths from stroke and ischemic 
heart disease in 2016, a 29 per cent increase since 2000 
(Pega et al., 2021).

It is not only your physical health that is in danger. Research 
suggests that longer working hours are connected with 
poorer mental health status. (Afonso et al., 2017; Park 
et al., 2020) Before working at Goldman Sachs, junior 
bankers rated their mental health to be 8.8 out of 10. After 
starting at the bank however, that rating dropped to 2.8. 
(Roach, 2021)

Figure 2: In your 40s, how many hours a week would you 
be wiling to work on average?

How society could suffer from 100-hour work 
weeks

From the perspective of policy-making, some researchers 
argue that long working hours may threaten employment. 
(Fitzgerald et al., 2018) If work was split more equally 
between everyone, the unemployment rate could be lower. 
Long working hours will become particularly problematic 
if advances in artificial intelligence and automation 
reduce the amount of human labour demanded. For 
example, Acemoglu & Restrepo (2017) estimate that the 
use of one more robot per thousand workers reduces 
the employment to population ratio by about 0.18-0.34 
percentage points. As Keynes highlighted, there is a need 
to maximise the dispersion of the work that remains.

Further, a growing number of researchers argue that there 
is a link between long working hours and growing carbon 
emissions. Fitzgerald, Schor & Jorgenson (2018) examine 
the relationship between state-level working hours and 
carbon emissions for US states. Their analysis concludes 
that working hours are positively correlated with carbon 
emissions and contends that reducing working hours 
could be a key policy lever to reduce emissions. The 
research suggests that longer working hours lead to higher 
incomes, which lead to a more carbon-intensive lifestyle. 
Instead of investing their money in green technology and 
renewable energy, high-earners buy larger houses and 
engage in more carbon-intensive activities. 

Stress, Snacks and Spring Weeks
In 1987, Ronald Reagan famously asserted “It’s true 
hard work never killed anybody, but I figure, why take 
the chance?” (Cannon, 1987) While the sentiment and 
gentle humour is appreciated, his words may not be fully 
accurate.

Moritz Erhardt – intern at the Bank of America Merill Lynch 
in the summer of 2013 – provides what is arguably one 
of the most poignant arguments against long working 
hours. 21-year-old Erhardt was found dead in the shower 
of his London flat, having suffered an epileptic seizure. 
Investigation quickly revealed that his last 72 hours of life 
– three entire days – had bafflingly been spent working 
without a stop (Kennedy, 2013). Needless to say, fatigue is 
known to incite fits. His esteemed employer immediately 
expressed sympathy, but rather pointedly declined to 
implement a clocking system. 

Goldman Sachs’ response to the afore-mentioned survey 
was similarly lack-lustre. New analysts received not 
reduced working hours or mental health support, but 
rather a care-bag with snacks and fruit. Interestingly, the 
company refused to finance this perk, and managers paid 
out of their own pockets (Makortoff, 2021c). 

When starting Economics at UCL, it is all too easy to be 
swept away by finance’s supposed promise of a seemingly 
hefty pay-check and a wall-street lifestyle (don’t say you’ve 
forgotten the spring week mania in your first year!). Our 
careful review however, suggests that people should be 
more critical towards their long-hour career dreams if they 
value their health, hourly earnings or just about anything.
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Evergrande: 
The Next Lehman Brothers?
How a Struggling Property Developer Is Threatening China’s 
Growth Model

Ordos, a ghost-town in northern China, home to just one-tenth of its capacity (CNN, 2016)

When the mother of Xu, 36, bought a high-yield investment 
product from leading Chinese property-developer 
Evergrande, it was meant to cover the medical bills for 
her late-stage lung cancer. Instead, Evergrande has been 
refusing to pay out (Kynge & Yu, 2021). The company, on 
the brink of default, is threatening not only the life of Xu’s 
mother, but the Chinese economy in general. A property 
sector crash could have devastating consequences for 
millions of ordinary Chinese.

With $300bn in liabilities, Evergrande is the world’s 
most indebted property developer (Economist, 2021a). 
The company had so far defied multiple predictions of 
imminent collapse, amid steady demand for new houses 
and ever-increasing short term debt. However, in August 
2020 China toughened debt regulation1 in a bid to lower 
leverage2 across the property sector (Economist, 2021b). 
Those in breach, like Evergrande, now face caps on new 
borrowing (Hale & Lin & Lockett, 2021).

Unable to further expand debt, the company is facing 
an acute liquidity shortage. It only met bond payments 
in grace periods after initially missed deadlines and owes 
$8.1 bn inoffshore bond payments before the end of 2022 
(Hale & Lin, 2021). Evergrande, employer to well over 
100,000 staff, is desperately trying to raise cash by selling 

holdings (FT, 2021a) and slashing prices (Economist, 
2021b). Nonetheless, its market capitalisation has fallen 
from $41bn in 2020 to around $4bn today (WSJ, 2021).

Alarmingly, Evergrande is not an isolated case. Other 
high yield developers defaulted in October (FT, 2021b) 
and even higher-rated, investment-grade bonds in the 
property sector have fallen sharply3 (Hale & Lin, 2021). 

Why is the Property Sector in Distress?
Evidence seems to be mounting that China’s property 
market is experiencing a bubble. Vacant property could 
house over 90m people (Kynge & Yu, 2021) while price-
to-income ratios4 in Chinese cities are among the highest 
in the world (Figure 1). Possible explanations for such 
discrepancies seem increasingly implausible. Material 
and labour costs have not increased much in recent 
years, so high prices must be the result of land scarcity 
or high demand (Aliber & Kindlerger, 2015, p. 374). But 
income growth is expected to decline, which - together 
with demographic trends, such as slowing migration 
and looming population decline - suggests that housing 
markets should be more in line with other economies 
(Rogoff & Yang, 2020). And for some years, investment 
activities, not housing necessity, seem to have sustained 
real-estate demand. The percentage of home-buyers who 
already owned a home has been increasing, reaching 87% 

Tom Pruchnow

1. liability-to-asset ratios to less than 70%, net debt-to-equity ratios to less than 100% and requirement for cash holdings equal to short term debt
2. the leverage (ratio) for non bank companies refers to the value of total liabilities divided by total asset (CORE-Econ, 2021)
3. Lower prices for bonds imply higher yields which is the premium or interest borrowers have to pay on their loans -  the higher the risk lenders 
attach to bonds the higher their yields 

Figure 1: Home Price to Income Ratios in 2018 (Rogoff & Yang, 2020)

in 2018 (Ibid.). Hence, a housing stock that is more than 
twice as valuable as the US’ - similar to Japanese real estate 
during its property bubble in the 1980s  (Ibid.) - strongly 
indicates an overheated property market. 

The boom is sustained by ever increasing debt. By selling 
property years in advance of completion, developers’ 
business models explicitly rely on high ‘debt’ - the 
equivalent value of still undeveloped 1.4m individual 
property make up two-thirds of Evergrande’s liabilities 
(Economist, 2021a). Almost half of the 30 biggest property 
companies were in breach of the rules introduced to 
lower leverage across the sector (Hale & Lin & Lockett, 
2021). And the high share of loans from ‘shadow lenders’ 
– about 45% of Evergrande’s interest bearing liabilities 
(Economist, 2021b) - compared to the relatively low shares 
of traditional banks - only 25% for Evergrande -  implies 
that these high levels of debt are deemed increasingly 
risky. These lenders, who are not designated as banks and 
thus less regulated, can take more risk in the extension of 
credit and as such attract riskier borrowers (Kodres, 2021).
The government’s intervention last year might have 
sparked current distress, but in light of this overheated 
property market, a moment of reckoning was probably 
overdue. Even the Communist Party’s China needs to 
bow to the rules of capitalist financial cycles. According 
to Hyman Minsky (Aliber & Kindleberger, 2015, Chapter 2), 
such cycles are fuelled by procyclical credit availability.5 
In a boom, credit is loose and asset prices grow steadily. 
Highly leveraged firms bet on steady price rises to pay off 
expiring debt from future sales.  But when price growth 
inevitably slows, confidence and credit availability fall. 
As a result, these firms, which rely on both steady sales 
and credit availability, face liquidity shortages. Rushing 
to sell assets, they cause prices and confidence to fall 
further. Through repeated rounds of ‘fire-sales’,6 such 
distress can quickly result in the bursting of the bubble 
and the crash of the sector (Figure 2). As hinted above, in 
the 1980s Japan experienced a real estate bubble with 
similar characteristics. After it burst, prices declined to 

Figure 2: the Vicious Cycle behind the Bursting of an 
Asset Bubble

20% of peak value (Aliber & Kindleberger, 2015, p. 376). 
In China, distress has only resulted in slightly lower prices 
and demand,7 but a crash might be looming.

Should we be concerned about China’s Should we be concerned about China’s 
Property Crisis?Property Crisis?

The FED seems to thiThe FED seems to think so, cautioning that stresses in nk so, cautioning that stresses in 
the Chinese real estate sector “posed some risk to the US the Chinese real estate sector “posed some risk to the US 
financial system” (Silverman & Smith, 2021). financial system” (Silverman & Smith, 2021). These risks areThese risks are
twofold: potential financial fall-out and the systemic risks twofold: potential financial fall-out and the systemic risks 
of the property sector for the Chinese economy.of the property sector for the Chinese economy.  

2008 all over again?
Minsky (Aliber & Kindleberg, 2015, Chapter 2) noted that 
a sectoral crash often turns into a financial crisis, when 
‘contagion effects’ result in fallout across the financial 
system. Defaults in the sector induce large losses on 
banks and other financial institutions. As perceived risk 
in the financial system increases, credit availability and 
asset prices across the whole economy fall as well. Further 
bankruptcies, especially of highly interconnected banks,8 
can cause panic and eventually a financial crisis (Carlin & 
Soskice, 2015, Chapter 6).

Source: Rogoff K. S., Yang Y. (2020). Peak China Housing’. NBER Working Paper Series, No. 27697, doi. 10.3386/w27697 

4. years of median disposable income needed to pay median housing price (Rogoff & Yang, 2020)
5. Favourable economic conditions increase appetite to borrow and willingness to lend
6. The sale of something at a very low price because of the seller’s urgent need for money (Core-Econ, 2021)
7. The decline in house price this September was the first since 2015 (Economist, 2021f )
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The strong position of the Chinese government should 
limit the worst effects of contagion. As Chinese authorities 
have proven in the past,9 they are willing and able to bail 
out major financial institutions to avoid widespread panic 
(Economist, 2021b). Nevertheless, the financial situation 
in China might be more fragile than we think. Credit 
extended to the non-financial sector10 has risen by 100% 
to 287% of GDP within a decade (Figure 3) - debt to GDP 
both stands higher and expanded quicker than in the US 
before the 2008 financial crisis (Figure 4). Such high debt 
might imply significant interlinkage and exposure to 
similar risks in the economy (Buch & Dominguez-Cardoza 
& Ward, 2021) - defaults in the property-sector could have 
seriousknock-on effects. And the rapid rise in debt might 
signify the ready availability of credit in the past years - a 
reversion of this trend could spell trouble. 

Especially the shadow-banking system, where 
government control is naturally weaker, and which has 
extensive ties to real-estate developers, could come under 
distress (Economist, 2021b). Immediate concerns are also 
raised by the $1tr dollar off-shore bond market. It could 
evaporate if confidence falls further as current distress 
is amplified by questions of whether bond payments 
might be deliberately withheld on government directions 
(Economist, 2021e). Already, bond yields for other sectors 
- e.g. Alibaba, Tencent (FT, 2021b) - have risen as well. 

Figure 3: Total Credit to the Non-Financial Sector in China as Percentage of GDP 

Figure 4: Total Credit to the Non-Financial Sector before the 2008 Financial Crisis in the US  as Percentage of GDP

Source: https://fred.stlouisfed.org/series/QUSCAM770A 

Source: https://fred.stlouisfed.org/series/QCNCAM770A

Finally, as a result of murky governance, many smaller 
Chinese banks suffer from bad debts and insider dealings 
(Economist, 2021g). Evergrande, for instance, is being 
investigated for utilising potentially illicit means in the 
take-over of Shengjing Bank which subsequently extended 
loans to the developer (Economist, 2021b). These banks, 
which account for about 32% of the commercial-banking 
sector, might quickly come under fire in case overall 
confidence falls further or the government does not bail-
out their bad loans. Similar to Japan in the 1990s, trust 
in Chinese financial institutions is more so the result of 
assumed government backing, than diligent governance 
(Tett, 2021). And as Japan’s case highlights, the financial 
system can quickly crash once these expectations are lost. 
Government interventions might limit the effects of 
contagion, but risks in the Chinese financial system remain 
substantial. After all, most did not predict the epic collapse 
of the American financial system in 2008 either. 

Can China’s Growth Model survive a Housing 
Market Crash?

More disturbingly, the Chinese property sector poses 
systemic risks beyond financial stability. The Chinese 
economy saves a lot. In 2019, gross national savings 
accounted for 44% of GDP - the US only saves around 20% 
of GDP (World Bank, 2021a). And hence, with net exports 
only a small share of GDP, investment must absorb most 

8. To other banks through mutual lending (Buch & Dominguez-Cardoza & Ward, 2021)
9. The latest being  Huarong which was bailed out in August (Economist, 2021c)
10. Credit to government, households, non-financial corporations (BIS, 2021)

of the savings.11 Averaging about 43% of GDP between 
2010 and 2019 (Wolf, 2021) it has been concentrated in 
real estate investment which stood at 13% of GDP in 2019 
(Rogoff, Yang, 2020). 

As a result, housing now accounts for 78% of all assets 
in China (compared to 35% in the US). Consequently, 
net wealth would fall dramatically after a crash of the 
property sector. Such a negative wealth shock, potentially 
exacerbated by the ‘financial accelerator’12 would suppress 
household consumption. Especially in light of already low 
consumption levels, the Chinese economy can ill afford 
such demand shortfalls.

And even the government is not immune to the fallout 
of a crash. Total government revenue from land sales 
reached around 8.3% of GDP in 2020 (Economist, 2021d). 
Particularly local governments depend on stable demand 
from property developers as their main source of revenue. 
Thus local governments’ finances could come under fire 
when they might be needed most. 

Finally and most alarmingly, slowing growth implies that 
returns on investment have fallen compared to previous 
periods (Figure 5) (Wolf, 2021). These lower returns might 
merely point to the waste property sector investment has 
caused (Rogoff, Yang, 2020). However, perhaps investment 
is concentrated in the sector as businesses are otherwise 
unable to absorb the high amount of savings (Aliber, 
Kindleberger, 2015, p. 378). The booming property sector 
- estimated to directly account for 29% of GDP (Rogoff, 
Yang, 2020) - might have allowed China to ignore these 
structural imbalances by providing “lucrative” venues 

Figure 5: GDP Growth in Percent

for investment. But if a crash exposed the lie behind 
“profitable” real-estate investment, significant demand 
shortfalls13 could ensue. If China does not manage to 
transition from the current investment driven economy 
to a more balanced one with higher consumer spending, 
it could suffer a similar fate as Japan. China’s neighbour, 
which experiences similarly high savings, suffered 
dramatic declines in economic growth after its property 
bubble burst (Aliber, Kindleber, 2015, p. 373).

What then, should we make of the Evergrande 
crisis? 

The parallels to Japan seem apparent, and while no one 
predicted it at the time, the Japanese government’s 
mismanagement of the crisis resulted in a sustained 
downturn (Ibid.). Even if a financial crisis can be avoided, 
the Chinese economy will probably suffer from its overt 
dependence on the property sector. Xu vows “to fight 
Evergrande everyday” if her mother’s health deteriorates 
because of the failings of the property group (Kynge, Yu, 
2021). China’s leaders must hope that their economy can 
defy expectations yet again, so public anger does not turn 
its attention to the government as well.

