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| NTRODUCTI ON

Thet"d/APE Forum took place i n PantAaigars tUrRiOver) si t
was -oaa@anised by WAPE (Worl d Associati on 0
https:// waplewePamt @i/ onhtUmisv €r/ snviwvtwy. pla naned cGARE /
(Greek AssociationhbofpPolipbbtcati Eeheromyomy. gr / me

The broad theme of the -$toanudii figcucrtdr onernt H1ye b o

t w mai n alternative traditions i n economic al
Economi cs. Economics (witsloctitmei rviiemwdiofi dhael iestoin
hi storically failed to grasp how economies work
econocmcri ses. On the other hand, Pol itical Econ
(proposing a social understanding of the economy
political factors and to class strugghg) thhas bee
actual workings of the economy and in analyzing
Economics’ shortcomings have becomeertveemy mor e
ushered a periodeodnagriod atlumpulidnceal

The increased frequency whiehonemitdhhec2i098s g( @i

crisis) remains always an unsolved puzzle for a
exogenously caused exception (Neol assicism) o]
(Keynesiani sm). I n cont ramyt , prMavixd esg Polrietail ¢ &I
sophisticated theory of economic crisis based
endogenous feature of the capitalist system and
The aggravation of internafti oghbba&loind dticoms’ ama
another major problem for Economics as al most ¢
geared on free trade and competition (either as
the contrary, Mar x+ussti nPdo €iott & atp & r iEmrlognupemsy t hat t he
international capitalist system is a ‘battlefiel
beneficial game. Thi s perspective can explain

resurgence of protectinecryi swsmyr stiade i grad edu by t he
were previously the bastions of free trade (e.g.

The recent resurgence of state economic inter\
Economics. |t is perennially divieedembtit weriesim:t
(Neocl assicism) and those that consider it a n
(Keynesiani sm). Against this schizophrenic ma i
Economy argues that state economic imfteriventi on
capitalist system.cdllee cttiaut es afaggcitarlodnstgast he gen
|l orgerm interests of the system and surpassing p
on the course of capitalist acoumubbti omcretnate
decrease and be more effective or | ess effectiVve
From the standpoint of Political Economy, t he
admini stration comes as no surprise, no+ is it
call edsviprathowf free markets. On the contrary,
aftermath of the 2008 crisis, aiming at the reir
reinforcement of u. S. hegemony. Similarly, t he


https://wapeweb.org/
https://www.panteion.gr/
https://politicaleconomy.gr/main/

war Keyneisdamliegn cally framed as detecarmnlrte agai

interpreted in the same |ight.

However, despite Political E-cexsmpeemyi 'ad | yx g lna naa tpoe
when ol d certaintiesglbeméi zatiapsi n-gal(leedeneodieth
emerging ecoBeotms e)s, (8MRd Cgrowi ng geopolitical 1ins
i mperial i stmariinvsatirreiaens ) Economi cs continue to dol
policymaking, particdlomiihance pbesWess. bdbasgse
cl dsesss individualistic approach and its uncondi
The small cosmetic shift t hatt hheo od e tph raccree neefntte r
Neol i beralism by Nedo e e ynrod s i ramp rsans e n t a genuin
per speacntdi vceonti nues to misapprehend the real mo (

societies and. t eewr macomemio Mihd | ccomrsegrescus ng t h
term mar ket efficiencgomanmdi cr eii mtsd rax @ mtgi osnti astne, «
support capitalism and capitalist accumul ati on
towards the working class is equally aggressive
The collective failure foofmelbd erdo nuincrse sht asb ortihg hwti
academia and i n"WABEiI EbyanrdThende?®d the whole work
and GAPEms to direct this dissatisfaction with E
I't supports that PolitisaMarExiomnto myar(iaaardt )e srpepri ead
credible alternative for analysing and managing

I n this vein, thethWAPEeRDatumopsxtapbhedlPol iti
and Economics and contrasted theieldsgamdnaseasc

of economic analysi s. During the Forum, 150 pap:¢
20 countries. They spanned a wide range of issu
the participation of several workgeauvupbBe(spreha
organi zed speci al streams with sever al panel s
Geopolitical Political Economy) .

The volume at hand presents a part of these pre
for publication tra itnlge tjhworFlhodlu®e s(upwoof, Pol itic
I nternationaletCer.i)t.i cal Thought

They are divided into six different thematic s

The firexplpards t he dynami cs of economic Cri

transformations in the financial system through
approathemi.s Ant hrakidi saasdsNi kbhe Asbjeatakyso
economy fitnertnhaet ha of the Eurozone crisis, questio
and highlighting persistedntrosthi atOdndrsaili ac dratrxa i
critiquauostferainty policies in Japan, arguing that
deper mechanisms of c@Gipavmal KstBrocg uamnlalYyeamenHy ub
the institutional evolution of the U.S. financi
domi nant interpretations of the 2008 odreiss it. Th
examine, through the I ens of l'iquidity preferei
reflect deeper structural changes within U.S. f
the | imits of mai nstream c¢crisis thedrimacrand a
financi al anal ysi s.

The secofnadc psagds on inequality and devel opment,
South and peripheral economies, deploying tools

Ji ang Hcaroizthieghuypes mai nst r eaym ianc cEoausntt sA soifa ,i npergoupaol sii

2



a Marxist interpretation that centers Zomsexpl oi"
Gerasi mos Katsimigas arse Ghlroookt oen Piaptadrhte oo d ® lu

trace the impact of demegraphual trgnids Gneéeme, ¢
structur al interlinkages betweebamadrdesbnommuti c
Ramanamurthy V. Rupakuliavasdi diajt gy | Kdmar sVémman
i ts i ntegratioenedilnmtdoe rtaHe www.r$.d system, showi ng
dependence reinforces dd&Kmedtaisc Kiampemuwal iltoyan nkRisn aZ

George Economakis anmdmbinmi t hesk@yosmpo®rs and s
in Greecersl abedcempornssj ng them with the Ger man
the unevenness odddeaddfel awmsd. vlaHeusee contri buti on:

how inequality and dependent devel opment ar e
capitali sm.

The hirdofpathi @ Vvoklumdes presentations that de
regi onal devel opment , spati al i negQhaarialya mpaonsd s
Daltzag#hbexis kaamnineéed he regional di mension of
analyzing howanhHhHei tebaftermash reshBopeg Kangerns
investigates the case of Yuwan Village in Chine
emphasizing the role of both public policy and
sustai nEalbeAki bgVvi sits the for mat i ewara nkde ydeecsliiame
consensus in Britain, focusing on how the planni
| ater eroded soci adangiatnigerelasohg p&KasFgsnsaltltye pol it
econofnmycloi mate change policy, contrasting the |i
redistributive potenti al of the Fee and Dividenc
The fourttthr npsartto questions of national i sm, i m
conf AnhoushkeaexpPiloheosmpaei bility between Hindut v:
neoli beral economic reforms in India, analyzing
within conditions of inempsdlaiftapfTegedkeprebasitous o
grounded readingkmdi nteh,e fwoarregirmuddi ng the diplo
geopolitical mi scal cul atiSopyagihiat cCdmetdd dtadr yt heh ec
collectivist vision of the Chinese revolutionar)
Wester-melsgl deosc,t rpirnoposing a critiqgdkkrormdgxicmpSuml i
investigates the potenti al of video game cul tur
focusing on the international reception of Genst
The fifadadnspiasrtts of a Wohfygaeng hbBwhtroe Farbeys ent s Kk e
concepts from the opening chapter of Capital ( V
designed for educational wuse. His visual interpr
Mar x' s theoreticalr Ifyr afnoberwonrekw rpeaardeircsu.l a

The si xtfhreapar es t wo keynotAkan nFeedrmaltfiiagmnsd by
presentation calls for abolishiaghitdle icucl edces I
banks, government s, uni-vbeercsa utsiee si, t samalo of pho hmike et ar
policymaking in ways that serve elite interests
creating a strict ethical Code of Conduct for ec
accountability, similar to otltkemgpndfiess smonmop,0!l g
democratize ecomaaming. déaoi i esnsecond presentatior
compl ete reconstruction of economic theory, fre
mar ket knowl edge transparent ,hea chcreosasdiebrl ep u ba nidc . «
envisions this new framewor k, including Nodnom
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essenti al for et hima&li,ngddrmadr gteinawi pmelliycyser ves s
narrow interests.

GAPE



PART |

ECONOMI C CHIOCSH X, ES,
FI NANCE AND DEBT



A POLI TI CAL ECONOMY ASSESSMENT OF TF
ECONOMA:6CRI SI S0 AFTER THE CRI SI !

Themi s Abharnmd aNiikldss2 Astroul aki s

Abstract

The study assesses the Greek economy's trajecto
Crisis (GEC) 02f01t8he Oyrdarisnaz(d Infgt af nrdoimm ga mmai cxr ooefc olno
vulnerabilities and instituhd 02200078d &1 obiaén i eani
Crisis (GFC), the Greek economy was expesed to s
10. During 2hé8yeaahse BBOk@k economy confronted o
crises of theaadvaascsedsscenenmi by t he | argest fin
economic history. I'n the same period, Greece ca
(EAPs) based on Troikads (EC, ECB, I MF) pol i cy
macrrmoemioc and institutional |l andscapes of the Gr
structur al policies. To what-2640emacdibdcohemiGa ¢
institutional weaknesses, and r ead upcoel itthiec arli sekc oonf
anal ysi s, the study asseGE@sandet revod wrtrn emt bred av
and institutional |l andscapes of the Greek econo
the abovementi onedrguoemmendat Epasi foc pbhei tytur e
can be extracted on the research findings.

Keywora@rse ek Economic Crisi s, Gl obal Financi al Cris
Macroeconomic | andscape, elchosntointyuti onal |l andscape, Pol

1.l ntroducti on: From the GI obal to the Greek E

The Gl obal Financial Crisis (GFC), originated i
pl aced several EU countries in the challenging
obligations and finance fiscal def iacs siss, t aunlctei ma-
(Tosun et al ., Th@el4overel@h) debt crises in Greec
2010) , Portugal (early 2011), and Cyprus (early
Eurozone and its goveéelenhaneé¢ méclGarietis waps 2he f
Eurozonermdgmb seek official funding, followed by
each of these cases, joint Troika's rescue progrt
the recipient countries implement Economic Adju
f i scatl eraiut y, structur al refor ms, afdadel egedagin
. .57uccessful execution of these programs goes

ompastiesalpodand institutional el ements. The in

p
enc
the establishment of an entirely new institution

1 Post Doctoral Research Fellow, University of Macedonia, Thessaloniki. Contact:
themistoklis.anthrakidis@gmail.com

2 Hellenic Open University & Independent Authority for Public Revenue. Contact:
n.astroulakis@gmail.com
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new domestic political economy | andscape in t
ol i cdyi tcioonnal i t({ A&t lorf akiradiik,a 2024, p. 47)
The I imitations of the Eurozone architecture w

FC but al soive maeageméhectof the crisis itself,
risis 9theeg nGaxtaiuvome and. Jlihe 20armki nppg &n/d f i nanci al
ragmented, the thansmmmehomoaetary policy was
uropean Commi ssion (EC) struggled to mediate d
hough policymakers were cognizant of the struc
ownplayed t he riedkys , e xvalcieah auWetd Inage , c.r2i0@li4s, p . :
he one hand, the single member states were unp
oagp its magnitude. On the other hand, the EU'
truggling EU economie¢ Cwblbgned,. .t BTéhled jetff aetcB &N ©
he GFC that was transmitted to Europe were mult
conomic or financi al phenomenon. This crisis er
ebt crisis, macroeconomi c tud mpol jtianalti unot eet
|l osely intertwined with a decline i 0Tpsbhic col
t al., 2014, p. 198)

A purely economic analysis frequently overl oo
overnance, and institetriens.i Ththerampern geanod o
he | imitations of the mainstream economic pers
dequacy, thus creating opportunit( Rei nMmhoac kaelrt er
nd Hanauer. I12r01t4hi p.st2dy we accept the positio
ri sis extends beyond economic variaebbesnfamd st
olitical economy perspective to underscore th
conomic (Lypteemyi tch et BUrthé&Ol6the.i I8t of
cross Eurozone economies, as did the consequer
dj ustsmenratt egi es i mpl emented. Distinct initial c
onstraints, and national ©political economy fact
ccount for the differing economic outcomes in
iverged among <countries, with governments ofte
olicies dus péoi fciocunad o(nBsé ndéetrraitxi oas d Lad8he, 2015
onsequentl vy, the Eurozone <c¢risis, beyond its
ai sed political and institutional questions re
ountries and the broader framework ofootthe EU ¢
auses of the crisis exclusively to deprndmic f a
nal ysi s. Political economy el ements, such as ar
he institutional underdevel opmentygpkaybadtstomri
ituation here makes parall el with the broad vi
olitical, just as the po(Gteenl ahdsHagndedlbp {

Originating fromstaanti Rg oMmaclroonegc onomi ¢ vul ner

nstitutional deficitemei-2608 NnGEOhjumetGoae kvi @ dron
XxXposed to severe fiscal an-d @iMag taintgwtsi ernalal we a Rn
07) During th20¥&arshe0G0eerhkf reocrotneodnyone of t he
overeign debt crises of the advanced economies
ackage in ecp@Gomasamhmiist o216, p. .71d;n Sahpei rs aeme
eriod, Greece came in for three Economic Adju



Troidkal scy conditionalities that mainly affectec

conditions of the Greek economy, though fiscal
i mpl emented i n-2tOhe8.peri od 2010

Given the i mpact of the EAPs on the Greek ec:
overview of the EAPs' pol i cyf ftrhmemeavioa lky sfirso,m rt enfee
the original documents of the international agr
from the Greek parliament. As mentioned, the Gre
and structur al I nstituti obAR, N.leH8Ar5SMOd dkn t he
Government Law,Gamointge,t h20In@&) n program objecti v
“Sustai-emabanhcityg fiscal consolidation [ ..] to i

alter the structure of the eaownomy petlo warodwtdr mo |
model ", al so, to “implement an ambitious struct ul
competitiveness, accelerate rtahldabaei on oher €56
sector, and (Bsntepeagm oWa mrhi ssi on, 2010a, p. 15)
Al s o, the second EAP, rati Gedelwi Ghv & hremelLnatw LN
Gazetteai m®d2)t o me et t he revised fiscal targe
expenditures by 1.5 percent of GDP through vV a
phar maceutical spending, oveememe, fanddblcée omsmb e
deputy mayors. Additional reductions were made i
el ection spending, and subsidies to remote areas
mini-supgrvised entities,strmantci hwgdgeéete, pmddiifcy ii mg

schemes, and decreasing speci al p(uBburiocpesact or
Commi ssion, -2@)12,n pap.si2ni | ar l ogi c, the third E
categorized around foal pustarsabi)i Rgstbr)ngafe
stability, i) achieving growth, competitiven:
modernpsbati e admi@rinesek aGower nment Law AGa setetng, 2
Greek EAPs were designed todeastoria the Girakikl iet
mai nly t hrowghr ataegdduadappr oach focusing on t he
institutional conditions related with the domes
ot her wor ds, t he Troi ka's reform tegemadad i mpl
macroeconomic and institutional measures with th
economy. The fundament al i ssue that arises is
addresszedl®rmacroeconomi ¢ and insti tduttihcenali svke ak
of future economic crises. The current situati
resilience of the Greek economy. Thi s study,

assessment of whetsher itmpag opesntent s aoaEageaguf ficien
stability and growt h, aligning with the overarc|
economy facing a “crisis” after the crisis?

Met hodol ogically, our analysis progresses in t
and institutisomdl tlhaendsecaeke economy, from 2009 t
dat.a This approach is adopted for two reasons.

describe the performance of an economy and gi vV

SThe term “ Tr oi k a-“Europedn €onsnisdion (EC)hEeiropean iCentral Bank (ECB),
International Monetary Fund (IMF) - which under its authority the EAPs were implemented.

4An Appendix of four Graphs and a Table assists the analysis on the fundamental macroeconomic
and institutional landscapes of the Greek economy.



economy analsysiasviBasi geint fo
and economic systems, analyzin
structures and approving t hei
real i zatliiocny oofb(j@acmbilvee,s 1988c¢comp

ro political econon
g the essenti al C |
r respective adv
d, 51tl8¢ EAPSs, as p

di scussed, have significantly influenced the mac
of theecGorehky through fiscal consolidation and

Our met hodol ogi cal approach does not adhere str|
single orthodox or heterodox perspective. I n ta
t oi dsestep personal i deol ogi cal bi ases and dogma
approach. In terms of structure, the first secti
from GFC to GEC. The second section concerns
macroemion | andscape through the performance of t
of the Greek economy. The third section anal yses
| andscape mainly via the evWd rulad wiocthe oGo vtelren a Wo
Il ndi cat o). TWMST final section (fourth) concl ud

aforementioned research question.

2. The Macroeconomic Landscape

The core macroeconomic issues within the Greek
deficits and a persistendg, eaxwisdstoend owweldo npeftdrte
However, the GFC significantly exacerbated thes
economic dd@antarsn 2013, p . 9 : Karamouzis and An
and Papoulis, DGlpd.,tep.exderi enatiensgg asfttreorn gj ayir miwt ¢
Eurozone and adopting the common currency in 20
tackle its chronic deficiencies. I n the decade
Greece struggled to d&Xmatpdiamofgil swalThiom@glhprud &3 hi
period, the country <continued to face macroeco
current account deficits, high | evel sr aolf priva
governmefKademouzi s and Anastasat os, 2@l 9, p . 1
2014,. Tph.e 5p)ersi stence of these i mbalances wunders
both the internal and external deficits of the C
excessive publ i c spending, underper,f owmakce i n
competitiveeeg&sngréehavior, and hi gh l evel s of
precarious situation. As a result, i nvestor s, W
high interest rates to purchase Greelcrgever nmen
(Hardouvelis and Gkioni s, 2016, p. 5;1 Ka26@a%, do
perhaps the most severe macroeconomic problem o
deficits?”. The hawaaot edreifziecd t by fiscal and curr
necessitated increased external borrowing to me
| arge fiscal deficits coupled with weak compet
current accoumat ed ¢f irceistyul tulntgi i n h{Bbar dpevaeen s o
Commi ssi on, .20Tleés e pvul7mer abi |l ities and structur
underlying issues of the Greek economy, fosteri

tur MoBdnk of Greece, 2010, p. 28)
Turning now to the current macr oe comnmannicc | ands
factors of the country are creating a “ticking



statement of Gr edcoe’'290 2c4e n ttrhael gloavrekrenro.r of t he Nai
Mr. Stournaras, stated that Greaveragel ¢geonlicyrmphd
GDP of the Eurozone if it mai ntains an average
that of the EurozonéLober atl.h glrhmee 20D2F2 (g rycevatrhs dat a
2009 to 2023 vividly demonstrates the country’s
1) . The medewvatg observed from 2017 to 20109,

contraction du&9tpamndédemiCOVibD 2020, hi ghlight t h
Greek economy, heavily reliant on tourism and s
driven by dodeandcfideemaln sti mul i, was not sust ai
in 2022 and 2023 amid external challenges |ike t
pressures.

GradtsDP Growth, (9®)023years 20009
10

-10

-15
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

—o— GDP Growth

SourlcMFht(t ps: / / www. i mf.oyg/ external/ datamapper
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Gr aRliri scal Deficit and Publi-20P8bt, (% of GDP)
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-50

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

—eo— Fiscal deficit Public debt

SourlcMFht(t ps: / / www. i mf.oyg/ external/ datamapper
By 2010, Greece' s publ i c debt escal ated i n |
ecessitating a sferamst lod Trhoieka.baTHewud shail out s
usterity measures and structur al reforms ai med

Greecet'tstsDdPe brtati o remained exceptionally high, |

mi @010s. |t i(sGrcalpehar2)y tsheaethn aft er three consecu
period of severe austerity conditionalities, ev
fromb. 2 of GDR .6/ 200%GDtPoin 2023, Greek public de
as a percest@®®r iof and Flourdms 202022t hp. G4 EE)K pu
remains probl ematic. Public debt is they highest
surpassing ltaly's debt, whi ch i s the second
percentage pBastat |.ov@24a)

More technically, according to the Eurogroup pr
2017:

QJFPUJ—P—h

I =i o B V)]

“The Eurogroup concluded that debt sustainabi

ramework of the debt measures envisaged by the
he Eurogroup recalled the assessment of debt st
enchmarks for gross financing needs (GFN): GFN
he medium term and below 20% of GDP thereafter
sustained deEmwagdopadt h2017)

This criterion underscores the bmpdenamwéeé hoh n
pecific thresholds to maintain financial stabil
n June 2018, Eurozone |l ender s reached an agr e
esigned to keep Greece's debt semedicumgt eromtand
nder 20% in the | ong ter m. I n exchange, Greece
ef or ms from the European Stability Mechani sm
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economic adjustment goal s, and i ntnrdo dfuicnea nacd dailt i

refor ms. Thi s agreement was ai med at enhancing
Greece'tserimoneggconomi(cThebdbrbpoyl ou, Doe2toptheo
composition of its debt, Greegetlkemsefi psi maoml ¥:
to the significant portion of of ficial sector
provided by the EFSF/ ESM. The average |l ending r
stabilized around 1. 3 %, with EFSEcémtanpgearsnaamdr
rates increasing from below 1% since -2&R2®. Addi
debt relief mROaABureexs einMdendi d he i nterest deferral
EFSF | oan by 10 vyear s, unti,l GDeceaembecrur2®Ehz2.l yCam
i nterest on this substanti al debt portion ratt
(Mouzakis,. 2024, p. 3)

As stated inf2bDdB8edmeyernancing needs would ne
peent of GDP by 2027 or 2028, and 20 percent a
Greece’'s gross financing requirements are initi:
percent of GDPO2Osmonwer Hatas cheap ofnfsiiovieal deb
private borrowing. This requires more borrowing
i mplies bigger gross f203Alhs,i ndge mte esdesr. v iBye tchre o d
2018 overwhel m pri naZrey tfeilsmeaylers wertfAldWis ¢ s @04 BL y p. |
| MF argued that Greteemcpni smmasyasoaorplludsbgbf no mc
GDP and an annual real GDP growth rate of aroun
current debt relief measurestarm deBuf$ustanbhalb
While t-h&D&ebwatio would initiallycodatliihneusiy w
from around 2038, with gross financing needs ex
continuing to increase thereafter. Therefore, a
mai ntain debt(IsMB,t a2 hBdTihust,y4i5t) i s obvious that
extended grace period-2df32EmNFE Nl deares Efurmomgr2Wd2 wi
the need for additional repbofslusnagi makisiuir ey, t or
remains, posing c-hat me negceosn o mb ¢ tonfyi dence amo
compani es, and tRhag&Guleako p.ulbrdrt8ased.de8ht servic
wi || exacerbate fiscal pressures. Thus, Gr eec ¢
demanding further relief and deeper tsetmuctur al
sustainability. The I MF's country report statem
prophetic. Despite multiple EAPs and extensive
wordsec6&reannot be expected to grow out of it
i mpl ementation |l oF, refodinish’e. | ME) st at ement under
persistent challenges facing Greece's economic
t he i mpl emented measutesmidebftossest agnahboinligi ty.
susainability risks appear significantéymincrea

period [2032] and as the structure of public de
vulnerable to negative shocks.(2/0c2c3gr dpGm gledk)o t h

economy i n @i dert hteo psulbdti c debt has to take adv
opportunity, where two things are needed. First
credibility. This requires building fiscal res.
needfor fisctal difghtehtngi mes to maintain fiscal
the increased wun-ter maifrtsyc,al medbdiluimy planning sh

12



emphasis on risk assessment and the accumul ati ot
shieldiogomyhei ecti mes of crisis.

In the years of GEC and beyond, Greece faced
achieving its agreed primary surplus targets wit
scenario risked perpetuatiaggaatcygcloatbf fthasgal
additional fiscal measur es, and recession. The
economy during its consecutive bailout progr ams
efforts often | ed to etonomi ¢theonmergctoiborectinegs
(Pagoul at os, patieed, pdesSpite stringent fiscal a
EAPs, Greek economy continues to struggle with |
account deficit. As20sit¥%adg eado mme tLiatpiawdnesas gap i n
i s depicted from the current account deficit,
deval uati on l eading to significant wage reduct
weakness within the Europenétireemaésns. cbulrdhode
through additional wage cuts or increased produc
pressures, and without evidence that producti vi
current framewor k of dieo(elgauplaavtiitosna sa,n d2 Oplr9 ,v apt.i zdatt
The EAPsS overl ooked Greece's initiadl edgdondi tic
economy with weak productive and exdowitt sean or s
underestimated fiscal multiplier, caused a sharp
(Skal kos, 208 @), Thoep . unld7iebr est amatmaad t Keynes result
unprecedented economic depression in Greece. N
Bl anchard drd h)ehghght ed t hat “fiscal mul tipld.i
underesti mated for both sides of the fiscal b a
underestimati on agssciiant edgowdrtrmedit amgheanrdd ngind
Leigh, 2013, p. 3)

The ongoing macroeconomic weakness is evident
been eliminated mainly through a coll apse in i mg
Greekports have shown | ittle dynamism. Greek ecc
vol atil e current account def rrcoiott e d Griaspshue 3) ,i
competitiveness, i mport reliance, and i nsuffici
and wagcet irerdsu have not fundamentally addressed G
due to its introverted economy and | imited pro
aiming at restoring external competitiveness th
| eadguecsalbhigam owt h only in the case of economies t
i nternati onal goods mar ket s, and t(hBaott teax, p 02rOt1s6 ,h
p. .26I)n the <case of Greece, i nt etrenrant  edceovnaol mui act i ¢
stability, making the fut-uneeilliesst o@pdomomyt i cag
narrowing 1itls domhpeetniattii wenraess deficit . It i's no
current account bal ance, Greece stildl mai nt ai ns
recordli2ngd a% of GDP, ahead fr-ath. €y por ier whheh4t bcc
of 2ACEAWIF ostat, 2024b)
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Al t hough the current account deficit saw a sub:

2009 to around 2.6% by 2012, it has not mai nt ai
crisis years saw felfucctiuatrieodnusc,i nwgi ttho tihe5% i n 201
3.6% in 2018 and peéatleraphmiByg 1@e 7% 9 the2t0 2&nd v ol
highlights underl ying structur al i ssues wit hi
competitiveness, retdi amcsef bnciiemptor egporatn gr owt
persistent deficits underscore a broader issue
highlighting current account i mbal ances as a ¢
economi d Mariise®t al .TThe2022,bagd. e&c)onomic volatil:
domestic economic policies, has further compl i ¢
curreobunt bal ance.

Greek economy fall s i nlteod tdheemacnadOengeagraymeo f2 Oal 6w a gp
468)Wi thin this demand regime, an increase in t
effect primarily driven by increased consumpti or

(and net exipnora dpeatfffietogti )me . The neocl assical app
toward external demand st i mul-dartiiwenn cermpdvamsa rzti ng
model . Greek, along with other southern periph
neocl ass-dc env egdeobsmt h mo d el through credit expans
inflation and a | dMaramgoemp&t0i2t3i, vene AL 6 ; Stock
7-15) I n this regard—thbeefiscal omudeipwereer s educt

much higher than expected, |l eading to a greatei
affectoend shayvilngs, tax returns, and trade vol ume
me ant domestic devalwuation failed to boost pro
i nstead. Uokri katexpecbnomi es, Greece's internal
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cuts) tdigligmoi ficantly enhance competitiveness 0
(Skal kos, .2Wilt8h,i mp .t hli7s5 )dloemk srte oci ndee,mafnodr ei gn di r ec
and i nhtegranto international supply chains have
Greece had a current account deficit of 15. 8% o
GDP. By 2018, Greece achieved a surplus of 0. 9%
def i B3i.th %o fo f GDP. However, the EAPs resulted in

wi t h reduced out put, i nvest ment , and producti
unempl oyment , and poverty. Since 2010, i nsuf fic
depreciatlngtoagit while the programs weakened t
and i mports heavily impacted the current accoun
struggles with slow wage growth, which has not

(Theodoropoul ou, 2022, p. 208)

A relative and explanatory to the above macroe
rates of Gsaphnds aMppeecnditxh)e Greek economy i nvest
The causes include sttrietec@atomharsacchrrrastt tes hif
empl oyment and home ownership, high housing exp
high replacement rate of pensions that discoura
reqguired invest mentad i manm | b e afviimagmnsc ead,e iifnsmuf fi ci ¢
from foreign borrowing. I n economic history, t |
mai ntained high rates of economic growth for so
and Greece was oneGPE. tHcewe Wwerf,orreo tdheeuntry mana
high rates of economic growth for many years wh
borrowing. Specifically, in Greece, all the def e
foreign savingseltoprfeknatdnve ti ss ede®regk2@24énomy
achieved a neg4t08e iFrBCORddmMSf Of household savir

di sposabl e income for thddeyaamuadD2d#ahanoima bhionng
accounts r(eElugaoseadtbAd@rddci)lng to these data, the
of Greek invest mehmtuseihmdidsatwes et kptendi ng mor e

di sposabl e income in 2022 which means that eithe
their savings or borrowing. Greece’s | ow saving
stability. Relying o6m fomainge bhoveewiment s, can
current account i mbalances and to unsustainable
shocks.

5Last available data.
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SourEuer:ost at (https:// ecexplrapmecdlu/ eurostat/ statisti
I n a nut shel |, Greece faces significant c h
macroeconomi cs, due to slow expected growth rat
reflecting |l ow competitiveness and escalating de
ioaluding widening fiscal deficits and declining
financi al crisis (GFC) but were exacerbated by
mai nly regarding the fiscal deficit,6 deshte estei'lsl ec
the highest in the EU and significant social an
The | ow savings rate further hinders investment
borrowing and vulnerable to financial shocks.
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3. The Instindsicapel L a

Recognizing the i mpact of institutions is cru
economic and soci al outcomes of the country, n
institutional shortcomings for ¢ébaraknabl @0d&ye
83)Weak institutional structure paves the way fo
built institutions that play a role in more ef
(Rapanos and Kapl a#®gglGowreec20hcoppteBed challer
significant «atlr i dregsaniimeasbonetand economic i nsti
shortcomings i n efficiently providing publ i c g
unfol ded, al | the wunderlying Greek institution
superficial “nomiG®l, gureowt br oufghficéaocit aePéoscedl
and Ghezzi, 2011, p. 3; Mitsdpeulpo| amdeBelaadi d
adjust ment process of ctriesiGr evaals eodn osnoyl ed o/s ti nf |
severity or implementati ompattfiuscakbasmeasugeaesal iE
institutions and governance mechanisms, as they
and intensity of thRapama M rcd ckapllamggel ou, 2014

There are | imited databases available for obta
the institutional | andscape of a counturtyi.onAmlgr ol
soundness of a country includes the Worl dwide ¢
Worl d Bank on &nWGInnpradvikdesiisnsi ghts into the
governance in a country across varioustdteemensi ol
of governance effectiVikaefsmammdan d.eKBE>xaphlyg, coi2t0l2ya Wo
i mplicitly, t he WGI can serve as essential benc
institutional governance. According to the meth
gover f&acaé mann et :al ., 2010, p. 4)

“ 1. Voi ce and Ac—ccoaupnttuarbiinlgintpyeo(fcvehe oext ent to
country's citizens are able to participate in
of expression, freedom of association, and a fre

2. Political Stability and Abaphaeieopft ipoenost enc e
of t he l i keli hood t hat t he government wi || b
unconstitutional or vi ol emott inveaatnesd, viinoclleundcien ga npdo |1

3. Government E ffceacpttiuwreimnegs spe(r@e)pti ons of the
services, the quality of the civil service and f
pressures, the quality of policy formulation and
government's commitment to such policies.