11. Recall the circular flow: in the simple goods market equilibrium consumption + savings (=income) = consumption + investment (including 
government) + net exports (=aggregate demand). Subtract consumption and reach savings = investment + net exports
12. The financial accelerator concerns borrowing. To avoid moral hazard lenders require collateral from their borrowers. But with net wealth 
declining, less collateral is available to back up borrowing. Declining net wealth can thus quickly cause credit to fall and the effect on consumption 
is twofold: the direct impact from less wealth and the indirect impact from less credit availability. The process can then repeat itself (Carlin, Soskice, 
2015, p.198)
13. Lower levels of savings would increase growth: high savings imply low consumption. The demand shortfall when investment opportunities dry 
up would be best tackled if households consumed more.
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EXPLORING  
ASIA

On the 31st of October, Fumio Kishida cemented his 
position as the Prime Minister of Japan, succeeding Shinzo 
Abe. Despite Kishida’s optimism for the future of Japan, the 
PM inherits a cursed chalice of secular stagnation that has 
plagued the Japanese economy for the last 30 years. Most 
recently, former Prime Minister Shinzo Abe attempted to 
alleviate the stagnation of the Japanese economy with 
‘Abenomics’. This was a set of policy proposals aimed at 
achieving sustainable growth by utilising monetary and 
fiscal policy reforms. Ultimately, these reforms failed to 
generate meaningful growth. PM Kishida also faces an era 
of rising global geopolitical tensions concerning China 
and the US. The question everyone is pondering is: how 
will Fumio Kishida tackle Japan’s economic and foreign 
policy issues?

Kishida commences his tenure with a strong election 
victory, taking 293 seats jointly between the LDP and 
coalition party Komeito. This gives them command of 
parliamentary committees and allows greater ease in 
passing bills. However, Kishida must impose impactful 
change if he is to last in office with his approval rating 
sitting at 50%, the lowest of any Japanese Prime Minister in 
the last 20 years for a new administration (McCurry, 2021). 
Looking at his policies at face value, Kishida’s primary 
agenda is to focus on foreign relations with China, as well 
as inequality and stagnation of the Japanese domestic 
economy.”

In the backdrop of rising political tensions, the PM has 
stated that “on the economic front, it’s important to 
stabilise relations with China” (Kishida, 2021), although 
he has also questioned recent actions by Beijing. Despite 
the PM seemingly willing to create friendly relations with 
China, he seems to remain cautious about China’s actions. 
This was demonstrated by the inclusion of a manifesto 

pledge to double defence spending to 2% of GDP, 
reflecting their haste to acquire weapons to challenge 
China's military in the disputed East China Sea (Park et al, 
2021). 

Turning to the West, Kishida aims to strengthen ties 
with the US, as evidenced by the selection of former 
US congressional staffer Yoshimasa Hayashi as foreign 
minister. Experts believe that Kishida will have a nuanced 
view toward relations with China but will not act against 
the Biden administration’s China strategy (Ito, 2021). The 
PM’s cautiously optimistic stance towards China may prove 
to fail in a situation where US-China tensions continue to 
worsen and Japan is forced to support its Western allies.

One of PM Kishida’s premier economic policy proposals 
is to reduce income and wealth inequalities in Japan. 
According to the Statistics Bureau of Japan, real wages 
grew 2.6% whereas labour productivity grew by 22.8% 
between 1995-2015. As a result, Kishida has proposed to 
overhaul the corporate tax system to provide incentives 
for companies to raise wages. He intends to achieve a 
higher share of labour productivity gains reflected in real 
wage growth to redistribute gains from business owners 
to workers. It is well documented that higher levels of 
inequality tend to drag on economic growth (Gurría, 
2014) (Stiglitz, 2014), meaning Kishida’s proposal may also 
have a positive impact on growth if successful. However, 
according to research done by French economist Thomas 
Piketty, the rise in capital returns above growth in world 
output (r>g) is the primary cause of rising inequality (see 
figure 1). Therefore, inequality may continue to rise as 
long as this trend continues. According to his research, 
the PM’s policy may be futile unless the r>g inequality is 
reversed and output growth exceeds capital returns.

Analysis of Fumio Kishida’s Policy Proposals

Angus Conway
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To boost economic growth, Kishida is aiming to produce a 
fiscal expansion stimulus package focused on COVID aid, 
green energy, and other industry-specific aid. Kishida has 
already unveiled short-term plans to distribute ¥100,000 
($880) in cash to households, students, and temporary 
workers hit hardest by COVID-19. In the long-term, the 
PM plans to boost investments in clean energy to push 
Japan to adopt a leadership role on zero emissions in 
Asia. Further support for agriculture and fishing industries 
have been proposed because of the costs incurred by 
the recent spike in gasoline prices. Despite Kishida’s bid 
to supercharge fiscal expansion and support targeted 
industries, these policies do not differ significantly from 
the previously enacted ‘Abenomics’ and they do not 
address Japan’s underlying structural issues. 

Firstly, Japan is suffering from demographic shifts in 
its population structure. According to the OECD, Japan 
has the highest old-age dependency ratio of all OECD 
countries, with over 50 persons aged 65+ for every 100 
persons of working age in the nation. This demographic 
cost is causing a drag on economic growth as the burden 
of growth is being placed on a shrinking proportion of the 
population (see figure 2). 

Secondly, like many developed economies today, Japan 
is struggling with technological innovation. This is 
evidenced by falling TFP growth, as seen in figure 3. 
Robert Gordon, an American economist at Northwestern 
University, believes that the US, like many developed 
economies, is struggling to innovate new technologies to 
drive TFP growth. Consequently, economies like Japan are 
running into diminishing returns to capital accumulation 
and are failing to create sustained economic growth. 
Similar to many developed economies, they have not 
been able to replicate the levels of innovation and 
economic growth seen in the post-WW2 era. Some 

economists argue that the Japanese financial sector is 
failing at allocating resources efficiently to productive 
and innovative firms, leading to inefficient markets and 
a failure of the forces of creative destruction (Caballero, 
Hoshi, and Kashyap, 2008). As a result, fiscal expenditure 
may not be sufficient to alleviate the structural problems 
leading to secular stagnation in the Japanese economy. 
Policy needs to address underlying issues in resource 
allocation and demographics in the economy. 

Regardless of Kishida’s election majority, the evidence 
points to a continuation of the ‘Lost Decades’ of 
the Japanese economy. The Prime Minister’s policy 
suggestions fail to tackle the deep structural issues that 
have plagued the Japanese economy over the last 30 
years. In addition, given significant developments in 
capital market returns over the same period, greater 
action is necessary to overcome the pervasive and rising 
inequality in Japan than is being proposed. Factoring 
in Kishida’s nuanced stance towards foreign policy, it is 
unlikely that PM Kishida’s current policy proposals are to 
impact the trajectory of rising tensions between China and 
the West as well as the course of its domestic economy.  
Given the short-termism of political leaders with limited 
terms, there are insubstantial incentives for political 
leaders like PM Kishida to implement long-term policies 
to create sustainable economic growth. Understandably, 
this assessment of Kishida and the future of the Japanese 
economy is bleak. However, it is not unheard of for a 
politician to enact meaningful long-term change, it is 
simply incredibly rare. Regardless, we should hold out 
hope that the inaugural Prime Minister puts aside his 
political interests and dogma to think beyond his tenure, 
for the sake of regular civilians and the future of Japan.

How Korea Exported Culture

Needless to say, pretty much everyone has watched 
Netflix’s hit series ‘Squid Game’, witnessed Bong Joon-
Ho’s ‘Parasite’ sweep the Oscars and listened to at least 
one BTS song. While South Korean entertainment is 
becoming mainstream in the West, however, all things 
have humble beginnings. This article will explain how 
the Asian superpower has come to export its culture past 
its borders and the remarkable impact it has had on the 
country’s economy. 

First, let us take a quick detour to South Korea’s economic 
history. After the split of the two Koreas in the 1950s, the 
war left South Korea as one of the poorest countries in the 
world, with a GDP of just under $4 billion (current US$) 
in 1960 (World Bank, 2021). Today’s GDP stands at more 
than 400 times this figure. This progress is due to political 
and economic shifts toward democracy and a high tech 
manufacturing industry during the 1980s (BBC, 2018). 

Since then, the country has been focusing on growing 
both its soft and hard power. South Korea is one of few 
economies in the world that is prioritising exporting 
popular culture - this is known as “soft power”. It is a 
term invented by Harvard political scientist Joseph Nye 
and refers to the power a country can earn through its 
reputation and image (Nye, 1990). This exportation of 
culture was labelled “Hallyu” by the Chinese media in 
the late 90s, which translates to “Korean wave”. The term 
refers to the popularity of Korean dramas and K-Pop 
amongst the Chinese youth, an example of South Korea’s 
soft power. However, before the Hallyu wave of the 90s, a 
very significant law changed in South Korea, the freedom 
of outbound travel for South Koreans in the late 80s. 

Before this law had changed, only those over age 40 were 
allowed overseas travel (Los Angeles Times, 1988). So the 
change allowed for hundreds of thousands of Koreans to 
travel to the US and Europe and chase their educational 
and career aspirations. This knowledge was then brought 
back to South Korea in the 1990s. The wave of returnees 
put forward their fresh perspectives, a new way of doing 
business and creating art that was influenced by the west 
but still nuanced by their upbringing in Korea. Following 
this, Korean pop culture gained traction in Japan after a 
53-year old ban on Japanese cultural imports into Korea 
was lifted. The lifting of this ban improved Korea-Japan 
relations after decades of hostility due to the Japanese 
colonial rule from 1910-1945 (The Japan Times, 2003), 
leading to increased Korean imports in Japan also. 

As South Korea experienced the Asian financial crisis 
of 1997-98, the collusive bond between the Korean 
government, conglomerates (also known as “chaebols”), 
and the banking industry led to inadequate financial 
supervision and regulations and inefficient use of capital 
(Koo et al., 2001). The Korean government was forced to 
take a loan worth $58 billion from the IMF (IMF, 2002). The 
crisis tarnished South Korea’s reputation and impacted 
stakeholders’ views on Korean chaebols. As a result, 
chaebols had to restructure their business models to focus 
on only a few core businesses (Chang, 2006). This opened 
up the market to smaller businesses, allowing for the rise 
of new entrepreneurs. Then President Kim Dae-Jung, put 
technology and popular culture at the top of his list of 
priorities to help create new industries and rebrand South 
Korea. As a result, Korean companies like Samsung and LG 
started focusing on branding. These chaebols understood 

Rumeysa Yilmaz

Source: BBC News. 2021. Squid Game: Crawley to host game for Christmas appeal. 
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the importance of internationalisation and growth 
beyond Korea. There was an increased concentration of 
effort into design and marketing, which influenced other 
sectors as well. Paired with this, in 1996 the Constitutional 
Court found that censorship was unconstitutional and 
lifted the ban (Hollywood Reporter, 2017). This paved the 
way for a new generation of Korean filmmakers to bring 
more daring ideas to cinema. 

Today, there is increased admiration for Korean goods 
thanks to the past decades of economic and political 
innovation. Brands such as Samsung have risen to be 
among the top ten brands in the world due to their 
cutting-edge design and quality. Such investments in 
research and development spread to other sectors as 
well within Korea. In particular, the entertainment sector. 
Korean movies and dramas are at Hollywood production 
quality. This has attracted increased capital from countries 
outside of South Korea, mainly other Asian nations. In 
addition, the increased support from the government 
has been hugely beneficial. South Korea is one of few 
countries in the world that has a Ministry of Culture 
(and Sports and Tourism). This Ministry is in charge of 
promoting Korean culture abroad with the long term 
goal of increasing exports of other goods and services. In 
2013, the Ministry had allocated US$280 million towards 
enhancing the Korean wave, and as a result, cultural 
exports have increased 10% per year (The World, 2013). 

The content industry sits at $10.8 billion worth of exports 
as of 2020 and has grown by 6.3% last year despite the 
impact of the pandemic on the overall shipment of 
goods. Netflix claims that its collaboration with Korean 
filmmakers has added US$1.9 billion to the Korean 
economy last year (Bloomberg, 2021). While South Korea’s 
content industry is still relatively small in comparison to 
the nation’s manufacturing sector, it is a growing success 
that has overtaken other sectors such as cosmetics and 
household appliances. 

Increased popularity and the international success of 
Korean shows and K-Pop alike has led to a boom in tourism. 
The number of tourists visiting Korea has increased from 
300,000 in 1998 to 11.8 million in 2014. Of these numbers, 

Asian tourists constituted 71.3% in 1998 and 83.5% in 
2014. Not only did the number of tourists increase, but 
so did the proportion of Asian tourists. In particular, the 
proportion of Chinese tourists rose from 4.96% in 1998 to 
43.14% in 2014 owing to improving Korea-China relations 
(Bae et al., 2017). 

However, the effects of the deployment of the THAAD 
US missile event in 2017 had negative impacts on 
South Korea. President Moon Jae-in had approved this 
deployment in response to North Korea detonating a 
nuclear device earlier. All of which resulted in political 
clashes with Chinese President Xi leading to a sharp 
decrease in Chinese tourists visiting Korea (Bloomberg, 
2021). The graph above reflects how political events such 
as this can have a huge impact on tourism for Korea. 

The Korean labour market has also benefited. Year on year 
growth in employment for the creative industry has been 
one of the highest growing metrics in Korea as seen in the 
below chart. 

In conclusion, South Korea’s exportation of culture has 
been nothing short of a blessing. Tourism has flourished 
and with it the economy. Korean entertainment has 
earned its rightful place alongside Hollywood and pop 
icon big shots. We will need to wait to see however if South 
Korea can keep up this positive trajectory by sustaining 
its innovation of cultural products, investments from its 
government and good political relations with its main 
consumer demographic - its Asian neighbours. 

Source: Lee, J. and Kim, S., 2021. ‘Squid Game’ Takes Korean Soft Power 
Up a Notch, And It’s Good for Economy Too. 
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Bhutan, a land often described as a hidden Shangri-La, with 
its innate spirituality, pristine natural beauty, and imposing 
yet humble monasteries, has found international attention 
due to its deviation from conventional economics. The 
country’s distinct ethos is a result of the conceptualisation 
of Gross National Happiness (GNH) by the fourth king, 
Jigme Singye Wangchuck, in 1972. It was declared as 
being of superior significance to Gross Domestic Product 
and was officially instituted as a governmental goal in the 
constitution in 2008.

The GNH or GDH (Gross Domestic Happiness) Index 
attempts to focus on the elusive concept of happiness 
and general contentment rather than material measures 
of capital and productivity. There are 4 key pillars: 
sustainable and equitable development, environmental 
conservation, preservation and promotion of culture, 
and good governance. This has lately developed into 
9 domains: psychological well-being, health, time 
use, education, cultural diversity and resilience, good 
governance, community vitality, ecological diversity and 
resilience, and living standards. The surveys to measure 
GNH originally took a staggering 9 hours to complete 
but were later shortened to 3 hours, with partakers 
compensated with a day’s wage for their efforts (NPR, 
2018). Formulating questions to gauge subjective 
happiness is no simple task, which is why the 9 domains 
act as a guide and enquiries range from the quality of 
relationships of the residents to whether river pollution 
has had any detrimental impact on them.

The positive effects of the pursuit of this philosophy seem 
ubiquitous in the Eden-like region where forests blanket 
70% of the terrain and the monarchs are widely and 

genuinely loved by the subjects (Forbes, 2018). The data 
also suggests success as the 2015 survey results showed 
that 90% of people were happy to some degree (NPR, 2018). 
The idea of GNH has put Bhutan on the map and given 
it a mystical image which has attracted a considerable 
number of international travellers. The country is 
attempting to deter low-cost tourism by implementing 
minimum spending thresholds as this helps in preventing 
environmental and cultural degradation (two of the tenets 
of the philosophy), while still stimulating the economy. 
The influx of tourists is fuelling a boom in construction 
which is in turn encouraging economic development 
(NPR, 2018). Despite GDP growth not being the foremost 
aim of economic policies, Bhutan’s annual economic 
growth rate has almost consistently been higher than the 
world average, for example 18% compared to 4% in 2007 
and 5.5% compared to 2.5% in 2019 (The World Bank, 
2021).

When we look beyond the facade, however, it seems like 
there is trouble in paradise. While the 2015 survey indeed 
indicated that more than 90% of people were happy to 
some degree, 48% were only described as 'narrowly 
happy,' suggesting that Bhutan’s population may not be 
extensively happier than other countries’ (NPR, 2018). It 
also seems contradictory that Bhutan ranked at #95 in 
the World Happiness Report in 2019 despite prioritising 
happiness over conventional economic success metrics. 
However, this discrepancy may be explained by the 
disputed validity of the data that was supposedly used 
(survey by Gallup Poll) Contrastingly, the data from the 
GNH survey conducted by the Centre for Bhutan Studies 
would have ranked Bhutan at #20 (The Phnom Penh Post, 
2019).

The Happiest Place on Earth?

Matty Agrawal
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There are, nonetheless, concerning economic problems 
largely overlooked by the superficial glance of the outside 
world. The most glaring of these is a stunted GDP of 
$2.2bn (2016) and a prominent position on the UN’s list 
of least economically developed countries (which takes 
into account GNI, human assets and economic and 
environmental vulnerability). Inflation is also an issue as 
the CPI rose by 9% in 2020 and food prices rose by 15%, 
further exacerbating the food insecurity caused by 50% 
of the country’s food being imported (Kuensel, 2021). 
Additionally, although the state provides free healthcare, 
there are only a few psychiatrists in the country and living 
up to the brand of a happy land is proving to be tiring for 
some (NPR, 2018). Bhutan is also experiencing the effects 
of climate change which may soon impact the large 
hydropower plants it relies on for a considerable portion 
of revenue and domestic energy. The cause of this issue, 
however, is entirely external: Bhutan has net negative 
greenhouse gas emissions and lack of climate action 
cannot therefore be used to criticise the government or 
its policies.  

Regardless of these problems, The good governance 
principle in practice is evident in the country’s handling 
of the COVID-19 pandemic. While undeniably aided by its 
small population of roughly 770,000, decisive and strict 
measures allowed Bhutan to have the lowest fatality rate 
in the world at 0.05%. 2nd doses of vaccines had also 
reached 90% of the eligible population within a week 
(Imperial College London, 2020; The Sydney Morning 
Herald, 2021). This acts as a testament to both government 
efficiency and public compliance, education and altruism. 

This begs the question, how much can an economy 
influence the happiness of its citizens? 

Today’s youth is increasingly disillusioned by what 
seems to be an exploitative and rather bleak working 
life in capitalist economies that aim almost exclusively to 
maximise productivity and therefore GDP. For ‘developed’ 
economies, a shift to focusing on GNH may dramatically 
shift the cultural discontent that has been festering for 
the last few decades (BBC, 2021). While for Bhutan it can 
be argued the dismissal of GDP has resulted in the nation 
languishing in low economic development until recently, 
the same cannot be said for countries that are already 
highly developed. They have the ability to avoid Bhutan’s 
setbacks as the economy has already advanced to a certain 
stage. While focusing on happiness has the obvious 
benefit of making people happier and living more fulfilled 
lives, it can also help develop a more sustainable economy 
as there is a strong argument for shorter working hours 
creating a much more engaged and productive workforce 
by reducing fatigue and avoiding burnout. 

However, in a secular society, it is difficult to gauge what 
changes would improve aggregate happiness. Bhutan 
chose to build the GNH index on Buddhist doctrines such 
as contentment and compassion, which is why much 
of the survey focuses on spirituality and involvement in 
the community. It has been argued that the underlying 
philosophy of the GNH has been westernised in the 
process of dissemination and that you cannot quantify 
Buddhism, so other countries may have to ascertain an 
alternative approach (NPR, 2018). While the logistics may 
take time to refine, few would argue against taking a step 
back to look at the big picture and reconsidering whether 
continuing the sisyphean pursuit of growing GDP is the 
best way forward.
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The Vicious Legacy of Abandoning 
Afghanistan

Even before the last US C-17 cargo jet left the tarmac at 
Hamid Karzai International airport in Kabul, the Taliban 
got to work. 

In their new offices, which they previously occupied 
from 1996 to 2001 (unelected of course), the incoming 
government appointed a cabinet full of their ‘best and 
brightest’: Mullah Mohammad Hassan, incumbent prime 
minister, was deputy prime minister during the Taliban’s 
first stint in which women and minorities were viciously 
oppressed; Sirajuddin Haqqani - incoming interior 
minister - is the head of the Haqqani network, a radical 
element within the Taliban responsible for some of the 
most gruesome suicide bombings in Afghanistan (a feat 
that earned him a place on the FBI’s most wanted list); 
Mawlawi Muhammad Yaqoub, now defence minister, is 
the son of Mullah Omar, founder of the Taliban (Harnden, 
2021; Graham-Harrison and Makoii, 2021). 

As well as building a political architecture, the Islamic 
fundamentalist group continued their campaign of 
summary executions of ‘internal enemies’ and intimidation 
of journalists, all in the pursuit of an ideologically uniform 
state and bureaucracy (Nebehay and Farge, 2021). 

However, in an August 17 press conference, the Taliban 
attempted to dispel the image of a woman-hating, 
totalitarian, oppressive force. In addition to giving 
‘amnesty’ to all Afghani citizens, and inviting women to 
join the government, Taliban spokesman Zabihullah 
Mujahid said in response to questions on whether the 
Taliban has changed:

“When it comes to experience and maturity and vision, 
of course, there’s a huge difference between us, in 
comparison to 20 years ago. There will be a difference 
when it comes to the actions we’re going to take, this has 
been like an evolutionary complimentary sort of process.” 
(Mujahid, 2021)

Can these claims be taken seriously? Not if we are to go 
by the political structure and social/legal policies that 
have already been implemented. Indeed, the social 
reverberations of the Taliban’s accession can hardly be 
missed. 

On legal matters, the Taliban’s extreme interpretation of 
Islamic traditional Sharia law means harsh punishments 
are handed out for crimes. In late September, the Taliban 
hung the bodies of four men (and alleged kidnappers) 
in a public square, in the northern city of Herat (Vohra, 
2021). Notably, this punishment was executed without a 
fair trial, or right to a jury. The day before the hangings, 
the Taliban’s chief of prisons announced in September 
that the regime will “resume amputations and executions” 
(Sky News, 2021). Citizens report of ‘stoning of adulterers’, 
‘routine flogging of people in the streets’ and amputation 
of thieves’ hands and feet (Vohra, 2021).

Though Sharia law is not unique to Afghanistan, the 
brutality of the Taliban’s legal interpretation is relatively 
unmatched: countries like Saudi Arabia and Iran, which 
subscribe to Sharia law, have “some semblance of fair 
trials” and in recent years there have been no public 
executions (Allen and Felbab-Brown, 2020). 

Nim Etzioni

Additionally, women are disproportionately affected by 
the new regime’s antediluvian social vision. Education 
has been severely restricted, with young girls effectively 
banned from secondary schooling (Graham-Harrison, 
2021). Women are scared that they will not be able to return 
to their jobs, with the Taliban ordering female government 
employees to stay at home (CNN, 2021). The burqa, a 
garment covering women from head to toe, is seen as a 
necessity once again. The Afghan ministry for women’s 
affairs, an organisation devoted to the advancement of 
women and gender equality, was replaced by the much 
more austere ministry for the “propagation of virtue and 
the prevention of vice” (Al Jazeera, 2021). 

It is no wonder that the Taliban is unpopular amongst 
its own people: a 2019 survey found that only 13.4% of 
Afghans had favourable opinions of the Taliban, a 73% 
decrease from 2009 (Maizland, 2021). Though there has 
been no update since then, it is unlikely to have changed 
very much. This explains why the appointment of the 
cabinet was conducted behind closed doors. 

Thus, once you remove the thin veneer of a changed and 
enlightened ‘Taliban 2.0’ who aim to protect Afghanistan 
and its citizens, the true nature is revealed: that of a 
pseudo-theocratic mafia concerned primarily with brutal 
status quo preservation, and not much else. In other 
words, the Taliban should fire its public relations team. 

This branding failure has profound economic implications 
for the already impoverished nation. With a population 
of 40 million, which has doubled since 2001, Afghanistan 
has a lot of mouths to feed, homes and cities to power, 
and cars to fuel. All of this depends directly on imports, 
which are ten times that of exports (World Bank, 2019). 
For example, Afghanistan imports roughly $760m worth 
of flour, $280m worth of electricity (70% of total) each 
year, and 13,300 barrels of oil each day (Tooze, 2021). 

Before the US withdrawal, the enormous trade deficit 
was largely funded by the western powers. Aid from 
international organisations, which sometimes amounted 
to 43% of GDP, accounted for 75% of public services 
(Egeland, 2021). However, as soon as the Taliban stormed 
the presidential palace in Kabul, the aid and funding 
vanished, with the international community objecting to 
the Taliban’s humanitarian record. Afghan central bank 
assets worth up to $10bn and said to be able to fund 
imports for 18 months, were frozen by the US government: 
they were stored in the federal reserve of New York (PBS, 
2021). Now, the UN warns that 53% of the population 
face food insecurity at “crisis” or “emergency” levels (UN, 
2021). Couple this with the COVID-19 pandemic, and a 
humanitarian catastrophe looms. 

All this being said, it is in the interest of the US and the west 
that the Taliban retains political monopoly in Afghanistan. 
This is primarily because the Taliban is currently the best 
viable option to rule the country, given the alternatives. 

Among them is ISIS-K, a radical Islamic fundamentalist 
group that views the Taliban as too moderate and aims 
to create a caliphate in central Asia (Khorasan). The group 
is also much more violent than the Taliban - infamously, it 
took responsibility for bombing the Kabul airport during 
the US evacuation, killing at least 169 civilians and 13 US 
service members (Gardner, 2021). On the other hand, a 
potential resistance movement headed by the deposed 
government, currently in exile in Tajikistan, would not be 
popular since they are regarded as highly incompetent, 
corrupt and disorganised (O’Donnell, 2021). 
 
Even if the west were to fund the resistance group, this 
would create problems of its own. For one it would almost 
certainly lead to a civil war, destabilising the region and 
enabling other ambitious and anti-western militant 
groups to proliferate, whilst also creating a migrant crisis 
similar to Syria and Yemen. 

Thus, the US must cooperate with the Taliban. It must 
root for the preservation of the very same people it spent 
two decades trying to obliterate. Moreover, it could be 
argued that it must even cooperate closely. Otherwise, 
geopolitical rivals such as Iran, China, Russia and Pakistan, 
which have already begun courting the regime, could 
obtain oversized influence and create problems down the 
line (Ibrahim, 2021). A massive headache for the US, but 
one that it brought upon itself. 

Ultimately, Afghanistan shows the tragedy of geopolitical 
thinking. Large overarching moves and strategies are 
made by big players against other big players, and overall 
stability is at stake. However, the small players - the Afghan 
citizens - are disregarded. Granted, the US made some 
extraordinary humanitarian improvements to the life of 
the average Afghan, but in the end, they have endured a 
consistent stream of unpopular and brutal regimes, all for 
the sake of ‘stability’. And unfortunately, they will continue 
to do so for the foreseeable future.
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The last few years of the Moon Jae-in administration 
have been characterized by discord between the 
Democratic cabinet and the Prosecution Service. This 
has now spilled over directly into the political arena, with 
former Prosecutor General Yoon Seok-youl nominated 
by the People Power Party (PPP), the main conservative 
opposition, as the presidential candidate to run against 
the Democratic Party nominee Lee Jae-myung. Conflict 
between a Democratic government and the prosecutors 
is not in any way new in Korea. The prosecutors have long 
been criticized for abuse of their far-reaching powers to 
achieve political goals and, for decades, the Democrats 
have called for major reform of the organization. This 
election is, however, unprecedented in the degree 
to which the prosecutors are pulling the strings on 
democracy.

A bitter history

The Prosecution Service is, and has always been, one of 
the most powerful organizations in Korea (Woo, 2020). 
Until the beginning of 2021, the prosecutors formally 
directed all investigations, including those carried out 
by the police, and enjoyed exclusive authority over 
indictment decisions (Lee & Ko, 2021). This means that 
even if police found significant evidence of a certain crime, 
prosecutors could, for any reason, decide to terminate the 
investigation without indicting the suspect. It is obvious 
why there are countless examples of allegedly corrupt 
prosecutors not being charged. In the past five years, 99% 
of cases involving a prosecutor were terminated without 
indictment (전광준, 2021).

The idea of prosecutor reform was first popularized during 
the first Democratic administration in the 1990s, but was 
not particularly prioritized until the election of President 
Roh Moo-hyun, a Democrat, in 2003 (연합뉴스, 2019). His 
attempts to distribute the power of the prosecutors and 

ensure their political neutrality were met with significant 
resistance, and despite his efforts, Roh ultimately failed 
to implement systematic changes to the Prosecution 
Service (반기웅, 2021). Soon after Roh left office and Lee 
Myung-bak’s conservative government took power, 
the prosecutors began massive investigations into Roh 
on corruption charges. Roh committed suicide in 2009, 
leading to mass outcry about the prosecutors and Lee 
administration’s ‘political retribution’ (최승진, 2009).

The task of prosecutor reform has since remained an 
important mission for many Democrats. One of President 
Moon’s main campaign pledges was to reduce the 
prosecutors’ power by transferring certain authorities 
to the police and creating an independent agency for 
investigating high-ranking government officials. His 
attempts to achieve this in office was once again met 
with immense resistance from the prosecutors and the 
conservative opposition. The appointment of Cho Kuk, a 
progressive academic and former Secretary under Moon, 
as the Minister of Justice to lead these reforms sparked 
massive controversy, as Cho and his family became 
engulfed in multiple corruption scandals and came 
under prosecutor investigation. Cho’s successor, Choo 
Mi-Ae, came into clashes with then-Prosecutor General 
Yoon, which reached a peak as Choo took disciplinary 
action against Yoon for illegal activity. Yoon claimed 
that “constitutional values and the rule of law is being 
destroyed” and resigned from his post in March 2021 (
박국희, 2021). Having become a heroic figure of defiance 
for many conservatives, he announced his presidential 
bid in June and, in November, secured victory in the PPP 
primaries.

Yoon and the prosecutors: Partners in crime? 

Yoon is undoubtedly a controversial figure. The fact that 
he joined a political party and announced his presidential 

Righteous Defiance or a Bloodless Coup?

Yong June Hong

bid within only months of resigning from his post of 
Prosecutor General raised questions about his political 
neutrality during his time in office (장나래, 2021). More 
recently, Yoon’s entire pretext for joining politics has been 
threatened as the court ruled that Choo’s disciplinary 
action against him was more than justified, recognizing 
his interference in investigations of a prosecutor/media 
corruption case and involvement in the illegal surveillance 
of judges (최민영, 2021). Yoon’s campaign has stated they 
would appeal. 

Significant evidence has been uncovered pointing to 
collusion between the PPP and the prosecutors during 
Yoon’s time as Prosecutor General. A whistleblower from 
the PPP has revealed recordings of calls and text messages 
with Kim Woong, a prosecutor-turned-PPP politician, in 
which he instructs her to file accusations against multiple 
pro-Democratic politicians and influencers. While this 
in itself is not illegal, Kim forwarded already written-
up documents seemingly originating from a current 
prosecutor that reported directly to Yoon. This sparked 
allegations that Yoon’s prosecutors prepared charges 
against people based on their political leanings even 
before formal accusations were filed, and secretly passed 
on complete accusation documents to PPP politicians 
in order to make it seem like the prosecutors were only 
objectively investigating something that was reported 
to them by another entity. Yoon denies any involvement 
(MBC PD Note, 2021).