4 . Regul atoryc®paliityg (R)ceptions of the abil
formul ate and i mplement sound policies and regul
sector devel opment .

5. Rule of-clagpwu¢(RbY)P perceptions of the exten
confidenaed abide by the rules of society, and
enforcement, property rights, the police, and tF

and violence.

6 See, Kaufmann et al. (2010). For Rapanos and Kaplanoglou (2014, p.4) WGI by Kaufmann and his
team at the World Bank are the most renowned among the various indicators of good governance
and institutional quality, being widely utilized by a diverse group of users, including academics,
international investors, and international organizations.
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6 . Control of —Carprtwptiinogn p(eC @)e p toi owihsi caf ptuhbd i ex
power is exercised for private gain, including |
as well as "capture" of the state by elites and

In (Table 1) the institutional performance of
the year302250%resented. Despite the implementat:i
with structural institutional ref or ms, t he i S
experience significant enhancement and@dyomn some
the period of the financial crisis towards 2022
as government effectiveness, rul e of Il aw, Voi
corruption showed mini mal i mprovementdadreddecl n
by the EAPs failed to produce the expected stren
I n t he realm of t he institutional |l andscape
nderpinning GEC and its continuedrsatttuwugegl ¢ & aits
mai ns unaddressed. I nefficient institutional
ecipitating the crisis and persists as a fun
covery a(nHatgzrioswt h2@rh&, GF.C Aand the subsequent |
posedede"' s unprepatdtedmescsri 5o Imam@ggement . Th
storted institutional framework and chronic is
ve proven inadequate against such unforeseen
essecessntating | egal and systemic changes, t
ader shinp remain |l argely unchanged, l i miting
all emMmgreiss and Flouros, 2022, p. 481)

t is a common space that, the quality of i

mpetitivenes(sRapfanaosc awnrdt rkyapl anodhags, 201%b,003
ternational competitiveness and attract i nves
sition in key institutional and governance ar e
cessary reforms include stregmkredi hgpehepyoseri
operty rights, enhancing the-fadddadtlrye,t axr esatsit!
nking education wit-tbot hepbuennaesd stcéongthanthn
{Pagoul atos., FRIOUBd ,r @f. ol6;HM policies must be ap|
f
I
e
m

n

m

2

01 ¢
[

ectively implemented, i ncor p-esruacthi nags kreeys opuorl ci €
ocation, podg,jtamdls anit-adgsopansinegpdn oms variabl e

dynamic system of Skalek oGr,e eXk0 F8crotnppanryh@10¢ , t |
inistrativeec&Gpeaebkl|l staes bhhvehnot substanti al
the i mplementation of the three EAPs; i n son
cline is evident by job | osses, decreased real
ditionahnl yhe winiiti tuti onal | andscape, t he in
ervasiyve, with the troika's presence in sever é
i ssues. Consequently, the Greek state could not
without peodael Bp ensure compliance with fiscal
institutiondlLaparamewask JI0E9,deperéd8phation of a
capabilitifelsecitsedalisno trhee Gover nment Ef fectivene:
(Tab) ewh)ch demonstrate a downward trend. The e
2009, declined progressively to as low as 0.1 i1
the eédyianegneffectiveness of government operatio

7In times of the research, 2022 is the last avadble year of data.

18



During the EAPs, the primary focus remained on
The emphasis came at the expense of developing &
ai med at restruct wraisreg tThheer gr ovhlsc tai vireot abl e abs

pursue institutional reforms that could foster a
(Sklias et al Key20228tiput2®8plr evmaauackmdas xed neduddlci
corruption, and |l ack of regul atory enforcement
performance gnTdbrsdld)é. emerresi stent issues highlicg
t he EAPSs, which were primariltwmwbfbcrmatetdomnr ammer
l oAgerm structur al ref orm.

The EAPs did not significantly improve the i1
economy. Al t hough there wer e S 0me refor ms i n
governance, they havergvsulte guel dospbsi anciaadal
Greece's weak institutional | andscape. Despite t
of the <c¢crisis, the quality of Greece's i nstit
deteriorated dURapagnosiangeKapldanoglFou, i2n0l4a,n cpep
the tax system became mblre a@wdimppehk!| aondadmiemiug tr
efficient. From our anal ysis it seems that des|
economic efficiency through the EAPSs, Greece's
governance indicaTablklabibamptgcl whede Greece has |
economic performance through specific macroecon«
deficits/surpluses, it has failed to enhance the
which are cruci al nf oarn dp rtohpee rh eoarlgtahnyi zoaptéleoat s on o f
et al., .2022, p. 16)

I n conclusion, the Greekhabktihef i peescséenhavae
hindered its economic recovery and growt h. Desp
admini strative capabilities declined, as eviden
hi gh corruption rates banidc Isoewc tmar. alTehei npetriveasp w
|l enders further weakened the institutional fram
i ndependent deci si ons. For sustainabl e develc
comprehensive institutionadt ircefiomeanfsf itcoi eandcd reess, s

and regul atory weaknessedermhistchbat étgr aaidalgr oot
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il e

Tabl.wonl d Governance I ndicators (WGI), RBORiIBmate and Percent
I NDI CATORS 2009, 2010, 2011, 2012, 2013, 2014/, 2015/2016/2017,2018/2029/2020{2021|2022|2023
Esti mat 0, 06,-0,06 0,100,199 0,08-0,14-0,12-0,13-0,112-0,060,01 0,03/ 0,18 0,04/ 0,10
Control of C|lpercent
59,8/ 55,7 55,4 52, 55,9 53,353,853,353,3154,7 56,6 57,1 59,5 56,6/58,0
Rank
Esti mat/ 0, 62/ 0, 49/ 0, 450, 28/ 0,36/0,30 0,15 0,12 0,24 0,26/ 0,31/ 0,40/0,41 0,45/ 0,15
Government
. Percent
Effectivenes 70,3 68, 9 66, 8 62, 64,4 64,9 59,0 58,5 64,2 62,864,767, 1/66,6/ 66,9/ 57,5
Rank
PoliSﬁa:lailIit1EStimat'0'21'0 130.1,-0.220.17-0.14-0.24-0.13-0.080.15/0.16/0.12/ 0.1 0.11/0. 84
Absence of
Violence/ Ter| oo, cent
37.9/40.8 41.7 39 40.6/40.5/38.1 41.4 41.4 53.3 54.3 51.4/50.9 50 54
Rank
Estimat 0.83 0.64/0.49 .52/ 0.63/0.33/0.39/0.14/0.22/0.4 0.52, 0.54 0.43 0.46/0.58
Regul atory Q| percent
74.6,71.3 66.4 68.3 71.1 63.9 65.7/60 62.4/66.2 70 71.4/66.267.5/70.38
Rank
Estimat 0.65 0.58/0.53 39/0.47/0.37/,0.25/0.11,0.050.11 0.16/0.29/0.32 0.33/0.21
Rul e of Law Percent
68.3 66.865.7 63.9 64.866.462.9 57.655.7 57.1 57.6/60 60.5/59.4,57.1
Rank
Estimat 0.89 0.9 0.82 .7 0.69/0.62/0.65/0.67 0.66/0.74 0.810.96/0.950.96/1.01
Voice and Ac|percent
73.9 74.4,72.869.568.168.570.470.469.5/71.872.5 77.8 77.8 77.8 79.4
Rank
S o urWoer:l d -DBaanni ke. | Kauf mann and Aart Kraay (2024) .wwWo rglodvwindld c@a we rsn aorm ge
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4. Concl usi on: Il s Greek economy in a oOocrisisod a

=]

this paper, Guweeeskc reuctama mye'ds tthreaj ect ory bef or
e GEC @abi1&0tifArough a political economy anal
ndament al macroeconomic and institutional P
derstanding of the compleexintgiog mgofchtathé eagesi s
onomy continues to face signifi-caindi €shré¢édcengrys
e GEC, rooted in political and institutional

me macroeconomic i mpr owesrme ndtesccad@yerGrteece has
duce budget deficits and stabilize its GDP. H
t been matched by significant enhancements in
e efficient funct ieonmtmancg oocefc otnhbemi ecc d rmonndys.c aTplhe r e
|l nerabilities. Greece still struggles with a F
tional debt . The GDP growth remains fragile a
armingly high, 1r. @&« hoifn gGDaPr oiunn d2 01264 , t he highe:c
ctors, combined with | ow competitiveness, h amj
owth. The country has made strides in reducing
e expense offidisnavisngnentkseadi ng to a fragile r
sterity measures undetetmef EAPal psoabidledzathioo]
dress deeper structur al i ssues. The structur al
orveelriamcemports and insufficient export gr ow
dressed. I nternal devaluati on and wage rec
mpetitiveness, |l ed to soci al and economic har
eece' s posiatli onarikrett.h el hgel &€LAPs did not manage t
mand anldedvaegceonomy of Greece, characterized by
stead, they exacerbated the situation, furthert
vest ment Ileowve,l samdemaomesti ¢ savings are insuf
onomic gr owt h. The | ack of significant i nves
acerbates this i ssue, stalling potenti al e
esses, suchnetfboaremaoagyratocruption, poor pi
ex tax system, remain unresolved. These 1is
rmance and resilience, limiting the effect
i nabl e gr oswitaht.e TchoentGmaek t o face ineffici
ed with a lack of regulatory enforcement.

rs has restricted the government’'s autonom
inable,dével opmennhstead a significant r educ
iency. The enduring economic adjustments,

strengthened t he institutional framewor k.
abi |l idteyg,uadred piurbd i ¢c services remain signific
show | imited i mprovement, hi ghlighting per
usi on, whil e Greek economy has stabilized
, lpaftscal adeficit, enduring institutional
i cient i nvest ment s, and competitiveness

ic recovery. Addressing these institution
h heompwve policies is <cructelr mf ercoGoene ce

ity and resilience, ensuring that the ©cr
i e, a “c¢crisis after the crisis” | ooms on
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A MARXI ST VI EW AGAIUSIERANTI POLI CY
JAPAN

Hi rosh Oni shi

Abstract

Japan's accumul ated gover nment debt has reached
di fficult situation among devel oped countries. £
due to |l ow interest rates anddead Wwedkvepan,t hbhke
optimistic about the situation based on MMT t hec
speaking, the New Left is optimistic, while the
From that stamheofimlitl,owi c@qn Ewegn i f we "pay off
foll owing conditions.

MEVQI EQOEM | 6 DE 0Q
1 QQQa KRR U Q1 & AE QQIDE 0 Qf BO®QE O
1 QR O REFMOL D Q1 ¢ ANEQ
DOwo G o oo EEMOE U QI £ ANEENE o0 Qi Qo @
I f this condition is not satisfied,tiarnpayet hewi
government bond and its interest payment. This f
"MVEV QI EAOEM | 0 @ AOHO V0 0 Qi Q& WMQE V' QI ¢ LD
OLQI WA & Vo061 QO W
pTc "QEVQI EAOEM | 6 R ©0owo VQ5AE 0 Qi &b 0

Since thledrisghite of this thhiuatfiommulsa ail wdiycapesit
bonds must continue to increase more than the g
this cannot exceed the economic growth rate over
i s very lemawnde ntghe popul ation wil/l continue to
the next 100 years. I n other words, gover nment
growth rate< economic growth rate

Certainly, this condia iomnsciadne rbaeb | ge thilmyh da ohfil evii
mean that real wages would have to be | owered su
This would be unacceptable for the workers.

I n addition to these issiuteis¢ci $tmeofr eddTtatwitlhe at s
Marx's theory of money and government bonds, and
bonds

KeyworAcsAiust erity Policy, National Bond, Japanese Eco

l.Introducti on

There are esowhgh Geasbnleftist hawet e¢raikteyn, t hleu t
Japan's budget deficit is on the brink of crisi
outstanding national debt is now 1,100 trillion
this wapeér di scuss t he current state of Japan

8 Emeritus professor at Keio University/Kyoto University, vice -chair of WAPE

26



unsustainability, as well as the nature of the w
of monopoly capitals that are inherent in these

2. Japanese Governmentd HRiona&mge o3tfr WDeetbur &€ hr ough

The current predicament that the Japanese econ

policy of "bold monetary easing"” of Abenomics. T
of government bonds, hwhiJcahp ahna ss foiuntasltlayn dbirnogu gg ov e
a scale of 1,100 trillion yen, about 1.9 times t
I

arge supply of money to the market had to be ul
because there waspemadwhetr.e el se to

Such funds could have been used in any number
people, but as |l ong as they are "l emfti"namcioalgh t
i nsti tAuctoiropnosr at i ons, it i s inenifttd nlge ttoh agtr oddrtp cs
such as "share buybacks" instead of i nvest ment .
bonds for such purposes was originally prohibit
spending (Article 4 of the FfschisLaawdtricti ennd

As a resul t, as can be seen in Figure 1, the g
increase as if the ceiling on outstanding gover
bet ween gener al accounterxpenidhnt enedh Fedrt dx hi e
gover nment bond i ssuance) has continued to wid:
Government Bond (JGB) issuance, which was only
bubble economy in 1980s, nroew eancuceo.u nWisl If otrh ea bgoauu ¢
continue this kind of fiscal management in the f

FigurCGuml ative increase in outstandi

and i nptaeyrneesntt s

trillzan yen trillien yen
1% 2s Interest rate outstanding straight bonds panef of 1 Wt
aur 1,000
(left axis) {right axis}

8% 20 7.4 P — —_— o 200

5 ™ 2 /_, \ oo

o] Interest payment R o 1 e

. as e &S00

{lefr axis) Y T I - w00

o

SourMieni stry of Finance, Budget and Accounting Bur

(Government Draft Budget for FY2024), p. 7
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Figurel&pan's Fiscal Structure I ncreat

trillzon yen
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General Account Expenditures 1126

100 - 42 iy COMSTrUction debt

1s5uance
B0

[ax revenue
&0

40
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SourMieni stry of Finance, Budget and Accounting Bur.
(Government Draft Budget for FY2024), p.3

But of cour se, this trend cannot continue for
always a "redempti om'd waiet ianmmgo ufndr otf hene,deanpt i on
payments will continue to increase. And, to our
in reality is becoming to redeem them and pay ir
Al t hough t he Fiscal Law sti puwulnacteess sthhoautl dt hohee
"accounted for in a unified manner in the gener .
accounts"” formul ated for vari ous reasons, and t
twice that of the gener al aceoaht anhepefconmée, awe
(excluding overlaps between them), and then have
and borrowings" is 91.2 trillion yen, whil e thi
i nterest pay ment and redempevboussfiBdc8l tyeat'i s
were 106.7 trillion yen and 92.7 trillion yen,

di fference between the two has certainly shrur

approaching a situation of "paying back debt wit
Of cCea, this should not be the case. I n gener
originally all owed only as "construction bonds"™
money | ater, are now changed to be issued as “z¢
Howevevre,n et t hat ti me, it was stipulated that
redemption," but this was changed again in 1984
Government Bond Law" to stipulate that "efforts
redemptmuwenh asss possible, while taking into consi
the country.” This change was the beginning of t

back debt with debt."”
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3. Unsustainability of Debt Service Due to Debt

l't's trueftwat"pagnoff debt with debt," this re
"EVQ EAOEM | 6 DE OQ

1 QQQA4 ETERRE U Q1 £ 0L QAIQERE 0 Q) DddQE o

I QQQa4 ECAR'GE U Q1 ¢ R Qi

DROROO6 a6 Hhde EHMOE U Q1 ¢ dOE@DNE 6 Qi Qb @

I f this condition is not satisfied, taxpayers I
of t he gdwerdssmeamtd i ts interest paymemits MBgr mulca
can then be rewritten as foll ows
"MVEV QI EAOEMT | 0 @R @AOHO 00 0 Qi Q& WMQE L QI ¢dNEQ

WO QI OV H WO 6T QW
P MQEVQI ¢DQEM | 0 B @ Q00 MADE 0 Qi QO 'Q
Since tthaendigihde of this equati omeigsadl wgys npo

that government bonds must continue to increas
interest rate, but it is clear that this cannot
term. I'n the case of Japan,bdddwss e otnlda tp ompu li ast ivc
continue to decline at an average rate of 1.1% f

QE O QI E@QEM O QI RO VI tANEQI i 0 ®WONO Q
QwéE@QI €000 Q

For exampl e, i f we assume that the current eco
the average maturity of JGBs is 10 years, this
is 0.9568% or | ower . Japtanr st eggoweaes nrmeing e d ofnrdo m nQ
|l ast January, but it is certainly stildl OK. Thi
has managed to get by with this approach for mor

However, this situatiobonrwbebdwbeel osetreturnten
j ust after the start of Abenomics, rather than
bubble I evel) of 8% shown in Figure 1. I'n reald.
only be i mpl ement ed swhweed,newhiJcGBsusauweael |y takes 1
should be no choice but to accelerate new issuli
unsustainability. However, there is no way that
mar ket at such a spampan wiol It hev Bmatnikalolfy be forc
additional JGBs, and the possibility of hyperinf
we should understand that the strategy of "pa
fundamentally impossible.

To té@&kl truth, however, what this book really h
of this formula is that the population wil!/l rapi
projection, | estimated a future popealaesoht of
of cal cul ation was 39 million. | f S 0, our guest
popul ation can bear the debt which wil!l be much

young people are opposed to the "rneacteinotn aell edcethito.n"

9 When the government bond issuance growth rate is g, the interest rate is r, the average maturity
is &, and the amount of government bonds to be redeemed at the time of issuance is B, the given
equation becomes

6 p Q 6 16 p M p "Q P Q nann p Q
This inequality can be approximately transformed into the above inequality in text.
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in Tai wan, a new “youths’ party?”: People's Part
it

s main policies and made a great |l eap forward.
Thi s i ssue comxrednsi dedeoflethis inequality, t !
government anedt AsSsyou can see, the right si de
positive, whi ch means that the JGB issuance 1inc
rate on JGBs, which means that JGBs must be i sst

I n fact, otfhel GBnauwntuance cannot exceed the (nom
the accumul ated amount of JGBs exceeds GDP fo
Japan, including babies, having a debt of ab
uadGB8sofcannot exceed nominal GDP. for this s
ds, the JGB issuance increasing rate must be
ow the nominal GDP growth rate. That i s,
0 £ & QEODEA £DoMo Q) "0 | 6 dE @WODMO QW "0t o Qi &b 'Q

However, in retrospect, the popul ation wil!l de
100 years because thel pbpul3®&t imonlimn212®G wt her
GDP wi ||l be constant by the year 2120, the rat.
greater than the bond Hntleés!esltt rwatlel abned ilnepsoss stil
words, our econolmg. i s unsustainahb

Certainly, even in this case, if |l abor product
than population decline) and prices rise, nomin
i ncrease in government Dbond issuance ndanieaxi st
fact, inflation is intended to expand that range
here is that inflation means the cut of real wag
overcome this difficulty is ¢$o, pandther bhedmor en
wi || be a high possibility of the hyperinflatior

The current economic situation amplifies this
currently struggling with id stsheegubatkohooftivg
monetary policy" by raising interest rates undel
It shows that the Bank of Japa# nifd awaromyiimg takeou
of economic theory. &minc smama exmgarntsinealelcyonbe d
ti me?

— =

4. Controversies over the Debt I ncrease Theory

I n fact, the feasibility of such exquisite ecor
f contenti on, and there are stronigssadamcaten o
he | eftist side. They say that the economy wil
yperinflation, but fiscal spending cannot be s
he Diet, and government statiystiiscson ot haess seesrsg a
yperinflation are inevitably released only aft:¢
o there is inevitably a time | ag.

Il n addition, it takes time for the government
a decision baeerdmemt thhtatgiosti cs, so even if the
interest rate is adopted, it owi |l fail unl ess t
hyperinflation, at | east in the past, has nev.
mani pulTahtei orne.a l macroeconomy is not as manipul ab

However, a more significant point is the <crit
Oki shio, who established mathemati cal Mar xi an e«
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view of t ree Iweabsorb asshead on t he relationship betw
insisted that the main problem of Keynesian pol
by the inflation.

I n fact, Christopher Si ms' "Fiscal Theory of t
MMTas a theory of fiscal deficit acceptance, ar
causes inflation. This is because when interes:
macroeconomic equilibrium formed through the exp
in society wild.l cause prices to rise just enou
i mportant point here is that the acceptance of t
This theory cannot be called "Keyotséaqui ltihkoi v,
but this characteristic is completely same with

pl ains that i f such a situatiomfbaabseni wodlag
occur .

t'’s true that the MMT theomyt lixamil Biems behewr @
t is concerned with i mbalances where unempl oy me
f the current "labor shortage" situation due to
ot assume a price phetedyecahatel wouktdtbembudget

percent price increase target, as assumed by
heory also follows the "Sims Theory" way of un
nd balance sheetshhdultthebeesiumauwp basrkan "integr
herefore, Abenomi cs, whi ch began wi t h an e mj
interdi mensi onal monetary easing," is understo
hought, the "acceptoawmlcke mdt fhecal" mMerfdtcartys "p clhi
ol icy. It is clear that the "Sims Theory" and
ramework in this sense.

However, the more this is the case, the more |
egr eesh,i kpersi caer e still the key point of the theo
argeting"” has become a popular theory under t he
t is always said that rising prices aree a good

or the Japanese people at | east after 2022. I n
the first wage increase in 30 years" |l ast year,
of fset by the 3.8% rise in peicceaserestul isngmpor
consider t hat the relationship between the pri
i ncrease rate is the focal point, -laanbdo rt hsahtariess w
are condensed. As a Mar x3hsito egowinrotmé ¢ tt, hiPs od ets.sor

5. Who Profits from the Massive | ssuance of Go v

However, it is also i mpaopistagmls tbahobtesbhaal Mat
emerged by shifting the burden to the people t«
(chapter 24 of volume 1 and chapter 30 of vol ume
points out that in the fiscal year ended March
30% of the net profit of the three magpbr megab
government bonds and ot her securities. Il nci dent
banking industry, whi ch at t hat time could no | ¢
operations due to | ow interest rates Ni &keaithe M
Busidiegist al edition featured this article as its
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However, of cour s e, such trades can someti mes

"l osses” . For exampl e, in FY2022, the | atest yes:
of JamPBame&ksd published online by the Japanese Bz
banks posted a | 0ss39af5%¥ &G3.t%h ebirl Inieotn,b uosri nes s
interesting fact, since it is thoughto t owee t he
JGB prices, but prof. Yamada says that if we wan
it is better to analyze the Bank of Japan's fine

See Figure 3 below.

Fi gurTea ehds of Bankalofl alsasp afnresm cJa@B tt rading = pr
140000
120000
100000
80000
60000
40000
20000

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
SourBcaen:k o,f¥ ada(Pzahm2 ) 111

As can be seen, except for a slight decrease
consistently increased since the hatarntthief fTAene
reported as "losses" in the Bank of Japan's "fir
the capital l oss that occurs when the Bank of J
sector and the governmente plaoymsd o nwlyen hteh d ya caer e arl
while the purchase price is the market value of
when the private sector sells JGBs to the Bank
Therefore, this affiliiatitoon tbheec opmeisv atthee stercuteo rb efr
bond trading.

6. Concl usi ons

Thus, the main argument of this paper was t h:
due to deficit financing has resulted in an unf:
al so inahbhl é aspeci al share for the financial i ns
know that it’s necessary to discuss this issue
exist in society.
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I NSTI TUTI ONAL AND STRUCTURAL EVOLUTI Ol
FI NANCI AL SYSTEM: A CRITI CAL REVI EW (
CRI SI' S LI TERATURE

Shaun Ran®&rY¥go HMyub Yoon

Abstract

This article reviews the I|iterature on financi a
Financi al Crisis (GFC), of fering a <critical co
approaches. Thereohwaemgtilgnal tiri betatsuthe GFC to
| apses, and irrational behaviour, focusing on ¢
Whi |l e val uabl e, t his framewor k of ten overl ook
transf otrhmatt iroemssul t in a financial system that s
alternative I|iterature, drawing from Post Keyne
perspectives, of fers a more compt elcan siesse Uurhdke
approaches focus on the endogeayauali dalnaex gectodt
declining risk aversion, and the evolution of fi
uncertainty. This attionlse thantveeyxsplloey ¢ bmt rriodue
deregul ati on, the rise of shadnawabankicmg, t ahtdsH
concludes that meaningful insights into financi s
are hiystgorroiunaded, institutionally infor med, and
Rat her than seeking definitive predictions, t he
il l uminate evolving sources of fwauwlitliimygt ealnyd o al
for a more pluralistic and dynamic approach to c
nature of finance in a fundamentally wuncertain v
Keywot&ds Fi nanci al System, Global Financial Crisis, H\
1.1 ntroduwct

We are now more than fifteen years from the
(hereafter GFC) and Great Recession; the most de
economic downturn to occur in the United State
systemic banking contagion that l ed to the Grec:
intervention from the Feder al Reserve, US Treas:
of massive quantitatiideebaasiong, od $hWetadmpvpanci al
coundgyal i cal deficit spending, the Great Recessi
Second Great Depression. Even wi t h extraordinaea
monetary authorities, the Great-l Rsdcengi droktl 00Kk

US economy. US Gross Domestic Product00®DOP) dec
while the GDP growth -craitei sildeneksreatihi 20p8e T
rate rose from 4.7% in 2006 to 9. 6% ebygw2DRh€ and
l evel prevailing prior to the crisis.

10 University of Denver. Contact: shaun.brog@du.edu303.871.2685
11 University of Denver. Contact: yeohyub.yoon@du.edu 303.871.2685
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Mo s t are familiar with the events of the GFC
expansion of credit extended to borrowers throug
to peak in 2006 and beurpsrti ciens 2dOrOo7v.e Faanl |iinncgr ehaosne
rates for subprime borrowers that translated in
and | osses on structured finance securities. B e
Brother s, three of hehemolapggget mprigersriepotted
and | ost the confidence of investors and | en
Morgan with generous assistance from the Fede
by Bank of America,, ammdalhled mam fBirmmd ha&erlsuyer, fi
September of 2008. I n short order , Fanni e Mae
and placed in conservatorship, the Feder al Reser
for an emergen8y binfjlecomonno€ta@gital, and the Re
ol dest and | argest money mar ket mut ual fund in
Sachs and Morgan Stanley converted to bank hol di
ofl asésort falce |l Wacksyi avhand Washington Mutual w
the hands of Citigroup and J. P. Morgan, respecti
in assets failed between 2008 and 2013; a statis
Feder al |IDewmasintce Corporation (FDIC) receivershi
were hastily merged with sbraolgetr ifnvenst mOnt t han
two were | eft standing in modified form.

The conventional economi cFCitemndas ure fdrame att lea
n nfortunate confluence of events involving a
ai ur e, and irrational exuberance. I n t he su
ncentives are identifi eadwtthhadf | lean diganagt hteoy el xopw e
owers who were driven to purchase homes by
re trajectory of home prices. I nformation
ers of subprimeaseoagesq,geamsd itmeectredst Minimnm
irements were set-wdiophtleadw,asasmred st hagpr oakh
isite capital l-epy ed fstAAARAdwetdr iotuneldufl dance
not, in fact, e mb ondeyn tt hsee csuarnmiet -greigsek Mamse n dgouvaestri
cture of Fannie Mae and Freddie Mac all owe
erously highsHeetellsewdr ébgpd aanrcce dri ve some of
ri me mortgage mar ketangleh e o3end wsrsii toirefstf oarkd aE xh
oach to the regulation of iIinSesameht adhhawec
stment and commerci al banks to merge for the
l e the conventional ngpprheachFCt odowrsd ear sd @aandl
ing the proximate causes and transmissi
s said as to why market and regulatory
al exuberance iasi @ani @exphawfafti oinerdtor Edre
e eeper causes that |l ead to the devel opme]
e financial c¢crises, the alternative economi
ought, tdhe imherkteitf ifead [luy t he conventional
i ficant institutional and structur al change
etleomgchanges to the characteristics of the
thecoasitcalkti ons including financialization
adnocrei nated accumul ation regime (Guttmann 202
ager capitalism (Minsky 1988). Writers assoc
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I I er nudnidnegr sadfa t he wor k of Hy man Minsky, whi ch
bust explanations of episodes of financial i ns
he GFC also occurred at a time when most econc
a consensus that sevelrendgeédcadepreéscsiroseshacndb@en
the past. Prevailing economic theory highlighte
inefficient nature of overly stringent regul atic
and a belief thatentheer UdS a c'omeownye rhaa’d wher e ef fi ci
priced risk and business cycles and inflation ¢
efforts of t he Feder al Reserve and Congress.
conventional e c o nodmiocf tah eseevrgil cilugst iirmen .n elEor thi s, \
l ook to the assumptions used in the economic t he
identify the cornerstones upon which fl awed ecor
This article is diVSieccead oinnt2o rfeivi ee wse dthieonlsi.t er
financial <c¢rises generally and the GFC specifica
perspectives. I n section 3, we provide a critic
view to discuskimgi hseren@ami asdoheterodox approa
crisis and subsequent changes in the regulatory
Section 4 discusses assumptions and theoretical
i mplicatioesreeeafochuon financial instability.

2. A Brief Review of the Literature

2.Conventional Economic Literature

The economic |iterature dedicated to wuntangl:]
evolution ofvakreiyabfliensanicdeanlti fi ed as either proxi
mechani sms i s extensive. The brief literature r
portion of the information availabl e. From a ¢
theoreticabncdesaktsuwitth a combination of mar ket
some degree of irrational exuberance. Much of ttF
to documenting the proximate causes of the GFC ¢
nat ofefinanci al instability. I n this sense, a c(
has been el aborated by numerous authors includi
Bernanke (2015), and Blinder (2013) who have d
c hnag e s i n |l everage, securitization, and credit
consumption in the form of popular books. The Fi
Crisis Inquiry Commission 2011) provides an ext
varlia® and is a cornerstone of the conventional
A more detailed analysis of | everage cycles car
Rei nhart and Rogof f (2009) , and Schul ari ck a
comprehensive stud®yicecf avlae lmibse o6 o@®DAcharya et
and Richardson (2009b), Gorton and Metrick (20
dramati c incrdadbel i moptgagee securitization and
devel opment2 008 thhoeu s@rregS hbiunb b(12009) devel ops a con
of the retention of structured product I iabiliti
desire to util iszhee est|l accakp aicn thyal aAmschecr aft and Schu
seven key tfhrea cda ouwrsi tiinzati on paradigm that | ed t
regulatory failure perspective, Pozsar et al . (
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banking activity and the dramatic increase in sh
e

t

Shin (@&ES)s th i mplications for financi al reg
shadow activity. Acharya et al. (2011b) anal yse
Fannie Mae and Freddie Mac, which were instrumen
weakeng the financial secpoms arsed herstei tgioeve r monelnd
the crisis.