Additionally, there are allegations that Yoon used the 
Prosecution Service for his own family’s interests. When 
his mother-in-law was accused of real estate fraud and 
violating medical law, the prosecutors created documents 
defending her (김청윤, 이희진 and 정필재, 2021). Yoon is 
accused of directing such a document to be created and 
has been criticized for “privatizing” the prosecutors to 
defend his own family. Yoon’s campaign has claimed he 
was not involved, and that it is normal for government 
organizations to create such documents when there 
are media reports about their leader (정준기, 2021). 
Meanwhile, Yoon’s mother-in-law has been found guilty 
of the illegal establishment of a hospital and fraudulently 
obtaining public funds for the hospital, and has been 
sentenced to three years of imprisonment (리걸엔진, 
2021).

The Democratic solution and the Democratic 
problem

Lee Jae-myung and his supporters have called the 
situation a “prosecutor coup d’etat” (배주환, 2021). 
Strongly criticizing the prosecutors, he stated that they 
have abused their powers to “cover up crimes that exist 
and fabricate crimes that do not exist” (신종철, 2021). His 
promises reflect that of Moon’s, such as further distributing 
prosecutors’ powers by separating indictment authorities 
from investigation authorities, and transferring indictment 
decisions to a jury from individual prosecutors. (반종빈, 
2021)

That is not to say Lee is free from controversy. Prosecutors 
are investigating a real estate corruption scandal 
from when Lee was the Mayor of Seongnam, where a 
company called Hwacheon Daeyu enjoyed enormous 

profits from the development of Daejang-dong, a new 
town in Seongnam. The PPP has questioned if Lee owns 
Hwacheon Daeyu and accused him of using his authority 
to give them profit from the development project. (손재호, 
2021) Lee has denied the allegations, referring to the fact 
that he had attempted to completely nationalize the 
project, leaving no profit for private companies, but it was 
instead the PPP that insisted on private development (
진현권, 2021). 

Pulling the strings

Yoon’s numerous controversies can shed light on why 
this particular election is extraordinarily influenced by 
prosecutors. If true, they would show that the Prosecution 
Service, which is obviously intended to be politically 
neutral, is interfering with the democratic process by 
working with certain political parties and politicians. They 
would show that Yoon is essentially a representation of 
the prosecutors, and that this election is a battle between 
a powerful, corrupt government organization trying 
to resist reform and a candidate pledging to rid that 
organization of such corruption.

Even if the allegations are not true or remain inconclusive, 
the existence of cases related to both Yoon and Lee that 
are being investigated by the prosecutors gives the 
prosecutors significant control over the elections. Certain 
decisions, such as whether to indict Yoon’s family or Lee, or 
what parts of the investigations to disclose to the media, 
can greatly impact public opinion and may well change 
the outcome of the entire election (오창익, 2021). The fact 
that Yoon led the prosecutors in their resistance against 
Moon’s reforms and made an entire presidential bid 
on that pretext creates an obvious bias for prosecutors. 
This is an organization that has a history of corruption 
and politically motivated investigations, and there is no 
reason to believe that they would miss out on this prime 
opportunity to gain even more power.

At the time of writing, Lee and Yoon are neck and neck 
in the polls (양다훈, 2021). Lee is attempting to use the 
Daejang-dong controversy to his advantage, arguing that 
it demonstrates PPP hypocrisy and vested interests. He 
has also called on his supporters to help fight the “uneven 
playing field” created by biased media (이민영, 2021). 
Yoon, on the other hand, is trying to earn the votes of the 
large group of people who are dissatisfied with the Moon 
administration, pledging to reverse much of its work. With 
about three months left until the election, there will be 
interesting developments in both campaigns as Lee and 
Yoon continue what is already a tense battle.

The seemingly perpetual powers of the prosecutors will 
only come to an end once people wake up and recognize 
their influence on voters’ decisions. They must elect a 
leader who is unafraid to push through with reforms 
regardless of resistance, and one who is not willing 
to compromise with corrupt forces. Whether that will 
happen, paradoxically, will depend on how well the 
prosecutors keep public opinion under control.
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I recently travelled to the Netherlands to visit family. I had 
momentarily escaped my studies which consist mostly 
in reading conflicting political science papers that bring 
about more questions than answers. Still, I could not 
escape the world of politics. In the heart of Amsterdam, 
over some hot tea and Pringles, conversation soon turned 
to the current state of Dutch politics, and all it took from 
me was a simple “didn’t you guys have elections recently?”

What's going down in the low countries? Scandals, 
elections, and negotiations so long they could 

outlast a Dutch dam. 

The elections occurred in March 2021 after the resignation 
of the governing cabinet led by Prime Minister Mark Rutte 
of the centre-right VVD or People’s Party for Freedom 
and Democracy. The resignation was in response to the 
so-called Dutch childcare benefits scandal. The scandal 
involved the Dutch Tax and Customs Administration 
wrongly accusing around 26,000 parents of benefits 
fraud, forcing many to pay back their allowances in full. Up 
until the 15th of December 2021, a record 273 days after 
the election, an agreement for a governing coalition had 
yet to be reached. So how on earth did this happen? Who 
“won” the elections? And, what took so long?

The Dutch childcare benefits scandal: a saga of fraud, 
foul play and falsely accused families. 

Dutch childcare, although not free, is partly subsidised by 
benefits for families whose parents are working, studying, 
or taking a civic integration course. (Belastingdienst, 2021)

The system, however, has exploitable flaws. For example, 
childminding agencies wrote sham employment contracts 

to families for their friends and relatives’ free informal 
childcare. They then claimed childcare allowances and 
split them with the families. This was, unsurprisingly, 
illegal, but the families thought everything was above 
board. After authorities raided one such agency in 2009, 
they were forced to pay back the money. A year later, the 
government demanded unsuspecting families pay back 
their share, plunging them into debt. The families appealed 
the ruling but were told that the government could not 
legally do anything, and they would have to begin their 
own legal proceedings against the childminding agency 
that knowingly duped them. (Frederik, 2020)

This was just the start of a string of questionable decisions 
by the Dutch government who had started to crack down 
more severely on welfare fraud after it was discovered in 
2013 that Bulgarian migrants, encouraged by a gang, had 
falsely claimed and received benefits and then fled the 
country before authorities could verify their claims (RTL 
Nieuws, 2015). The Dutch government now had an elite 
squad of fraud-fighters, the Collaborative Anti-facilitation 
Force or CAF, that worked to stop childminding agencies 
from encouraging fraud, but ultimately listed innocent 
families as fraudsters in the process. 

While the aforementioned cases, although managed in 
a bafflingly poor fashion, did involve actual fraud, what 
got the Dutch government in hot water were a series of 
cases where it falsely labelled parents as fraudsters. In 
the infamous CAF 11 Hawaii case, the CAF investigated 
Dadim, a childminding agency it suspected of facilitating 
fraud. In 2012, a judge had ruled that no fraud had been 
found. Despite this, a year later, the Tax and Customs 
Administration designated Dadim’s offices as a site 

What’s taking so long?  
The long story of why the Netherlands has been unable 

to form a government
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of suspected fraud and classified 317 of its clients as 
fraudsters (Klein, 2019). This became a recurring pattern 
for the Tax and Customs Administration who carried out 
similar investigations on 630 other agencies (de Witt 
Wijnen, 2020). They also threatened to strip parents of 
their benefits for small mistakes like missing signatures or 
forgetting to declare a small change in income. (Frederik, 
2020) 

After the scandal was exposed by the Dutch press in 
2018, investigations followed. A number of conclusions 
were reached: concerns from within the Administration 
were ignored by senior officials, (Frederik, 2020), GDPR 
was violated, and parents were “discriminated against” 
(Autoriteit Persoonsgegevens, 2019) and “treated with 
institutional bias” (van Laarhoven, 2020). These reports, 
however, largely shielded politicians from blame. Finally, 
a parliamentary investigation committee was set up to 
assess how aware the government was of the missteps 
that had led to the scandal. A 2020 report by the Dutch 
House of Representatives implicated the Ministry of Social 
Affairs, the Ministry of Finance, the cabinet, the Council 
of State, and even the House itself. (Tweede Kamer 
der Staten-Generaal, 2020). Ultimately, the threat of a 
successful vote of no confidence led the entire cabinet to 
resign in January 2021. The outgoing cabinet continued 
to manage the country in a caretaker role during the 
COVID-19 crisis, and several measures aimed at redressing 
the injustices of the scandal were undertaken including 
a €30,000 compensation to victims regardless of financial 
loss, unless they qualified for even more.

How many Dutchmen does it take to form a 
government? And how long will it take them?

The entire Dutch government collapsed three months 
before the next general elections were scheduled to 
take place in March 2021. Amazingly, the ruling VVD 
party “won” the election, receiving the highest vote tally 
with 21.9% of the votes and the most seats in the House 

of Representatives with 34 out of 150 seats, one more 
than they had previously (Kiesraad, 2021). The success 
of the party can perhaps be attributed to the country’s 
management of the COVID-19 pandemic; a global trend 
of increased support for a country’s ruling government 
during crises like this is well-established (Bol et. al, 2020). 
But, as we’ve seen in other countries, COVID-19 measures 
have also led to the emergence of far-right anti-lockdown 
parties. In the Netherlands, two such parties are of note: 
the FvD and JA21 who won a combined 11 seats. Besides 
the FvD, the most successful party in terms of seats 
gained since the last election were the VVD’s previous 
coalition partner, the economically liberal and socially 
progressive D66, who gained a total of 24 seats, 5 more 
than they previously had. Losses were felt most by the 
CDA, a Christian democratic party that had also been a 
member of the governing coalition, and leftist and green 
opposition parties, the SP and GL

The Dutch parliamentary system exhibits extreme multi-
partisanship, and coalitions are almost always necessary to 
govern. The election results, however, don’t automatically 
explain the difficulty in forming a government. The 
previous cabinet held a majority of seats and was made 
up of four parties: the VVD, CDA, D66, and CU with a 
combined total of 76 seats. These same parties now hold 
a combined 78 seats, an even bigger majority.

So why has it taken so long? For starters, D66 saw their 
gains as affirming a more progressive mandate and had 
been advocating for the inclusion of at least one left-
leaning party. The problem is the SP were deemed too far 
to the left, and the GL and PvdA refused to join a coalition 
unless the other was also present, a proposal that the 
VVD were likely to reject. Furthermore, the CDA seemed 
unwilling to join a coalition with any leftist party, and D66 
had previously ruled out working with the CU over medico-
ethical policy differences. Attempting to find partners on 
the right was also virtually impossible as most parties 

Figure 1: The composition of the Dutch House of Representatives 
following the 2021 General Election 



THE ECONOMIC TRIBUNE ISSUE NO. 25 JANUARY 2022

3736

consider the far-right PVV and FvD to be “untouchable” 
due to their controversial rhetoric. This practice of 
mainstream parties effectively forming a cordon sanitaire 
around extremist parties, particularly those on the far-
right, is a common occurrence throughout Europe. This 
has been the experience of the far-right AfD in Germany, 
the BNP in the UK, and the Rassemblement National, 
formerly known as the Front National (or National Front), 
in France, to name a few. 

If this weren’t already difficult enough, the Dutch 
childcare benefits scandal caused yet another stir in the 
midst of promising coalition talks. A picture showed 
Kajsa Ollongren of D66, in charge of discovering possible 
coalitions, holding a paper with the words: “Peter Omtzigt, 
position elsewhere”. This was in reference to CDA MP Peter 
Omtzigt who was instrumental in exposing the scandal. 
Evidently, holding the government to account meant 
that he would be sidelined by Prime Minister Rutte. Rutte 
denied having ever discussed Omtzigt, but documents 
emerged contradicting him. A motion of no confidence 
was tabled but narrowly failed before a motion to censure 
Rutte passed overwhelmingly (DutchNews.nl, 2021).

Finally, on the 30th of September, the VVD, D66, CDA and 
CU, put their differences aside and began negotiations to 
see if they could renew the previous governing coalition 
– a coalition which previously held the record for longest 
cabinet formation, taking 225 days to negotiate. As was 
the case with the previous coalition, political expediency 
proved more important than any long-standing 
ideological disagreements between D66 and the CU. On 
the 15th of December, 273 days after the election, the 

four parties came to an agreement on reforming their 
previous coalition. The coalition this time around exhibits 
important structural changes, however: the progressive 
D66 make up a far larger share of the coalition than they 
did previously. This has been reflected in the agreement 
the parties have reached. D66’s progressive mandate 
has clearly been appreciated. The agreement, a stark 
departure from the previous coalition’s characteristically 
frugal policy-making, includes promises to raise the 
minimum wage by 7.5 percent, increase investment in 
education, housing and childcare, and spend an extra €35 
billion on climate change – although more traditionally 
conservative policies like an increase in defence spending 
and a tax-break for the middle class are also on the books. 
The coalition also looks to simplify the allowance system 
in response to the childcare benefits scandal. (EUobserver, 
2021) Rutte, despite his connection to the scandal, is 
still hugely popular among voters and is frequently 
praised in the media for his characteristic down-to-earth 
pragmatism, especially in regards to his handling of the 
pandemic (Darroch, 2020), and as such, if not only due to 
his continued leadership of the VVD, is on track to remain 
as Prime Minister. 

Does this prove that the childcare benefits scandal has 
largely been forgotten and that the VVD has achieved 
a successful rebranding with their management of the 
COVID-19 crisis or are the electoral success of D66, the 
hurdles in forming this new government, and the new 
promises of the new coalition agreement proof that the 
effects of the scandal will continue to reverberate?

POLITICS
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AUKUS and Why it Matters

Part One: The Stab in the Back

“Chere Scott” - commenced Emanuel Macron, pausing and 
smiling meaningfully, as he delivered a joint declaration 
with the Australian Prime Minister Scott Morrison in 
Paris, on the 15th of June 2021. Over dinner at Elysée, the 
two discussed the progress of the multi-billion contract 
between the Australian Government and the French 
shipbuilder Naval Group. In his declaration, Mr Macron 
expressed gratitude for Australia’s resilience in the face 
of the growing tensions in the Indo-Pacific and restated 
France’s commitment to their partnership. In turn, Mr 
Morrison recognised the strategic importance of having 
France’s support in the region and praised Macron’s 
leadership on this issue. Neither directly mentioned the 12 
Attack Class submarines that the French were contracted 
to design and build for the Royal Australian Navy. The 
meeting ended with both leaders satisfyingly smiling and 
bumping fists.

Come November and, on the sidelines of the G20 summit 
in Rome, President Macron publicly brands Prime Minister 
Morrison a liar - asked if he thinks Morrison lied to him 
about the USD 90 billion submarines contract, Macron 
responded: “I don’t think, I know.” (Stinellis, 2021).

The U-turn in the Franco-Australian relations is due to a 
clear motive: on the 15th of September, Australian Prime 
Minister Morrison, UK Prime Minister Johnson and US 
President Biden held a virtual conference announcing 
a new trilateral agreement named AUKUS, that would 
deliver a fleet of nuclear-powered submarines to 
the Australian Navy. As the three world leaders were 
celebrating the beginning of a new alliance in the Indo-
Pacific, the French were still coming to grips with the 

situation: their submarine programme was replaced with 
a brand new US-UK nuclear submarine one.

Later that week, a spokesperson for the French Ministry 
of Defence said that Naval Group received an official 
letter from the Australian Defence Ministry on September 
15th - the same day that the AUKUS announcement was 
made. In that letter, the French stated that the Australian 
“admiral who was overseeing the project” took a “close 
look at the state of progress in the contract (…) and was 
extremely satisfied that the performance of the French 
submarine was excellent”. In response, a spokesperson 
for the Australian Department of Defence suggested 
that the correspondence “did not refer to or authorise 
commencement of the next phase of the programme, 
which remained subject to the announcement of 
decisions by the Australian government” (Hurst, 2021). 
What seems like faulty communication between the 
two Defence Departments, enraged the French to the 
point of accusing Australia of deliberately keeping them 
in the blind regarding the negotiations of AUKUS. In an 
unprecedented move, Macron recalled the Washington 
and Canberra ambassadors to Paris, sending a signal 
about the magnitude of the crisis.