The economic | iterature that focuses on exami
financi al regulatory architecture andl policy p
extensive. Allen et al. (2012) and King and Tar
international banking regulation provided in th
assess the potenti al costs of i hck eficedsygapée mniat
risk, respectivel y. Acharya andFrRanckh akdtsoand 2i0tl
ability to attenuate systemic risk, while Hirtle
analyse the relative mer i tat eod wsittrhe stsh & efsrta nmegw carn
and Liang (2019) assess the impacts of stress
institutions and conclude that <capital buffer r
capital ratios for bankethodldi ng28dbimppanimake acbar
for the use of contingent <capital in liability
(2011) advocate for incorporating metrics for ¢
deci sions

22 Al ternati ve rEactounroemi ¢ Li t e

Less conventional assessments of the financi al
schools of economic thought. Brunner mei-er et al
interest i ncome as a main source of rriesskenue ar
Brunner mei er and Pedersen (2009) develop a mode
mar ket ' iquidity and funding | iquidity for fin
operations. Montecino and Epstein (20dM4ysiasnd Mon
of i-fnitnraan c i a l sector |l ending and the implicatio
formati on. Crotty et al . (2010) develops the n
component of the GFC and Crotty (20s@l9d)vedel ves
culture of financial firms that enriches employe
producing financi al instability.
One strand of alternative thought emphasi zed
I fl aws i n tturee ntehma tf icnoamtcriiab u taerdc htia eicn c
I n addition to an accumul ation of roi
, Crotty notes an agglomeration of per\
d ‘rrae ntmlakter é n cwken angteadksdhgorat t he expen
rformance. I n another strlkeydn eshiagan ¢ oml
t, Palley (2012) pl aces the root causes
tagnant wage qriawt H nemdi awiide weakened aggregat
ates, creatingdrikWenneag¢gamsrli ohhesbt This ‘' destruct.i
arrative indegatasi omabofréeéehe financi al sector
sufficienobrcomndianicomal f stability.
The St r-Kiey rueg sail an anal ysi s i s allgmenteaedi dmalm s
perspective by Kotz (2013) who documents the t
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regul ated capitalism to neoliberalframpwbalki sm
juxtaposesr Kgyhatiami st orthodoxy characterized

bargaining, product and job safety, #aadkgntogr ess
i deol ogy of deregul ation, capvegran hd ratb.ou$ p ewoinffil g :
deregul ation of the financial sector in combina
was i nstrumental-f uenl edr ievxipnagn sd emts , eventually

housing bubble of the early 2000s.

Ot her al ternatiude tthhemersoliencaFueshareé@otderon
financialization in creating conditions conduci v
of financi al crises. Lazonick (2013) pl aces th
widening inequaPatyegi §620488¢dabdg Kotz (2013) 1in
of business managetermopmaki mBzandhehare prices
investment in favor of shadeebluybdcksealThenl aak
wage gr owt hf awetroer sk eeyn devel oping the demand pool
rewards -fermsherformance encouraged rampant spec
Stockhammer (2010) discuss the role of financial

increasiagcitdle ddétfivnawyciodl nomr porati ons, and e
toward shadow banking activity. Financializatic
wei ght of financial versus real activity in the
the fisantbal than the real sector produce mor «
corresponding busts. Crises generated from with
than business cycle downturns caused by real dyr
From an I nstitutional(iztl3pergiprees iavehi sModrfysoaf
devel opments in the institutional structure of t
in regulatory arrangements that <contributed to
were relatively meagteriicnt etdhecoenpa&t ofi on, compart
prudent i mi4takiogs engendecedaby Depheepowison regu
architecture. The replacement of the postwar sys
of | diadgez crmpeaetteéd iavecoenvironment that induced r
resulting in increased concemarhkhetondaobdoghaldbiv

regulators to the dangtesmofmseandi unmani ooy ed !
activity whiechGFICed t o

Several authors have commented on renewed inte
following the events of GFC. Davidson (2008),

(2008), and Wray (2011; 2012) note deseaiphions
publications, and economic literature referring
mo ment '’ or Mi nsky <c¢crisis while placing the an
early 2000s. These authors are keeheooi ptoi andou
viewing the subprime crisis as a straightforwar

mar ket foll owed by a collapse is too simplistic.
emphasize that in certain circlesgandertestt hien
devel opment of financi al instability needed no
the GFC as a Minsky moment being too simplistic,
that thhe dilfd nanci al instabivertwaw $bogkd bé meoh
and focus on broader developments in the financ
Wray (2011), the GFC is the result of the trans:t

monewanager capitalism and ebée thosgbhtobfths GEC
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since the early 1970s. For Palley (260y@)e ohe GF
the interaction between cycles$ad&fi ngegwhatcodr pl afyfs
alongside basic Minsky cycl es.

From aettihealr perspective, formalization of the
been undertaken by a number of heterodox econo
Mi nsky’'s insights within dynamic macroeconomic
devel ops |la geywltihc anodel t hat introduces financi
framewor k, il lustrating how investment cycles ¢
Tayl or and O Connell (1985) similarly explore t
Kal ecki atn, csomawixng how debt accumul ation can unc
Gat ti et al . (18PoWw pobesentemat smmod &l t hat capt v
buil dup of financial fragility in corporate sect
et al) 2008d earlier model s by incorporating i
demonstrating how financi al instability interact

a new di mension -tyi medetyalgeseibm t he housing mar
fdaure of modern finawpg, aRyeoi c2613) ni mt ¢ ot Ahoevs f
|l everage, and endogevamawvwes friasnewiomko &i hkhgg fina
broader structur al transformations kKmammerital is
(2018) provide a comprehensive survey of for mal
them into typologMesskychKals&kdral &4 kniswkiyn and

Mi ns\kebl en fraemeewbrkefl ecting different theoret
di stribution, investment dynamics, employment <cy
I n addition to the contribution of Ryoo (2013
Guttmann (2016; 2022), Palley (2011), Wray (2011

oft he renascewacvee ocfyclleng heory in the I iterature
expanding |iterature emphasizing Minskyian dynail
|l omnwnpave cycle theories of Kondratieff, $ohumpet el

Il ey’s theory -offyctbeaMi asiwgystupeframe the deve
GFC. Guttman (2016; 2022) anawvwygsescydhlees i n
vided by Minsky in connection with iagtcumul at
dition and the French Theori e dceydlae Rehgeudraite so
Palley (2011) and Dafermos et al. -w@@®23) fra
| es, considering broader shifitenaln snacu ®tewwroa®:
regulatory paradi gms. I n particul ar, Pal |l e
endering an asymmetric |l e of economic gro
onger economic booms iti ongdcdheonetcioualt er
structs highlight the ging institutional
the United States since e Second Worl d War
endogenous financi al i ns bility.

From a -oproileinctyepe cperv e, Post Keynesi ans have d
els of financi al regul ation that follow | ogi
endogenous finance. D’ Ari sta and Schlesinge
) presentr na fciansaen cfioarl wnreigfud ati on based on
ed to sectoral classification or regul atory
i ght the need for dynamic regulation that
m. Thresme worl k< yf ift well with the conclusi on
ding the endogenous generation of financi al

® O

S5 T Qoo

c
0
h

Pa
t h
pr
tr
i n
cy
an
en
st c
co c
i n

of

mo
an
(2006
oppos
hi hl
syste
regar

Q QT OQ Q

39



evolution to keep pace with institutional ch
basedrvesrequirements (ABRR) frameworlkadsdedat di
capital standards (RBCS) approach and could pot e
whil e working as a countercyclipalcetabeti i ogecl
This framework would correct for policy asymme
intermediary that holds financi al assets and al
choice in the form of margin requiremenitenon sp:
of the macroprudenti al authority.

3.Critical Assessment

l e it is important to document the proxi mat
he GFC and develop policy recommendations
cienciesoriyn atrhcehirteeguluate t hat prevailed prio
ysis appears to lack an understanding of th
ges that built up in the US financi al syste
rtunnfatuee nccoe of event s, with antecedents that
ar ket failure, regulatory failure, and irra
i mpression that financi al crises can be pr
rmati on asymmetries are reduced, and regul a
ocus for aligning incentives and eliminati ng
mar kets associated with proxi matieomaogses of
|l atory arbitrage is confined to the institu
crisis. Thus, the conventional policy presc
t al standards, designating a Imaawsr oipmuddeért i .
ritization paradigm, and | imiting propagati ¢
ater al l inkages, di sorderly Jliquidation). )
ovements on the regul atory arcthittheatt utrlbee rbeux
ncial <crisis is unlikely to originate in the
of institutions as past <crises. A more robu
ctur al change developsyi seocemmesdayi 6os ©Thaf
relevant in the future.
this sense, the alternative -i ihmhaerrka.t uFreondev o
mpirical perspective, economi sts have demon:
i nancpgal mesgbht dmeper than proxi mate causes.
king and reliance on +fevenmestge meroantei o mdfi can
k that caused the GFC need not have come fr
easeinmn onfargafety, dri ven by sanguine expe
rated from complex statistical anal ysi s, co
k from another sector. It is unlikely that
i edzaraddhya to a myriad of institutional arran
er to contain such a shock that occurred in
From a theoretical-dereirwsepdecmodel, s Miaas&kyal |l owed

understand the dynamincasncef aemdotgheen oiumplfi cati ons
stability. Kregel (2013) notes that many had pr
c
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entrepreneurs. However, in the context of endoocg
recognition that t heeregcoodniocmi cMisnyssktyeina ni sa nnaolny si s |
framework for under sigamdi nogfd dseacfleitnyi nggs mamvestor
outcomes <closer to their mean expectations in
evolution of the US financi al system appears to
in Mi-hskiyved models wibhs tbfe EBkpaothal actors
optimistic the longer financi al mar kets remain s
The revi wadvefcyowlngg t heory is another promising
Several aut hors have noted that tthrea nsseietd so no ff rtohm
the more reGukbatedepoession era to the neoliber
Studies focusing on changes o the regulatory
regul atory arbitrage so p
at gained momentum in t
Mi nsikcywcéseperwhi ch com
i l'iterature on en
evolution |l ead
di mension that accounts for both <che
y of regulatory cafpitmarmci dlt iadmsmv ateiveoe
ions of risk play an i mportant rol e ir

t
reval eunmuliant i tvlee ceérarnigye s
he ideol ogical shift t
bines various theoreti
dogenodys diyinmanmn ce modepr «
Ing

n to systemic financ

D

c

a

b

r

u generate a shock to t he -sahseseetts .s iTdhee o f
ory of t hecyMilnes klya ctuspaeara Idyegias | ef t he driving
itutional changes over  onger cycles and h
cteristics of the financi al systlamk Mor eov
ci al i ntermedtiiaomesnrggaater edabarh in orc
usions with regard to how conditions produc
op.

alternative |iterature dedicated to the na
shared praosdpetrriatnys,i ti ons i n the nature
of research focused on identifying dri
severity of financi al crises. Whil e th
monyemanager capitalism, and the trend o stagnan
i nequal ity may, in fact, represent forces t hat
dynami cs, a full exploration of the links betw
capismlin the United States and the devel opment
Mor eover, while the aforementioned progression
structur al change, the question remains whet hel
capi taaclciusmtul ation is a necessary condition for
transitions merely accelerate and exacerbate the
emphasized in Minsky’'s work.
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4. Theoretical Approaches to the Financi al Cri s

I n order to develop theoretical model s of fina
characteristics of the economic system in which
neocl assical macroeconomic theory has bgehedtevot
in which we | ive as one t hat is ergodi c, wher e ¢
expectations in the presence of perf ecvterisnef or mat

41



utility or profit maximizers wHd ym&kie wnp tpir mabla bd d
di stributions. I n such a system,-aveexrpseicotnat aoneas
exogenous, and expectations are homogeneous (Cro
degr ee -aovferrsiisokn change dur i ngwabves icnyecslse scy cllne se rog
processes, “economic relationships among vari e
i mmutabl e” (Davidson 1987: 148) , and “averages

not be persistently different fesdim(Dheidsma 496
132). An ergodic economic model cannot exhibit

agent choice (Crotty 1994). This is the world of
(1970) , wherein the optimizing bbaeapiresenckt et
information generates equilibrium outcomes that
is only disrupted by exogenous shocks.

However, the economic system in which economic
actuall yi sopehata&cterized by a multitude of deci
scientific basis on which to form any cal cul abl e
“we simply do not knowA TKegniese 1lOEKeRmelksabvirl itteys
extehyi wen the difference between measurabl e an

which the former can be assigned probability di
judgement, intuition, or subjective probability
off undament al uncertainty, we do the best we <ca
constructed and form a ‘weight of belief’ in ou
of conviction in the conclusions of our analysi
the event wunder consideration is far into the f
of belief in our probability assessment conditi
conditions, a rational economic agehtdeaystcbonsse
at all; however, the urge to human action drives
our |l ack of conmakthgnpiocdgesési on

I'n hiQua®eBeérly Jouramdli cofe, EKerymmisc st ates that
our facaesi amsal , economic men” we : (1) assume t
serviceable guide to the future than a more dist
of opinion as expressed in prices is correct:; a
i nfmed and fall back on conventional judgement
convention-markidgcicainomgener ate periods of stabil
conventions can anchor the expectations of e C(
propowotfi amdi vi duals continue to adhere to the <c
summari zes this phenomenon by stating that a " c

be compatible with a considerable measure of <co
long as we can rely on the maintenance of the con
1936: 152).

Crotty (1994) anal yses t he characteristics C
conventionanakidpegi @aisona response to fundament al
(2013) develops an assumption set that differs s

Crotty “the economic outcomes we observe over ti
changing agent s, agqerr spoaefeiemoesat pohski aald, ec
and social institutions” (Crotty 2013: 146). The
make consequenti al decisions are strongly shape
economic system s processes and i estiint usth aomiang
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convention by creating bounds and constraints o

(2013) analysis |l eads to some key aMismsnpyi @ams ¢t h
(KM) models of the economy, namel y:
(1) The futur eknoswaibidheer elnhtel ywournl d i s character

rat her than calcul able risk.

(2) Expectations ar-ey elhidogle.nollseynlde @ame mor
booms, more pessimistic in downturns, and wil dly

(3) The degirsdesreafsiamgnents rendogenousayv ergeatisn bec
a bubbl e amnadv enmmosree irni ssk downt ur n.

Financi al institutions strongly affect the
|l ex agents whose incentisveanhdi cfoosma@i on ss & f
vi dual agent s.

5Fi nammair&klet decisisesepstarf f eat c amad and conver
interactive, dyepmindentangr paths. Future cash f|
agents’ current financial decisions.

Thiasssumption set is essential to understandir
instability. Endogenous changes in expectations
cycles of i nvest ment , whilaveesdogempowsy okleaned i
and ctturual changes that shape the fabric of the
structur al changes that take place during | ong
dramatically affect the performance foifnancniaanlci al
mar kets and the real sector has profound i mplioc
analyzing the GFC, devel oping theoretical model
regul ati on t o-i Pgerwvemdt i‘omrncefi nancriaamount i stehsa,t i
researchers consider the dynamic nature of conve

e
I

(4)
comp
i ndi

(

structural characteristics.

When speaking of financi al crises, Mi nsky, p a
saying that ‘one can tmevaar tswmiep.i'n Byhd hs ame he

specific characteristics of episodes of financi
factors that are unlikely to be identical. Futur
characteristiomstheatGF&€i, f fwdn chr di f f er from past

financial crises seem to share some similar char
and transmission mechani sms change substantiall
gener al ioAabtiHed tgoncl usi ons reached in both the
|l iterature. Hopefully, the theoretical, empiric
contemporary econhomists can provide a guide f¢
tendenci es Riolwiatrd amdtltaow to construct regul ato
enough to evolve with the perpetual evolution

schol ars and policymakers alike must remain i n:
assumpt i oruss, imauwtriawi ng firm conclusions, and at
evolving financial structures and fundamental wun
of crisis and regul ation.

5. Concl usi on

The GFC has served as a staokipramendgri ofetbec
theory, regul atory practice, and institutional

43



provide detailed accounts of the proximate caus
crisis, these explanationsshavwetafaéentnagbéot ed
the financi al system that enabl ed such wvulner al
heterodox I|literature, drawing from Minsky and Ke
nature of financi al i nst dhiyl ibbeyt weerech tfthemadyg naimi
institutional structures, and real economi c outc
Al ternative economic l'iterature has mad e sig
understanding of financi al crises by-l svhglf ting

dy s ftuinocn s t o t he underl ying institutional and

financi al system. Building on the work of Hy ma
theoretical models that highitalgihngt hehendyglkinoalk
of manrsg o f safety, and the role of evolving ex
constructions reveal that financi al fragility i
regul atory gaps, but the product of systemic dyr
of lwarwvge cycle theory has further expanded the t
crises |like the GFC to the broader ideological

1970s with the transition to neol i berhalsiiszm. Mo r
the central-bamk ef iofanrcaml insti-takiopgs, fpnapci ¢
i nnovation, and regulatory asymmetries in gener
more comprehensive account of how sgsesitegisoyi sk
they challenge the idea that financi al crises ¢
addressing the proximate causes and transmissior
Minsky’ s reminder that one can nevetrhasnt egp i n t
poetic observation; it is a methodol ogi cal i mp
specific events shaped by wunique <constellation
structures, and policy responses. yfRd duanlnciheéey
instability seems to share certain characteri st
safety, financial innovation, conventions, and s
give way to panic and cr i soilsi.cyFaro erceomad mnmi cr etl heev
dynamic nature of all aspects of the financial s
deci sions under conditions of fundament al uncert
Going forward, t he chal l enegxepliasi nrso te vtea yc rcafitsi a
build flexible, historically grounded framewor ks
emer ge. Policymakers mu st mo v e beyond static

governance capable of respoindmalg ¢lhangeaovadcholnar
remain humble in their conclusions, open to r e\
integrating empirical insights with theoretical

understand and mitigate tchrd sfesr cae g etchuatr i magk ea nfdi n
feature of modern capitalism.
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LI QUI DI'TY PREFERENCE THEORY, CORPORA
YI ELDS, AND STRUCTURAL CHANGES I N °
FI NANCI AL SYSTEM

Yeo Hyudm n¥lodrhaud K. Brog

Abstract:

The objective of the paper is to investigate th
States durlion8g0 tpheer i padst wi th particular attentio
i ntermediaries. Our approach in examining the in
determination is grounded eior yKe ywhe scéhs sleirgvueisd i & sy

framework for asset pricing under conditions of

to 2023, we find that corporate bond yields ha
intermedi ari es@® asaseto/sgcapietfdlecltewngr an@qr ket per cerg
financial deregul ation, while t-herbedberaff éandsT
findings challenge the conventional esewobf i n
monetary policy, particularly within both mains
that effective policy must take into account tFh
Restoring the effectivernesrse qafi rteh e oil nitcareess tt hradt
structure of financi al i ntermediation and the me
preferencdsrsnhamd elsong
Keywoili thd erest rates, |liquidity preference, monetary |

l1.Introducti on

Over the past four decades, the US fi-nanci al
reaching structur al changes, driven by widespr e:
financi al i nnovations. These tr arhsef oirmnsattiitountsi ofnu
structure and operation of financi al mar ket s,
expansion of the US financial sector. The financ
whet her measured by its shar eamd tGhre sst doknecsft ifci |
assets. Al ongside this quantitative expansi on,
broadened significantly, centering increasingl
securities firms such as i nvesxathde nd tbhde@ak krsgn as
intermedi ari es. This period is defined not only
shift in the nature of finance itself, with the
and marakseetd i nter medi ati on.

In this eapmrne wehe empirical patterns of corp
Baa) in the United States during the period si
financi al mar ket forces arising from quantitati:
i nt er meidin agx &mi ni-nhgrmheolt pogate interest rates.
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is the ability of the Feder al Reserve to influe
Reserve has been conducting monetary policy pri
Rat(é&FR hereafter) with the expectation of i nflu
effectiveness is primarily assessed by examinin
ot her mar ket interest rates. This potesty eadafect.i
pagsdhrough, i s consi detrlead kKaemp oaodrmamdn ébretcausfe pri v«
demanadapit al i nvest mentt eenndd tcoontseampffeoated by |
interest rates.

On the theoretical front, we tdeeed ypofa [fir@uniedvi
preference in Keynes's 1937 papers and the wor k:

(198 and Victoria Chick (1992), thatt egeamer al |y
i nterest rates are determined fber emacrek eitn pfairna rcd

mar ket s. Building on this tradition, we argue |
increasingly influenced by the liquidity prefere
their perceived balance shatetoni sWe wiméew fhinangit
as driven by structur al changes in the US finan:«
expansi on of intermediari es’ |l ever age, rapid f
competition in corpor atceulband dmari knegt st.h el nl 9Balrst,
intermediaries remarkably incréaskedorpoermat énv ol
which has, in turn, l ed to asset -—sceocvuerriitnigzat i c
commerci al papef,eranordpddesperatnddegj unk b@nds (Cart
Given these developments, we expect that market
US financial system may have brought about signi
The empirical I i t eriagpt ubreet woere nt h eh dr effl FaRt ii aorinds hle s b g
rates presents mixed evidence. A pioneering emp

evidence of causal-teymrubesmgrbtes ionghe US f ol
from 1960 to 1986,o0fthaekbgegong iheevésew rate de
Feder al Reserve. I'n contrast —7)Atfeismodyl uni(@i0OMN&Q Lt |
causality fromteéehm F&Res 0 dlbingning with the vie
rat e. Mor e r ec ennctl ucda nntgr iPbodtliionn s(,20i08) and Rahi mi

more interactive relationship, where causality r
of the FFR is subject to question. Although thes
they genemrmladdk tove rol e of financi al intermedi ar
the financial system in shaping interest rate s
To examine the empirical patterns of corporate
badeon Keynes’'s liquidity preference theory is
conducted for the period from 1983 to 2023. To
|l iquidity preferences on interest spreads, we i
are affected by changes in intermediaries’ bal a
esul ts indicate t hat corporate bond yields a
ntermediari es’ asset/ capital | ev ernavgees triagtaitoes . |

he changing dyeamiicst efesbngate determination i
articular attention to the evolving role of fin

r
i

t

P

i
changes
I

V

nto five sections. Sectionigyghpightdeyg kegt isttut

in the US financi al system since the 19
iquidity preference and its subsequent developn
ictoria Chick. Secti onaldy sdrse s eenxtasmi tnhH en ge mpiernidcsa
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bond yields and their relationship t-bankhe FFR
financial intermediaries’ | everage ratios. The p
of findings and their broader implications.
2.Structur al Changes in US Finance and Corpor al
The US financial system has undergone remarkabl
This expansion is especially notable in the fine
by measuassetl i kreowt h, profits of the financi al S
the balance sheet | everage ratios of financial i
of US finance was evident in its institsetional s
mar kbeats ed-bamk fi nanci al i nt er madckiad reir ebsa, c &iersleeltu di n
security issuers, funding companies, finance cor
ot hert rnaochi ti onal financi al institutieonssuaherg w
of complex, illiquid assets.

The structural transformation of the postwar U

the balance sheet composi-ihamk foif n adnecp casli tiomtye ranme
During t1h9%8 Op opsetr i od, faitn eomc isatli nud rag geudl t he pr es:

institutions in corporate bond mar-ke88s-, Asos how
bank financi al intermedi aries have substantial/l
bonds. Before 1980, sdepaditomrsy wfeiranchiealdoimi nan
corporate bond mar ket s. However, since then, t
rapidly shifted from t rbaadnk ifoinmdn diaanlk si nt sotwiatr udt inc
hedge funds, finance dampani ecn,d modceuwy! ierys Katok er
The | eft panel of figure 1 il | ushamk efsi nanrecitale

institutions (NBFIs) relative to those held by d
The ratio fluctuat@d6 bienwedr Ge2i acndfrom 1960
Subsequently, there was a significant increase,
1989Q4, followed by a remarkable surge from 1 't
rati o then maintaiméed 2D 1Bi. gtBi heeelt hehrou here w

growt h, increasing from 5.2 to 7.6 from 2013Q2
di splay similar patterns to the NBFI’'s corporate
of the Gl obal GFiChanctihaelr eCrhiassi shbe(fen a rapid and ¢

NBFI ' s | everage ratio.

The pattern of the intermediaries’ asset/ capit
over time. From 1960 to 1983, the | evewr d@e ratio
to 18, and then declined approximately to 7 in
thereafter. I n contrast, |l ooking at the NBFI s’ [
10, but there was a remarkable inc2E& @& ebaffdree 1
falling back to approximately 15 in the after mat

Regarding the patterns of interest rates, as

corporate bond yields and the FFR closely tracke
1980wr.i bg this period, any gaps between -the two

l i ved. However, beginning i n t he early 1980s,
emerged. The gap between corporate bond yields a
morger si stent , indicating a structur al shift i

contr-6FRednd elromngnar ket rates.

51



Figur &r elnds of the Corporate Bond Hol di ng Sh
I nstitutions Rel adathsvetdatboi dDep,ost h®r yeverage Rat
Bond Interest Rate Spreads (Units: Ratio for t
panel ;202380
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Not &he | eft panel shows the radbiaokofi oanpboaht énbbdh
(NBFIs) relative to depowetghyednavetageohesevandgéhea
hedge funds, finance companies,dembrey, markeadti t f umd ®
goversmemtsored financi al enterprises. The right pane

Fedal Funds Rate from 1960 through 2023

From our visual observation, while the FFR con
mar ket rates, its ability to explain their | evel
as spreads have bewbder mover rtgmd. amde FFR has
and fall cyclically, trending |l ower in the |l ong
more rigid and |l ess responsive to these movement
rate-tphaoaagh aomdt peigtowi ng r obas ed arnd eirn anairtketti
forces in dglam ngntleoregt rates. These changing
attributed to the profound transformation of tr
including theda omnapifd texep afnisnanci al intermediary
increased complexity of corporate bond market s,
devel opments have amplified the role of financi i
of financiial dmdarek enitseirmg ilndreg est rates while re
influence of the Feder al Reserve’' s policy rate.
3. Theoretical Framewor k

Neocl assical eckeymd sisamnedc erosrhi cs have differe
rates. Whereas utl m¢e elsotmant peal forces of product
determine a natur al rate of interest, dictating
rate of interest in a way cotmppeatiiold e qwiitlh bfralulm,
|l atteralbyggneunded in Keynes’'s theory of 1liquid
the i mportance of fundament al uncertainty and
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composition of stores of wealth. The original C
referslesore@a to hold a greater part of the wea
fundament al uncertainty. Changes in the state of
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0
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k of confidence in the future change of the
ction of changes in interest rathangeSi nmne p

rest rates, which wil |l thus affect the wvalu
ire the Iliquidity premium to forgo |l iquidit
rest rates could al so i nducctei opne oopfl ei nttoe rsepsetc
ges, which coul d, in turn, resul t in invest
ing on -aermsentaréovngrat eGenedoanwavTelhreroakyey ne s
y address the role ofthanksmoheygucdeatyi omepx
rast, Keynes (1937) hi ghlights t he critica
vior in determining interest rates. The mai

n and Robertson’ f1ec tbiatnikgunegs siysttelme (mwlte dafe
t agentod seaxvi ng) for nonfinanci al firms’ i nve
key to a successful increase in the | evel 0
uidity preferendess rwuwdlled omowerdiesi aabl e manne

e autonomous factors, such as market ri sk a
i
f
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| abl e innovative practices, are the wunder|l"
erences, whidét eviomil de time tdirmecti on of chan
ket interest rates may (or may not) change af
financial institutions. However, i f they do,
ch isbydrliivgeunn di ty preferences of-ffinamaacciadal [
ms, rather than a saving constraint on the be
tiers may strengthen their ' iquidity prefer
amd, conversely, relax their ' iquidity conce
sts aggregate demand or i mproves6:ov2e2r8a)l.l Aodsusi
esul t, the direction of changes in interest r

Wi t h thndgd, i wemfurther consider the shape of 1

q
i

c

0
p
a
r
n
t
r
d
S
e
S
0
t

uidity preference schedule in the domain of t
erm interest rates. I6) t Bimp harseigzaersd , t Mo t v a |
orpoabhetchkhg’' K (1937) principle of increasing r
viding a more objective foundation. I n the re€
ansion of business i s no‘tt hbeo uinndclreesass,i npgr idnaanrgiel
|l th position of the ownership as more of it s
m” armde | ower degree of |l iquidity of such a p«
ds . This principlextotfendedr ¢é@asitrhge rmiehlave am e
ermediaries (Screpanti 1997). As the size of
ceive greater risks, which can be understood
' i quidity rilsknceAns heexetana»mosheas i ntermedi ar i
ks, i mpairing their weal th position and pr o
mi um. Simultaneousl!l vy, financi al i ntermedi ar i
k when oper atriamgge atathiogherThliesve mplies that f
uld pay greater attention to the components ¢
erest rates, particularly as they manage | a
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Toget her, otnheofexfpiannasnici al i nstitutions' balance

in perceptions of risk, resulting in a demand f
ratios. This is why we postulate a positive sl o]
peference schedule, where a | arger | everage r1at
reflecting the | iquidity premium required by fir
| mportantly, Chick (1992) investigates the evo
behavigpggestsilng that, with the devel opment of ac
securitizati elm 70isnc & ntthea meadtiear i es'’ bal ance shee
dependent on the asset composition of their bal
beguwmrgteti ng asset expansion and funding it by i:
with her argument, US financi al intermedi ari es h
di fferentials in trading assets and ki gheri rret ur
bal ance sheets. I n this context, we regard inte
primary indicator of their liquidity preference.
bet weer elrommg ates and the FFR tondvi dlea@i msbalndrea:
sheet s, possibly reflecting heightened systemic
institutions become dominant . This expectation
system dynamics, i n which " over tpheer ieocdosn oonfy prroovle
from financi al relations that make for a stable
system” (Minsky 1994: 157). Accordingly, rising
of financi al intermedi arilesi glhtmé miisdh gmagtge misc orf
hel ps explain why the growth of intermediaries’
I n short, our understanding of Keynes’s | iquidi
institutions’ liquidity pneéesecacei sghedohemic ¢
instability. This means that intermediaries can

wi t hout being significantly <constrained by the
increasing perceived mhalhanade slysdtemr idule it thheh

bal amnlteeet | everage i s expect ed -tteor nh amvaer kae tp oisn tté rv
rat es, thus widening the interest rate spread, a
of fset t his posigt iovne tehfifsecrtat iBounialldei f or the exi
preference schedule of financi al intermedi ari e:
highlighting the determination of market intere:
on the theor yf faefr elnicepyi dint whgrch financi al instit
their bal ance sheets to balance expected profi
l iquidity preferences ar e, in turn, reflected
intermedi ariteheiegx pbant ance sheets, expected profi-t
does their perceived balance sheet risk. To <co
institutions require a greater expected intere:
Il i absi.l itie

Maxi mi zing the market wvalue of financ4d al inte
order condition, which represents financial inte
The model is based on Yoon (2024) and Yoon and
interest rate is determined by the financi al i n

and th«#egsmoimter est rate such as the FFR:

"1 00 Al R (1)
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whet@denotes the yield on the laasnsceet sshiedeet so f( oirntk

yielids the interest rate on intermedimrmeséyl i at
mar ket i nterest rates &md sedthiev ailretner nteadi ah é e §F
preference schedul e, whbohofstaepiasseeddedsaai £aghn
|l everaglp amdiohé¢ degree of financi al i nnovation
I n equation 1, growth in financial intermedi a
affect their |iquidityseppahedgebhdet YAprleenwemawelt
because financiwailhhivnet eirncerde aasriinegs choanlcaenrcnes sahbeoeutt
ri sks. On the other hand, financi al i nnovation
preference, therefore affed®Wei hgrmheketassamest ha:
ratios are negatively affected by changes in the
interest rate policy on the size of intermediar:.
Fed’' s i nterest raneouproalgiecyi ntteenrdnse di @ar iee s t o en

i nnovat Wionnsa pwowsi tiivelLBunasi ermpotss equation 1 g

Fi gurel 2t erest Rates and Financi al I nter medi ar i
interest rates: p.T

Lp® LP!

leverage: 1

b L b !
Figuréel@strates the liquidity preference sched
the tenm rate on the vertical axis and intermedi
axi s. The intermedi ari es’ 0i0) uidceiptiyct pr eaf ep @R ic &
relationship-tkemwean esormqid | evetageepldt obs.t hEh
schedule corresponds to the FFR, i ndieadar irmg et hat
equals the FFR.i AAta al ggueatemgwiHARat(hbe #dsso<ciated wi
term intépeosn tateel ( quiditypdpreference schedul e,

Figure 2 also traces the etfdremtr atfesr.i s$wnmp olsee
|l everage ratioa foicr eAacsceosr dfi ngmypecwe ac oruil de eixn

intermedi ari es’ perceived balance sheet ri sk a:
Hol ding both the FFR and the Iliquidity prefere
increase in the | iquidity ptreermmtuen’floecams We a r i ¢
can then consider how financi al intermediari es 1
l orgerm rates through financi al i nnovation. I n

represented by a shifty fpremetrieacied) isgiomailulfbdiaguied
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intermedi ari es i quidd) t yi pdied @ariemg et sath eidutl er e
willing to engage in greater | everage at the sanm
initially pusunedt,donhde yeineelrdgsence of financi al i n
by a flatter | iquidity preference schedule, woul
additional upwar dt eprrnme srsautrees .onT hliosngsuggests that
not automabahsehhtg into wider interest rate sprec
Note that both the direction and magnitude of
depend on the shape of the intermediaries’ i qu
effects of i ncreasead Ilienvneorvaagtei oamrsd cfainn apnucsih s pr
direction. The scenario illustrated in figure 2
a stronger aggregatm ehfesttbanl bhg offsetting
i nnovati on. As iantreag=ewltt ,r attltee spawad refl ects an
l orgerm rates over the FFR.

Before proceeding with our empirical anal ysi s,

and magnitudes of the coefficient-shigbhatefdeaepttur e
and the key deter mi nant-tseroni rtahtee smaorvkeurp tohfe |FofR

intermediaries’ |l everage ratios and financial in
are available upon request).

First, we anticipat ef faecstiigmenfea scsandfl yi mtedruestd re
from the FFR to mait@e® peatiesdj nr éhleepbishg subst a
US financi al l-ahdeuogbecodf pasisent significantly
be observed dsedtontheenoered financi al i nt er me
based on two possible channels: (1) when financi

to a rise in the FFRteewmenwbtoalsl negatéeoeiyg lkaodg
FFR negatpiacelsy lieverage r ati etser mi hrearteebsy. reduci ng
Second, regardi ng -ttéhrem nraatkeusp sowdr Itomegg FFR, as

we expect t hat hi gher |l everage ratios wild/l be

i ncreastsernmongt es gfioren | evel of t he FFR and

Further mor e, for a given | evel of t he FFR and
i nnovatiomnmerom Hatngs i s expected to be negative.

to occur throsigbn t e HRBPRAS, which tend to have
Considering both factors, the dirfeatm amtacefs oharmr
the FFR wil/ be ambiguous, as it depends on the
ef fects.

Overall pioucakmanal ysis of interest rates dyn
section centers on assessing the effectiveness

the -vamgeing componesnawhiafh mar krugppr esent ed by i n

l' iquidity preference.

4. Empirical Analysis

Our empirical analysis examines corporate boni¢
financi al intermedi ari es’ |l everage ratios over |
guarterly dat a. Refl ecti ngr oampierxipealt amad denls d enc &
the markups vargi ngocbmmenents and a constant cc
determination of market interest rates as foll ov
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Q =A+[ a + a +f 'OO0¥%O (2)

wh e rQe i s H#emgn Aatsest,he constant peaits othet he
depository intermeddaadrsi dsh'e INBWdT!I a&/g eh prilasdrriaag,e r at i
coefficients on inter mddiisarti lreesh p @ gegvhe rcaogeef friactii eonst
the recent four decades, fWweanddx,pewkta ksatnrdo nrge dauncde ds i
i mportance of the invariMAnt part of the constant
We follow the standard cointegration analysis
tests for al | i nterest rate series and inter me
Di ckFeuyl | er anRlerPhoinl Itigpsst s i ndicate thateall i nt e
ratio of NBFIs possess a unit root and foll ow an
of depository intermediaries rejects the presen:
Il (0) at the 5 percent signifoectantcesti evale Dwai Ira
request. Based on these results, we employ the
cointegration, i ncorporating corporate bond yi €
intermedi aries and NBFI s, andparhtei dcdwlRar ITyh ea pARMDAp
in this context, as it accommodates a mix of vV a
include the | everage ratio of depository inter me
Next, we conduct t hkeutaad olregr(esRBDLlV)e Wdwnd icoi nt
for corporate bond yields, the depository internm
share), the NBFI s’ |l everage ratio (weighted by

yQ o | [Q A a [ & 1 O0Y B+ tYQ
+B — YOOY +B 1 VY& B 1 Ya - (3)

whev® repr esamtgesc-i ar monmnagt es, |tdceaep tcwreesf itch een
speed of adjust-mentegowhrbdriomg the expression i
| orggn cointegration relationship, which include
depositoeydi antesim | everage ratio, and the NBFI"’
terms accournun fdoyrn asnhiocrst among variabl es.

We now examine how the FFR mhaisntiermrfelsue nrcaetde sl oa
financi al intermedi ari estedetveralymengeag iiors rthanvlkeuwg
affectitreg m ogngel ds.
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Tabl.&8S1Financi al I ntermedi ari es’ Liquidity Pref.
2023Q3)

(1) (2)
VARI ABLES Aaa Baa
Cointegration Relati on
FFR 0.430** 0.416**
(0.182) (0. 462)
Depository | everage 1 0.540** 0.618**
(0. 268) (0.246)
NBFI s’ |l everage ratigq 0.207* 0. 254**
(0.115) (0.108)
ConstAant -0. 0609 -0. 052
(0.215) (0.233)
Lonrgun adj ust ment 0. 106** 0. 123***
(0.0246) (0.025)
Lag I shgubture 2,5,0, 3 2,5,0,6
Observations 163 163
Adj-sgRBar ed 0.349 0.422
ARDL boundsst ate)st ( F 4. 783** 6. 072***
Het eroskedasticity (¢ 126. 2 153. 7
Parameter stability(q¢ 0.499 0.529
SourFceed:er al Reserve Bank Z.1 and H. 15.
Not éseverage ratios are the asset/ capital ratio. The
and ARDL bounds test results confirm the presence 0
and stabinlity in the residuals for the estimated mo:

p<0.05, * p<o0.1

Table 1 presents the results of the cointegrat

financi al i ntermedi ar i eBR. | FRivresta,get hreatd wisnt eqrda tt
of the FFR are 0.430 and 0.416 for Aaa and Baa,
corporate bond yields are significantly associ at
ratios. The eentismadre dd epoeesifticriy banks’ |l everage
for Aaa and Baa, respectively, while the coeffic
for Aaa and O0.254 for Baa. Third, the esti mat
statistiidalclajmtsi drmastl vy, the estimated constant
statistically insignificant, indicating the mar
mar kups. Overall, our findings suggest that, in
beesn gnificantly driven by financi al intermediar
become a key detterm mantesaf | ong

Regarding the magnitude of the coefficients fo
NBFI s’ | everage rafiojenbtenthhte fbemeoeratio ha
than that of the | atter rati o, indicating that a
|l everage rati o has at esrtmm ornagteers irneplaactti voen tloontghat ¢
can betadtitiobbanks being more concerned about |

58



r

atios rise, given the stringent regulatory envi

unit change in that ratio ctoaurdmd rhatvees .a Isn roargter a
exhibit |l ower ri sk aversion due to their generz:
oversight they face, thereby a unit change in ¢t
magni tude change. Further more, NBFI s ar e t he
i nnovative assets related t o corporate debt s
constraints in their balance sheet structure in
Considering the influences of fi naneccitalofi nan ouvnaitti
change of NBFI s’ |Iteevrem argaet ersatciooulodn bHeonsgmal | er t he
intermediari es.

That said, a comparison of average | everage rat
that NBFIl s average 19.tli5 nwiotfh 5a 2slt,a nwhairlde ddeevpio s i
average 10.50 with a standard deviation of 2.96.
|l everage may, in aggregate, exefteram matesptbao
comparabl e changeseposiherlyevetagemedi ari es.

Taken together, our findings indicate that
preferences have played an increasingly import .
spreads in the context of a deregulated US finar

~+ ~+ — =+ D O =N

5.Concluding Remar ks

Given the profound changes in the US financi al
heir i mpadtes momnt engst rates and interest rat
uestion, we drew on the insightas wfel Dolars Myl
ubsequent contributions of Hyman Minsky, Tracy
heoretical framework grounded in structur al c he
We then i mplemented empirical exercigés wusing
023. OQur findings suggest that the substanti al
i nanci al system over the past four decades ha
ehaviourt eofm lionngr est rates and the Whéeening o
mpirical patterns of corporate bond yields are
he | everage ratios of financial i nttehmewdhari es
rom the FERBrmordtomg was relativeloytawea&. offlhe
ntermediaries’ | everage ratios cberemspahnds aodw
he FFR. Our results may suggest that inAtermedia
erm ratest dmrmnm slhioot changes.

These findimgaer tcaanrtr yi mplications for monetary
ef orm. First, they underscore the need to recor
ommon in much of the I|iteratkeymelzotam iemw omaimmn €tst
he exogenetthotddesn a f i nantcdrarh marsk eetm iwhtearee d t
re increasingly shaped by t he evolving stru
ntermedi ari es. I n particul ar, our evidence s h
nstrument forgeguiidi ngardkledan i nterest rates due
ntermedi ar idad’vehevwar&kgues. Therefore, effecti v
ccount the institutional dynamics of the finan
he interest yrategqudha&nmell imaes that address bot
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intermedi ation and the mechanisms through which
shape-tleomgrates.
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RETHI NKI NG | NEQUALITY I N THE EAST
DEVELOPMENT MODEL: A MARXI ST CRI TI G
MAIT NSTREAM THEORI ES

Jiang HBhozheng

Abstract

This study examines why mainstream theories of

persi stdaeaepeminmg of wealth disparities in East

particul ar focus on China. Conventional | i ber al
duali zatiosautandernsetphasi ze | abor npogl iptaire¢ s adand
trut hs, systematidal vgnumrcadei $tadt iancocusnudtae i on al
Empirical evidence (e.g., W D: Chinads top 10%

50% hold <15%) highlightsl edsgngwtclonceé@mmits apaoad
a Mar xi st analysis positing that inequality 1is
intensified by state intervention.

Using a Marxi st political economy approfach, t he
mai nstream model s of i nequality. |t compares Po

| nsdOdudersi der theories with Marxian concepts (sur
reassess their explanatory g¢awer. ndhebhpaWgsi d L

Database statistics and empirical studies of Ch
ground the analysis.

Findings show that | iberal accounts overl ook str
as al lbective capitalist, 6 organizing accumul ati o
|l and expropriation (converting rural l and into
of HDtwattel enterprises. Surenautsi cerx)t rtalcus odir i(vaensd iwn
a structural outcome of accumul ationtoanbanmerely
di spossession is systemic: rur al l abor is expl oi
fuelingiuabaaccamul ati on.

By foregrounding class and surplus, this study
political economy in a turbulent multipolar wor
staxtapitali st regi mesadrdguicte onambvésnhgobeynstitu
Mar xi st critique bridges the gap between politic
relations and class dynamics as central to conte
Keywor dBast Asi gmamodgl , Mamegi sm, power resources, st a

14 PhD Candidate, Graduate School of International Relations, Ritsumeikan University. Contact:
gro0497si@ed.ritsumei.ac.jp
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l.Ilntroduction: from Omiracled to paradox

East Asia has been globally recognized for its
decades. Japan, South Korea, Tai avami, e vaendd , r anpoi sdt
i ndustrialization, integration into gl obal valt
massive scale. This phenomenon, often referred

wi dely praised by international asnsatni tewteinppnsar gu
devel opment pat h. However, a closer i nspection
aggregate economic growth has surged, weal t h h;
capthtodldi ng el i tes, and wealth i n-eugruaall,i tsye chtaosr ad x
and generational l'i nes.

According to the World Inequality Database (20
captured over 41% of national i ncome, while the
Sout h Korea and Japan e X hailbbieti tsiwmitlhar d itfefnedreenncti
arrangements. These out comes chall enge t he ea
devel opment , characterized by inclusive growth
i nherently contained redisugigksti veatebadatneash 1Lt
mo d e | |l ies a deeply capitalist accumulation regi
wealth inequality seen el sewhere in the worl d.

2.Literature and Research Gaps

Numer ous scholars have attsempetadd ht 0 nexquladiin yEd

l i ber al political economy frameworks. Power R e
coll ective bargaining power ; Labor Mar ket Dual i
segment ati-®Ouit siderddrmheory explcoteosnempglyoynmeéni e s
While these perspectives capture partial truths,
of capital accumul ati on, | abor exploitation, an
agent .

Moreover, the dominance" olfi t"adreavted rog mehd lan s st al
1992) often assumes a functionalist interpretatd.
as a neut reanlhanwe Infgarfeor c e. | | eav earcl couonkusl ath © w n s fc
reinforce class dominlatipyn padt idewlpaeml yi nelgam s u
extracted from informali zed, precari ous, and mic

3.Contribution and theoretical position of thi

This paper argues that a -Masxdacsitaltlhyeotried i c@mn c e
sultps value, | abor ali enaftfioems &anmorsd ac ®eh era@nit ad
for the persistence and deepening of i nequality
further asserts that inequality is mant bant iansti
structur al necessity of capitalist accumul ati on,
state capitalism.

By conducting a critical review of mainstream
analysis through Marxi stedt enmsetshredicestualy dceolna
7 1t chall enges the wuniversalist assumptions
interpreting East Asian trajectories.

T It integrates | abor -pnetessttbealyawnt hsmacr c
how surplus omliue etxnuatcunal |y embedded.
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T It redefines the state's role as not merely e
reproducti on.

4., Paper structure

The paper proceeds as foll ows. Section 2 outli
theorimeeqoéality and discusses their I|Iimitations
inequality. Section 3 reconstructs the theoretic
and its relevance to the East Asi an model . Sec
empirical anchor f ecra puintdaelrisstta nidnienggu asltiattye dy nami ¢
a reflection on potenti al critiqgues of the Marx
the i mplications for gl obal devel opment theory.

Par tMalilnstreamyl "Mkgani eés and Their Limits in th

| l.IPower Resource Theory (PRT): Coll ective Age
Anal ysi s

Power Resource Theory (PRT), initially devel op
of sodematc¢racy, is grounded in the notion that po
capital determines the degree of income and wea
theory holds that | abor movements, especially \
unne andeaeribhg political parties, can | everage t
policies, thereby mitigating capitalist inequal:.
PRT has ma d e significant contributions to un
democracies, partocntnreéy, thavédoadlhicewed more eg
than others. Empirical studies have demonstrate
wage bargai ni-dnegmo carnadt isomcrieagi mes correl ate with r
and greater sot¢halormolhioriegy ouhlde pol itical str uc
contingent and mutable, a valuable corrective toc
However, when applied to the East Asian conte
di mi ni shes consiedeaadumpt i ome tchart l abor can ac
autonomowvsaefjotcating with capital on a—relative
does not hold in authoritarian or development al

degrees, Sout h Kdriema ,anfdrld apesrti.snrdcnd-,&CdteireatAloln o f
Unions (ACFTd&Ont solal stda¢eeti ty that functions mor

control than a vehicle for | abor empower ment . [
severely r ecsotlrliecctteidv,e abnadr gai ni ng remains nominal
Mor eover, PRT adsmomersatai ¢ iberstailt uti onal archit e
competition and civil society mediate class conf
Chi na'-sapltibshte model , the state operates not as a
agent of capital accumul ati on. Rat her than res

frequently suppresses t-dietmat iwhnegt heur vtehirlo uagnhc e¢ o
repression.
I n rsthoo while PRT rightly highlights the politioc

tools to analyze how power is institutionally m
how | abor is structurally subordinated hnot only
exclusion from the very institutions of power tF
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I l2Labor Mar ket Dualization Theory: Mar ket Se
Accumul ati on

Labor Mar ket Dualization Theory (LMDT) origina
t hat moderamr kledsort emd to divide into "primary"
ormer features high job security, better wages
atter is characterized by precarity, i nformal.i
nfluentéxapl aii ni n g e ri se of empl oyment i neq
u I
T

o - — —

conomies, parti I y in Europe and Japan.

I n its defense, L draws attention to the i
i in capitalist | mhr kabsyr temiegdiahg yusit
n the working Iass. It has also helped pol
usive growth” trategies that overl ook the
However, LMDT has sevel éeldi miot athieorEaswheeérsiamp d
model . First, it abstracts from the wunderlying
describes |l abor mar ket outcomes, it does not ex
l ong run or whose iIintMarstgs ist asedpwoesnt, Fil amoa s
not a policy failure eortinstatomneéecessary mmecheact $
di scipline | abor, mai ntain a reserve army, and ¢
conditions.

Second, saeag@édnnati on is not mer el ta ilsabaors tnaatrek
engineered, systemic di vi ssi omalemhbhekided sy it etmrh e
ownership structures, and migration controls. Mi
wel far e, deniaed tesiattedcys di sposable | abor inp
reflect not a dual mar ket but a dmadnhaegedte cl
accumul ati on.

Third, LMDT cannot explain why <capital gai ns a
of ineq&Eabkit Asi @&, are concentrated in elite sec
The explosive growth of inequality in China sin
massi ve privatization of stat e asset s, t he
financiadlolfawhowreh fall outside the explanatory

Hence, while LMDT offers useful descriptive to
insufficient for capturing the systemic reprodu
st ataept al i st regi mes. Mar xi st political economy,
| abor exploitation at the center of analysis.

t h
ar
MD
abo
c
s

O o =T

wi t hi
wi t hi
“incl

| 1.3 nsiogdetrsi der Theocent Mves«€iomt aakblact o on
| ns ir@wetrsi der Theory (1 OT)ndibdevkl apdd DeypniAss &no

centers on the idea that “insiders” with stabl e
ref or ms t hat woul d benefit “outsiders,” such
empl oyed. It has been depl oyedy touramplao ynmelnatb
persistence, and inequality in advanced economie
The theory's i nsight Flieevse |l i ni nlsit g luit glotniath g i mic
exclusionary <coalitions that maintain inequalit
where wuniomnipzraott ects insidersawpibltéerxcbbdenged
European | abor markets.
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However, | OT has | imited purchases in East Asi a

weak, and insiders are not politicadrdty idromi cdeamt
class with sufficient autonomy to shape | abor ma
fragmented, enf orcement is weak, and empl oyment
More i mportantly, | OT treat s nrtadiomi nags itnheeq uparlii
obscuring the role of capitalist class strategi e
inequality is not primarily sustained by worker
asset inflation, and Umuwlcatli @rol dwdre sr @ chiagt rfiabvwtri
Further mor e, | OT focuses exclusively on | abor
| abor forms of i nequality. I n contemporary East
are wages and ownershcpudfngapebhl eabatkpegdst ocKk:
enterprises. These forms of wealth are inaccess|
outsiders and are tied to political power and el
While | OT adds a behavioral, liaydractkes Itahbeo ra nnmd ryk
to capture the structural foundations of cl ass
economi es. A Mar xi st approach, by contrast, S

processes of capitalclaemdduimudi@adad.on and state

1l &BSynthesis: From Institutionalism to Structur

These three mainstream theories share a common
through the prism of institutional variation r
acucmul ati on and class exploitation. While their
not explain how wealth inequality persists and ¢
i ntervention, and institutional reform.
A Marxist framewor k idnoseisg hntost odi stchaersde tthheeor i es
hem within a structural account of capitalist d
| abor markets are not neutral arenas but ar
i tal accumul atsiperc.t i Feomtthlei gupgst i on i s whet
|l usive or exclusi ve, but how do accumul ati on
di stributive politics?
This perspective is particularly wurgent for an
a deviation but-facptodadedypfeaa pmotdelr ni zati on gro
urplus extraction and reinforced through instit

t
and
cap
i nc
of

(7]

Part Marlxi st Political Economy and the Structul
Asi a

l L ISurplus Value and the Hidden Architecture of

At the heart of Marxi st polsiutripd alls—tehad meampyaildi es
portion of | abor appropriated by capital in the
mer elet hmincal concern but a structural feature of
does not extract profit through "fair exchange"
l abor , which produces value in excesscapithbkir
expansi on, reinvest ment , and concentration.

I n the East Asi an context, the | ogtoawt@futsur pl u
| owage production regimes. China’s rapid rise as
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n suppressinbabbe wbhsteomaxi mi zing productivity
abor protections, and internal mi grati-on contr
xtraeat iomrplus value regime embedded within gl
omestic capianahiast ®onahdfti rms di sproportionatel
Davi d Har vey (2003) has significantly exten
accumul ation by dispossession” theory. Accordin
ol ely on extractiag !l abopjJustfraomrwagi ngly re
ccumulHl dtkieonpr ocesses, such as privatizati on, fi
ublic goods, and di splacement. I n East Asi a, S L
T In Chi na, massi ve | andveremmdrstig i 6 or by edloc:
evel opment dispossesses rur al communities for
T I'n South Kot eakedhé&aehahci al institutions spi
ri ces, concentrating wealth in rentier hands.

19 The poadbbl e stagnant iJoanp apnersihoidfted toward fina
nd | abor destabilization.

These processes point to a structural transfor
tems from | abor exploitation and the systemic
ommons i vabe pcapital. Mar x' s anal ysi s remair
ompl emented by contemporary frameworks | ike Har
orms of surplus extraction under | ate capitali ¢

I L12Zabor Alienation and Soci alel Dipsnempg @awe rSmheante i

I n addition to surplus vhaber Mbkoifefheart igparmolfy umrdi
nsights into the | ived Eecxopneorniiecn caen do fP hiinleogsuoapl hiitcy
f 18Mdr x identifies f ouronditnheen spiroondsu cotf, atlhiee npartoic
eopl e, and one's essence.

These dimensions are strikingly manifest in th
T Alienation fromWoh&epseoduhetex@dr economies ha
wnership or Cc ognonoedcst i tome yt op rtohdeu c e , mo st of whi c
oreign markets or elites.

1 Alienation fromLaber pdosespline in East Asi
apan’s “lifetime employment” or China’s “996"

Nt ensi tduecse sanwdorrkeer aut onomy.

T Alienati on frdmbot hdrrsagment ati on vi a subco
conomi es claansds icnotmpaet i ti on weakens solidarity.

1 Alienation: fIrmdii vsiedual s are socialized into
roductivityne afotséen odt ebwitng,nali wied | agency, o]
Xpression.

This alienation has serious social consequence:s
rofessionals in Japan and South Korea, psycho
orkers, easdng nment al health iissues across pre
|l i enation theory thus enables us to see inequal
rosion of human dignity, aut onomy, and coll ecti
Critics have arguedhitlmstopailadcalinlay i emgues @r | a
reci sion. However, i n East Asi a, the empirical

han i n -amgusptorsita l context, reflected i n cul t
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di sengagement , andomébra spueclldddfyi pbem | at) or tt
guitting” discourse.
|l LIhe Role of the State: FrofhRedi stributor to
One of the central contentions of this paper
under stood wi t hoorutt haec caocutnitviengr ofl e of the state i
from being a neutral referee, the devel opment a
capitalist, organizing accumulation for elite ir
Lenin’'s ctomtcee pda wift sl i sm, which-iwmperi milt iRalslsy aag
has renewed relevance in understanding China'"s
theorists-fsaanmgh HausngHq 2015) , | sabell a Weber (2021
emphasi ze t satst@hlhienaapparatus control s key S €
[
I

nfrastructure) and otwmatde @ind &Irlpy idepl ¢ \SOEst)att®
z

abor, stabildi e markets, and project geopolitioc
Nevertheless, the profsittrd baft e8OEowara dabelry
ar e reinvested, retained by | ocal government s,
projects. The mechanism of surplus appropriatio
ownership is public. Mordaacwe rl,ab®@E se xpfitoen at e pn
through tiered wage systems, contract | abor out s
Piketty (2014), whil e not a Marxist, reinforc
sustained not merelynbyal abbuti bgomapdt af epwner
rates. Hi s rf ofrtngue at atoem, of return on capital exc
rate), applies acutely to East Asi a. I n China, f
elite networ kg ivwilelrkdteaxmene far exceeding wage ¢
State capitalism does not eliminate this tenden
mar ketization and politically guided capital acc
It confirms the Mar xiist nmoltaiam ctohnati nigreendq u aoluittcyo
failure but a tendency internal to capital acc.l
institutions. The state may someti mes mi tigat
gl obalization and compertéwvearvtes ntad i iothal i eglme ad ar

reproducti on.

|l LK ritiqgues and Extensions of the Marxist Appr

It is necessary to acknowledge critigues of th
Olin Wright (2020) and Nancy rkrcosiesrt ruz@1i&)e Mav e«
incorporating gender, race, and ecological conce
such as Wolfgang Streeck (2017), argue that cap
phase rather than coherent reproduction.

Critlice mote that Marxist structuralism can un:i
out comes. I n East Asia, some redistribution has
wage | aws, housing subsidies). Fur t—sarcrho raes, cul
Conf ot s am, devel opment al nat i-ecnoanmp Isinc, atoer ssithnaptiee Ic
narratives.

This paper does not deny these dynamics. Il nste
a foundational but not exclusive framewor k. It
hi storical i nstistyst ieonsaltihsero,r ywo ra ndd critical d e
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However, at its core, Mar xi sm remains unparalle
and the state within a unified |l ogic of accumul ¢
| LIBynthesis: Why Marx Still Matters in East As
The East Asi an devealcep meenrtal dedlelas a third v
neol i beralism—aansd procdwmdead mgr owt h without genu
exploitatiomoommoldalborcatti oea of | and and housing,
of everyday | ife suggest that <capitalism, not C
regi onal i nequality.

Mar xi st political economy, enriched by Harvey
uncover the systemic and globalized roots of Ea
behind every statistical i mprovement | ies a cl as

ies a question of who pays and who profits.
Par tStta/t e Capitalism and Structur al l nequality

Il V.FErom Socialist Market Economy to Capitalist

China’s economic transformation since 1978 has
rocess: a hybridnot aondi ambr &Eet gbogri o, producin
ermed the "sociallist mar ket economy." While th
alance between state control and capitalist d
erspective revealresabdimpreChenandmpol ttagattory
een increasingly dominated by the i mperatives
nstitutions serving as principal agents rather
I

T T T 0T

n the early phasespinfg’ sefmarxm,m Den§ Xihet

ome people get rich first”) marked a pragmatic
ccumubadtrisan devel opmental i sm. The reform agenda
l exibilizawirbdan amndgdr ateiraht healblanwurer of moderni z
hese strategies achieved spectacul ar gr owt h,
rofound restructuring of cl ass rel ations, ma r
estabilization.

Crucially, t he athadtea dciedb|Indterraéti senat i nst ead, i
s a coordinator and facilitator of -awmaeadnul ati o
nterprises (SOEs), the establ-isthemesitvefsddtsard,
he cont rfoilnaonfc e,anadn,d ener gy, the Chines-e state
Tt hief.” A distinct form —emfei shat e maapet allii drar
ommand sdaitalsitgtucturally dependent on the 1| ogi
ur pl uexvalacd i on.

OT T o w»w

w o T 0o 9o

| VZapital Accumul ation and the Political Econo

Labor exploitation in China is neither incident
the <country's devel opment al success. asram t he
manufacturing hub to the emergence of the platfo
devalued, and fragmented to serve capital accumt
The surplus value regime operates through seve
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T The hukou systeemamserofesi mtseranan , popplbuékgtatobongc

hundreds of millions of-clraagsal cimiigzemgslsi p’o i“ms elwr
Deni ed access to education, heal thcare, and hou
higmtensity | abofrr omhirlediestcrliubdwetdi ve enti tl ement s
1T The informalization, odésplexbarl | xontnr amamsuf act
construction, all ows empl oyer s to evade wages,
obligations. Even SOEs increasitngh'y wedkeron tsalba
cost s.

T The pl atform mgartioeny! ar | vy i rhafidadh gdelainder ¢ ,
commerce |l ogistics, demonstrates the emergence o
subject to opaque digital manageme mtn ds s teecmms ,i opul
pi erceet e compahg¢ atwhinl e their | abor i s commodi f
appropriatednein real

Empirical studies have shown that |l abor produ
declined significantly bet @ieam, 1B30BO0)andesplQ7
productivity. |t violates the “Kaldor fact? ( Ke
stability of | abor i ncome shares over ti me. On
showed an upward trend af tler) .20th8 s( Ltire,ndMad, l&b
share changes, first down and then up, is relate
income distribution structure in different per.i

mor e campi emt ed, al trtoiugrh hmos ebeadrt epai d to equity
15 years.

From a Marxi st perspective, this shifting patt
temporary policy adjustment but the -e@rea aitn on of
which the 1#icsicrognposgamon of <capital intensi fiec
enabling accumul ation to proceed through both d
reconfiguration of income distribution in favor

| VAl i enated Labor amd otghye oSocdineelquRdyica vy

China's rapid economic transformation has not
but has also prodocedl wateBrpawviadh on Mar x’' s al

theory, we can identify multiplendsepanated Wwhouo
the conditions of meaningful work and soci al rec
T I'n manufacturing, workers on the assembly |
and export sectors, perform repetditswiepl meehahh e

i nfamous “Foxconn26aRcitiéastohteOfie psychol ogi
alienation.

T In the tech sector, the “996 work culture” (
become a normalized expectabmoburwbtuh, wankéeesys
di mi ni sh-edf woaukt onomy.