Why would negotiations over a contract cause such harsh 
consequences? What’s certain is that the two countries’ 
perspectives on the situation have always been vastly 
different (Jennings, 2021). For Australia, AUKUS represents 
first and foremost an opportunity to ditch a conventional-
powered-submarines contract with France, in return 
for a more advanced nuclear-powered submarine fleet. 
It is simply a better deal. The ease at which the UK and 
the US offered to step in, and the secretive nature of the 
talks between them and the Australian Government, 

Matei Alexandru Sava

teach France a valuable lesson: there is no sentiment in 
geostrategy (Schofield, 2021). For the French, on the other 
hand, the Attack-Class submarine program “was always 
far more than a contract” – as the French ambassador to 
Canberra Jean-Pierre Thebault argued (Funnell, 2021) – it 
represented a momentous act of friendship, a partnership 
that saw France prepared to reveal its most secret military 
technology.

Furthermore, when Canberra abandoned the deal, it 
threatened to undermine France’s presence in the Indo-
Pacific, which they had worked hard to establish. The idea 
of a strategy for the Indo-Pacific (an area that includes 
several French territories) has become a staple in President 
Macron’s geo-politics. The 2019 Mission Clemenceau – 
which saw the French Carrier Strike Group’s 3.000 sailors 
navigating the area on board of the nuclear-powered 
carrier Charles de Gaulle and several other frigates 
(Mergener, 2019) – or the Indian fighter jets deal – which 
would deliver 36 Rafale aircraft to the Indian Air Force (The 
Economic Times, 2020) – are just some examples of the 
increased French presence in the region. Undoubtedly, 
losing the lucrative submarine deal to the UK and the US 
is a blowback for France’s ambitions.
Above all, in the words of the French Foreign Affairs 
Minister Jean-Yves Le Drian, AUKUS represents a “stab in 
the back” for the trustworthy relation between Australia 
and France, that promised the advent of the French on the 
East-Asian geo-politics stage.

Part Two: The Red Giant

Deciding on the moral culpability of those involved 
– Australia’s for untruthful negotiations with its long-
standing allies and France’s for geo-strategic naivety 
– is undeniably engaging for anyone passionate about 
international politics. However, this is a distraction from 
the real issue: why does Australia need nuclear-powered 
submarines, in the first place?

To answer that question, it suffices to check out the 
immediate response of one of the fiercest critics of 
AUKUS: China. Chinese Foreign Ministry Spokesman Zhao 
Lijian characterized the pact as “extremely irresponsible” 
and “narrow-minded”, accusing the three countries of an 
“obsolete Cold War mentality”. The categoric yet restrained 
tone of these accusations was taken to the extreme 
by the Communist Party owned media publications: 
“Washington is losing its mind by trying to rally its allies 
against China” (Global Times, 2021).

China’s ambitions have grown substantially, and the 
Communist Party led by President Xi Jinping wants 
to project China as the new superpower. This type of 
Chinese hegemony – one which accentuates geopolitics 
rather than intensive production – needs a solid starting 
point: the domination of the South China Sea. With nearly 
one-third of all global maritime trade passing through 
it, and harbouring half of the world’s fishing vessels, the 
South China Sea has steadily become one of the hotspots 
of international trade. Additionally, below the surface lies 
a resource of even greater interest: 11 billion barrels of oil 

and 190 trillion cubic feet of natural gas, according to US 
estimates (Saiidi, 2018).
Basing its claims on a highly contested borderline – the 
Nine-Dash line – China seeks to incorporate most of the 
South China Sea within its Exclusive Economic Zone 
(EEZ). This is directly challenged by countries like the 
Philippines, Vietnam or Malaysia. To further advance its 
objective, Beijing has embarked on a mission of turning 
the unpopulated reefs of the Paracel or Spratly Islands 
into habitable settlements for small communities and, 
most disturbingly, militarised fortifications. In 2016, 
the Permanent Court of Arbitration in The Hague 
unanimously ruled against the Chinese claims to rights in 
the South China Sea, essentially rebuking the Nine-Dash 
demarcation line (Beech, 2016). Beijing’s reaction: ignore 
the ruling and continue with its operations.

Over the last years, a tipping point in the balance of 
military power was silently passed: China overtook the 
US as the world’s largest navy numerically. Between 2014 
and 2018 alone, China put more vessels to sea than the 
total number of ships in the German, Indian, Spanish, and 
British navies combined (Sullivan, 2020). In fact, speaking 
to the BBC, UK Defence Secretary Ben Wallace said China 
was “embarking on one of the biggest military spends in 
history” (BBC, 2021). A stronger military brings about more 
aggressive behaviour: skirmishes between the Chinese 
Coast Guard and other countries’ vessels are becoming 
more often. Needless to mention the provocative actions 
aimed at Taiwan: in the first days of October 2021, more 
than 150 Chinese aircraft were sent into Taiwan’s defence 
zone – an all-time record (BBC, 2021).

There is no question about who AUKUS is supposed 
to protect Australia from. Even though China was not 
explicitly mentioned on the 15th of September, the 
growing regional tensions have highlighted a hard truth: 
Australia’s security needs to take the rapidly expanding 
Chinese influence into account. The ever-growing military 
presence in the South China Sea and the intensified 
cyber-attacks, espionage and airspace infringements 
undertaken by the Chinese Government paint part of the 
real picture of China’s grey zone operations. In that sense, 
Australia could find the European approach to Russia’s 
info-wars a useful lesson (Townshend, 2021). All in all, 
acquiring a fleet of nuclear-powered submarines is a big 
step up, but one not nearly enough to contain the red 
giant for the future. 
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It has become increasingly apparent that generational 
differences are a widely discussed topic in the modern 
media. The debate has become particularly focused on 
millennials (born between 1980s and the mid-1990s) 
and Gen-Z (mostly born in the early 2000s), generally 
perceived as the two youngest and, simultaneously, most 
outspoken generations. One of their more noticeable traits 
is their rapidly shifting socio-economic views. Unlike their 
parents and grandparents, both Gen-Z and millennials 
are more likely to hold unfavourable views of capitalism: 
two-thirds of them would rather live under a socialist 
economic system (Jones, 2021). This revived preference 
for democratic socialism among younger generations is 
typically described as “millennial socialism”. This article 
will elaborate on how this phenomenon demonstrates 
itself in the media as well as offer possible explanations 
for these shifting tendencies.

One needn't search too long to find evidence of younger 
generations’ increasingly anti-capitalistic views - a simple 
google search will suffice. From the massive success 
of Squid Game, the record-breaking South Korean TV 
series, depicted as a (rather theatrical) allegory for the 
capitalistic system we live in, to the never-ending Twitter 
commentary on AOC’s “tax the rich” Met gala dress, the 
debate on our current economic system has become ever 
so widespread. Studies have also reflected the negative 
views on capitalism among Gen-Z and millennials. 
According to the Institute of Economic Affairs, a UK-based 
think-tank, 80% of young Britons blame capitalism for the 
housing crisis, while 75% agree that climate change is 
“specifically a capitalist problem” (Niemietz, 2021). Clearly, 
younger generations are not buying into the ideas that 
were predominantly considered the status quo by their 
predecessors. What is the main driver of this ideological 

shift and why is it happening now? Whilst right-wing 
libertarians are quick to dismiss the extent and longevity 
of the turmoil caused by millennial socialists, there are 
many valid reasons for which the debate around the 
harmful effects of the prevailing capitalistic systems is 
unlikely to die out. 

Undoubtedly, one of the strongest drivers behind the 
growing unpopularity of capitalism is the destructive 
effect it has on our environment and climate (Monbiot, 
2021). Its exploitative use of natural resources, which 
utterly disregards matters of sustainability or biodiversity 
as long as it generates profit and economic growth, 
has resulted in the emergence of a climate crisis, the 
aftermath of which could be truly disastrous. A recent 
leak of documents revealed that major economies, such 
as Japan, Australia, and Saudi Arabia, were asking the UN 
to relax the recommendation for all countries to rapidly 
cut down on their fossil fuel emissions; the main cause of 
the request being the huge profitability of the industry 
(Gerken and Rowlatt, 2021). Having grown up with greater 
exposure to the discussion surrounding climate change, 
younger generations are much more concerned about its 
negative impacts than their parents and grandparents. 
While 70% of adults aged 18-34 say they worry about 
global warming, only 56% of those aged over 55 share 
similar beliefs (Ballew et al., 2019).

Capitalism is not only destructive to our environment but 
has also caused a great deal of harm to entire communities 
- predominantly Black, Asian and minority ethnic (BAME). 
The global Black Lives Matter protests resulting from the 
brutal murder of George Floyd have rekindled the public 
debate on systematic racism and put into question the 
oppressive structures of our political economy. With the 
majority of this debate happening over social media, 
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which has progressively turned into a place for forum 
discussions, millennials and Gen-Z became aware of the 
need to educate themselves on the root causes of racism. 
Unsurprisingly, capitalism came into play yet again as the 
wealth of some of the world’s richest economies has been 
accumulated on the grounds of both colonialism and 
slavery. 

Although income inequality dates back thousands of 
years, the 21st century has made it more apparent than 
ever. We live in a world of gross disparities where, on one 
side of the globe, billionaires like Jeff Bezos and Elon Musk 
are spending millions of dollars on the so-called “space 
race”, while on the other, almost 700 million people are 
living in extreme poverty. This seems even more atrocious 
when we consider the following fact: while Bezos’s net 
worth amounts to an astonishing $200 billion, the IFPRI1  
has estimated that ending world hunger by 2030 would 
cost $11 billion annually (Gustafson, 2016). Possessing 
the power to save millions of lives and yet deciding not 
to is a phenomenon that accurately showcases just how 
disastrous capitalism can be.

Whether we consciously realize it or not, each of us is 
likely to be a victim of the profit-driven economic system 
at hand. Although university education has been around 
for centuries, the narrative surrounding higher education 
has taken on an entirely new dimension. Once perceived 
as a symbol of intellectual endeavor and status, the 
primary purpose of attending university has now become 
improving one’s career prospects (Drydakis, 2016) and, 
consequently, investing in one’s future with the hope of 
earning higher incomes after graduation. This is not to 
say that the growing inclusivity and availability of higher 
education is somehow wrong, but that the evolution of 
the concept of human capital has diminished it into mere 
means of production. As a result, younger generations are 
subject to immense societal pressure to attend university 
and improve their labour market prospects. In addition, 
the costs of higher education have been rising at a 
tremendous pace. As of November 2021, over 43 million 

students in the U.S. are in debt (averaging $39,351 each), 
with the total value of student debt amounting to $1.73 
trillion (Hanson 2021).

Given these distressing societal expectations, it is not 
surprising to observe the emergence of millennial 
workaholism, characterised by high anxiety levels, 
obsessive thinking and a toxic productivity mindset. U.S. 
Travel Association, an American non-profit organization, 
has surveyed over five thousand full-time employees from 
different age groups. The research found that more than 
four in ten Millennials can be identified as work martyrs2, 
compared to less than 30% of overall respondents (2016). 
It seems as if being a productive, profit-generating 
individual has become a badge of honor for both 
millennials and Gen-Z. Many students and young adults 
are willing to sacrifice their sleep schedule and mental 
wellbeing in order to stand a greater chance of success 
in the increasingly ruthless  labor market (Healy, 2015) 
(Shaw, 2014). Paradoxically, younger generations face 
worse economic prospects than their predecessors. It’s no 
wonder that when confronted with this fact, millennials 
and Gen-Z are realizing the pointlessness of such an 
exploitative rat race. Instead, they are turning to dreams of 
a simpler future and a life which won't be entirely focused 
around the unceasing desire to earn, have, and consume 
more (Morgan 2016). 

Whether this growing aversion to capitalism and 
reawakened favour towards democratic socialism 
amongst young people will lead to any tangible 
systematic change remains uncertain. Regardless, in light 
of all the aforementioned factors, it’s rather unlikely that 
the righteousness of capitalism will remain unquestioned 
as seen in older generations. Although the comeback of a 
social economic system seems like a far and unattainable 
future, every social revolution starts from just that - a 
single idea that holds the potential to reshape the current 
structures in place. 

1. International Food Policy Research Institute
2. A work martyr is an employee who possesses traits of a workaholic, takes pride in being the most hard-working person in the office, and who is 
unlikely to take any time off, thus lacking a work-life balance.
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As a university student, I often make not-so-comprehensive 
financial decisions; and one such decision to not spend 
£3 a month on Spotify Premium is what inspired this 
article. I was recently sitting in the library trying to sleepily 
comprehend Hobbes, when my (apparently ineffective) 
study playlist was interrupted by the Metropolitan 
Police’s new recruitment ad. The voice of a man proudly 
announcing that he was “Black, gay and a police officer” 
was followed by a woman broadcasting, “Now, more than 
ever, you can celebrate your religion, identity and culture 
while representing London”. Once the initial annoyance 
of yet-another ad interruption wore off, I was left with a 
feeling of incredulity: is the Metropolitan Police actually 
making a concerted effort to increase the diversity of its 
force?

In 1993, Stephen Lawrence, an 18-year-old black man 
was murdered in a racially motivated incident by a 
group of white youths while waiting for a bus. The initial 
investigation resulted in the accused being arrested but 
not charged with murder. Throughout the trial, the fact 
that it was a racially motivated attack raised concerns 
over whether the Met and the Prosecution’s handling 
of the case were affected by racial bias. A public inquiry 
into the Stephen Lawrence case was carried out by Sir 
William Macpherson in 1998 which delivered a scathing 
indictment of the Met’s investigation of said case as 
being “incompetent”, and the inquiry’s findings led to the 
report concluding that the Met is institutionally racist. The 
Report, published in February 1999, also made numerous 
recommendations regarding increasing confidence in 
Black and Minority Ethnic (BME) communities about 
policing, recruitment of BME officers and advancement 
of BME officers within the Force, the use of powers 

such as Stop and Search and more (Home Department, 
Macpherson W, 1999).

What has changed in 22 years?
The novel Inclusion and Diversity Strategy (2017-2021) 
(Metropolitan Police, 2017) introduced by Commissioner 
Dame Cressida Dick in 2017 aims to increase the 
representation of BAME officers in the force to 40% by 
2022, provide them with opportunities for advancement 
and also outlines increasing vigilance and sensitising 
officers and the administration of prejudices that they 
may bring when carrying out investigations and routine 
jobs (Dodd, 2020).  BAME individuals represented only 3% 
of the Met in 1999 and currently make up 15.4% of the 
Met as of 2020 (Dodd, 2019). Moreover, Commissioner 
Dick consistently emphasises that the Met’s ranks are 
the most diverse across England and Wales, with 5000 
out of the 32,600 officers being from BAME backgrounds 
(Dodd, 2020). When the figures are stated in absolute 
terms, it may seem sensible to glorify the progress the 
Met has made. However, considering that London has a 
population that is 43% BAME , and growing, in relative 
terms, the Met still has the largest racial disparity between 
the ethnicity of its officers and the communities it serves. 
As recently as March 2019, according to figures from the 
Mayor’s Office, BAME recruits made up less than one fifth 
of the recruits to the Met (Dodd, 2020). It is also interesting 
to note that this novel Strategy is not necessarily based on 
the findings of the Macpherson Report as Commissioner 
Dick has made clear that she believes that the Landmark 
Report’s finding that the Met is institutionally racist no 
longer applies (Dodd, 2019). 

The Metropolitan Police’s New 
Diversity Campaign
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Recent events, however, prove contrary to Commissioner 
Dick’s belief. According to a review published by the 
House of Commons Home Affairs Committee on the 
progress made since the Macpherson Report, as of March 
31st 2020, black individuals are over nine and a half 
times more likely to be stopped and searched than their 
white counterparts (House of Commons Home Affairs 
Committee, 2021). The review also concedes that this racial 
disparity is far wider now than it was 22 years ago when 
the Macpherson Report was published. Commissioner 
Dick has repeatedly reinforced her support of the use 
of Stop and Search as a means of effective policing 
(Townsend, 2021). Given the current administration’s lack 
of belief in the Met’s institutional racism and their affinity 
towards maintaining policing strategies such as Stop and 
Search that disproportionately affect BAME communities, 
a pertinent question arises: even if there was to be more 
diversity within the Met, would it really have an impact on 
how policing in London functions?

Progress or Performative Activism?
During the Black Lives Matter protests in the summer of 
2020, the Met received heavy criticism for its handling 
of the protests, specifically with regard to aggressive 
policing tactics that were employed and Commissioner 
Dick’s controversial stance on officers “taking the knee” 
(Dearden, 2020). Public perception statistics published 
by the Greater London Authority show a decline in the 
confidence the public have that the police “treat everyone 
fairly regardless of who they are”. In June 2017, 78% of the 
population assented to the statement above, whereas 
in June 2021, only 68% of the population assented to it. 
Similarly, when asked whether “the police can be relied 
upon when needed”, 78% of the population agreed in 
June 2017, but only 63% of the population agreed in June 
2021 (Greater London Authority, 2021). 

This alludes to an image-correction problem that could be 
plaguing the Met; by overtly and incessantly advertising 
the diversity of its Force and restating its commitment to 
augmenting the same on platforms such as Spotify, the 
Met reaches wide audiences constituting relatively young 
individuals. It is not an implausible assumption to make 
that this campaign is not necessarily aimed at making 
policing in London more representative and equitable, 
but rather a form of progressive rebranding that the 
current administration is undertaking. 

My scepticism is grounded in the precedent the Met has 
set of being an institution that hinders the progress of 
recruits from communities whose identities it now claims 
to  celebrate (UK Parliament, 2020). “All the good work 
that is being done to recruit then comes into a culture 
that is still not embracing diversity, race and difference, 
which then has people either dismissed or deciding to 
leave voluntarily, which again makes it disproportionate... 
People are being recruited but they are not staying because 
they are not being progressed.”, says Detective Sergeant 
Janet Hills (Chair, Metropolitan Black Police Association). 
According to the recent Workforce Data Report published 
by the Met for October 2021, BAME individuals constitute 
only 11.17% of Sergeants and only 9.52% of Inspectors 

(The Metropolitan Police, 2021). Additionally, above the 
rank of Police Commissioner, only 10% are from an ethnic 
minority in the Met (Dodd, 2019). There is a significant 
disparity in the retention and progression of BAME recruits 
within the Met, such that even if recruitment figures show 
an increased effort to promote diversity, there appears to 
be institutional barriers within the Met that prevent their 
advancement. This, coupled with widespread distrust 
of the Met amongst BAME communities as a result of 
disproportionate policing, could explain the gulf between 
the number of BAME and White applicants. 

Having a diverse and representative Met at all levels of 
responsibility is crucial to ensuring that the communities 
are served effectively. However, doing so while 
championing historically discriminatory policing strategies 
is counterproductive and perpetuates the very systems 
of oppression that this campaign supposedly hopes to 
overcome. The wider questions of whether any tangible 
change can be brought about within an institution that 
is inherently discriminatory remain unanswered, but as to 
whether the Met’s Inclusion and Diversity Strategy can be 
seen as progress or mere performative activism, I’ll leave 
you and your lack of Spotify Premium to decide. 
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LOOKING 
UNDER THE 

LABEL:   

Facebook’s rebranding as Meta has been making headlines 
everywhere. The company’s founder and CEO, Mark 

Zuckerberg, says this move is meant to signal their transition 
away from social media toward a more holistic approach to 
virtual environments through the Metaverse (Heath, 2021). 
Sceptics, on the other hand, see this decision as an attempt 
to steer attention away from the scandals Facebook has been 
involved in recently and build a new, cleaner image. Others 
claim that Mark Zuckerberg is simply trying to appropriate 
an emerging technology and associate his brand with it 
(Howcroft, 2021). Regardless of where the truth lies, there is 
one thing everybody agrees on: rebranding is not just a name 
change, it is a phenomenon with real consequences.

Our world has slowly grown to rely more and more on 
the notion of ‘brands’. When you apply for a job, you are 
encouraged to build your ‘personal brand’. Some people are 
willing to pay five times the price of a regular clothing item 
just for that designer logo. Even when you do your groceries, 
you might be heavily influenced by the products that have 
recognizable brands, although they are the same as all the 
others. So, it is no wonder that our politics too has largely 
become a branding contest. This is dangerous. The danger is 
letting the Mark Zuckerbergs of politics erase their slip-ups 
from collective memory with a fancy new brand that hides 
the same problems.

Political  advertising and campaign management have  
changed a lot over the last few decades. In the 1980s, President 
Carter’s pollster, Pat Caddell coined the term ‘permanent 
campaign’ (Blumenthal, 1982). The term highlights the 
tendency at the time among high profile politicians to 
essentially never stop campaigning, even while in office. 
This sounds familiar. Politicians seem to always have the 
next election cycle in mind. There is one flaw in this model, 
however, and that is the assumption that politicians essentially 
behave the same way whether they are campaigning or 
in office (Needham, 2005). This is not true. Or not anymore. 
Politicians still aim to remain in constant connection with the 
electorate, but this is no longer done primarily through news 

Sebastian Boerescu

management and excessive polling (Gould, 2002). This 
is now done through branding.

In essence, what brands do is influence consumer 
behaviour by linking the product or service offered 
with a clear image, core values and reputation (Finkle, 
2019). Brands also win you over by appealing to your 
perceived identity (Elliott and Wattanasuwan, 2015). 
You might buy a product because it signals your wealth 
and social status or because you agree with what the 
company posts on Twitter and you want to associate 
yourself with their values or support them. A great 
example of the power of brands is the fact that blind 
tasters consistently prefer Pepsi over Coca-Cola, despite 
Coca-Cola consistently outselling Pepsi (Burkitt, 2002). 
Whether you fall for the Coca-Cola branding tactic has 
little influence over the world, at most you will enjoy 

THE MISLEADING 
NATURE OF 
POLITICAL 
REBRANDING

a slightly less tasty drink. But politicians don’t sell soda. 
They sell policy.

The rise and fall of President Donald Trump serve as an 
excellent example of the power of political brands. In 
2016, Trump has taken over the American political stage 
by being the underdog outsider candidate who promised 
the dismantling of the corrupt political system and the 
championing of American values, the businessman with 
an already established brand, a true representative of 
the people, unlike career politicians. No one gave him a 
chance and now, after five years, some political analysts 
and journalists are still wondering how Donald Trump 
managed to briefly establish himself as the leader of 
the free world. Obviously, there is no clear answer. 
Some speculate that his image was one of acceptance 
and moral safety: a man that did not pretend to wield 

the ethical stick, unlike how some politicians on the left 
are seen by the public (Maley, 2020). Others argue that 
Trump’s success relies largely on his strong opposition to 
traditional politics and his rejection of the mainstream 
(Enders and Uscinski, 2021). Maybe he was a combination 
of all that. Nevertheless, he was more than a policy seller 
for his voters, he was a symbol. Even after what many 
consider to be a gross mishandling of the pandemic, he 
managed to put up a strong fight in the 2020 election. 
A fight so strong that it ended in the insurrection of the 
Capitol. But the Trump brand is not doing so good right 
now. He has been banned from social media, betrayed by 
his colleagues, and the most vivid memory people have of 
him is January 6. So, just like Facebook, Trump is looking 
to rebrand (Lipton et al., 2021).

Rebranding too is something we see in politics a lot. 
One of the pioneers of political brands and a rebranding 
phenomenon is Tony Blair. Prior to the 2005 UK general 
election, the Labour party collaborated with a commercial 
consultancy company specializing in brand building. Their 
research unveiled two key findings: that the initial image 
of the young and hopeful Tony Blair has been heavily 
damaged by the Iraq war and that the electorate perceived 
him as self-important and disconnected from the voters 
(Scammell, 2007). After careful analysis, Tony Blair set 
out on what became known as the ‘Masochism Election 
Strategy’. His task was to reassure his voter base that he 
has not abandoned them and to regain his humility in the 
eyes of the public by quitting his “I know best” rhetoric 
(Scammell, 2007, p. 185). Contrary to the traditional rules 
of campaigning, Tony Blair specifically searched for tough 
audiences that would put him in difficult positions, even if 
that sometimes turned out embarrassing for him. In a way, 
that is exactly what he needed: an image of accountability 
and willingness to listen even to the harshest critiques. It 
was wildly successful.

Another rebranding effort that has become noticeable 
in recent years is the new face of the European far-right. 
Their main strategy appears to be stealing ideals and 
talking points traditionally considered leftist (Polakow-
Suransky). Strangely enough, their brand is now 
attempting to appropriate the welfare state and social 
benefits, as well as progressive causes such as the fight for 
the LGBT community and women’s rights. All under the 
umbrella of islamophobia and anti-immigration. Notably, 
they are doing this while simultaneously distancing 
themselves from the symbols of the old right. If you take 
these complex rebranding mechanisms away, their main 
policy proposals are essentially the same, but it definitely 
does not feel the same to voters.

This is the bottom line. Tony Blair did not come up with 
a brand-new agenda and Marine Le Pen is not really in 
ideological opposition to her father, a symbol of the 
old French right. They are the same old product on the 
supermarket shelf of policy proposals, but just under a 
new shiny label. Our responsibility as voters is to simply 
look under that label before we choose who to put our 
faith in.
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Amongst the flurry of diagrams, equations, and 
spreadsheets, an undergraduate economist, if they are 
lucky, may come across an image like this one. Shot by 
photographer Johnny Miller, it captures an uncomfortable 
reality. No laws of nature were complicit in constructing 
our cities, rather, cities are mankind’s most formidable 
invention: overtly unifying, and yet covertly divisive. 

Segregation, specifically income-based residential 
segregation, is a function of the interconnected networks 
that make up the city. The actions of the urban household 
are inextricably dependent on their endowments, 
neighbours, jobs, the housing market, local amenities, and 
their preferences – i.e. their place within the wider network 
of households. Failure to understand such intricate 
interdependencies has consequences not just apparent 
in images of stark inequality, but also in media, discourse, 
and political outcomes. Polarisation of behaviours follows 
from segregation in social spaces (Morales, et al., 2019).

Analytical models of income-based segregation

Extensive analytical and empirical work displays positive 
correlation between income inequality and income-
based segregation (Mayer, 2001), the latter defined as the 
grouping of households with similar income levels into 
the same geographical or social space (Reardon, 2011). 
Examples of analytical models of segregation are found in 
(Tiebout, 1956). Combined with later research (Watson, et 
al., 2006) on public good amenities, they find that income 
inequality induces market pressure toward segregation. 
Intuitively, rich neighbourhoods attract rich people.

The issue with these models is that the analysis stops 
one step short. Segregation is an outcome which 
perpetuates its own cause: segregation can lead to the 
isolation of networks and increased inequality, leading to 
positive feedback loops (Spaiser, et al., 2018) that cause 
more segregation. Incentives to change behaviour are 
introduced since the economic rents themselves shift 
with the actions of individuals.  

Clearly, a deeper approach is required.

General complex-systems modelling

To visualise the existence of such feedback loops, the idea 
of equilibrium analysis and homogeneous behaviour must 
be considered as special cases of a more general system 
allowing for non-equilibrium states and heterogeneity 
(Arthur, 2013). 

This is the approach of a complex-systems agent-based 
model (ABM). An entire city can be simulated using the 
household as a base unit - the agents in the model. Their 
actions are programmed to be idiosyncratic - conditional 
upon each agent's unique strategies and circumstances. 
Segregation in this sense can be expected to emerge from 
the collective effects of myriad individual actions, so the 
model demonstrates heterogeneity.

Critically, modelling must be evolutionary, implying 
that agents’ strategies adapt to their circumstances. 
Some notion of “artificial learning” takes place over time 
by testing the strategies in the environment and only 
sustaining the “fittest” strategies that maximise a desirable 

Income-based segregation in urban areas:
A complex-systems perspective

Suraj Sridhar
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function (Axelrod, 1997). The model is hence subject to 
non-equilibrium states.

Agent-based models of general segregation

ABM approaches have been applied extensively to 
segregation, most notably in the work of Thomas Schelling 
(Schelling, 1971) in studying segregation between black 
and white neighbourhoods. By applying simple criteria 
for the decisions of agents given the demographics of 
their neighbourhood, Schelling demonstrates that even 
mild preference for like neighbours can lead to total 
segregation in the population.

(Bonakdar, 2019) adds constraint to the model through 
housing, labour, and credit market considerations, but 
remains in the context of racial segregation, finding that 
lock-in effects play a part in segregation. Households 
stuck with negative equity are unable to raise the funds to 
move, forming feedback loops that appear as equilibria.

Gaps in existing literature

i.) Application

Few papers have used Schelling’s insights in the context 
of income-based segregation. Pangallo, et al. (2019) 
create a behavioural model of the housing market, 
demonstrating qualitative links to known phenomena 
such as the causal link between income inequality 

and income-based segregation. However, economic 
models are only as useful as they are applicable. To be 
taken seriously, any ABM approach must demonstrate 
consistency with existing data from segregation indices. 
Gauvin, et al. (2013) compare data from a similar model 
to the 1994 Paris housing market, concluding that while it 
forms a good first-order approximation, further research 
must include application to multiple cities analysed over 
a greater time period.

ii.) Constraint

While a number of papers impose constraints on ABMs, 
no single paper studies the following constraints on ABMs 
of income-based segregation:
1. Housing, labour, and credit market effects
2. Impacts of commercial zones
3. Renting versus buying property

Cities form a focal point for civilisation. They bring together 
hundreds of cultures, thousands of firms, and millions of 
strangers. These characteristics alone cannot describe 
Miller’s striking images but observing the networks they 
form can give valuable insights into why our cities look the 
way they do. With that aim, I plan to construct an ABM of 
the housing market that simulates, through constrained 
choices made by agents, the quantitative pattern of 
income-based segregation observed in cities today.

By August 2020 - roughly two months before the Pfizer-
BioNTech COVID-19 vaccine received approval for rollout 
- the UK had already pre-ordered enough vaccines to 
provide five doses per person (Airfinity). In contrast, 
92 low and middle income countries under the COVAX 
initiative, comprising half of the world’s population, 
had only secured about one dose for every ten people. 
Countries pushing to get first access to vaccines - and 
even hoard additional doses to mitigate any form of risks 
- is the newest form of nationalism, highlighting the link 
between economic inequality between countries and 
political bargaining power. Agents attempting to optimise 

their interests at the expense of the social optimum, have 
continued to challenge pandemic mitigation strategies 
in different forms. At the individual level, these include 
not using face covers or vaccinating oneself for reasons 
ranging from personal comfort and choice to simple 
cases of free-riding, while on the international level, they 
have translated into a problem of inequitable vaccine 
distribution. A direct translation of this is the discrepancy 
between the vaccination rates of richer and poorer 
nations1.

Higher vaccination rates can result in lower infection 

Inequitable Vaccine Distribution: Do Advanced 
Economies Benefit from Stockpiling Vaccines?

Ansh Raj

1. We may have to control for healthcare infrastructure while establishing a relationship between vaccines supplied to a country and the vaccination 
rate in that country. Intuitively, high income countries will have better resources to vaccinate the public once they have the doses available; a weak 
infrastructure may prevent lower income countries from vaccinating the public at the same rate.
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and mortality rates, eventually providing opportunities 
for governments to lift lockdowns and restart economic 
activities. There exists no strict rule or pattern in this 
relationship: Denmark reopened the economy on reaching 
an 80% vaccination rate among its adult population, and 
the UK had inoculated all the eligible residents at least 
once by “Freedom Day”2. Vaccination rates have a strong 
relationship with economic recovery, and vaccine access 
is a primary driver of unequal recovery among economies 
(IMF). Large stocks of vaccines were also pre-ordered 
to hedge against the possibility of some drugs failing 
to meet standards (in August 2020, for instance, many 
vaccines had not cleared trial stages).