T Workers face constant surveillance by app:
exploitation, and erratic income patterns in thi
once HWwypeml|le as seérwvocicalalgenitsviani bl e as economi

These alienation processes reflect what David I
space compression,” where | abor is made to stret
i nsati able demam.d NewvwervtaH olra ssa,t itohe soci al t ol |
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(l'ying "fl(aitnvol“ut i-wmnk dingdcoanrtse among youtt
societal crisis of meaning under extractive capi

|l V&t ate Ownership and the iltlyl usi on of Socialis
Mu ¢ h attention has been paid t o t he rol e of
characteristics” within the Chinese economy. How
ownership does not equate to egalitarian outco
redirs buted but reinvested into capital projects
SOEs maintain internal hierarchies that mirror
high salaries, stock-bapttidobhonuasmrd | mehfwdrerkdemr ca & r ¢
of tkeinr ed oherfm xedntracts wi t h i mited benefits
increasingly active in real estate specul ation
blurring the | ine between public interest and cze
Scholars suchh)asanHunNgau(@@hGbon (2021) have argue
function | ess as publ i c institutions and more
geopolitical strategy. Their “socialist?” status
control over amamiat alownmeot hiitps mWeter mines distril

I VA he URwmnaml Divide as a Mechanism of Spati al

The persistencerafalChdnai deurbamanother testame

reproduction of ineeualtiatyzabDespi campai gihs and p
narratives, the gap between urban and rur al i nco
spati al di sparity is not simply a development al
accumul ation model

Rur als asrwepapl v cheap | abor, absorb i ndcuossttri al di
zones for waste, pollution, and marginal capital
due to tax decentralization, rely on Irédbmch expr op
real estate booms. This accumul ation process by
urban capital, often without adequate compensat.
Mor eover, urban elites gain preferential acces
socmability, reinforcing intergenerational trans
not a dual economy in transition but a spatia
geographies of uneven devel opment.

| V&he Contradiction of o06Commahi PtoSpatetyod in
I n recent year s, the Chinese government has r
prosperity)Y, (ostensibly to reduce inequality ar
While this signals a rhetorical r etpuerdn wiot hsionci al
the structural-dbmmnastofyateapital

Redi stri but+swechmeas umiesi mum wage hikes, rural |
appeal s to—ddnrdndtonragversse the deep structures of
remain i ncr éménttadx,esweaar e politi-cadl|l ynsesntsmemnte
continues to prioritize growth over equality.

As this paper has argued, i nequality in China
structur al ex gfraecsidiicomt ®fd stapte aWi sthodevelrapmé o1
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ownership, |l abor relations, and democratic gover
another ideological wveil for the continued conce
Part: Rt hinking t he MiaErnxgiasgti n ¢gCcr iDteibgau ee s |, Addr ¢

Limitations

V.1s Marxist Analysis Too Deterministic?

One of the most enduring critiques of Marxist
economic determinism, dtuhcaet ailsl, stohcei atle,n dpeonlciyt itcoa Ir

dynamics to the inexorable |l ogic of capital. Cri
of modern societies, ignores cultural wvariation,

Applied to Easti &amisauggéssscrhat states | i ke Cl
shown considerable autonomy in crafting develop
investing in welfare infrastructure. Further mor
China's rural spemaih@mposghemenpai gns, or mini mum
may be seen as signs of institutional pluralism

However, this critiqgue misses the essenti al di
mat ure Mar xi st fraaenewoc @ntdiorge mecot or political
insists that these are themselves conditioned by
accumul ati on. The guestion i s not whet her redc
fundamentally alitperanmdt teondywmeédsodi sgraosd sist s.

Mor eover, the East Asian state's apparent auto
t he previous sections, state policies have I
financiali zati on, anvh elnabreerdi it g d ibpltii men. oEwainr s,
corrective to accumul ati on, not a challenge to I

Hence, rat her t han being deterministic, Mar xi !
question than | iberal i nstitutdiuenaloinsmfalweawd:h,\

—

or what purpose?

V.. Zan Mar xi sm Account for Institutional and Cu
A second criticism possustedafoMarirresttubheonsgpl.
cul tur al specificity, pamrti clTuhlear'lwariinetkEa®st 0Asic
|l iteratur e, for i nstance, di stinguishes bet we e
coordinated mar ket econloerd emo d eClMsE shei,akceh n@hi isrhaa't se
distinct institutional |l ogi c.

Culturalist exmplamapahaoinzse fQoantheci an values, f a
political |l egacies in shaping East Asian 1ineqgu:
i nequality may be a product not of class expl ol
obligationsdevel apméotrakcapriorities.

While these accounts offer valwuable descripti-
explanati on. Il nstitutional variation exi st s, but
of capital. Thi s l ogi cn,r ewalli oreisz ag i roml, usanaxtrea
regardl ess of whether families, states, or firms
As for culture, Marxist scholars such as Antoni
ago emphasized that ideology, culture,enamdlhegen
battlegrounds in c¢class reproduction. For i nstar
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l oyal ty, and frugality functions ideologically
| abor within East Asian economies.

Thus, recognizingtunati vati anabnaddesuhot negat
't enriches it, allowing for conjunctural specif
V.3s Marxism Stil]l Rel evant in a Globalized, F
A recent critique holds that globalization and
Mar xi st categories obsolete. With the rise of
algorithmolc, comi tics argue that class structures
neatly extracted from | abor but from code, dat a,
This argument, oftermwagpsdmdiistted owi t“hMdi“‘gpadasatl eco
suggestvMartxhat tools are too industrial; too ma
century paradi gms.

However, thinkers |ike David Harvey, Utsa and |
have shown that financialization is hoeda brec:
expression. The Il ogic of surplus extraction r em
asset inflation, debt peonage, or algorithmic 1|
form of | abor but the relation aofondadmi neanttiaon,s .afy

I n East Asi a, as we have seen, digital l abor (
real estate speculation), and state capitalism
i ntegrated into a coherent ac‘cpucmapattiaodn srte di nmeh.e
devel opments reflect the deepening of capitalist

Mar xi st analysis is not outdated but urgently
with empirical transformations.

V. Aioward a Reconstructive Marxism: Synthesis a

Rat her than defending Marxism as a dogma, this
critical Mar xi sm aligned with the work of Eri k
Mc Nal | y. I't entail s:

T Reaining the structural critique of surplus
accumul ati on.

1 I ncorporating the politics of recognition an
gender , race, and ecological l i mi ts.

9 Engaging with i nstKetywmteiso mal ii itsi ayrhd spas tt hout
primacy of soci al relations of producti on.

I n the East Asi an context, this approach allo
devel opment al binaries and instead focus on the
beaéh different institutional facades.

Reconstructive Marxism can explain why China,
and cultural traditions, exhibits inequality pat
and why meaningful chamgeolrieapt itr weeackudo me st st r uct

transformati on.
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Part: C¥hcl udiTdhre Structur al Root s of l nequal it
Rel evance of Marxist Analysis

This paper has critically examined the dominan
and desmtrated their l'imitations in explaining
concentration in East Asi a, particularly in the
Theory, Labor Mar ket BDwdalsii zdeetri ofnh,e oarnyd hlanvsei deearc h
i mporitrasnitght s into institutional variation and |
short i n addressingoashd, sgnatenixep,l oct asbve und
i nequality wiahmhdnesppdctapitwpdbrvatepment regi mes.
Throughi gar ous reconstruction of Mar xi st pol it
reasserted the relevance of surplus value theol
capitalism for understanding how inequality is
structauruarle foef accumul ati on. Drawing on contempo
David Harvey and Thomas Piketty (albeit from dif
t hat i nequality persists and deepens not despi
necessaornye ouuntdce rd oard miatnal condi ti ons.

The Chinese case illustrates this with partic
counterweight to capitalist accumul ati on, t he
facilitator, extractingsssiuornp,l ulsandhroamimo diafbiocrat
incentives to capital, camedtkeratexpansedsnasf act
vehicl es. Even the recent rebranding of redi st
“common prosperity” remai heglicmiofedapyttahe whdemh
growth and control over genuine egalitarian trar
The contributions of this paper are threefold:
1. Theoretical :Colntt rddbwdanomeans a Mar xi st critique
mai nstream i negqutarliighyt tbhuetorgietsuadtues t hem within
framework, thereby bridging empirical institutic
2. Empirical ConBy i betowowstructiecenOmica’'tsy apelcit to
through the leegns acft i unr mhads cl ass domination, t he

reading of state capitalism, chal |l emppiprud itsat h |
romanticization of the state.
3.Critical ReThexpapéeéey engages direcaebkbyowith <c

Mar xi sm, acknowledging the need for reconstruct.i
ecology, and postcolonial conditions while reaff
i nequality.

While this paper's scope iegppetmaejil ytthopemst
avenues for future research. Empirically, furthe
fl ows of surplus val ue across sectors and reg
financialized and di gitalizsetdudaesunufl atbwn.di €6
devel opment al states strucdapiet ailnerqeauladtiiton st hwou
enrich the theoretical debate.

I n terms of practice, the findings invite crit
reform witrhailnl ys tcraupcittual i st systems. Devel opment a
i nequality must confront not only market failur
relations embedded i n t he producti on and owne
confront atelblnt eaveoned policies risk becoming co
than transformative interventions.
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I n closing, this paper affirmsart hatomabei s g
outdatedindi spensabl e for understandisgstlibé endt
i nequal ity under capit aleids m,t eas p eEaisal [Aysiiam iftog m
i nequal ity reaches unprecedented heights and t he
intensify, the need for struct wreal hcrsi tniequueer abnede
mor e urgent
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UTI LI SI NG -BFU@WKCONSI STENT MODELS TO
EXPLORE LTHNKS BETWEEN DEMOGRAPHI C CHAN
AND I NCOME | NEQUALI TY: GREECE AS A C

Zois Gerasi M&sCKat st ms glRapat heodorou
Abstract

Popul ation ageing and rising income inegquality
theiompl ex relationship remains insufficiently utl
of demographic changes on pension scheme sustai |
ot her economic sectors and Elvrecma ¢d ru dd fefse etxa mi miinr

i mpact on inequality emphasize specific characte
|l i ke functional income distribution. These app
demographic chathyyesasandhdyedqoalniot situate t hi
macroeconomic framewor k. This paper argues t hat
dynamic macroeconomic environment is essenti al
they influaeoteviecynamdci nc-bmewdcensi BuenonmoBebe
ar e -sweiltled for this purpose, as they integrate:
and the real and financial sides imofnatlheanac @reamy;n
income distribution; and (iii) the effects of di
Greece as attaeve exiptayley Wwew demographic shifts
popul ation declinebyafhétuenocopgoetiagquahi bpso
functional i ncome distribution, whil e considerir
Keyworddesmogr aphi c changes, i-hcome consgshaént y mod
functi onal i ncome distribution, pension scheme

l.Ilntroduction

The H#te@emgn upward trends iin population ageing
significant chall engesxtteon dg obveeyronnmde ntt rse  raesa ltnh eg/f
functioning of the economy, threatening the soci
resul t, many researchers have del ved i nto t he
phenomena proposing soliuotni omrsd fe@xpltohreiinrg aal | poti
bet ween them. However, despite the plethora of
the complex relationship between demographic ch
as its impact on econoem cadaecqtuiavtietlyy, chlaasr infoite dy.et

As far as the relevant economic theories are
popul ation ageing on income inequality is ambig
growing share of ol der peopguealtignyds Moa ei moreead sSe
ol der you get in the |l abour market, the greateil

15 Panteion University of Social and Political Sciences, Athens, Greece. E-mail:
z g katsimigas@panteion.gr

16 Panteion University of Social and  Political Sciences, Athens, Greece.
E-mail: ch.papatheo@panteion.gr
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i nvest ment on i ncome, wi dening the income gap b

Moreover, a greater numbercwomerieneqealsi tyenest wee
and workers, as the income from | abour is wusual!/l
On the other hand, the continuous decline of th
retire, is |ikely to puatr ruopw anrgd tphree sisnucroemeo ng awpa gbe
working class and the capitalists.

Sever al empirical studies examining the <conne
i nequality have in most cases indicated a posit
l i mited eciohiommamcesi gnee e. g. , Lindert, 1978; De
199¥ant t1li9 9 7 ; Cameron, 2000; Razi n, Sadka, & Swa
Van VIiet & Wang, 2015) . Al though these studies
bet weenotwaritabl es, they cannot <c¢clearly identif
the direction and intensity of this relationshi

which explore the effects of population ageing
reaocntsi using demographic projections and mi cr o

Edward & Lange, 2013; Aziz et al ., 2015; Dol | s e
these surveys delve into specific popelnat)i,on che
overl ooking key factors shaping inequality, suct
Numerous studies have thoroughly examined the
changes and various pension systems, ibnptactthey doc
of this relationshipeen ei.gcgmd aditsDe&i GaoirCnai2 08
Pierrard, & Sneessens, 2013; Arti ge, Cavenail e,
Fant i, 2015; Dedry, OndeGar c& aR-BseBhohasdaou & D@ v 9] dAat
2 0 1CHoriani & Pascucci, 2020;,Ci pri ani & )Fi driersie, s®duwBdpiegs, usi ng
generations (OLG) models, f oc u s mainly on thepawasyon-gor abi | ity

(PAYG) pension schemes to population ageing. Also, they often recommend reforms for

improving the long -term sustainability of the pension sector, such as the partial or full

replacement of the PAYG scheme with a fully funded (FF) scheme.Even t hough OLG
model s are valuabl e tool s f orn apneanlsyizoinn gs cthheemeisn,f |

have some | imitations in terms of including di
anal ysi s, thus narrowing the examination of t h
broader economic activity. Fur teh etrhneo rdei, s ttrhiebsuet iso
effects of the proposed soci al security refor ms,
pension scheme is a critical determinant of i ncc
Al t hough tmeentaboed studies significamtly <cont
demographic changes and i ncome i nequal ity by

perspectives, they do not fully clarify the <cor
because they have not pl aced this relationship
macrco@eaomi c environment which | imits their abildi
through which popul ation ageing influences vari
Unli ke these studies, this paper examines the ¢
macr®reacmi ¢ environment, allowing for a more comp
their overall i mpact on income distribution. Wi -
foll owidregneamdadproach, we highlight the deter min
demographic changes and income inequality, such
the functional income distribution and the pensi
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I n addition, consideriiedy itmeesiisniitrad i ®#hsdii@sent
st ofclkow consistent models (SFCMs) can provide an
relationship of demographic changes with i ncome
consistency and the ineegral edanday hehdy nlainck atk
economy. Thus, unl i ke meeddlisonesie d bverhppiedse (@b gv e
generationsmodels) , SFCMs can place the relationship und
macroeconomi c environmenotr si navnodl va gneggntvsardfoutshe ee
order to capture the determinants of the interac
Finally, we focus our analysis on the current
a reference country was shtasyed Cone etcwveo ekxepye rfiaecntcoerss
accelerating popul ati on ageing trend, but al so
combination makes the impact of demographic chat
more pronounced. Secondlyhademogramhil g pradj etchte
government to partially <capitalize pdregimon syst

sustainability. The |l atter provides a valuable
demographic changes on ineguahi sgheaemgoigoawpadi st
and a fully funded scheme.

2. Stoktkow consistent models and income inegqual.

St ofclkow consistent model s (SFCMs) are macroec
ntegrate the stocks and fl owsc @d n tainn ge cfornaomeyw o rul
the behavioral equations of economic agent ¢
eraction between the real and the financial ¢
s interaction affectsTllkearcihgiamse aofoft eec ommdrég Ics
k of Morris Copeland (1949), who extended th
dy of national accoofu-ofwe nFoBvakcopunggst hbdat
asset and |l iabilittyrf. | oivhse cafv odadh oenc corfo mihd ss
accounting framework of modedfsl owhicdndisstharse
ock consifdtoevncyasicidteachk eé( Mindi fcquasr& pdez zat
n the foll owotmlhpy demeasdeFIobin and Wynne Godl ey

\,Of—Ff—FmEl—F—m—
w oo —+0 oS o

I

model s their structural el ements and their basic
the devel opment of their modern form. Tobin al on
devel oped amocarpiofi ctahe United Statesofeleowomy ba
of undeadi al account , which included some distinc
macroeconomic model s, such as, tracking of St
i nclusion of andet hkiassates of return, model | i
policy operati onso Wailnrpa sednse nLtaaw iaonnd ¢allladvi enrgz suip & o n
Godi n, 2015) .

While Tobin was structuring the modern accoun:

Uni vegr siGbdl ey at Cambridge University introduce:
model s the fundament al princgmpdkeety nersad htolee lody f ¢

economic thought, such as ef f ectpiavteh ddeenpaenndd, e necnyd, o
f undent al uncertainty, bounded rationality, et c.
Zezza, 1989) . The peak of Godl ey’ s contributio
framewor k of SFCMs i s his coll aboration with M
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Godl ey &2DAVOiIiewhich established the current f ol
today the main reference poi At of researchers wc
Over the past three decades, model s have signi
economic resear ch.edl hbey rhuamer obuesenr eussear cher s to
i mpact of various fiscal and monetary policies
cfinanciafl i zaati onoéder n economi es, t he functionir
syst ems, the interacadmanmsi ese,t wteleen dii & tf reirkentti een o
the factors of production, etc. Depending on the
specific sectors of the economy (e.g., househol
etc.) and exami bettwkeni hhemabotyi oesording the c¢h:
and fl ows i n each period. For research pur pos
i ncorporated principles and assumpbKksebynrse shieayroend t
school of economt beMdmeutganrty, GiuthediHiatsr Dhdésr W st abi
Pri ncgthegdlNeebw Keynesi an Pdhfiie yli qorsd sONMirevseldpan Fi nanci ¢
I nstabilit,y eHycp. ot hwehsiilse6 i n speci fi c ccaasgeesntt hey h
based mABBDSE yceSrnadf f i an supef(®6Ms) plier model sé

Al though to a |imited extent, SFCMs have al so
i ncome inequalitryaacThewas!| ddvelecompeod by Dafer mos
(20112, 2012, 2015), who placed income inequalit"
macroeconomic environment to explore the relatio
income distribugeamchdherebafrermoe & Papatheodor

a model consisting of di fferent groups of hous
proportion of income they receive and examined
i ncome distributdguwal iotny iunscionnge vianrei ous measur es
met hods of the | atter. Then, Dafermos & Papathet
fiscal policy on income distribution, hi ghligh
bargaining power iuna | imti i gaFtiinnag | y neqg esear cher
Papatheodor ou, 2 001vbaylg, e d@andpaa rbiknilgh vee st ment funct i
indicated the different impact of fiscal pol ici
and | ong term. Fol lacvhi, n ¢S ztyhndb og ssrkea d 2Pr2d?2) devel o
and financi al sectors of the United States econ
sectors affect income inequality.

Following the approach of Dafermos and Papatheodorou (2011, 2012, 2015) and
utilizing the capabilities of SFCMs, Katsimigas (2023) examined the link between
demographic changes and income inequality in Greece, under two different pension
schemes: a PAYG and a FF pension schem&.The model developed consists of six
economic sectors and seven groups of households receiving income from different sources
and in different proportions. Furthermore, in order to capture the impact of demographic
changes across the whole range of income dstribution, three inequality indices are used

whichdi ffer in their sensitivity to disparities ir
The results show that the direction and the inte
and demograebi depbndg on the i mpact of the | at

1 For a broader overview of the characteristics, structure and evolution of ¢ p eKsety n e SHCHEI &

see e.g., Godley & Lavoie (2007), Caverzasi & Godin (2015) and Nikiforos & Zezza (2017).

2Thi s paper’s theoretical analysis on the |Ilink betwee
relies on the approach of Katsimigas (2023).
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bargaining power, the functional income distrib
scheme.

I n concl usi on, SFCMs are a valwuable analytical
economi chacausetgf their accounting consistency
they link the real and the financi al side of thi
al so provide an ideal framework in studying ine
i mame i nequality in a dynamic macroeconomic envit
and the financial side of the economy; (ii) repr
the interacti on s incluéethousebaids reckieng jncorhd fiom Qi fferent

sources and in different proportions, allowing the study of income inequality; (iv) capture
the direct link between functional and personal income distribution; (v) evaluate the
impact of both fiscal policies and demographic changes on economic acivity, income
inequality and the state budget.

w

.Demographic changes and trade unionsd bargai

recent decades, the continuous decline in f
ty i n developed <countri ephehnaovnee nloemd oftf o
i o ageing. This is expected to escalate

>
- O

D

n
share of popul ation aged 65 years and
16 percent in 2050e(0nhi GeddeNat i dms ad20 1
in population ageing in the coming ye
on is also expected. According to Euros
wi || decr ease moirlel itohna np etowbl (e mudmotsit laht &11f0 0
while the | ife expectancy at the age of
years for a woman from 2019 to-a2g0e70 ( Eur
nde niayc croartdiion gr otpoe atnh e AFguenhg Wor KEa@n &Gdmioa p 6

cy Committee, 2021) will increase from 37.9
he i mpact of ongoing demographic changes 1in
income distribwtromudeparcrdoren such as the aggr e
mar ket , the pension sector, the functional i ncon
factors, we consider that the main determinant ¢
and i ncomety nequdlrade wunions’ bargaining power
potentially lead to a reduction in consumption e
potentially lead to | ower pensions or higher st
economic, azniivndryease in income inequality and/ o
However, these effects can be compensated, i f t
reducti on i n t he | abour force arising from po
bargaineng pow

According to Screpanti (1996, 2000) and Casset
affected by fear of unempl oyment , which i s best
empl oyment or the rate of change of tohfe tehmepl| oy m
two indicators is the same wunder a constant p o]
popul ation changes. This i s because the growth

~ nw o > —+ —

e
i

P ®T ONYT S
O NNODC =~ O+ C@Q
QO — o
O~ 0 v » —F ~ 9 <

)

TaOo NPT —N~"T —
4O DdP<OT 03 O0OTO0O0 —

17 Considering bir ths, deaths, migration and life expectancy.
18 Old -age dependency ratio (OADR) is the ratio of the total population aged over 65 years to the
total population aged between 15 and 65 years.
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takes into account the fluctuationse imf tthlree | ab
empl oyment does not. Therefore, to clarify the <c
shaping economic activity, we examin® the iIimpact
Al so, to capture the effect of demwgraphbBtcdeha
n economy consisting of employed and unempl oye
irms and unempl oyment benefits from the governn
eceive the distributed profits ofnsfifrrnism tamed p
espective pension f wnde.mbhRidmaglplrpyacwe fwalilchwcans
ot only the negative correlation of wages and
ubsi dies respectively, but ademantdefor pgeodtdsyve
Firstly, we examine the i mpact of demographic
ncome distribution considering as an indicator
ate of employment of workers. lonn tchaeu ssehso rat fraul nl,
he growth rate of consumption, demand and out pl
eduction in |labour demand and thus an increas
ecreases the bargaining power and twaggewages o
ntensify the decline in growth rates of consu
ownward pressure in investment by decreasing p
un the demographic changes result in a signif
hough the simultaneous decrease in growth rat.
ut put. Regarding income distribution, the conti
educes the wage share in total income widening
mpleady and unemployed) and entrepreneurs.
Considering the rate of change of the empl oy mel
nions’ bargaining power , demographic changes
onsumpti on. On the one handpl abesddoWwnhwar odof ppe:
onsumption, demand and output, but on the other
ends to increase the employment rate of worker s
atter implies an i narleaases icronwagmd i wmi cam ds tpiorh e
h i mpact of population decline on it. Hence,
n investment due to rising production costs ()
e
I
0
u
u
f
0

O -ST O0O " Qo —TQ S ~+ = — 0w S-S =S =Y

® —++>5 5 o5

omes mil der than Thne twheea kp rsel voiwoduoswnc aisne.econon
ows | abour demand to decline slower than the
tinuous increase i n empl oyment rat e and wa
ctional i ncome di sd rwaebad isomarbe ii mctrcetaasli nign d chm
t put sl ows down, al beit weakly, the rising wa
firms to entrepreneurs. As a resul t, in the
rkers (both empl oywendl &amd rempemmlealyesd)narr ow.
By examining the impact of demographic changes
indicators of trade wunions’ bargaining power,
popul ati on decl ine on economic mr dwt hpaand alilny
compensated, at | east in the short and medium ru
force decline increasing their bargaining power

Soo0o "o OT T T ~F0O0C
55 —o

19 According to Lavoie (1992), the rate of change of the employment rate is preferred to the rate of
change of the employment in cases of demographic changes, although it is important to examine
both indicators as they lead to different results.
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decline in the | abour forcegpl abaseupwacdmpr essl
may decrease, while the drop in economic growth
ot her hand, i f population decline | eads to a re
only to increase the intemsifgeqhal ictomtbhattt abso
activity

Al though the bargaining power of trade uni on
relationship between demographic changes and i

medi um ter m, this is notealmvaysn the d¢dadneg itrertmhe
determinant of this relationship is also the p
pension sector on income inequality varies acr o
i mpact of the functnooalthecpemesidossrobueaoh sch
examined in

he next secti on, taking into accour
e

t
pension by th Greek government .

4. Demographic changes and pension schemes
Popul ati on agei ng ecdlkolasg m nstucs tgaui ensatbiioni ttyh of t he

in developed countries, especially in the case o
basedionergenerati asalusokendai nsyted persons fi
current rethe epsnswbmnsé eof future retirees wild.l b
contributions of future employees. Consequently
el derly people in the total popul ation may creat
conttriidbmnus and pensions, placing a major burden o
The challenge is more pronounced in the case o
addition to -aghee depseémdge noclyd r at i o, it already ma
subsidy oncopmpmgieadnst o the rest of the European |
cuts and the austerity measures imposed by the i
pension expenditure in Greece in 2018 amounted

subsidy on apgédresdi dds 1r @eercent of GDP, while the
the European Union countries for the same perio
GDP respectively. The fragile status of the PAYC

deteriorabemi hg tbeades according to the project
0OAgeing Wor KiEcgpon@moepd®olicy Committee, 2021) ,
dependen2wi Irlatiifoco ma&4 percent in 2019 to 75.9 p

Consideringt @ heulhs igdhy sadarm pensions and the ongoi
t h

several researchers have argued for e partial
as this could reduce its vulnerability to demog
growth throanglkstimenhgand empl oyment (see e.g., (
Daskal opoul os, Zarkadoul as, & Symeonidi s, 2018;
Pi ssarides et al., 2023). Following these recomn
capit ahlei zaeudx itl i ary pension i A earnderusttaiinmbridve yt

pension2 sector.

20 Pension system dependency ratio (SDR) is pensionersto-employees ratio.

21 According to Articles 1 & 2 of Law no. 4826/2021 of Greek legislation, the auxiliary pension fund
was established, and the funded defined contribution pension scheme is implemented for the
calculation of the auxiliary pension.
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Al t hough Mmeetaboed studies examined the i mpact
on the state budget and to some extent on econorm

pension reform, they did not explore the impact
Unli ke these studies and motivated by the recen
we examine the relationship between demographic
(new) FF pension scheme in Greece inhbpden to c
i ncome inequality.

4 . Hunctional income distribution as a deter min:

The PAYG scheme under consideration represent

Greek soci al security sector and relies on the
the FF scheme is based on the (new) auxiliary pe
contribution method. Consequently, tmasageensi on
social security contributions, calculate pensior
economy and deal witiAihedeembgrephit o uifsilesrsstnand t
influence of each pension scheme on the |l ink bet
i nequality, it is important to describe the det
how they interact with the macroeconomic enviror

As mentionedtbkbar PA¥G scheme depends on the soc
of current workers to finance the current pensi

benefit method does not take into account demogr
any defweceint shoecti al security contributions and p
budget . Al so, under this method, the amount of
replacement rates and pensionabl e earnings, w h
(empl oyment )eraangde twaegeasv earned by each pensioner
working |life respectively. I n addition, the tote
in accordance with the Xwhiwlteh trhad ep eorfs itdirea kelceo nena
adjustedianhualel wi th thez»wage change i ndex.
Under the FF pension scheme, the social securi
current pensions, but are credited to individual
in financi al producdts, gogernmenmsboerds] et c.
(funded) defined contribution method, the amount
pensioner’s accumul ated contributions and the re
pension is exposé&d,tohisvemet medt take®s into acco
changes, as the periodic payment of the pension

retirement.

I n addition to their di fferent response to po
di ffer siigmitfhiedantrley ati onship with the real and
PAYG scheme relies entirely on real economy f act

22 According to Article 14 of Law no. 4387/2016 and the amendment of the same by Law no.
4670/2020 of Greek legislation, the total amount of the pension is increased from 1.1.2023 per year
based on the coefficient resulting from the sum of the annual rate of change of GDP plus the rate
of change of the annual general consumer price index of the previous year divided by two. For a
leaner presentation, we do not take into account price inflation.

23 According to Article 24 of Law no. 4670/2020 of Greek legislation, from 2025 onwards,
pensionable earnings are adjusted each period based on the wage change index.
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the growth rate of the economy and the empl oy me
wi t h tbhoet r eal and the financial side of the econ
empl oyment play a role similar to the PAYG scher
returns on financial products and the associate
from the connection of both schemes to functi one
crucial determinant of pensions.

I n t he PAYG scheme, wages and t he wage chan
pensionable earnings, making thteorwagfe pé&masiceo ntsh
Similarly, the FF scheme connects pensions to t
ontributions. However, it al so creates a | ink
i vidends earned by the pension fbede,fromefir,]
onnection of the FF scheme to both the wage sh:
f functional income distribution on its pensi
nfluence of functional i ncome dinst oinb uwtcihcermeo n
etermines the i mpact of demographic changes on

O T o0 0O a0

4. 2. Pension schemes and income inequality

Foll owing section 3, we extend our analysis in
ach pension sdmeme adn tiync came wel | as on economi
geing and popul ation decline in Greece. We foc!t
he declining population (|l abour force) by incr
ased on tédishewseéeéhatw under the PAYG pension
emographic changes on the economy can not only
ntensify economic growth and further reduce i nc
I n the PAYG scheme, asewové&rrtshgrladougl! tynyetis
mpl oyment rate are translated into higher pens
espectively. As the | atter are the main detern
onstantly increasing.owCaomgs induentbierrg odl spoe ntsh e n@gr s
geing populati on, pensions become more and mol
ctivity in the |l ong run. As a result, since the
nd pensions are hi gthoe rc aarhsaunmée hoeu tp roofp e(nfsailtlyi ng) |
ate of consumption accelerates, stimulating a
ut put | eads to an increase in | abour demand, w
ontinue, resulteempl ayed awsli keosn td wmwetirement
rom pensions is greater than the income from 1
urther stimul ates consumption expenditure. E
i multaneous increase pilmymwagts angemg®incusmpt ieonn
ompensates the impact of demographic changes bu
conomy.

These interactions in economic activity resul
across the entirebuange. oFirstbobme dhetihcome gaj
wor kers and entrepreneurs narrows more sharply i

I =N v v B I )]

OO un "0 O " VLY DYO =~ O

both wages and employment | eads to an even high:i
the distributedemtrrodpgrnenedr §.i rSescdrmd!l y, in contr
income gap between workers and pensioners decl
gradually adjust to rising wages. Moreover, as t
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he reductionati nt hhenemiugadlie yof the income distr
ronounced. This takes place because the growth
O pensions in the PAYG scheme. Finally, the de
he increasre demarme lleaddbsuy to a reduction in inegq
ncome distribution due to the ongoing transitioc
On the other hand, the FF scheme is not as eff
he i mplofcademmgraphi ¢c changes on the economy,

essure of the wage share on its pensions. I n

nd to raise pensions in the | ong run through
cumul athed pleynsi on fund. However, the rise in b
ads to an increasing wage share, which reduce:
ly to entrepreneurs but also to the pension f
nsi okmisng Taal so into account the increasing |if
heme generates significantly | ower pensions

nsions are not affected by demographic change:
sitievcet s e fofn them through i ncreasing pensi on:
pl acement rates (employment). Consequentl vy, a
e t o popul ati on ageing, |l ower pensi ons sl ow
acerbating tder edhfiectcshaonfgaelsnmn economic actiyv
Regarding the fluctuations on income inequali:t
i nequality at the top of the income distribution
ot her hand, unl i ke tdhre PAiIYGg slcihfeemee x gehet amcy of
mainly the countervailing force of the wage sha
adjust to rising wages, thus broadening the inco
Apart from their midaelce ofmptalceé iomcome di stributi
have an indirect impact on the bottom of the dis
output. The | atter implies a decline in | abour d
unempl oyedofbuampllosyped workers to retirement.

I't is also important to mention the potential
udget under the two pension schemes, as this

pitalization of the GasekofPAtYIGe sERemehemma, t &k
n on system dependency ratio gradually incre.
(funded) defined contribution method do
ty contributionshamd, piemst oensPAYVG ¢ hlee meé he
of pensioners tisrmitkeddgen oompl|l ate @t astheor b
increasing state subsidy on pensi ons. How
oyment could absorb tpengirmmws nign stthad el srudg sri ud
er soci al security contributions, | ower sSp
ter tax revenues. Even i f they are wunabl e

enditur e, the increasinmgemaganse Ipiekeasli yns oahe
uction in -td@®BPPpubtio ttbbobugh the acceleratio
generate
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5. Conclusi ons

Due to the ongoing ageing of the population i
projections ofi onhe fdettheeri mh@anomenon in the com
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searchers have examined theoretically and empi
anges on income inequality (see section 1). A
terminants hefnombea,twbo@using mainly on indiyv
onomy and specific characteristics of the poplt
l ationship between them, as they did not pl ac
teraction wdrndmitd ee Mmaicrrorement . Unli ke these st
amining the demographic changes within a dynar
ve highlighted the | ink between them and 1inc
terminants of ftehcits erceolnaotniiocn sahcitpi vaift y . I n this
a reference country due to both the more pro
d popul ation decline) and the two -dffofuerent pe
and fully funded).

Our t eebcal analysis revealed different deter

O<(‘D('D"3":TO('D:T‘<.UO('DCD('DC:TC_"9J('DQJ_

nsideration between the short and the 1l ong r
mographic changes on income inequality depends
clineabourhéorce by increasing their bargainin
tter |l eads to a rise in wage share and empl oyr
come inequality but also partially offsets thi
economic growt h. On the other hand, in the
vantage of the reduction in the | abour force
sulting drop in the wage share widens i ncome
economic activity.
n the |l ong run, the effects become more compl
rgaining power, each pension scheme also pl a:;
|l ationship between demographiMoreclharges tdaindg irro
ries according to the different 1 mpact of func
each scheme. I n the PAYG scheme, ri sing wage
rther reduce disparitieseadiotssi bheiemtane ca
rough the increase in effective demand, t o t he
n I n contrast, in the FF scheme, the counter
nsions, combined wi tpectthaenciyn carte arseet iirne meinfte @
nsions to adjust to increasing wages, with th
cover even i n t he | ong run, whi | e t he i ncom
pul ation above them innshe income distributior
lacing the link between demographic changes
namic macroeconomic environment, we identified
e functional income distribution and the pensi
|l ati onship. Even though our analysis takes i nf
mpared to existing relevant studi es, we <cl ea
eoretical approach and further underline the r
amework in order to further explore the <chan
enomena. Therefore, we argue that SFCMs can pr
amework, as they are able to (i) reprosmsent any
t ween the real and the financial side of the
ceiving income from different sources, all owin
aluate the i mpact of demographid tcthanhges and
onomic activity, income distribution and the s
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FI NANCI ALI SATI ONI NNEGRIOATIAON | NTO THE |
NEOLI BE-RRARLD SYSTEM

Ramanamurt hy2aw dRuUp g kawyl aRku mar Venna
ABSTRACT

American World System, with Keynesian Fordist r

in thearpopdri od. The crisis of Fordi st regi me,
profits, -Movddstonpobt ber asleewvrteigeusl.atTihoen fianl It hoef n8
consolidated the widened American World System,
and reserves to finance iits deficit, as US gr o\
mai ntained. WBi peoducof beshofedoiods and services
capital and fintech. India too changed its Nehr.t
American World System, t hat gave some benefits
emtapment s. Financializati-warli dé¢ ayptaem odmhihm st in
to stave off realisation crisis, economy is put
countries |l ose the capacitygy bDaotteaanafsempmcilaémsa

appears to form its own world system, as a count
to analyse some current problems and make pat hwe

Keywoilds Worl d System, Re g u INeetoil d o eTrhad d rsyn, H-drndainscm,al i z

1.l ntroducti on

a’'’s economic transition took a definite tul
e economy after the economic rdeifroirgmss toef 1
vian regul ation regi me. TReblfeel bi thdt eSroavli ett |
Easter Bloc that sustained the Nehruvian r
to a decisive end. With no prospects of ma
rat e, inviting foreign capital and a, mofntedrmry
referred as " impossible trinity’, Il ndi a was for
adopt a monetary policy to restrict public bor
banking, finance, and industriatoeechaotbsengppuibhi
expenditure. The openinganup sthdorrnge ciomwenyt menn tl olnegc
considerable inflow of foreign direct investment
have ended the much vexatious preobtlreins oduibtad da ntc
medi-ttmrm goals of boosting the economy, t he nec
indiscriminate private capital accumulation, wit
transformation of the economegxt@what of sfmorecsiap
of the economy, with no prospect of buil ding t
constrained the devel opment al transformation by
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500046. Phone: 91 9866053690 Emailramana66@gmail.com
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steer the economy. The extmuederi ndaualeiotly btelr aatl |

is cause and consequence of financialization. I
with the neoliberal world order under the US heg
System is in crisis, taelthend8r WohltdatSywtem t h
Chinese World System, a counter hegemon. | el abo

sections.

2. Money and Finance: A Marxian Understanding
't is wuseful to begin our undersghnhdi pgowoeidédn
by Marx, with his analytical separation of produ
production of valwue and its realization. Money
in circulation into direct Bhd cochmoedicty | pboduc
and its realGMatciiornccuiTthes Mws t he production and
value, facilit®@atdHdwkrwyetrhe momrgy as a store of val
for accumul ation. The em&iggnod cff eldank imoageiyn i tsl
phase of rise of cl|l aganidedBnecapytalhempirol iher 47|
credit could match the potenti al out put expansi
reserves. The Gol d E xdcehda ntglee Smaaidar d ompr sma ki ng
currencies of the world in becoming the reserve
emerging industrial countries | ike Germany prac
their expor the,g-g kmeoiwghpbaokuircty ,| ed to the dissoluti
Standard. The policy of the UK to maintain a str
in competitiveness and the two wars eventually
the rising United SUSttees r emda Woirnmn g tSlyes t reenw

%Davi d Harvey commented that Mar x’ s treat ment of ma

incomplete and is an unfinished business. For him, t
bet ween factions of <capital, wi t eyt Hei rmoaven tihmtne rsniam
medium of circulation. It possesses some ‘transcend
exchange val ue money commands, speci al i mportance

separation of sales and purecshassod sviinmg ¢ eec ed oaurbd et icrmoé .|
wants, it also |iberates exchange from the tyranny of
store of wvalue. For this to happen it requires soci a
store valawoier ¢ hlaamt & oval ues. So, the credit money take
process of commodity exchange. Credit money has adval
vol ume of commodi ty production while they al so eco
simultaneously <create fictitious money as pure | oan
circulation and dissolve when the | oans are repaid. T
intermediation. Fictitious bam&amedeiynidi tfemnemrtd wihrea
di ssolved when it is repaid. Such copious flow of caj
profit across activities. Eventually, it also serves

of capital
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3.

The US World System and its Two Regul ation R

The US World System became a natur al | eader, g
accumul ati on, it agreed to finance and manage
Wo

=y

S C O WnwW o™=~ 0DdL

ods system of 1949. However, it hahsegeomocnompet e
atdema he US to accept the softer conditions of
te pegged to gold. The regulation regime that

gul ation regi me, -pwhiemed i dg @raesgeatae pduempand f or

otected wages and benefits to workers, uni ve
mocracy in the world, to challenge USSR worl d
i nvestments in friendly countries d@weri,ts Wor
st its sstiexatm ebsy ansi dd he growth and profitabilit
e to rising wage <cost s, competition from fri:¢
crease public debtor print Dollarsytoomebt fit!
new regulation regime of neoliberalism and fi
serves, bl ack market the restricted doll ar ava
| IGat d Standard of Bretton Whots. of TWHEst madéeve
rdist regulation regime and adopt the neoli bel
flexible exchange rates, where US enjoys t he
serve currency. The Reagadn sehriaf t matrok erde dtuhcet i o @
mpression of public expenditures, flexible i
rkets with the I CT techndlogn ee .s Baaeatk sa catriev iatl il
venues, as US Feder axelstBamhk erse d boed erieadlngi ritne ri
e Volcker Shock. The-l19&esi baganapifahobiynagidgdr
ina and East Asia as more profitable productic

The fall of USSR |l ed to the US breccoornpeoraatierdi po

> ® d® O S5 35 O0cCc o

ards of countries into its fold, thanks to t#h
wai t war created. Using I MF and Worl d Bank

nditional |l oans to all most all redwmrmtnrsi @ 0, gwedr
tegrated into global trade, making them join W
at the countries were made to undergo, which h
sues in accordance with theallinmost uiail dnaelmer e
onomi es have undergone this process of neol
opolitical factors to determine | evel of i nt
came dependent on external debst ,wiltMF ebxatirleomet
equalities. Countries such as 1lran, Russia we

mer ged -Gesntsreemif rom t he US Worl d System, and | ndi

onomy with no great prospect to grow out of ¢t

An | mparstperctt of the new global financial order

a net reci pient of gl obal savings, as its
e. The status of strong and stabl e curren
encei efsi,nalnhci ali zation of the economy procee
it education credit and eventually housi ng
h securitization meant to slush the econc
tedomyUBSosetonts savings potenti al to mai
i ng, which reflected in its rising public
idated the US gl obal hegemony with doll ar

S50 QQ - 0O " Q@
nw cKQ oo~ un o
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Sweezy amerBraggued t hat the gradual financi al.
rel axations suchStaesagraelple aAc to fHEéGlia8s8sOan Asp iost ed

from a | ong ti me, the money supply is endogenou
money.

Literemtaun finance <capital hla%c el notnugr ya rtghuee dWet sht aet
capitalism has enterleaarai pdhacapiftraolm timnteqwistty c a
stock capital. This has solved the readndation c
contradiction between industrial capital and ba
enabled firms to overcome the |iquidity problem
all owed emergence of monopoly capitaltotkrough
mar kets provided additional financi al profits f ¢
no-banking firms into financial activities marKks
that Hilferding referred. The fDiorddmae,betgmdcerdotlH e
centric which enabled the US to print dollars at

4. Financialization

Financialization is a term that is being used
i nvest ment -blaanrkk sn,g Mfatmamudii @ainsi manrd banks raise fu
merg-acqgui sitiswap,s dalBtset management ) , financi al
hedge funds, mut ual funds, | arge scale housing
currency mar ket s, eltyc. ,unpmhadcuhct i e mepgeéecul ativ
Financialization phase is characterized by relas
corporates, where the | atter resorts to raisincg
floating their own fTihnea moilalc ys whfs ircidairciiensg i nt er e
t o i ndul ge i n i nvest ment banking, as financi a
Eventually, all this reflects in faster growth ¢
of service sescstomMhof écodomii nctly different frc
described by Rudolal i di Isfoearmndiewvh@epec ibfainkd. pl aying
role in financing |l arge indusbnséeseand aarbebj ni
I nvalid source specified.

Such financialization occurred in-reigel 8s8i agd U
systems consisting of rating agencies,ofhuditing
governance. The securitization process of using
debt swaps eventually resulted in collapse of l
effect. Paul Sweezy nvyado Hrace yvs Maglidfoibd d/.i ew i n t
Mont hly Review that three things preceded capit
sl owdown of rate of growt h; i ri se of monopol
t he three ar e resulrtobloefm foufnd amesmtr @lt i opn of t
(overaccumul ation) in the advanced capitalist s
taken a view that it is fundamentally rooted in
to |l arge excess capeocittices stseanedphpeem of prod
competition. Thi s |l ed to i nvest ment i n unpt
activnvakesd source specified.

Giovannil Aval igthisourpae psopedi ftihead. fi nanci ali zat
|l oss of hegemony of the US in the gl obal Ssyster
producti on. China is in the proces-an®@béaduil di n
I nitiative can berogmrsinddrhead &shimaj orf f ers to co
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a new gl obal trade regime and even offers infr
alternative World System, China chose to remain
parking its surpdsusetshatn tUfSe tUS awauntis desperatel
ho that financialization is a result of declir
t and a new regulation system of neolibera
i d s ouracreg usepde ctihfaitedh.ost of emerging countr.i
Me xi c o, Sout h Kor ea, and Brazil have jo
ng neoliberal regulationomedof i hmeaseée adrn e etd
s countries, many are trade deficit countr
uous erosion of currencies with significa
ur al weakness of périckherfali nmapiattd loins na,n ds
e over the |l adder in global supply chains,
w t htoargrh fsihmanci al fl ows. The damage to th
c financi al el uprhev eMd sl i tbleaesad friegamci al
g working class that keeps inflation in ¢
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l ndi ads Neoliber al Reforms and Financializat|

quick | ook eatm tdleevel opgient s of the I ndian ec
ckground forr celxeanmifnimogneyheand growth of financ
dia hadi aieauosreemy , with certain |l ead given to
frastructure and heavy industries in the firs
owing ecenedtdqyaBsuafrari anlxohs,t raad nwe ltli lds mindf r
nstraints. The indus199al hgdolwebanbét Weerr 68660
owth was 2.7 percent, and a servic®l.seknor gr
itiarvatoinee fiscal/ monetary stance was | iber:
owth rate being 4.5 percent. There are other ¢
vestment in building hospitals, medi c al educat
cati on, free coll egiat e education, provision
fordabl e internal transport, banking, publ i c
dustri es, et c, even i f these were |itnhagred t o u
eas. The failure to regulate private accumul at
ash earnings abroad, refuse to innovate and s
iled the Nehruvian regul ation r etdhirneee. dTehcea dfeal |
p&Reble bilateral trade and needed | MF to bail
i si s. Since world became wunipol ar, I ndia as
serves, i s compel l ed to join t mali Aimems$ cad W
neol i beralization of the economy. This promised
i nvestments that gave reserves to manage the tre
Neol i beral reforms gave mixed prospects and cha
afterpwedéeés!|l i beralizati on, I ndia'"s manufacturin
t hough sectors such as tel ecommunications, bar
received majority of the foreign direct i nvestn
mar ket . rimad iiomf d echnol ogy sector is the only se
exports, besides petroleum product s. Il ndi a’ s i myg
agencies al most capped India’s trade deficit t
restri ctteadhnlmyrati c bureaucrats and Central Ba
singularly focussed on tax reductions. Af ter a

('D"CQ)"""D_"Q.D_‘D_‘O_‘DDQJ>O.I
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fortunes turned with the accel®X.atkeddigd oaddbptge
financi albalasttieorn proi vate corporate accumul ati on
economy entailed |iberal I|isting of companies on
compani es, converting al/l public controlled com
trackickglstseoing process, relaxing auditing nor ms
wi dening bond markets and fixed income asset tr
commodity futures, housing and real estate | end
all oweo fl oat subsidiary investment banks.

Financialization of a capitalist economy can b
a considerable | evel of devel opment of proc
ulated finance srcdeodr hbhagss tdadelabped recomor
rvative monetary policy, for the fear of
dence of the imperialist power s. The finan
ci al institutions. elivbeoam pubdi cadimobntr swi ag
opment funding are subjected to market rul ¢
cpapency domi nat ed stage t o bank cred
alization. This can be sienenciirncudade oaf h
y f I from 58.8 percent of total money
X ta la), while bank deposits share g
t

r

- 35 S O «Q

e
e
a e 2a). ThisKkdysneassmmajescrhfielbhe uae emaod
e money supply tends to grow copiousl
1). The flow of foreign reserves 4 n the f«¢
portfolio investment Sluppl yndrseas ecshad o me29g)t
erves are invested back in US securities that
urns are sometimes used to buy dollars to st
well as country’ xtemreditwommteirce ad. bDhe oavi ng
rporate firms is facilitated by | everaging th
nancialization is thus also facilitated by t
ctor in expaceéing the fi

Much of this money supply is banking credit. T
eol i berali sm. First, the share of government cr
eforms in 1991 was substantial , 6iti nwd® 94t eadicle
27.3 percent in 2008. However, it is gone up
ssible driving up public investment to sustai
e government credit tenddéddotuaghhbe dhiwgh ime ftdiree nk
cades; and was increased to -Gloobdl thienasmgigalngc
riod (see Appendix table 4a). The periods of |
incides with the pedisbarefohi ghbmmegcioakt hcaaed
en we | ook at corresponding growth in money s
celerated from 129@ tperrten? per260e0m. 1@Mle rneg i1s9 ©
rginal decline 20224 (perecdemratbl durking These rate
Il oBegm basis, which creates enormous amount of
prices. The second aspect of the neoliberal b 8
borrowers and htaerditng tihe omi g | adlrhpeo rsahtaerse (osfe es ntahl
and micro industries in the overal/l commerci al ¢
1979 to 2022, it fell from 23.3 percent to 17.9
medi uml ande industries increased from 76.7 perc:¢
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l' i on’s share up to 90 percent of commerci al cr
Appendi x table 8a)

CharMonley supply in B2021on Rupees 1968

|Money Supply in Rs. Crore
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27 Changes in the classification of industries by the government of India is reflected with a
break in the line graphs.
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The structure of the credit i n I ndia in the |

industrial credit, and services rose to dominanc
banking, finance, andaveabeentaneransnd heaesinobah

growth of c¢credit has similar trends, what is int

of service sector exceeded 50 percent and it ini
The share «fr eidindugtrreiwalup to 2005 and fell dr ast

seen not only in sectoral shar es, but al so in

recorded the highest growth of credit te it (esp

2008),chma by consumer credit (see Appendi x tab
i ndustrial sector had been falling in20h2 past

(see Appendix table 6a). To this extenesthat sh
has been consistently fell and volume of <credit
since 1979 (see Appendix table 8a). To conclude
falling in the Indian industry, t hbee esnharoemianfg i n
down, and the share of service sector has gone
services constitutes real estate and housing | C
finance plays an important role mnomyhegséé namai @
9, 10) . We also have seen a remarkable rise i
capitalisation in the past twenty years (see che

Chart 7: BSE Mar ket Capitalisation (Rs. Crore)
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The Bombay Stock Exchange mar ket capitalizatio
is roughly 240 percent of India’'s GDP (see char:
4515 percent . Such a dispromparkebnand grapwt il of

which typically happens through fusion of banki
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also spilled into housing credit, which has gr ¢
trillion ORAL.NnghE99®2sul it aingl pkyrescsksiincg 4©O97,
by the housing price index published by the Rese
during21220(1s8ee figure 10.
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6 . Monetaryl ROl atypopn Targeting and Exchange Rat

The issue of monetary contr ol is often raised
with a presumption that monetary authorities can
creation process and the emplycaevensi eSinwith
orthodoxy in the form of monetarism and its var
the popular policy to control monetary expansio
When we considerdd3broad, momey act , comprises o0
portion, which expand as result of public debt w
instruments are used in practice such as bank
influence monBRynilsumpptly i s what central bank char
they borrow from the former without security. W
banks while selling government securities to ma
charged by bhecbmmk&rci al |l oans is called pri me |
the same direction and repo rate is the explici
When we did some simple regression tests to see
using tphuebldiasthaed by t he Reserve Bank of I ndia. T
of repo rate on M3, is negati2es,eewittahblveerly) .| eSsism
the result when we regressed prime | ending rat
sdtistically insignificant. These regressions cC:
policy on inflation control and investment pr oce
creation process involves | oans for pmécdcedti on,
by a wide array of factors we argued that the i
the economic activity is but highly wunlikely.
The expansion of broad money supply shoul d ha
i ncome, as it faoi loift ameseyconagirtsal i nto pr od:
realization. As we have argued that it is highl:\
a financial year would translate in growth of o
for I ndian da¢t aMZX omdd ranspdrmhiyesr se sign with the c
as well as in the | agged year. |t has -yaeasrignific
l ag (table 2). Thus, this result supports our c
subst gntaihelald of creation of real output, as t he
di stance of two years, at l east . I f the money s
controlling money supply becomes near i mpossi bl e

Important departures in the monetary policy during neoliberalism is to confine
monetary policy to inflation targeting and leave out output -targeting, besides achieving
controlled depreciation, often dubbed as exchange rate stability. Under financialization,
calibration of money supply to maintain a targeted low inflation would be the most
difficult task. Unless some forms of financial repression are practiced by the state, the most
likely happening is the excess money created than the potential output. However, these
money balances may end up in as®t spheres and inventories, and forcing bad debts on

28 Methodology applied here is of simple linear regression. Simple Linear Regression output are
presented in the tables 9, 10, 11 and 2.

a. The algebraic expression is y = a + bx; where y is the dependent variable, x is the
independent variable, a is constant, and b is the coefficient.
b. The results are interpreted against the p-values, t-values, R-squared and D-Watson test.
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the banks. For instance, the BSE index has grown 55 times in the past 30 years. The money
supply growth in India has significant correlation with BSE stock index (table no.3).

The

inflationary possibili ties should exist only to the extent of excess money entering into
wage circuit, while supply bottlenecks too cause inflation. The scope of wage inflation is

likely to be less for an economy which experienced considerable fall in the share of wages
in the national income Invalid source specified. . Therefore, the neoliberal period has
withessed much more asset inflation than the commodity inflation.

Table 1. Log-Linear Regressions

Period Depende | Independ | Coeff T-Value | P- R2 DW
nt ent Value Statistic
Variable | Variable
19522022 (71) | M3 Bank Rate | +3.011 | 3.69 0.000 |0.1647|0.0171
19922022 (31) | Commer
cial PLR -2.0892 |-1.34 0.190 0.0584 | 0.0205
Credit
20012022 (22) | M3 Repo Rate | -1.6052 | -1.95 0.065 | 0.1601| 0.1696
20012022 (22) | Inflation | Repo Rate | +0.1698 | 0.43 0.673 | 0.0091| 0.3438
20012022 (22) | Inflation
(lag 1| Repo Rate | +0.6719 | 1.72 0.102 0.1343| 0.4301
year)
Notleirnear Regressions algebraic expressions ar e
Tabl.keo@ Linear Regression2BRea) GDP and (197:
Dep Var Ind Var Coeff T-Value P-Value R? DW
Real GDR, M3 -0.6245 -1.12
Real GDR, M3t1 -0.6112 -0.61 0.000 0.99 |0.2491
Real GDR. M3:-2 +1.5857 2.89
Tabl.keo® Linear Regression BSBi SeEp2@22afyBndex) al
Dep Var Ind Var Coeff T-Value P-Value R2
BSE_Sensex AM3; 0.8927 23.59 0.000 0.92
BSE_Sensex AM31 0.8696 21.83 0.000 0.92
BSE_Sensex AM3;.2 0.8382 21.05 0.000 0.92
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Table 4. Log-Linear Regression

Period
g‘gé) of \?zrri)able I\?gr(ia:ble Coefficient ;r/alue \P/alue Re gt\{vsuistic
19872022 | M3 Inflation -0.904 -1.75 0.091 | 0.0922 | 0.119
19872022 | \3 (lag 1) | Inflation | -1.131 -2.24 | 0.033 |0.1474 | 0.161
19872022 | M3 (lag 2) | Inflation | -1.047 2.04 |0.051 |0.1290 | 0.134
19872022 | Inflation M3 -0.101 -1.75 0.091 | 0.0922 | 0.848
19872022 | Inflation 1, -0.099 170 | 0.099 |0.0879 | 0.884
(lag 1)
19872022 '(Ir‘a‘cggg’” M3 -0.107 173 | 0.094 |0.0939 | 0.854
Notlei:near Regressions algebraic exgrM8sidli bheraneeapp
Inflation and Growth Rates in |evels, after checkin
7. Granger Causality Results
The above results between inflation rates, mo n

using Granger 2. caulshad intgbesetsst safetahe foll owing (¢
detail s):

29 We used a granger causality test developed by Toda-Yamamoto (1995) and Dolado and
Lutkepohl (1996), popularly known as TYDL model. TYDL Granger (non) causality is used to test
the direction of causality between two variables. This particular test is used here because ths test
can be applied to any series regardless of the order of integration. The Test employs modified
WALD test based on VAR modelling.

a. First is to identify the maximum order of integration by applying unit root test.  We used

ADF test here.

b. Then we create a VAR model on the series at level regardless of their order of integration.

Generally, number of optimal lags is determined by a selection criterion.

c. TYDL approach intentionally over -fits the model with additional dmax order of

integration. For e.g.,

@ | ® | @ -

Where, x and y are two variables, dmax is the maximum order of integration, 60
and n0 are constants,et is the error term, and a and (3 are the coefficients, k is the optimal
lag order (However, for our purposes to test our hypothesis on causal direction of between
the variables, we employed 0 lags and 1 lag. The test does not mean misapplication of the
model, but using it specifically to understand the dynamics and apply it to specificity of
the hypothesis).

d. We apply causality test for non-causality using pairwise equations and modified Wald
test (MWald) for the significance of the parameters. The MWald follows Chi -Square((2)
distribution and the degrees of freedom are equal to the number of time lags(k+dmax).
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T There is no causality from Repo rate to | nfl

cause repo rate.

T There is no causation from Lending Rate to C

credit causing lending rate.

T Rse in Bank Rate causes M3, which is pervers:

T There is no causality from M3 to Inflation,

rise.

Repo rates have no causal influence on infl at
causedilmy |tahe on rate. Second, the commercial <cre
suggesting inveshemkbastisc, iateessatt proved by pl
Third, there is no causality from broag money N
other way. These results support the alternati ve
the mainstream theory.