The COVAX movement aimed to combat the inequitable 
distribution by attempting to collectively bargain and fill 
the supply gaps for low and middle income countries. 
Unfortunately, COVAX has fallen short of acquiring 
an optimum number of doses, and has cited vaccine 
donations from the stockpiles of wealthy nations as 
an important part of the solution (Barroso, 2021). This 
hoarding is largely driven by strong public and political 
pressures and fear of waning immunity (Fidler, 2020). This 
comes with a global cost; the World Health Organisation 
has held delayed access to vaccines responsible for rise 
in “variants” resistant to natural or vaccinal immune 
responses and undermining containment efforts (Eaton, 
2021).

The argument for an equitable vaccine distribution is 
economically sound — from a global perspective. It 
nudges us to inspect whether advanced economies 
have failed to consider the long-term impacts of their 
stockpiling, or whether hoarding behaviour genuinely 
provides higher long run utility than participating in 
achieving the global optimum. This research aims to 
answer just that.

Literature Review

Wagner et al (2021) have described vaccine distribution 
as a public goods problem. They use two countries – one 
with high access to vaccines and the other with low – and 
apply a simple vaccination model, adapting differential 
equations from a Susceptible, Infectious and/or Recovered 
(SIR) model. An emphasis is laid on the interaction of 

the variables of vaccine sharing, immunity, coupling 
and evolution. Hogan et al (2021) have developed 
a Susceptible-Exposed-Infectious-Recovered (SEIR) 
model and parameterised it with real-data on income 
categorisation of countries and age of the population. 
Their paper draws important conclusions: an equitable 
vaccine allocation strategy involves all countries receiving 
doses in proportion to their population size and epidemic 
status, and for this to happen, doses should be distributed 
on an age priority (ensuring mortality is reduced for a 
limited stock of vaccine at a given time).

Their results will serve as important bases for our own 
model, particularly in clarifying transmission and optimal 
vaccination rates and how they can be modelled to show 
discrepancies between countries with two different 
vaccine access. We will not attempt to solve ordinary 
differential equations, however, so much as model the 
advanced economy/higher-vaccine-access-country agent 
attempts to optimise its outcome, with the choice-state 
variable of vaccine purchase. Our objective function is the 
country's economic payoff, the choice being motivated by 
the form of our constraint – which is the economic cost 
our agent country will bear for stockpiling vaccines and 
depriving poorer nations from timely vaccine access.

Using economic cost as the constraint is inspired by the 
Hafner et al (2020) and Çakmaklı et al (2021); the latter, 
among other things, highlights a very significant finding: 
advanced economies, who in general have mostly 
hoarded vaccine doses, may bear up to 50% of the total 
global costs caused by their own actions. Their arguments 
rest on the premise that advanced economies will be 
unable to trade with the partly-vaccinated emerging 
markets and developing economies, and will incur heavy 
economic costs as a result. 

If such heavy costs are associated with unequal global 
vaccination, why would any rational country participate in 
stockpiling? It is morally amiss to think of mortality rates 
in terms of economic losses to a country; every state has 
a moral and political obligation to control the pandemic 
with minimum associated loss of welfare for its citizenry. 
For these reasons, countries are likely to discount their 
future losses from international trade and migration. This 
suggests a possibility to simulate for “optimal vaccine 
purchases” with a representative agent “Advanced 
Economy” trying to minimise its losses between the two 
trade-offs: economic costs of fall in international trade, and 
economic costs associated with lockdown and continued 
spread of COVID-19. The former can be adapted to create 
our Lagrangian constraint, while the former will be the 
function we wish to optimise. We will use the Wolfram 
Mathematica software system to solve our resulting Euler-
Lagrange equations, as well as plotting the state variables 
with different parameters (mathematical verbiage for 
saying “under different scenarios”).

2. Many variables complicate this relationship. Most countries lifted restrictions in gradual stages, and some even had to reinstate some restrictions 
on account of cases surging in the backdrop of the Delta variant (Lane, 2021). 

Global Warming, Global Inequality

Inequality between countries is falling, but global 
warming threatens to reverse this trend 

A recent study by Diffenbaugh & Burke (2019) found that 
global warming accounts for a quarter of the inequality 
between countries. With global temperatures on the rise 
and nations failing to coordinate policy responses, this 
figure is likely to increase in years to come.

Measuring inequality

Measuring inequality is a complex task for economists. 
Inequality of what? Between who? One could, for instance, 
measure inequality in education (Checchi, 2001), but for 
convenience, economists usually refer to inequality of 
incomes, though viewing it strictly through economic 
lenses has its limits (Atkinson, 1970). Moreover, income 
inequality can be measured in various ways. Serbian-
American economist Branko Milanović (2007) defines 3 
inequality concepts. 

The first, unweighted international inequality, measures 
inequality between the average incomes of all countries, 
regardless of their size. The second, population-weighted 
international inequality, is similar but takes into account 
differences in country populations. Under this definition, 
world inequality is highly influenced by the average 
incomes of the most populous countries (e.g., China 
and India). The third and final concept, world income 
inequality, takes into account inequality both between 
and within countries. It is a measure of inequality between 
every individual regardless of their nationality. 

All three measures of inequality say something about 
the world, but for the purposes of estimating the 
impact of global warming on inequality, we shall focus 

John Korngold

on population-weighted between-country inequality 
(i.e., Concept 2). In fact, global warming can only be 
understood at the global level. Certain countries have 
disproportionately benefited from the causes of climate 
change (e.g., use of non-renewable energies), while others 
are disproportionately vulnerable to its consequences. 
Why is this so? 

Moderate temperatures are ideal for economic 
growth

Burke, Hsiang & Miguel (2015) analyze 50 years of 
temperature fluctuations across 165 countries and find 
the relationship between temperature and growth to be 
nonlinear: economic production peaks at around 13°C 
and drastically falls as temperatures rise above that level. 
Other studies have identified possible explanatory factors 
behind this relationship, including:
• Workers, for whom productivity is non-responsive 

to temperature increases at the lower end of the 
distribution, but very sensitive to increases at the 
higher end of the distribution, due to discomfort, 
fatigue and cognitive impairment (Graff Zivin and 
Neidell, 2014).

• Crops, which are severely affected by high 
temperatures. Schlenker & Roberts (2009) estimate 
average corn and soybeans yields in the US to 
decrease by 30-46% to 63-82%  by the end of the 
century, under the slowest and fastest warming 
scenarios respectively. 

Global warming brings poor nations away from, and 
rich nations closer to, ideal temperatures

Global warming increases average temperatures across 
all countries. For cold countries, this means getting closer 
to ideal, moderate temperatures, but for warm countries, 
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this means getting away from them. Combined with the 
fact that warm countries tend to be less developed than 
cooler ones (Gallup, Sachs and Mellinger, 1999), global 
warming thus widens the gap between the poorest and 
richest nations. 

Figure 1 illustrates the impact of global warming on 
growth in several countries. The grey and black vertical 
lines correspond to natural temperatures (i.e., in the 
absence of global warming) and observed temperatures 
respectively. The reverse-U shaped curves represent 
different estimates of the relationship between 
temperature and change in GDP per capita. In the model, 
an increase in temperatures is associated with an increase 
in GDP per capita for countries that are below ideal 
temperatures, such as Norway (NOR), and a decrease for 
those above ideal temperatures, such as India (IND).

In the absence of global warming, between-country 
inequality could be 25% lower 

To which extent have these conflicting effects impacted 
inequality? Using estimates of counterfactual temperature 
trajectories, Diffenbaugh & Burke (2019) evaluate how 
much each country’s GDP has been altered as a result of 
global warming. While Sudan’s GDP is 36% lower than its 
“absence of global warming” counterfactual, Norway’s is 
34% higher. Overall, global warming accounts for a 25%  
increase in the ratio of average incomes in the top and 
bottom deciles of countries, weighted by their population 
(i.e. Concept 2 inequality). Global inequality has been 
falling since 1990, though mainly driven by the rise of 

Figure 1: Effect of global warming on GDP and mean 
temperature for different countries 

China and India, but these results suggest convergence 
between countries could have been significantly more 
pronounced in the absence of global warming (Milanovic, 
2016). 

What’s next?

Experts agree global warming should be limited to 1.5°C 
relative to pre-industrial levels to avoid a point of no 
return, yet achieving this goal requires “rapid and far-
reaching” action and coordinated international responses 
(Masson-Delmotte et al., 2018). As temperatures continue 
to increase, wealthy nations are advantaged and poor 
nations disadvantaged. In turn, global warming might 
reverse the trend of convergence between countries of 
the last three decades, a trend that is already slowing 
down as China catches up with the developed world 
(Milanovic, 2021). There is a silver lining however: given 
the positive relationship between global warming and 
inequality, abatement policies (e.g., transition to low-
emission energy sources) have the dual effect of slowing 
down climate change while reducing the gap between 
countries. 

Global warming is part of a larger phenomenon, climate 
change, and the research considered here illustrates the 
extent to which it is an inherently economic phenomenon. 
Throughout the year, I will be exploring the many and 
diverse areas where climate change and economic 
development intersect. 
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Blame the Players, Not the Game
Is free-riding to blame for insufficient climate action?

Rasmus Duret

The 13th of November 2021, Glasgow closed its doors to 
the 26th Conference of the Parties, and to another round 
of international negotiations on climate action. For many, 
it was another round of disappointments. Current pledges 
would limit global warming to roughly 2.5°C above pre-
industrial level, way short of the 1.5°C target needed to 
avoid a climate catastrophe affecting humanity as a whole 
in the near future. Why do international agreements and 
protocols consistently fail to provide sufficient action on 
an issue for which scientists agree? 

Figure 1: Temperature targets and current pledges’ results

In this article I will first explore the popular analysis of 
climate mitigation as a public goods problem suffering 
from free-riding,  concluding that this theory fails to 
exhaustively explain patterns of unilateral climate action 
across the world. I instead assert that the root cause of 
insufficient mitigation is not to be found in the interactions 
of national governments, but in the determination of 
their public policies at the domestic level. I finally outline 
a rough framework intended to model the dynamics of 
public opinion, and how this translates into public policy.

A free-riding problem?

Why do we see insufficient climate action despite the 
imminent catastrophic consequences of not providing 
it? Collective Action Theory's (CAT) explanation, notably 
put forward by Nobel laureate William Nordhaus, is 
that the environment is a public good, whose lack of 
protection stems from free-riding (Nordhaus, 2017). No 
single country (player) can hope to alone safeguard it 
by reducing emissions (China, the biggest emitter, is 
"only" responsible for about 34% (OWID, 2020)); costs 
are short-term, and benefits are long-term. This creates a 
classic public goods problem: No single player is willing 
to embrace the costs, knowing this to be pointless 
unless other countries, especially those pivotal players 
responsible for a large share of emissions, also cooperate. 
The outcome is a Prisoners' dilemma, where no climate 
action is achieved. 

Climate change has been on the international agenda 
since the 1992 Earth Summit, but empirical evidence from 
the past 3 decades fails to confirm CAT's predictions.
1. The EU has seen steadily falling emissions in share 

and in total since the early 2000s to roughly 20% 
(OWID, 2020), and has championed climate action 
with policies such as its Emissions Trading System 
despite little public support from the US and China, 
the next two biggest polluters (16% and 34% of 
emissions (OWID, 2020)). Other individual countries 
have also instituted carbon taxes, sustainable energy 
subsidies, and other climate-friendly policies since 
before the Kyoto Protocol.

2. CAT predicts that if a pivotal actor publicly proclaimed 
no intentions of acting on climate, or if global 
negotiations on the issue failed to come to binding 
agreements, others would defect. Consider some 
important defections and failures over this period: 
The US exited the Kyoto Protocol in 2001, and the 
Paris Agreement in 2017. The 2009 Copenhagen COP 
failed to produce any formal national targets and only 
vague international climate aims, and the 2015 Paris 
Agreement's Nationally Determined Contributions 
were clearly insufficient at the aggregate level. 
However, none of these events caused mass 
defections as we would have expected, and climate 
pledges did not suffer from these failures (Aklin and 
Mildenberger, 2020).

3. Survey data from the US, EU, China, and various 
developing countries including Brazil, Russia, or India, 
suggests that domestic electorates and citizens' 
support for climate action is independent of the 
actions of other countries, with a large part of survey 
respondents in favour of unilateral climate action 
(Beiser-McGrath and Bernauer, 2019; Tingley and 
Tomz, 2014). 

4. The last-mentioned argument seems to extend to 
policymakers. Party affiliations, political platforms 
and domestic rifts across the spectrum influence 
climate policy more than foreign countries’ policies, 

Figure 2: Population, emissions, and GDP for democracies 
and non-democracies

which indeed seem to have little influence (Aklin and 
Mildenberger, 2020). These last two facts in particular 
stand out against the assumptions of CAT. We would 
expect rational players to only act if they know 
the sum of all contributions is sufficient to "solve" 
climate change. However, real-world data suggests 
unilateral action is intrinsically wanted (or unwanted) 
by players, who to a large extent do not care about 
action support at large, nor about the expected 
chance of success given their current preference.

Attention is often focused on the failure of international 
agreements and the lack of global reciprocal action. 
However, empirical evidence shows these patterns of 
unilateral action cannot solely be attributed to free-
riding, and that lack of climate action can be “explained 
without the need to invoke free-riding” at all (Aklin and 
Mildenberger, 2020). To understand the driving forces 
behind the issue, there is a clear need for a bottoms-up, 
micro approach to the issue. Why do we observe global 
actors willing to act, such as the EU, and others unwilling, 
such as the US? What drives these diverging policies and 
objectives?

Democracy: The case for a grounds-up approach

Today, democratic countries make up over half the 
world’s population (OWID, 2015), just under half of world 
emissions, and nearly two thirds of world GDP. This 
serves to justify an initial examination focusing on the 
mechanisms underlying public policy in a democratic 
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setting, and how this can lead to diverging public policies. 
We make three core assumptions for these concerned 
democratic countries: 

1. Citizens continuously form opinions on issues such 
as climate change shaped by their environment, their 
own intrinsic values, and their preferences.

2. Citizens elect officials to carry out a policy close to 
their preferences.

3. Elected governments enact public policy according to 
their electorate, their own intrinsic values, objectives, 
and preferences.

Note that these assumptions are not entirely invalid 
for non-democratic countries, but we for the moment 
restrict our analysis to this setting as a simplification, and 
to model the entire process. The literature reviewed for 
this article generally examines these different parts of 
the democratic process separately, and I have found no 
attempts at creating a unified framework. 

Public opinion formation and dynamics have been 
successfully modelled using models based on rational 
agents (Fatas-Villafranca, Saura and Vázquez, 2011), and, 
following the rise of social media, using mathematical 
networks to capture opinion dynamics as a process 
spreading through a community of agents (Perra and 
Rocha, 2019). Voting theory has been studied by political 
and social scientists for decades, with models trying to 
capture rational agents’ voting choices according to their 
own beliefs, and with it election outcomes. Likewise, some 
have attempted to model the behaviour of policymakers 
and governments constrained as rational agents. There is 
a need for a unified framework if we are to understand the 

full mechanism, and attempt to identify the weak link. In 
the process outlined above, lack of climate change could 
be caused by several factors: Citizens not caring enough 
about unilateral climate action, their preferences not 
being represented in the election process, policymakers 
being insulated from accountability, or even citizens not 
having enough information to make a public choice.

One important point is that such an approach also takes 
as a foundation human behaviour and agency: Citizens, 
voters, and elected officials are all humans with objectives, 
preferences, biases, and many other unique factors. 
Taking an agent-based approach allows us to incorporate 
this, and study the complex patterns emerging directly 
from simple behavioural rules. The development of such 
a model will be the aim of the next part of this series of 
articles.

Conclusions and aims

In this article I have presented a case for a shift away 
from the CAT paradigm and its focus on the failures of 
international agreements, based on empirical evidence 
highlighting the greater importance of domestic political 
agendas’ determination independent of international 
action. Instead, I argue that there is a need to model the 
underlying causes of the unequal distribution of resources 
and wills to act in today’s world, in order to understand 
how and why political agendas diverge from socially 
optimal paths. While I for the course of these articles limit 
myself to the issue of climate mitigation, this approach 
has enormous relevance for a range of other areas where 
policy decisions consistently appear socially suboptimal 
and inconsistent with expert recommendations.

There is little doubt that education is an essential objective 
of economic development. Successful education systems 
not only build capacities for individuals receiving it, but 
also foster economic and productivity growth through 
its huge spillover effects. Improving education, however, 
can be very costly for developing economies, especially 
considering its high opportunity cost when there are 
other areas, such as healthcare and physical capital,  that 
desperately need investments. Therefore, a possible 
solution would be to improve education using external 
assistance, that is, foreign aid. The objective of this article 
is twofold. First,  I will demonstrate that foreign aid can 
effectively address some, but not all, building blocks 
of education by reviewing existing evidence on this 
topic. Secondly, I will discuss that replicating successful, 
individual projects may not work in bringing sustainable 
education outcomes.

A glance at the data: aid for different educational 

purposes

Figure 1 shows the amount of education disbursements 
in absolute terms and how its allocations changed 
between 1995 to 2010 for different purposes. The total 
aid to education increased from 2.9 billion to 13.3 billion 
US dollars between this period globally. This 360% 
increase of total aid in real terms, however, was not 
spent uniformly across different stages of education. 
Instead, it was divided into a 630%, 290% and 244,268% 
increase in aid on basic, secondary and post-secondary 
education, respectively (OECD, 2021). The emergence 
of this trend can be attributed to the fact that only less 
than 1% of aid was targeting post-secondary education in 

1995 (Riddell and  Zarazua, 2015). Also, as investments in 
higher education allow donors to create ties with future 
leaders of the recipient country (Birchler and Michaelowa, 
2015), and achieving universal primary education is one 
of the Millennium Development Goals, relatively less 
attention was paid to secondary education. Foreign aid 
on education were implemented in recipient countries 
through a wide variety of channels, such as “school feeding 
programmes, classroom construction, teacher education, 
girls’ scholarships, programmes to reduce student drop-
out, curriculum development, [etc.]” (Riddell and Zarazua, 
2015). This reveals some lessons on the effects of foreign 
aid on education, and the next section attempts to 
summarise some of them.

What works and does not work for 
foreign aid on education

Kaicheng Lu

Figure 1: Aid for education by sub-sectorial purpose
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Lessons from previous attempts to inject resources 

to education

Insights can be gained from programmes of similar 
nature to aid. For instance, Ferreia et al. (2009) found 
that Conditional Cash Transfers (CCTs) to rural female 
Cambodian students increased their attendance rather 
than their learning outcomes measured by participants’ 
maths and vocabulary test scores. Kremer and Miguel 
(2004) researched the impact of deworming drug 
provision to schools. They have found similar results that 
although this treatment reduced school absenteeism, 
there was no evidence that it improved academic test 
scores. It is worth mentioning that these two studies are 
based on randomised controlled trials, the “gold standard” 
for establishing causal relationships. Indeed, there is no 
reason to expect an improvement in education quality 
following these interventions, as it is the strength of the 
whole education system that determines quality, rather 
than attendance. Glewwe and Kremer (2015) confirmed 
these findings by arguing that “providing additional 
resources may have little impact on learning”, and that 
education systems are weak in developing countries 
in terms of education finance systems, incentives for 
teachers and curriculums.

Failure of project-based aid

Among various types of aid, project-based ones were 
very frequently adopted by donors, with about half of the 
total aid to education being committed this way (OECD, 
2021). This form of aid, however, tends to “create islands of 
excellence amidst seas of disadvantage”, and suffers from 
a lack of sustainability due to the lack of a more systematic 
approach (Riddell and Zarazua, 2015). In other words, 
improvements in education systems require the efforts 
of stakeholders at different levels, while these projects 
may fail in integrating interventions with the long-term 
goals for the education system. Thus, even successful 
individual project aid can at best deliver partial and 
limited improvements to recipient countries’ educational 
progress (Riddell and Zarazua, 2015). The abrupt injections 
to developing countries’ education systems through these 
projects may even adversely affect education quality and 
growth. For instance, in 1994, the increase in enrolment 
rates following an introduction of free primary education 
in Malawi led to the unpreparedness of the country’s 
education system against this rush of new students 
(Birchler and Michaelowa, 2016), resulting in a significant 
reduction in education quality. In addition, Mavrotas 
(2005) found that project aid could crowd out public 
investments and government consumption, potentially 
reducing the effectiveness of donor countries’ fiscal 
policies. 

Consequences of aid volatility

Aid volatility brought by donors can also hinder aid 
effectiveness, especially for project aid designed to 
promote investments in physical and human capital 
(Agenor and Aizenman, 2010). This indeed happened to 
low-income recipients between 1973-2002 (Fielding and 

Mavrotas, 2005). Also, aid flows can be overwhelmingly 
pro-cyclical (Pallage and Robe, 2001), leading to the 
exaggeration of adverse economic shocks. Two important 
consequences of aid volatility can therefore be drawn 
from these observations:

1. The difficulty in forming medium-term spending plans 
for recipient governments can result in halted investments 
in education if aid contributes significantly to its funding, 
and no alternative sources of financing are available 
(Agenor and Bayraktar, 2020).

2. The donor countries may consider this reduction in 
human capital investment in recipient countries as a sign 
of misuse of aid or absorption problems, thereby reducing 
their aid commitments.

Conclusion

In conclusion, previous evidence showed that foreign 
aid programmes injecting funds and resources into 
recipient countries’ education sectors may increase school 
participation, but may be unrelated or even have adverse 
effects on education quality and attainment. This finding 
is particularly important during the age of a “learning 
crisis”- many children attend schools, while a large 
proportion of them are not learning (World Bank, 2018). 
In addition, project aid that was widely used in the past 
few decades is subject to problems of being unable to 
deliver sustainable outcomes and having large volatility, 
suggesting that it is necessary to find alternative means of 
international assistance to tackle these issues.

Why Economists Should Play with Lego 
Creating an Agent Based Model of the WS/PS Model

Ananya Ashta

Agent Based Models (ABMs) are computational models 
wherein the actions and interactions of “agents” are 
simulated in order to understand the behaviour of a 
system. Essentially, they are an attempt at replicating 
reality within the constraints of a computer. In previous 
articles1 I advocated for a shift of macroeconomic 
modelling from classical forms – more specifically Dynamic 
Stochastic General Equilibrium (DSGE) models – to  ABMs 
due to their adaptability, versatility and comparative 
ease of understanding. In this article, I explore a different 
kind of shift – directly transferring classical models of 
Macroeconomics into ABMs and what the methodology 
behind the same is. I refer to a classical model as one which 

What you see up here could be an Agent Based Model, a space where different entities interact and learn from each 
other as well as from their environment.

is widely agreed upon and utilized by the mainstream to 
analyse macroeconomic policy.

Approaches and Standardisation

It should be noted that the term “Agent Based Modelling” 
is a very broad term in and of itself. Schinckus (2019), 
explores the 4 approaches to ABMs that have been utilized 
across disciplines so far. These are as follows:

The last two have been explored in a very cursory way 
and so will be ignored for the purpose of this article. The 
second is of interest here, because it plays to the strength 
of both classical and Agent Based Models. The classical 

1. See Economic Tribune #22 (Pg 61-63 ), #23 (Pg 73-77), #24 (Pg 40-42) 
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-        Trade unions decide to be exclusive or inclusive, or 
are absent
-   Government decides duration and amount of 
unemployment benefit
-        How agents alter external and internal parameters 
to increase their utility by reacting to each other and the 
environment. These changes are repeated and successive 
rounds occur until equilibrium is reached. 

Step 2: Initialisation

Step 3: Initial Output
Run the above model for say “n” periods until the 
model reaches equilibrium (a situation where values 
stop changing for at least 2 periods) to arrive at a set of 
graphics and values after the initialization to arrive at:
-        Real Wage Level
-        Employment Level (number of agents active for that 
level of real wage)
After this, values can be changed to model different 
scenarios.

Extensions

Following the framework in Hamill and Gilbert (2016), 
this model is theoretical (based on an accepted economic 
theory), has both macro and micro components and 
has an element of macroeconomic policy involved 
(unemployment benefits). As mentioned before, the WS/
PS model can also be a “module” and stitched up with 
the IS curve and PC/MR model to arrive at the 3-equation 
model.3 In this article, we have relaxed assumptions of 
constant labour productivity and markup, thus setting up 
an abductive Agent Based Model.

I have also expressed the workers’ level of employment 
as the number of agents “active” for the given real wage 
level, however there can be many different ways of 
doing it. It is pragmatic to add a note of caution here: 
Just because the model might fit the data, it does not 
mean that those processes are how it works in real life. 
A possible way of standardizing this is to invert the 
processes, allowing them to produce data and compare 
them with the observed data.

models provide the basic theory and the adaptive ABMs 
bring it closer to comparatively more realistic conditions. 
One of the main advantages of ABMs might also be a 
disadvantage, at least when it comes to modelling them. 
Their openness and adaptability as well as the relatively 
new adaptation of the concept into the field of Economics 
mean that there is no standardized way of creating an 
ABM. This is compounded by the fact that there is no 
dearth of softwares that can be used to model them. 
Essentially, anyone would be able to create a model, but 
not all models would look the same. There have been 
calls for standardization of practices, methodology, 
philosophy and communication in the area. (Heath et. 
al, 2009), (Squazzoni, 2010) The fact that it hints towards 
a more wholesale adoption of ABMs is something to be 
celebrated.

Building Blocks (yet again)

The aim of this article is not to advocate for any specific 
software, but to provide a basic framework for the 
construction of an ABM using the example of a classic 
model in Economics. Here, I have chosen an adapted 
version of the WS/PS model for a variety of reasons. Firstly, 
it involves multiple types of players each with their own 
strategies and motivations. Some players, such as trade 
unions, might not even be present in certain conditions 
and can be added and subtracted at ease. Secondly, we 
can allow for certain assumptions such as constant labour 
productivity to be relaxed. The methodology can now 
move from deductive modelling to abductive modelling. 
Thirdly, the WS/PS model neatly fits into a larger model 
– the 3-equation model2, providing the perfect example 
of a “module” , a smaller model which can be stitched 
together with other modules to form a larger model. It is 
the final which is the most important. The “open” nature 
of ABMs provides a fertile ground for cross-discipline 
and cross-model integration. A simple analogy would 
be playing with Lego: Different blocks create a structure 
that is complete on its own, but can be joined with other 
complete structures in order to arrive at a larger and more 
comprehensive structure. One could even slot in blocks of 
different colours and types to fill in some gaps that were 
hitherto unfilled.

Hamill and Gilbert (2016) created a succinct framework 
using NetLogo (multi-agent programmable modeling 
environment) which I will now build upon. What is of note 
in their approach is that there is a stress on the models to 
make sense at the micro level so that the observed macro 
level aggregations are accurate.

Step 1: Set up
Purpose: To calculate the equilibrium level of employment 
and real wage for a given structure of the supply side (while 
relaxing assumptions of constant labour productivity and 
constant markup)
Agents: Workers, Firms, Trade Unions, Government
Processes involved:
-        Workers set their productivity level
-        Firms set desired mark-up
-        Workers set preferences for wages
-        Firms set prices

2. Carlin, W. and Soskice, D., 2005. The 3-Equation New Keynesian Model — A Graphical Exposition. Contributions to Macroeconomics, 5(1).

The Walking Dead?
Are the Pandemic Relief Measures Creating Zombie Firms?

Patricia Shevel-Bleikss

Easier access to credit and government attempts to freeze 
the economy have seen the emergence of a new hoard of 
zombie firms to stalk the business landscape. A zombie 
firm is a business that is in so much debt that any profit 
or cash created is used to pay off the interest, not actually 
reducing the debt. They are economically unviable and 
manage to survive by tapping into banks and capital 
markets (Favara, Giovanni et al., 2021).
 
Accordingly, zombie firms have leverage above the 
annual median, interest coverage ratio (ICR) below one, 
and negative sales growth. High leverage and low ICR 
identify firms that cannot cover their debt-servicing costs, 
while negative sales growth identifies firms with low 
growth prospects, as sales growth is a good predictor of 
firms’ future performance  (Favara, Giovanni et al., 2021). 
Using data from the US, Table 1 suggests that among 
publicly listed firms, those in zombie status are smaller in 
size, have lower returns on assets and hold less than their 
non-zombie counterparts (Favara, Giovanni et al., 2021).

Figure 1: Characteristics of U.S. Zombie Firms

Many economists, such as (Nurmi, 2020),  estimate 150,000 
of these companies are taking market share and locking 
up talent that should be available to more dynamic and 
newer firms. In recent years zombie firms have become 
a bigger difficulty for developed economies compared to 
previous years. This is displayed in the fact that in 2017, 
15% of listed firms could be classified as zombies, from 
around 4% at the end of the 1980s (BNP Paribas, 2021). 
According to estimates from the Bank of International 
Settlements, a one percentage-point rise in the zombie 
share translates into a one percentage-point decline in 
capital spending by non-zombies. In turn, productivity 
growth declines by 0.3 percentage points, because 
zombies weigh on economic performance as they are less 
productive and because their presence lowers investment 
in and employment at more productive firms  (The 
Economist, 2020).
 
These zombie firms have played a significant role in 
keeping UK productivity low and it’s only getting worse, 
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especially with Covid-19. According to a report made by 
‘Onward’, between 1% and 4% of companies have been 
‘zombified’ since the start of the pandemic, bringing the 
total number in the UK to more than 20% (ICAEW, 2021). 
KPMG analysis found that the highest concentration 
of zombie firms is in the energy (23%) sector (Table 
2) (Cambridge Network, 2019). ‘Onward’ predicts that 
if nothing is done to reduce the number of zombie 
companies in the UK economy, business investment will 
reduce by £42bn a year, resulting in 400,000 fewer jobs 
(ICAEW, 2021).

Many companies have had to compensate for their loss 
of income due to lockdown by asking for loans from their 
banks. Banks can use capital buffers, created by the ECB 
during recessions, to offer new loans or to cover losses 
from existing ones. In combination with the other relief 
measures, this has allowed banks to continue lending 
despite the increased risk levels. It does not mean that 
banks have been allowed to compromise on their lending 
standards or the management of risks, but in reality, it 
often does happen (European Central Bank, 2020).
 
Andrews and Petroulakis (2019) present evidence 
suggesting a weak banking sector as a key factor 
facilitating the emergence and the survival of zombie 
firms. An increase of bank stress by one standard deviation 
is associated with an increase in firm leverage of zombie 
firms by around one percentage point annually. This 
suggests that stressed banks might be more inclined to 
conduct risky lending to distressed borrowers, possibly 
in attempts to gamble for resurrection. New OECD 
insolvency regime indicators show that improvements in 

bank health are associated with relatively fewer zombies 
(Andrews and Petroulakis, 2019).

The unprecedented fiscal and monetary policy support in 
the wake of the COVID-19 pandemic has brought to the 
fore concerns that cheap credit could fuel the financing of 
zombie firms. Certain relief measures have made it difficult 
for banks to determine whether a borrower is in trouble. 
Normally, the most obvious indicator is missing payments. 
During the crisis, however, banks in many countries have 
granted borrowers breaks from loan repayment, either 
at their own initiative or under a national moratorium 
(Nurmi, Satu et al., 2020).
 
However, it is important to note that a large share of 
zombie-labelled firms should not be considered unviable. 
One third of these allegedly distressed firms are in 
fact growing companies and two thirds recover from 
zombie status to become healthy firms again. For many 
firms, falling under the zombie label may thus just be a 
temporary phase, especially for start-ups (Nurmi, Satu et 
al., 2020).

Nevertheless, zombie firms strangling the economy and 
hindering its prospects for growth should be allowed to 
fail. Certainly, under more traditional economic conditions 
these companies would have collapsed long ago, freeing 
up capital for more viable companies. While zombie 
companies may provide stability and employment, fiscal 
and monetary policy should help the living, not the living 
dead.

Figure 4: (Nurmi, Satu et al., 2020)

Figure 2: The concentration of listed ‘Zombie firms’ 
among UK sectors

Figure 3: Zombie firms connection to weak banks
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