Table 5. TYDL Granger (non) Causality Estimates (see Appendix Il for methodology)

Period & Variables Stationarity [P-Values] Causal Direction
Lending Rate (LR) & Commercial Credit (CC) LR - C{CC - LR
19912022 . .. | 0.317 0.367
19912022 (1 year lag) LRat1diff, CCatadift 5355 0.647
Broad Money (M3) & Bank Rate (BR) M3 - BIBR - M3
19912022 . | 0.191 0.016**

19912022 (1 year lag) M3 atlevels; BRat Rdiff =55, 0.121
Lending Rate (LR) & Bank Rate (BR) LR - BIBR SLR
19912022 . 0.026** 0583
19912022 (1 year lag) LR and BR at ¥ diff 0.060%** 0.940
Inflation Rate (IR) & Bank Rate (BR IR - BIBR - LR
19912022 Inflation at Levels and | 0.008* 0.798
19912022 (1 year lag) BR at Xt diff 0.135 0.595
* ** and *** are 1%, 5% and 10% level of significance respectively

Not®BYDL model for granger (non) causality is followed her

8. Conclusions

Il ndia’'s path to neoliberalism and financiali za
part of integration into the American Worl d Sy
foll owe8oYiaeéd UOmMmi on, neol i beralism as Regul ati on
for the periphery to join the expanding unipol ar

Rejection of the null hypot hesis means the presence of norcausality. Thus, TYDL model

is set up as follows:
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the new gl obal infl ows have temporarily solved

whil el ssarpalue is transferred through capital ou
accumul ati on, which results in contraction of I
through financializati on, which includes openin
fi neancnowam&nng firms can raise in the equity m
means to overcome the realisation crisis of the
The excess |liquidity, is prevented ctoopifolusw yi nt o
flows into asset markets. I't also |l eads to poor
which are bailed out periodically by the Centr
opportunities for countries | idper ilmiddray ,t owhgircohw |
often hailed as success of economic reforms and
sacrifice of invisible drain of its surplus val
means to accumulate and steocial weattbnibemastiet s.
capital at the expense of the small, which sev
peripheral countries wher e maj ority seek i vel
empl oyment and precariousi ousadkademhaei vebramtwpyc
in innovation and core strength to grow up the
expansion has long | ag, which makes short term
I nflation suppression happeaosvéehtooghli empgpual tcay
gives insipient results, since the phenomenon i
becomes the gl obal managemetndr mfexnhidrmge omatreat et
This regulation regi mepodepriovestt mal Kegnebkangg!
by i mposing | imits on fiscal borrowing. The ecor
finance systems.
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APPENDI X

(Tabl es)

Data Source: Reserve Bank of Il ndi a Data base;
General Shatde:d cell s i n t he tabl es refl ect C
unavailability of data for the period.
Tabl e .nRel dtai ve shares of Cas h, Demand Deposi
percent)
Iltem 1952 1971 1991 2004 2008 2017 2022
Cash |58.8 44.1 22.2 17.6 16.4 11 16
DD 24.8 28.5 15.7 13.9 16.1 11.5 11.3
TD 14.8 35.3 69.3 76.7 79.4 73.1 73.5
SourRees:erve Bank of Il ndi a
NoteD i s Demand Deposits; TD is Time Deposits Sour ceé
Tabl e .GoowRh Rates of Components of Money Supp
Iltem 19521990 19912004 20042008 20082017 | 20172022
Cash 10 14.7 15.9 9.5 18.6
(circulation)
DD 115 15.6 22.3 10.3 9.6
TD 17.5 17.6 19 15.1 8.5
M1 10.2 14.6 17.9 10.8 14.5
M3 12.8 16.7 18 14.5 10
SourRees:erve Bank of I ndi a
Table .8bar8a of Government and Commerci al Credi
Iltem 1971 1991 2004 2008 2017 2022
Government 45.6 45.3 43.5 27.7 32.3 33.7
Credit
Commercial 54.4 54.7 56.5 72.3 67.7 66.3
Credit
Total Credit 100 100 100 100 100 100
SourRees:erve Bank of Il ndi a
Tabl e .Goovwtah rates of Government and Commerci a
percent)
Item 19711990 19912004 20042008 2008 20172022
2017
Government 17.7 13.9 4.7 17.8 9.9
Credit
Commercial 18 14.6 24.7 15 8.5
Credit
Total Credit 17.9 14.3 17.2 15.8 8.9
SourRees:erve Bank of Il ndi a
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Tabl e .Bect baal Shares in Commerci al Credit rat
ltem 1980 1991 2005 2022
Agriculture + |9.83 10.55 12.4 13.3
Allied
Industries 38.72 38.85 42.1 28.6
Services 51.45 50.6 20 27.3
Consumer Credit 25.5 30.7
Total 100 100 100 100

SourRees:erve Bank of Il ndi a

Tabl e .Bect 6aal Commerci al Credit Growth (in pe
ltem 19831990 19912004 20042008 20082017 | 20172022
Agriculture -+ | 4 ¢ 13.9 32.1 15.3 8.1
Allied
Industries 17.3 13.3 28.7 13.5 3.3
Services 16.6 15.6 20.6 15.9 11.3
Consumer
Credit 26.7 13.4 16.7

SourRees:er ve Bank of Il ndi a

Tabl e @GompavAmd u al Growth of Commerci al Credit

(in percent)
Iltem 19791990 | 19912004 20042008 20082017 | 20172022
Small Scale 19.6 12.8
Micro & Small 10.8 6.3
Medium & 16 4 13 24 12.3 2.1
Large
Medium -0.6 12.6
Large 13.6 15
Total 17.2 123 22.4 11.4 2.9
Industries
Real Estate 62.5 9.3 9.8
Housing 38 7.5 17.9
SourRees:er ve Bank of Il ndi a
Tabl e .€@omp8B8and Annual Share of Commerci al Cred
percent)
ltem 1979 1991 2007 2008 2022
Small Scale 23.3 27.9 16.9
Micro & Small 15.5 17.9
Medium & Large 76.7 72.1 83.1 84.5 82.1
Medium 12.9 7.7
Large 71.6 74.4
Total Industries 100 100 100 100 100
SourRees:erve Bank of Il ndi a
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Abstract

The purpose of thidnpagepui sahal gsami-nehatupdsagt.i
economic activities within the productive struct
transport (H49), water transport (H50), air tran
reaestate (L68), administrative and -SJuppbhe ser
analysis draws on secondary data sourceéed from t
2014. The results for the Greekdiercgonmoenyu latrse fcoor
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1.l ntroducti on

I n 2017, tourism contributed 10 percent to gl o
rel ated t(oUNWIWOr i2s0m 8, 3) . From 2009 to 2019, i n
al most doubled globally, and in 2019, 7 percent

were related to tourism (UNWTO 2023, 4,; 2024b, z
I n Greece, tourism contRPibote@0192. Whplkeecéadt 1t
empl oyment warseliatesduedcdesmomic activities (I NSETE

to the Bank of Greece, i nbound tourism increasec
20109, 87.31 percent ofl aodriosly d42mé9f pemcahbt oa
tourists. Export revenues from international tou
percent of tot al service exports and 25.04 per

Tourism expo
data highli
The COGMVI Dp

rts coverhed g70%.d%s peracdeentded i cit (I NS
ht the particularly high export ori e
ndemic had a negative impact on gl ob
i nternational touri st ar riinv a2l 0s2 Ow e rweh i d oewnt o7u2r i psenr
decreased b 63 per<€a@nt. (WVLNWOQR 320 230:ur5 st arrivi
percent of 2019 Il evel s, and export revenues rep!
return to 2019 | evelBO expxha:&dl.in 2024 (UNW

According to | NSETE (2021: 14, 17 ; =22002222 : 14,
tourism's contribution to GDP decreased compar ec
2023 (3.9 percent in 2020, 7.4 @Aer cpeerrtc eint 2 2 12,
Additionall vy, empfreymeretd iecohomicsmctivities de
2021 (15.9 percent in 2020, 17.1 percent in 202
23) . I nbound tourism dechndedompahednt abdoma
uri sm dd2r0i2n2g b2ut2 approached 2019 |l evels in 202:
venues to both service exports and total expo
creased €2u0r2i2ngbu2t02s0l i ght Ilye veed psr d anc h2e0d2 32 0 1D%e s p i t
22, Greece was among the top 10 gl obal destin
rival s, and ranked 9t hbhelf i ZGed8namiyl, | iwdhr cdr rriawm&led
8.5 million arrivals)2QdAWTOD62023perO®&end49of in
r
p

g
a
a
y

ivals toe&ki gloaumd riiresEUwhi l e the tourist arri
resented 12.75 percent-2df (&INIWTtOo 2r0i2gttb: ar7r i 1&1
he above data highlight the great i mportance
s export oursiienngt -®iurt ppuutt Bwyal ysi s, t ha)s tprager
oduction |linkages (backwaddtand efcomwand ¢) acft i tv
the extent to whi-cédl ahedeapoirvistioéstoelrysmn i
| as the extent of productTlhe deaklatge sofoft h d e
|l ysis are toamygasimad ewdi le onomiremaagt i ¥ihtei ss r @ ga
nomy in the EU. The second section reviews t|
contribution of tourism to thetepaonampa) ySosL
third section is devot edd rteos etahrec hmeltihnoidtoal toi goyn
fourth section presents the research resul
clusions.
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2.Literature Revi ew

The | iterature investigates the i mpact of tour
regionalusl agelvari ous met hodol ogi es. Mazumder e
l'iterature review of stud?288%81 cahat e-distepduti bpttwe
mo d e¥4gse,ner al equilibrium model s, Keynesian mul ti
model s, and tourism satellite accounti@fgy model s

the 49 studiesopumpset amsabybnputhMa zvuamdyeirn ge td eagr. e €24
286287). They argue that the choice of method/tec

avail able data, and the assumptions of each stuc
Eadington and Redman ( ou%lp)uts wogd sytsitsh gtr oivn pet
i nformant itome interconnections between production
data availability and high data collection cost s
FIl etcher (1989) and Briassoulis (180fputal so h
anal ysxiasmiinn neg tourism's economic impact. FIl et ch
performance of tourism in South Korea to its re
noting that | ower i mport shares increase the i
produclte aknages abroad (BR&)ycheBri 49886419i5326( 1991
highlighted some methodol ogi cal i ssues -arising
out put analysis and the nature of touri sm, part
fixed teefifi calnts.

Frechtling) (R8ddmmébadsputmpanbnhal ysis for studyin
transactions, poi-ntutpgt omahalyhaits iinput t ool for
substitution, increased domesti c gherdunsulitoinplliienrk
i mpacts of tourism demand or, in other words, r
tourism spending.

Atan and Arslanturk (2012) examined the backw

Turkish economy for 2002, c xlcoourimeotdiart g omu latnidp | fi oe
service activities.” Surugiu (2009) <calcul ated
economic activities of the Romanian economy, sSp¢
food service activities,” whitalh |was< ooome cd fe dt lse cv
Archer and Fletcher (1988)owthplutFl @nalhysi § 11998 99
trade fl ows, mul tipliers, amel pteduetcionemi ealag
among countries. Khanal-sdtoral .f o(r2 &lhde) eicdhenrotmiyf iodc

Economakis et440) cehidred3@Greece’'s backward I
Bel gium and Germany for 2005, finding that Gr e

production |inkages.

Kol okontes et al. dRwWdr8d 15110k &agpd £ ud md eidn dame an
multipliers of the Greek economy for 2010, fin
highest multipliers of output, employment, and i
and “food, beverages amude ttobaccecd rprreeduwctisv,e si ze
Economaki s and Ma2rlkda)k ii n(v2e0s2tOi:galt4e3d t he producti
Greek economy in a comparative framework with ot
their anal yeil @t edoercio®mminmta catmowigt itéhso sveerwa t h t h
forward or backward |Iinkages in 2014, apart fr o]

34 The first application of input -output analysis to study the impact of tourism took place in the
early 1960s 6ee Briassoulis 1991: 487).
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and support service aesteictiotri esd, "t hwehiecl nwamsy .a Akdady
found that in 2014 tohrd si myaocsr t0.c3dMt eonrt 3df. 4e xpper c e |
Myl onas -$§19998)3 by wsatpgti apai ysi s, esti mated
related economic activitlilepeofceGreotetodtmtrighuowte
in 1992.

Paratsi okas and Danchev (2012 5, réfTpateadal cul
economic activities on the total out put of the
tourism contributed 15.1 percent or 34.4 billio
i mact on GDP was estimated at 15.2 billion euro:

Kasi mati qR2)0,16whi6loe analyzing quart-@r0lly3,data f
calculated the average tourism multiplier at 1
created a 1.0 perxCihx. GDP increase in
At hanassiou et al . (2014: 6 3) i nvestigated t hi
empl oyment by sector of Greece in 2010. Their re
sectors with significant mul tiplierfewfacés on
associated with the production of internationall
63, 65). According to this study, this is due to
internationally tradabl e goods rwicthire, tlaed daoime
consequent high proportion of imports, which 1inc
the multiplier effects of domestic sectors (At
At hanassiou and - T2apumRe@®&nn@in¢g 8tthoe tsoeucrti srns, rtehlea
analysis points out that the increase of output
and food services” exerts significant multipliel
the facta tlldnardansiivve sect arl .( Rtlhn.a HHi ou et

Backinezos et al. (2020) investigated product
val-accded and empl oyment mul tipliers for Greek ¢
results indicatedrdlhatedmoangn dheua”itaaca vievli td genc y
related services” sector was among the top ten
whereas the “accommodati on and food services” sce¢
the economy’'s average andhtilty a&honwpe et malddqdaonmey’
(Backinezos -5) al . 2020: 14
At hanassiou and Tsouma (2013) calculated the i
exports in Greece by sector and for the economy
2010. Il n tsheitrhean(atloytsal ) i mport content, whi ch
consumption and exports and pertains to the enti
content and the indirect import content. The dir
to the eofthadomestic consumption covered by impor
while the direct import content of exports refer
of goods and services without further 8).cessinc
Tk indirect import content of consumption refer
tot al out put directed towards (domestic) consumy
of exports (or forECY¥ni tonermsg off telxegh omdtomwodol og
refers to the share of i mported inputs in the
(Athanassiou and683oumaddRO0ldnablly, they calcul a
content by economic act i-RL tiyn (toerr npa oaflu atghyeo thrhehtteha k
we follow), which reflects the share of i mport
calculate the direct i mport content by economi
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i mported goods and services direchdd expwatds |
(Athanassiou and68youmae20hd8iré6et i mport conten
of demand abroad, resulting from the substitutio
i nputs with imported intermediattentnpmuefsl, e omhs | te
| eakage of demand abroad, resulting from the su
i mported final goods destined for domestic consu
results indicate high val uest, ceosnpeecnitalofy efxoprortth
percent in 2005, 27.0 percent in 2008, and 25. 3
| ack esfuf ecfency” i n intermedi at e i nput s and
production structure of thsouwma nz02yd. (BA ghaarndaisnsg
tourdislmated economic activities, they do not rep
indirect import content by sector, with the exc:
sector, whose indexrvahae itheslaivehtlge. hi gh

3. Methodol ogy

|l npauwt put analysis was developed by Wassily Le:
that the production of a sector is often used ¢
Thereforcut piuntpuanal ysi guahtoWwgndahetintlernkages ¢

economy (Leontief 1986, 19). OhtpuitstmbdespoThieb
of the table depict the distribution of a secto
(including i ttsted ffli,nals dvermdndsf or each sector (
government demand, exports). The col umns repr e
production of a sector's output, primary input ¢
taxes), and i mpairt s2gmM21 [ 2r and BI

| Nnpaut put analysis assumes that each producti ol

a whol e, exhibits constant returns to scal e, t h
given, and therefore thecdrsthantc,alt teoeddti gutena fs
i s homogeneous, and there are no restrictions on

(Leontief 4AB;41Le @t i-BHL1198&r k8R4 2013: 36; Ten R
Our analysis is bast®©dtpat thebWos | WIQ@Pu deri v
Worl d -Onppuat Database (Wl OB2O0 1f4ori nt hceu ryreecanrts p2r O Ocl
covers 56 sectoiOutpAt Woaebdel opusi sts of the tolf
Out put Tabl es, which areadettrowsnededgr aheougph
tables, where the columns record the inputs (in
basic prices, international transport margins) o
while the rows recosdcthe bDoatpuher ofeetnaachs and

structure of W OT is described in detail by Ti mr
The tmtdarstry transactions (in monetary ter ms)

are captured as followda2fMiller and Blair 2022:

w J} 9

whemwes the n x 1 column veéectepr ewkats ¢deh oalt @
secitjars the n x n matr xi nwhiecraet eesarctthiu eetl ireyieena | es fr

secitoor sgctooar in other words, it represents the
intermedi ®Oties itrhputns,x 1 column veceprewberts thel
final demand for tQhe product of sector

I'n i-opuput analysi s, i tr-iinsd uasstsruymefd otwhsaitbh etthwee einn

angdare connected by a constant relationship wit

115



guantity of intermedi at®upmlpiudjs epeechtdswiinsc Bes e ot c
out put . The rel ationsyhi @f bgdawtomnmt pubhe aqdarthiet r e
guantity of intermediatdesaopubedfasmfeklCcbows ( sec
2022, 15 ff).:

. ®

W -

()
I n ot her wodisnditchaet etsertnhe amount of i hter medi ¢
(in monetary ter ms) required jto @utopwtc e( iom emaméd
ter ms) . This ratio is called the technical coef

extracthaonhcaf teef ficient soutipeust aan alhyes icso.r e of i
Based on the above and given that:

W St W W O
W
we can summariinzdeu stthrey itnrtaeenrsacti ons among al |l n
whi h were pr esenrtpdr atbionvge tbhye itnecchni c al coeffic

c
with the help of the matrices:
w ! 8 9+ 8 !8 9+ 80! 9+ 8 ) ! 9

whepgies the n x neaidemthietyw matmrimatri x of techni
l emenesch of which indicates theiramaountdotoin
produce oneseuchtietr ooud Eunte, t he n x n Leontief matri
s the n x n inverse Leontief matri x.

I't is noted that the inverse Leontief matrix i
nd shows how the total out put of eactd ekctor d
ach sector in monetary t8djms (Miller and Bl air
The BL index can be used to investigate the ex
a searer strong or weak. I n other words, BL show:
verticatli @m oldiuckages, i . e.jtotthlee |l otntkkeargese otf o ras sfe
i
c

@

o

it is supplied inputs, are strong or weak. The
an be done wusing the following@gO0#49grmula (Miller

60 B

whefes the n x 1 uni® scalhuemn rvaencsfpoois ed modt hvee cnt ox
inverse Leontief matrix, and each el ement of the
of the n sectors, showing the phtangt that ewdhbm
from a change in the demand for the product of s
The normalized BL index can be calculated usin

-_

=

1 'E’ E

where each el emenmgt vefs the wecmmad i zed jJ.JBL i ndex
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The FL index can be used to investigate the ex
sectaorre stronpbnoot weakwor ds, FL shows the degree
horizont al produetiomn hlei hk &tk gtehse odt hae rs escetcotror s
it supplies input sThearceal sturlantg omr oweak.e FL i nd
Ghosh model (Mill ef30&nd Fliaist ,2022:i s3hecessary t
B, whehr ee leecace hbws t he i nt er me dtioa teea csha | cefg tohfe sseecct:
as a share of thei:tot"al out put of sector

. ©
w -
w

Subsequently, following a similar | ogic as in
matr i-B, i s constructed, and then) tthewinhkherse G
el eménht sBased on the above, the calcudmtben of t
done using the following formula (see also Econc

ob ' E

where G is the n x n inverse Ghosh ma&%,ri x and
gives the FL index of each of the n sectors, S
economy’'s output from a chamnmgy dme trhen etad ruye wlrdidte
The normalized FL index can be calculated by u

&

mh

I 1
B

m

where each elem&givet the wecmati zed i.FL index
It is noted that from,darhé&, vard ucewe rod| Ib opgihc ti inrde ca
l inkages with the other sectors of deérxe hlawe oany
value greater than one, the examined sector has
with the other sectors of tshec teocro noofmyt haen de ccoomosny
and Mill et30X6022: 305

The import content oafdiexagonrt ofsdrhwed eak aggre iof
due to the use of i mported intermediate inputs
According to theiOB®D t( 2c02n4t)e,ntt hod exports is def
i nputs in the owvetray)] enxgoréesl e¢ta tthe extent t
foreign inputs. é

The import content can be calculated for the t
Al varez DR212:Athhnassiou and Tsouma 2013: 68),
subsequéhtIlpyodacti on | eakages (PL). The i mport
can also be calculated both for the economy'’'s e
193) and for the exports of -8&29dh sector (Hummel s
The producti(®h)l aalkagas cul ated by 3using the fo

60 @6 209

35We use the notations adopted by Economakis and Markaki (2020).
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where PL is the row vector where each element shows the share of imported inputs in
the total output of sector j or the production leakages of a sectorj abroad when the
demand for its product increases by one monetary unit, ;>is the 1 x n unit row vector, =,
is the n x n matrix of import input coefficients,and k = s the n x ninverse Leontief
matrix.

It is noted that to construct matrix =, matrix J-D needs to be derived first, which shows
the distribution of intermediate inputs imported from third countries. Each element »

of matrix 4%, is obtained by summing the inputs required for the output of sector j that
are imported from sector i of all other countries.
Each element of matrix = is then derived as follows:

L4 w
(L) —_—

whil e @aitsr idxkeri ved as foll ows
0 ®

where is the n x n diagonal matrix, while each element of the main diagonal
represents the output of sector , and is the inverse matrix of
The calculation of the import content of exports can be done by using the formula:

06 OO 206 V@ 060 FOW

whefOé&di s the n x n diagonal matri x, whil e each
represents the sjharexpdbresachnsebéeotot al exports
el ement of tFhCeX rows vtelcd osrh airrep wtf s i imp otrieedexports
jor the product i ojpabrecaakda gwehse no ft hsee cetxopror t s of t hat
one monetary unit. SumimCxMgctbe e¢emens si oft hdein
of exports for the total exports of the economy
for the entire economy caused by an increase of
Briassoulis (1991) hlaocsgigcraolu piesds utehse rneeltahtoeddo t o
out put anal ysis of tourism into four categorie
analysis stems from the assumption of constant
Briassoul i s4190199%thed&Bsumpdsti amt technical coeff
acceptable for economies where tourism developm
than for economies where tourism development i s
is significant. Mofrieoivemt s tmayhZwnchahgeomore freqg
possibility of substituting inputs (between capi
l abor) . However, Archer and Fl etcher (1988: 9
fundament alnltye nlsa bvkegi rangdr oducti on functions, and
coefficients, tend to be quite stable over ti me.
i npaudt put analysis relies on annual dat a, the t e
not r efdneaclti tsyeeasFi nall yv7) Frwlhén |l i agen( 2i0itd:t & t he
out put analysis in tourism, considers the assun
absence of supply constraints, and fixed input e

118



believes t hat external shocks t o whi ch touri s
i ncorporatedutipmuto d meluytsi s.

When wusi matiprugutanal ysis to investigate tourismn
tourism is not a tradrthaoesaetbttecobhbmicpsedtuoersnmi
(Briassoulis 1991: 488). Thus, the effects of to

economic activity (Briassoulis 1991: 489).
I n order to ideeptatedthetioutiemal weramewoek t
of the Tourism Satellite Account, which include

” “

product s and tourism characteristic activities:
2010a: 2340201 0hhi s3MmMet hodol ogduwsad t chei cecommenad
that international comparability of tourism sho
and relatétdnacedviNatiesads 2010b: 40) .

Since the dat-autpom théliespat-ci girtovihaaluateact v

di git | SI'C “tourism charact-drgsti tShC€CtcodeyT{or s
grouping) based on the cl| asosuitfpiucta ttiaobnl eosf. sTeacbtloer
the teauverliastred economic activitieal dhosc@amecsesadbt
l i mitation of our research.
Tabl eTolrism related economic activities i n acc¢
classification.

H49 Land transport and transport via pipelines

H50 Water transport

H51 Air transport

I Accommodation and food service activities

L68 Real estate activities

N Administrative and support service activities

R-S Other service activities

Source:WIOD, authors calculations.
4. Resul ts
4. Backward Linkages

Gr eece

Tabliel l2ustrates the backwetadatkbeidnlkagea®s mbt aotur v
taking into account the averager eolfattelde etciomeo ms €
activity, we observe that the greatest economi
! economic activity (H51

demandhef air transport?”

the highest degree of backward |l inkages.

It is necessary to point out that from table
toursislmated activi tli. ®25i dufomgadrdadgpe)Thod 200 a
i mpact ofr et @aaseridsmconomic activities is | ower t
sectors of the economy.

Regarding the importehatedfeeanbmiouacsmvity i
i s morael irnegv,e as it depicts the nor maltriezleadt ebdac k wa
economic activities. Each el ement in the table r
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tour-islmated economic activity per year, showing
tori-senl ated economic activity compared to the a
Greek economy.

From the data in table 3, it is evident that o
accommodation and food servi cae naatmaMiitzieas "BL( li)n
value greater than one 2hYdughout the period 20C(

Ger many

Table 4 depicts the backwhaded i akagemi cof acttoiu
Ger many. By taking into account the -neleatage of
economic activity, we observe that the greatest
change in the demand of the “water transport se
shows the highest degree of backward linkages.

|t is necessaryradam tpaoblnd duitt tdmeér gdes t hat th
tourdieslmated activities is (on axdrlalge)Thl .s6 &8 ed war
i mpact ofr et @atreidsmconomic activities is higher (
than the avef aglk!l i mpactors of the economy.

Regarding the importaehaeedfeeancbmitouacsimvity ir
5 is more revealing, as it depicts thelmdremdal i ze
economic activities. eEparcens eenltesmetnhte inno rtnmael itzaebd eB Lr
toursdislmated economic activity per year, showing
tourdieslmted economic activity compared to the a
German economy.

From the datai ti ni st acbMiedebnt that the sectors of
via pipelines” (H49), “water transport” (H50), *
and food service activities” (1) consistently sh
one tghroawu the 20dnid4od 2000

4. Forward linkages

Gr eece

Table 6 depicts the forwared atedk ®@geonomfi ceachi

Greece. By taking into account the awdradgea of
econoamitci vity, we observe that the greatest 1 mp
change in the added value of the “administratiyv
(N). This means that this sector shows the highe
It i sriyedesspaoi nt out that from table 6 it eme
toursislmated economic activities is (ex0ladv.er age)
This average impaat edf etcomoimsém activities is si ¢
aveeapgmpact of all sectors of the economy.
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Tabl.Backward | inkage®!| at edhectoomwomi €mac2i01dties in Greece, 2000
Economic Average
Activities 2000 | 2001 | 2002 | 2003 | 2004 | 2005 |2006 | 2007 | 2008 | 2009 |2010 | 2011 |2012 | 2013 | 2014 200&2%1 4
H49 1.574 | 1.556 | 1.625 | 1.501 | 1.484 | 1.455 | 1.529 | 1.516 | 1.520 | 1.556 | 1.520 | 1.517 | 1.557 | 1.551 | 1.602 1.538
H50 1392 | 1.489 | 1.516 | 1.467 | 1.425 | 1.419 | 1.424 | 1.388 | 1.389 | 1.445 | 1514 | 1.512 | 1.539 | 1.529 | 1.480 1.462
H51 1.757 | 1.736 | 1.789 | 1.693 | 1.689 | 1.714 | 1.716 | 1.678 | 1.661 | 1.721 | 1.581 | 1.645 | 1.669 | 1.653 | 1.642 1.690
[ 1788 | 1.734 | 1.808 | 1.728 | 1.714 | 1.689 | 1.686 | 1.648 | 1.527 | 1.648 | 1.646 | 1.662 | 1.688 | 1.665 | 1.577 1.681
L68 1.191 | 1.195 | 1.201 | 1.224 | 1.248 | 1.204 | 1.195 | 1.142 | 1.114 | 1.125 | 1.071 | 1.087 | 1.077 | 1.074 | 1.074 1.148
N 1.674 | 1.653 | 1.718 | 1.601 | 1.530 | 1.531 | 1.553 | 1.531 | 1.436 | 1.464 | 1.641 | 1.610 | 1.684 | 1.692 | 1.595 1.594
R S 1.563 | 1.561 | 1.583 | 1.584 | 1.557 | 1.543 | 1.541 | 1.528 | 1.514 | 1.516 | 1.586 | 1.628 | 1.581 | 1.578 | 1.565 1.562
Average of

Li‘g;;"r;}ge'ated 1.563 | 1.560 | 1.606 | 1.543 | 1.521 | 1.508 | 1.521 | 1.490 | 1.452 | 1.497 | 1.508 | 1.523 | 1.542 | 1.534 | 1.505 | 1.525
activities

Average of all

economic 1.539 | 1.546 | 1.579 | 1.541 | 1.522 | 1.531 | 1.540 | 1.535 | 1.515 | 1.541 | 1.565 | 1.543 | 1.550 | 1.537 | 1.539 1.541
activities

Source:WIOD, authors calculations

Table 3: Normalized backward linkages of the tourism -related economic activities of Greece, 200862014

Economic
Activities 2000 | 2001 | 2002 | 2003 |2004 |2005 |2006 |2007 |2008 |2009 |2010 |2011 |2012 |2013 | 2014
H49 1.023 | 1.006 | 1.029 | 0.974 | 0.975 | 0.951 | 0.993 | 0.988 | 1.004 | 1.010 | 0.971 | 0.983 | 1.005 | 1.009 | 1.041
H50 0.905 | 0.963 | 0.960 | 0.952 | 0.936 | 0.927 | 0.925 | 0.904 | 0.917 | 0.938 | 0.967 | 0.979 | 0.993 | 0.994 | 0.962
H51 1.142 | 1.123 | 1.133 {1.099 | 1.110 | 1.120 |1.115 | 1.094 | 1.097 |1.117 | 1.010 | 1.066 | 1.077 | 1.075 | 1.067
| 1.162 | 1.122 | 1.145 | 1.122 | 1.126 | 1.103 | 1.095 | 1.074 | 1.008 | 1.070 | 1.052 | 1.077 | 1.089 | 1.083 | 1.025
L68 0.774 | 0.773 | 0.760 | 0.794 | 0.820 | 0.787 | 0.776 | 0.744 | 0.736 | 0.730 | 0.684 | 0.705 | 0.695 | 0.699 | 0.698
N 1.088 | 1.069 | 1.087 | 1.039 | 1.005 | 1.000 | 1.009 | 0.998 | 0.948 | 0.950 | 1.048 | 1.043 | 1.087 | 1.101 | 1.036
R_S 1.016 | 1.010 | 1.002 | 1.028 | 1.023 | 1.008 | 1.001 | 0.996 | 1.000 | 0.984 | 1.013 | 1.055 | 1.020 | 1.026 | 1.017

Source:WIOD, authors calculations
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Table 4. Backward linkages of the tourism -related economic activities in Germany, 2000-2014

Economic Average

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2000-
Activities

2014

H49 1729 | 1.715 | 1.698 | 1.716 | 1.726 | 1.730 | 1.711 | 1.714 | 1.726 | 1.772 | 1.793 | 1.783 | 1.766 | 1.747 | 1.736 | 1.737
H50 1.968 | 1.958 | 2.033 | 2.015 | 1.970 | 1.888 | 2.002 | 2.053 | 2.025 | 1.904 | 1.936 | 2.078 | 2.082 | 2.026 | 2.025 | 1.998
H51 1874 | 1.959 | 2.032 | 2.019 | 1.999 | 1.985 | 1.940 | 1.949 | 1.993 | 1.960 | 1.898 | 1.880 | 1.888 | 1.849 | 1.864 | 1.939
| 1779 | 1.761 | 1.750 | 1.755 | 1.752 | 1.759 | 1.763 | 1.729 | 1.750 | 1.795 | 1.793 | 1.778 | 1.754 | 1.779| 1.770 | 1.764
L68 1390 | 1.388 | 1.357 | 1.375 | 1.373 | 1.378 | 1.368 | 1.343 | 1.333 | 1.396 | 1.388 | 1.373 | 1.356 | 1.352 | 1.340 | 1.367
N 1618 | 1.622 | 1.532 | 1.548 | 1.561 | 1.590 | 1.572 | 1.538 | 1.552 | 1.583 | 1.601 | 1.603 | 1.592 | 1.569 | 1.553 | 1.576
R S 1452 | 1.455 | 1.437 | 1.443 | 1.432 | 1.428 | 1.421 | 1.420 | 1.419 | 1.453 | 1.448 | 1.448| 1.433| 1.430| 1.421 | 1.436
Average of
tourism -related 1.687 | 1.694 | 1.691 | 1.696 | 1.688 | 1.680 | 1.683 | 1.678 | 1.685 | 1.695 | 1.694 | 1.706 | 1.696 | 1.679 | 1.673 | 1.688
economic activities
Average of all 1.647 | 1.654 | 1.657 | 1.667 | 1.659 | 1.664 | 1.655 | 1.652 | 1.661 | 1.684 | 1.663 | 1.662 | 1.640 | 1.635 | 1.625 | 1.655
economic activities

Source:WIOD, authors calculations

Tabl Hobmali zed backwat du t-i enllhaatgeeds eodondmi ¢ act42Wiltdi es of Ger many,

iggclzgc 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
H49 1.050 | 1.037 | 1.025 | 1.029 | 1.040| 1.040 | 1.034 | 1.037 | 1.039 | 1.052 | 1.078 | 1.073 | 1.077 | 1.068 | 1.068
H50 1195 | 1.184 | 1.227 | 1.209 | 1.187| 1.135 | 1.210 | 1.243 | 1.219 | 1.131 | 1.164 | 1.251 | 1.269 | 1.239 | 1.246
H51 1138 | 1.185 | 1.226 | 1.211 | 1.205| 1.193 | 1.173 | 1.179 | 1.200 | 1.164 | 1.141 | 1.132 | 1.151 | 1.130 | 1.147
| 1.080 | 1.065 | 1.056 | 1.053 | 1.056 | 1.057 | 1.065 | 1.046 | 1.053 | 1.066 | 1.078 | 1.070 | 1.069 | 1.088 | 1.089
L68 0.844 | 0.840 | 0.819 | 0.825 | 0.828| 0.828 | 0.827 | 0.813 | 0.802 | 0.829 | 0.835 | 0.826 | 0.826 | 0.827 | 0.825
N 0.982 | 0.981 | 0.925 | 0.929 | 0.941| 0.956 | 0.950 | 0.931 | 0.935 | 0.940 | 0.963 | 0.965 | 0.970 | 0.960 | 0.956
R S 0.881 | 0.880 | 0.867 | 0.866 | 0.863| 0.859 | 0.859 | 0.860 | 0.854 | 0.863 | 0.870 | 0.871 | 0.874 | 0.874 | 0.874

Source:WIOD, authors calculations.
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Regarding the importehatedfeeanbmiouacsmvity i

i's nroeweal ing, as it depicts the nor-melazed ffor
economic activities. Each el ement in the table
tour-islmated economic activity per year, showing

toursislmted economic activity compared to the a
Greek economy.

From the data in table 7, it i s evident t hat 0
and “administrative and supip®treéntsley vicewaatnori mn
FL index value greater than20bé. throughout the g

Ger many

Table 8 depicts the forwaetlatedkagesomic eachi

taking into account the avet agel alihattelde etciomeo ms €
activity, we observe that the greatest impact or
added value of the “administrative and support s
that this sector shows dt he nkkiagglkeesst degree of for
|t is necessary to point out that from table
tourdislmated economic activities is (exn0ladv.er age)
This average i nipeacatt eadf etcowmroimdm actthei avesade |
i mpact of all sectors of the economy.

Regarding the importaeahaeedfeeancbmitouacsimvity ir
9 is more revealing, as it depicts t-hel abedial i z
economic acti wintti eésn. tkhaech aeblleemr epresents the no
tour-sisimted economic activity per year, showing

tour-siesimted economic activity compared to the a
Ger man economy.

Frometdata in table 9, it is evident that only
administrative and support service activities”
index value greater than e2n0el4t.hroughout the peri

Keyectors myf the econo

From tables 10 and 11, it appears triredtatfear bot
economic activitisestoonofititee exzokeyy t+hroughou
2014, meaning that normalized BL and ameomal iyzed

greater than 1
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Table 6. Forward linkages of the tourism -related economic activities in Greece, 20082014

Economic Average
Activities 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | , 0 © 0.
H49 1.656| 1.684| 1.757| 1.713| 1.729| 1.727| 1.732| 1.725| 1.686| 1.683| 1.641| 1.607| 1.619] 1.606| 1.610| 1.678
H50 1.057] 1.054| 1.059| 1.052| 1.035| 1.037| 1.038| 1.031| 1.027] 1.039| 1.032| 1.039| 1.049| 1.050| 1.046| 1.043
H51 1.261| 1.264| 1.322| 1.329| 1.272| 1.287| 1.290| 1.259| 1.257| 1.305| 1.264| 1.275| 1.307| 1.307| 1.302| 1.287
[ 1.093] 1.091]| 1.092| 1.092| 1.092| 1.094| 1.097| 1.099| 1.093| 1.098| 1.103| 1.107| 1.104| 1.109| 1.105| 1.098
L68 1.750| 1.773] 1.838| 1.777| 1.776| 1.785| 1.819| 1.814| 1.753| 1.765| 1.717| 1.664| 1.671| 1.647| 1.662| 1.747
N 2.026| 2.070] 2.119] 2.020] 2.032| 2.015] 2.025| 2.019] 2.026| 1.999] 1.916| 1.921| 1.937| 1.922] 1.885| 1.996
R_S 1.351| 1.355] 1.389| 1.383| 1.375| 1.402| 1.409| 1.413| 1.385]| 1.373| 1.335| 1.324| 1.319] 1.314| 1.317| 1.363
Average of

tourism -related 1.456| 1.470| 1.511| 1.481| 1.473| 1.478| 1.487| 1.480| 1.461| 1.466| 1.430| 1.420| 1.429| 1.422| 1.418| 1.459
economic activities

Average of all 1.661| 1.681| 1.691| 1.650| 1.637| 1.641| 1.643| 1.620| 1.591| 1.615| 1.583| 1.583| 1.602| 1.615| 1.605| 1.628
economic activities

Source:WIOD, authors calculations

Tabl:e Normalized forwar d-rleil nakt aegde se coofn otnmhi ec taccd2riOiisdmt i es i n Greece,
Economic Activities | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
H49 0.997 | 1.002 | 1.039 | 1.038 | 1.057 | 1.053 | 1.054 | 1.065 | 1.060 | 1.042 | 1.037 | 1.015 | 1.011 | 0.994 | 1.003
H50 0.637 | 0.627 | 0.626 | 0.638 | 0.632 | 0.632 | 0.632 | 0.636 | 0.645 | 0.643 | 0.652 | 0.657 | 0.655 | 0.650 | 0.652
H51 0.759 | 0.752 | 0.782 | 0.806 | 0.777 | 0.784 | 0.785 | 0.777 | 0.790 | 0.808 | 0.798 | 0.806 | 0.816 | 0.809 | 0.811
[ 0.658 | 0.649 | 0.646 | 0.662 | 0.667 | 0.667 | 0.668 | 0.678 | 0.687 | 0.680 | 0.697 | 0.700 | 0.689 | 0.687 | 0.688
L68 1.053 | 1.055 | 1.087 | 1.077 | 1.085 | 1.088 | 1.107 | 1.120 | 1.102 | 1.092 | 1.085 | 1.052 | 1.043 | 1.020 | 1.035
N 1.220 | 1.232 [ 1.253 [ 1.224 | 1.241 | 1.228 | 1.232 | 1.247 | 1.273 [ 1.237 | 1.211 | 1.214 | 1.210 | 1.190 | 1.174
R_S 0.813 | 0.806 | 0.821 | 0.838 | 0.840 | 0.855 | 0.858 | 0.872 | 0.870 | 0.850 | 0.843 | 0.837 | 0.823 | 0.814 | 0.820

Source:WIOD, authors calculations
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Table 8. Forward linkages of the tourism -related economic activities in Germany, 2000-2014

Economic Average
Activities 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 2000-2014
H49 2.369| 2.363| 2.317| 2.317| 2.342| 2.339| 2.327| 2.361| 2.391| 2.366 | 2.383| 2.410| 2.362| 2.355| 2.335 2.356
H50 1.045| 1.048| 1.015| 1.019| 1.027| 1.024| 1.014| 1.025| 1.161| 1.186| 1.229| 1.270| 1.257| 1.227| 1.222 1.118
H51 1.465| 1.425| 1.392| 1.415| 1.433| 1.443| 1.443| 1.452| 1.452| 1.406| 1.346| 1.396| 1.374| 1.356| 1.350 1.410
I 1.083| 1.082| 1.077| 1.073| 1.077| 1.085| 1.095| 1.105| 1.106| 1.107| 1.106| 1.114| 1.105| 1.095| 1.095 1.094
L68 1.566| 1.560| 1.552| 1.563| 1.566| 1.575| 1.581| 1.595| 1.605| 1.608| 1.613| 1.650| 1.616| 1.609| 1.598 1.590
N 2.652| 2.658| 2.594| 2.622| 2.627| 2.645| 2.636| 2.628| 2.635| 2.582| 2.513| 2.517| 2.489| 2.480| 2.459 2.582
R_S 1.467| 1.466| 1.457| 1.463| 1.467| 1.482| 1.492| 1.506| 1.516| 1.483| 1.452| 1.449| 1.430]| 1.422]| 1.411 1.464
Average of

tourism -related 1.664| 1.657| 1.629| 1.639| 1.648| 1.656| 1.656| 1.667| 1.695| 1.677| 1.663| 1.687| 1.662| 1.649| 1.639 1.659
economic activities

Average of all

economic 1.726| 1.722| 1.717| 1.723| 1.718| 1.719| 1.709| 1.704| 1.713| 1.719| 1.701| 1.694| 1.678| 1.678| 1.655 1.705
activities

Source:WIOD, authors calculations

Table 9. Normalized forward linkages of the tourism -related economic activities in Germany, 2000-2014

Economic Activities | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
H49 1.373]1.372| 1.350| 1.345| 1.363| 1.361| 1.361| 1.386| 1.396| 1.376| 1.401| 1.422| 1.408| 1.403]| 1.411
H50 0.605| 0.609| 0.591| 0.591| 0.598| 0.596| 0.593| 0.602| 0.678| 0.690| 0.722| 0.750| 0.749| 0.732| 0.739
H51 0.849| 0.828| 0.811| 0.821| 0.835| 0.840| 0.844| 0.852| 0.847| 0.818| 0.791| 0.824| 0.818| 0.808| 0.816
I 0.628| 0.628| 0.627| 0.623| 0.627| 0.631| 0.640| 0.648| 0.646| 0.644| 0.650| 0.658| 0.659| 0.653| 0.662
L68 0.907| 0.906| 0.904| 0.907| 0.912| 0.916| 0.925| 0.936| 0.937| 0.935| 0.948| 0.974| 0.963| 0.959| 0.966
N 1.537]1.544| 1.511| 1.522| 1.529| 1.539| 1.542| 1.542| 1.538| 1.502| 1.477| 1.485| 1.483| 1.478| 1.486
R_S 0.850| 0.851| 0.849| 0.849| 0.854| 0.862| 0.873| 0.884| 0.885| 0.863| 0.853| 0.855| 0.852| 0.848| 0.852

Source:WIOD, authors calculations
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Table 10. Key-sectors related to tourism in Greece, 20082014

Economic OSqu-g@l\me:ﬁgE
Activities O R R < R R R s s e i o o I B
H49 X | X X | X X X
H50
H51
|
L68
N X | X | X | X |X |[X |X X | X | X [X |X
RS

Table 11. Key-sectors related to tourism in Germany, 2000-2014

Economic slalalalzlglglslglglalz]alals
Activities SIQIRIKIRIKIRIQ|RQIQ| KKK RISK

H49 X | X | X |X | X |X X | X | X | X | X |X |[X |X

H50

H51

I

L68

N

R_S

Production | eakages

From figure 1, we oObserve that Greece consi st
|l eakages compared to Ger many, and notably, t hi s
crisis. Specifically, we notice t hat Ger many '
represéemte share of intermediate i mported inputs

2000 to 0.190 in 2014. Greece's average product.i
0.147 in 2014. Therefor e, Germany i ncx8.as7es its
percent to satisfy the increase of final demano
increases its imports of intermediate inputs by
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FiguPeoHduction | eakages of the Gr)eek and Ger ma
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As shown in figuekaedtbhbeonomicsmctivities do 1
compared to the overall economy, as regards the
production | eakages Ipei 8008 oed¢ dreo noincs ed r iosfi st. T
|l eakages of Germhayed toonbmmc activities incre:

0.144 in 2014 (35.84 percent), whereaseltahedpr odu
economic activitli3z®ds imc2kEB&Get drl.mMP6 in 2014 (2

FigumPeo2uction | eakamgelsatodd tdheonomire sancti vi ti e:
Germany (average)
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From table 12, it i s evident t hat during the
exports of Greek economy increased from 0.2190 ir
sectors related to tourism, the IimportO0OZ®ntent
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respectively. 1t is important to noteetltlatdthe i
economic activities (FCXt) i s derived by summir
toursisimted economic activities.

Table 12. Import content of exports of the Greek economy (FCX) and of tourism-related
economic activities (FCXt)

Year FCX FCXt FCXt/FCX

2000 0.190 0.079 0.417

2001 0.200 0.097 0.485

2002 0.185 0.093 0.502

2003 0.176 0.087 0.492

2004 0.185 0.096 0.518

2005 0.197 0.091 0.465

2006 0.223 0.093 0.416

2007 0.227 0.097 0.427

2008 0.236 0.102 0.431

2009 0.199 0.083 0.416

2010 0.238 0.097 0.409

2011 0.284 0.086 0.302

2012 0.324 0.080 0.246

2013 0.308 0.074 0.239

2014 0.304 0.073 0.239

SourWleO,ut hoalscul.ati ons

The i mport content of exports in the German ec
0.281 in 2014 (Table 13). The iIrmpattdcecboanmi o
activities increased from 0.005 ges0a®908 rebaptrc
measur e, we oObserve different structur al produc
German economi es. Leaakdgeedofsecher soasi amshare
amount to 41.7 percent for Gr eTeall & nl 2)0,00whaenrde a&2s3
the German econhomy, they constitute only 2.3 pe

(Tabl e 13).
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Table 13. Import content of exports of the German economy (FCX) and of tourism -
related economic activities (FCXt)

Year FCX FCXt FCXt/FCX

2000 0.230 0.005 0.023

2001 0.227 0.005 0.023

2002 0.210 0.005 0.025

2003 0.217 0.005 0.024

2004 0.226 0.005 0.024

2005 0.240 0.006 0.024

2006 0.257 0.006 0.023

2007 0.267 0.006 0.023

2008 0.273 0.007 0.027

2009 0.246 0.007 0.027

2010 0.274 0.008 0.030

2011 0.291 0.008 0.026

2012 0.291 0.008 0.028

2013 0.286 0.008 0.028

2014 0.281 0.008 0.028

SourwWleQi,ut kaarlcul ati ons

From figures 3 and 4 it is evident that for bo:
(FCX) shows an increasing trend. Specifically,

FCX of the Greek economy grows at agfgsbwthrate
rate of the FCX of the German economy, whil e in
surpasses that of the German economy. The FCX o
percent bet2weledn ZXWOMpared to 22.17 percent for
resptively. The FCXt of sectors related to touri
declining tremds fpear cGrrete)c,e Whereas conversely, [
for Germany (+60 percent) . The share of import
economic activities (FCXt) in the import cont en
Greece decreases, mainly due to the increase of
i mport content of exports of sector €L (manuf
products), from 3.9 percent in 2000 to 16.09 pe
exports. Illlustrative of the problematic product

particularly high percentages oexpe€Xts, (abvémrash
examined period) compared to the FCXt of Ger man
total exports during the examined period).
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Figurlanp®»rt content of exports (FCX)Soafcehe Gr e
Wl O,ut hoalscul ati ons
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5. Concluding remarKks

From the above analysis it can be concluded th
(BEpr teawriagmd economic activities is | ower (1.
economy (1.541) for Greece. Conversely, for Ger

index (BL) -rfedrattadureiccomomi ¢ activities (1.688)
average for the entire economy ¢(l.l@i35%)d eAddiotmicac

activities and the entire economy, the backward
compared to Greece. Regarding the evolution ov
i nkages of-rehattaduricomomi ¢c activities, there is
and relative stability forelGartendngcommming adti ¢
sector with the highest degree of btackwdSH) | i nk
while for Germany, it is “water transport” (H50)
to tourism, only two (H51 and |) consistently <co
to other sectors in térnm ofn PCawkemeds| fokagsesec
(H49, H50, H51, I ) are strongly connected to ot |
[

n Ger many.

As regards the average forwardel ankdgecondmixc
[
I

activities, it s founavemwmadbe flowetrhd lerdtsi9)e tdha
for Greece Wh i e the average forwataedl ecloageni ic
activities is found to be |l ower (1.659) compar e
(1.705) for Ger many.t oAudrdiistimad readl leyc,o0 nfoori cb aatch i vi t
entire economy, the forward |inkage indices are

As regards the evolution over time ofeltdtcedlegr e
economic activi teaessi,ngt hterreendi sf oar dGaxcerece and an
Ger many. Among-r ¢ehat adbuecsemomi c activities, t he
degree of forward |linkages is “administrative ar
Greece and Ger maepyenAmoongdehesectors related to
and N) consistently constitute sectors that are

of forwar ®&,lgnkages ece, while, two sectors (H4
connect ed etcat ootshern terms of forward |linkages in
The comparison of production | eakages between
i ndex, reveal s t hat during the examined peri ooc
production | eakages comptarrieas toh oGy earc ei. n Brod as icne
producti on | eakages over -rteilmea.edF ccwsiomg comct o
appears that wuntil 2008, these sectors in Greece
compared to the same sefchoms20 ®mM9 Genmwamdgs, wthlee sa s
exhibited | ower production | eakages compared to
countries also show an increasing t-relnat edn prc

economic activities.

As regards thefieppottspnbgentomparing the FCX i
and Germany the following trends are reveal ed:
increased by 60 percent for the Greek economy (C
increased by 22the @Geramamt efconomy (0.230 in 20
Specificall ywefated oascbeommi c activities, t he ir
decreased for Greece from 0.079 in 2000 to O0.07
from 0.005 inn2Q2004toTHBhu®P8remains a notably hi.
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many. The different productive structures
h the comparison of the i-mploatedcoatce@emad miod
itiestasab smapetoftontent of exports: for
and decreased to 23.9 percent in 2014, whe:
00 and increased slightly to 2.8 percent
seamdts Atpércent of tot al exports of Greece
FCXt does not exceed 0.9 percent of tot al

Q =

oD o

d.

should be noted that the analysis showed t
k ageasr ecdko mpo Greece for the production of its
this finding is that the German economy, as
oducts of higher technology compared to the G
putghef kalue (in monetary terms) are required
additional possible explanation is that Ger
akages, compared to Greece, fadmen duea dteo IMopg @rotv
om @Ou&2r ds the German economy exhibits a | owe
oduction of its exports compared to the Greek
The above underline the higher international c
to Greece, which is refvVviecesedbalnandes gofodtsha ntdwa
German economy not only exports pr—ewliutch smorfe a hi
production | eakagceosmp asreeed ftiog utrhee 1Gr eek economy (
and Mar kaki 2023: ddyiebtuenaée sex paxhli botise@at ati be.
ratio of the value (i n monetary terms) of expor
exports t o tot al out put, i s hi gher for Ger man
interpretations require further research.
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POVERTY I N GREECE: THE REGI ONAL DI M

Char al amposfaball tA2z exlisu | oanni des

Abstract

The paper outlines the nature of poverty at the regional [€laelanalysis of poverty rates at the

regional level in Greece can contribute to our understanding of the poverty dynamics. In our

analysis, we calculate summary measures of inequality and relative poverty rates using both local

and national poverty lineshased on the latest available waves of data @UC). The main

variable we use is Relative poverty: the share of people living with less that the 60 percent of the

national median equivalized disposable income (after social transfers). This index is
straightforward to comprehend, can be calculated using readily available, does not necessitate
gathering complex and expensive data, and enhances comparability with official Greek and
European statistical estimates (ELSTAT)

The analysis exlmi oesshoswai®d eE&komdemi ¢ Adj ust men

regional poverty index. The main scope of this g
a targeted regional socdieaelpemolriecsye,.ar cAihe npampmar
sigantecof the regional trends in poveritny anal ys
t er msevoefl oping i mproved s umalkisng omrsgqceadfd.ecting t
Finally, we investigate regional c d n VGa regeekn cdee btt 0\
crisis, before and after that. The results show
debt crisis, wher eas di vergence i s observed b
Programmes are over. Anohheolbn( é&r els%)i,y @ ar ewwald tC
observed the highest | evel of divergence in regi
KeywomReégional Poverty, Income inequality, Poverty ane
1.1l ntroduction

Gl obalization, the free market, the fi-nanci al |
19) have all contributed to the significant evol

more difficult to address (Artehatnsof02&U) &nd
its member states have considerably altered and
as a result of their decline. I nitially, it ap
me mber states have decreasedr@axignomat hai $88605)
continue to exi st . -Plolsaemmaarnidn oS,t oRopderri g2ulelz9 ) .

When examining the factors that contribute to
regions within t he European Uni on ar e curren
uprecedented changes due to the processes of gl
As a consequence, wealthier regi ons, referred t
continuously widening the gap between themsel ve
t h2008 financi al crisis played a significant rol
|l eading to the reduction of these disparities in
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(Artelaris 2014) i sF&di ghhygt am¢ekely that pol e
these regions would be more effective and oul
associated with specific regions of ageing and
The regionalndditrhendiisn rda but i omeiorfg pwivtelritry a nado um

at different regional |l evel s can be used to inv
and other economic, social and geographical f ac
policy making.

2. Theoretical Background / Literature review
Initially, it is conceivable that there wild.l k
income inequality and the geography of i nhcome
answers this association by demonstratoirmeg t hat i
per <capita i ncuwumnve.nviemderde 'iunequal ity increases
hi gher welfare | evel s, and it t hen decreases whe
demonstrated by this curve. Workeyisre@toerbki kesbyght
as the |l arge pri-mayyngestecoctprsp sugh as the sec
sector s, during the initial phases of economic
to the exacerbation of iIincomecomemiual deéyel d mmd rhi
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i ncome inequality -pleicd eseesomlms ¢ &metaliavowt s eacntdo rtsh e

expand. The | ocal l evel etxamn ny pomnhedi & hies iamvfe
and applicable research ar evbhetBreeau ndred pleae o(nad 2
i nequality grows foll owing t ReU'copnaptlteetrino nb yo fe xtahne
a distinctive panel dataset of Canadian regions.
sidewasylsapeSsd cur ve t haavteld eklei ndeeactreesasae W 0 i hcr ease
a turning point in the | ate 1990s/early 2000s.

Several researchers have seen a substantial reduction in poverty on a worldwide scale,
both in absolute and relative terms, over the past few decades. (Salai-Martin2004; Chen
and Ravallion 2004; Nielsen 2009). However, the rate of decline has not been consistent
across countries (Fosu, 2010), and numerous studies have indicated that poverty and
inequality are likely to exacerbate in the future (Hillebrand 2008). Th e shortage of
literature on the regional dimension of poverty in Greece is primarily attributable to the
limited availability of data (regional microdata is only available at the NUTS Il level.

Consequently, Greece has not been incorporated into the analygs of international studies
that have investigated regional poverty in the EU (Jesuit et al., 2003).

Based on data from national household budget !
sources (-ECHe€) , E&J series of studiesuladveiebowm t
Greece have been consistently decreasing over tt
remain higher than Thlee devwerage im Ewhrope oporti or
in poverty compared to othersitwaal etsprecya@adly fsolg

the downf all of the dictatorship in 1974. Af¢ter
However, the reduction in the number of peopl e
consistently during the lgrmtiisreoft ipmes.erdoywevert,heart
has been attempted just a | imited number of ti me
Firstly, Mpal our dos and Yfantopoul os (2001,
demographic groups and socioeconomic categories
The poverty rate is higher than the average for
children and those who are stil]l in the early pl

education and higher rates observed among those
relatively greater among the unempflaocyte d,h aatn dt htehre
i s
e d

a perceived increase in the poverty rate am
ucation. Mitrakos (2014) verified this finding
Secondly, the results of the nati omadugegeontomy'

t hat poverty has increased in Greece. Mat sagani
primarily on the distributional consequences of

i ncome poverty has marginally i necnr eaans ead dint iroencad
study, Mat saganis and Levent. (2014) al so demon:
slightl ypefrrcoemt20in 2009 to 21.3 percent in 2012
threshol d i s ecsrtiashild slhevdelas, ppevectanti ycteas8&dps:s
in 2012 compared to 2005. In an analysis of the

Dagoumas and Kitsios (2014) contend that the cri
consumption and the wittdi pgpesbenf éexpgdéenmsdsal §h
utilizing per <capita electricity consumption. L
(Mitrakos 2014) continue into the crisis perioc
Pel oponnese and Epirus., Thhaev ei nhpeaecnt | oefs st haeg f cercit ids
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3. Data and methodol ogy

3. Dat a
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conditions. The survey includes the income refe

2010 to -8bRkRB8) (EEUOPpeatni ddniom isma@adme and | iving c
i mportant database of data on soci al i ssues i n
as wel |l as in other countries such as Norway,
i nformation on i ncomeandl iovtihnegr csoingdnitfiiocnasn t el em

situatiSohc Es designed to promote ad hoc reseas
mechanism for monitoring the progress made towse

Europe 2030. As part cti vdhe, Etum®pe mRIOBYmeonhtj er
i ndividuaitésd dged o2bbe parceemmnad at omi A5 mum of 20
i ndividual s must be | ifted out of destitution
evaluate the soci al sinta@drn oinng@ngo amakle pmreati esd toin
programs in the EU member states and associate
provi dEeUWSIbLyC.

The poverty risk in each region is illustrat

i nequalit-$l WCt miaGUoEHLaASTAT has piHdewiededowvegitaognali
analyses in recent years (2018, 2019, 2020, 202:

iMmMouse el aboration based on additional data req
was provided latl etvheel riengiporneavi ous -Z®2ZA2 si.s Tthkee pteirm
framework that has been examined in order to dr

during Greek debt Cri s-L9. and the Crisis of Covi

3.2 Methodol ogy

The analysis of poverty rates at regional l eve
understanding of the regional poverty dynamics.
poverty rates using both regional amd an dtaibd real ¢
data (datXlblaB)e. EU

The main indicator is the relative poverty rat
the p@0cenht the national medi an equivalized di sy
transfers). The poverty indicator (is based on t
is stable across regions and correlated with hot
poveatesr bet ween Greek regions. The results of t
of relative poverty. Consequently, the poverty I
changeesr the p20r220.d 2TOh0e9 equi vali zed dilypyosabl e
aggregating the income of al | household member s
dividing it by the equivalence scale. The equi va
first adul t in the househol d, O . 5mbfeorr otfh ee ascehc o r
additional adult group, a8dcOndl ypoprweaahamyned I
poverty threshol d, bet ween regions. The aim of
evaluate the poverty <criteria i nl devearrye rceagicounl aitr
using EUSILC data (HELSTAT) of regional income
cal cul ated by regional income and provides an al
relative poverty disparities.

The paper aims to deepen researchand highlight the significance of the regional trends
to enrich knowledge. A great impact can be achieved in terms of developing improved
suggestions, affecting the policy-making process. Also, we light on the developments in
the welfare and living conditi ons of the Greek population, and especially at a regional
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level, during Greek Economic Debt Crisis and a health (COVID-19)shock. The
socioeconomic inequalities of the Greek regions are quite resilient, whereas the effect of
the social transfers is rather weak in changing the levels of inequality and poverty. The
study of inter -regional differences in inequality and poverty is an urgent need for the
Greek society and a very helpful tool for policy makers.

4. Results

The aim of our analysis is to outline the researchon socioeconomic inequalities in
Greece and its regions. The analysis will be meaningful and contributive to new
knowledge and practice. The analysis is based on two time periods: the Greek debt crisis
and the period before and after it, including the Covid -19 period. The years under
consideration were selected based on the duration of the Economic Adjustment
Programme in order to emphasize the effect on regional rates. Whenever the 2011 and
2012 ELSTAT reports indicated that the affeced incomes for the years 2010 and 2011 were
submitted to the Economic Adjustment Programme. The associated data strands from
ELSTAT (2013,2014,2015) have been selected, as the second Economic Adjustment
Programme was published in 2012 until 2015. The third Economic Adjustment
Programme, which was inked in 2015 until 2018. The most recent years are analyzed using
annual reports from ELSTAT.

4.1. Regional Poverty rates in Greek Debt Crisis

Generally, regarding the research results, the first and second Eonomic Adjustment
Programmes appear to create a decrease in regional disparitiesbecause ofdecreasing
poverty thresholds (see Table 1). The third Economic Adjustment Program appears to be
effectively decreasing poverty rates and regional inequities. Despite the fact that the Greek
debt crisis was over, regional disparities have increased in recent years At regional level
and during the examined whole time, the regions of Attica and South Aegean demonstrate
a lower poverty rate compared to the national rate. On the other hand, Western
Macedonia and Western Greece exhibit an increased rate than the national rate. The same
conditions appear for the regions of Eastern Macedonia and Thrace, which has only higher
rate than the national average in 2012 and North Aegean which has only higher rate in
2009.

Especially, it is interesting thartevtehad efdi rast
negatefifveect on the regions of Attica and the isleé
poverty rempelsasiTzheiss t he problematic nature of ¢t
first me mor andum,t hceasreeggii derrsi npgo ststeastsed a compet it
(touri sm) overThet hseerctroegioofnst.ouri sm plays a cru
economy, aedttygnsehe Gr eekEcDoenbotmiccr iAsd jsu satnnde rntth ePr
have had a significant negative fefrsectEcomomnhe
Adj ust menti rPologdedn t ax raises, which influenced
and the incomes of island regions.
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Table 1. Relative Poverty Rates percent)

2010 | 2012 |2015 | 2018 | 2019 | 2020 | 2021 | 2022
Attica 16,38 | 22,89 | 17,3 14,9 (13,7 | 12,1 | 12,9 13,8
North Aegean 21,83 | 25,87 | 22,36 |21 20,7 | 21,4 | 22,7 24,6
South Aegean 19,18 | 21,91 | 20,18 |17 16,9 | 14 17,5 15,8
Crete 14,68 | 21,69 | 22,22 |20 15,2 (14,1 | 149 10,1
Eastern Macedonia 29,29 (22,32 | 21,73 | 21,8 | 24,3 | 26,1 | 29 26,1
and Thrace
Central Macedonia 23,18 | 21,44 | 21,5 18,7 | 20,6 | 21,7 | 25,5 23,8
Western Macedonia 31,61 | 24,3 23,58 | 24,3 | 21,6 | 253 | 21,5 25,4
Epirus 23,21 | 23,2 23,85 | 196 |17,4 | 19,1 | 21,1 15,8
Thessaly 25,79 | 24,32 | 2358 | 21,4 |19 17,4 | 19,7 18,7
lonian Islands 17,13 | 24,15 | 20,13 |17,2 | 13,9 |10 20,1 22,6
Western Greece 26,96 | 26,27 |28,99 | 245 |23,8 |27 28,5 26,7
Central Greece 30,26 | 27,54 (17,22 | 19,1 | 20,3 | 19,9 | 24,2 25,4
Peloponnese 24,79 | 24,95 |23,91 |19 19,7 | 20,4 | 24,2 23,4
Greece 20,1 23,1 21,38 | 18,5 | 17,9 | 17,7 | 19,6 18,8

Al sion, t he samecwayd,

Etclhmomconadj nedmeak

i ncrease

sector expenses |l imitations, and decreases in t
empl oyees. This period mostly affected the povel
Macedoni a antdh Tphoweret,y wiates higher than the nat
of Attica and Central Greece have now | ower pove
rate and to other regions.

Finally, the third Economic Adj ust nemstt ctoanxt ai n
evasion During the period from 2015 to 2017, th
poverty rates (in contrast to two previous =eco
regions of Western Greece, Eastern Marriedoni a a
illustrate dramatically higher poverty rates i
especially to the South Aegean and Attica, which
average rate.

A special mention should be Imadoef ftolre tehxea Miergd d n
the Attica region's poverty rate is significant]|
significant disparities in comparison to other
examining poverty ratesdat tbereaghonhal spegiefi cn
region of Attica has been in a beneficial positi
other regions in terms of the poverty rate has |
after Greek Debt Crisis).

4. Regi onal Poverty in recent years

As a whole, there are no significant variations in the national poverty rate between the
years 2019 and 2022. The poverty rate in 2021 experienced an alarming increase, mainly
due to the negative effect of the Covid-19 pandemic on incomes. On the one hand, the
regions of Eastern MacedoniaThrace, Western Greece, North Aegean, Western
Macedonia, Central Macedonia, Central Greece, and Peloponnese exhibit either higher
poverty rates or an increasing trend in poverty ra tes. Each previous referred region
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displays an individual negative behavior and will be analyzed further later. In contrast,
the South Aegean and Crete regions have lower rates compared to both the national index
and other regions. Another category refers to the regions of Thessaly and Epirus, which
are in close proximity to the national poverty rate while Attica is a special case of a region,
as it shows the lowest poverty rate and significantly underperforms throughout the recent
years.

Initially, the pov erty rate in Eastern Macedonia and Thrace is consistently higher than
the national average, that range from 3.5 to 9.8 percentage points during all the examining
period. In fact, the poverty rate in the pandemic period Covid -19 (2020) was the highest
in all of Greece. The Regions of Central and Western Greece exhibit a similar scenario
where two regions have higher poverty rate than national.

Poverty rates are also high in Western Greece. In particular, the poverty rate in Western
Greece was 26.7percent in 2022, and 28.5percent in 2020. The results indicate that this
region is the most impoverished of all regions in terms of poverty. Central Greece appears
in a related manner, with rates that are exceedingly similar to those of Western Greece. In
2021, Central Greece (24,percent) had affected by Pandemia— Covid 19 and increased in
2022 (25,4) The rate has been on the rise since 2012. Poverty rates in the Peloponnese
continue to rise, in 2021 (24,2percent) , which is 7.8 percentage pants higher than the
national rate. In reality, this region appears to be deviating from the national average,
despite the fact that it was in close proximity to it in 2018 (only 0.5 percentage points
above).

Central Macedonia, with rates that exceed the national poverty rate over time.
However, the poverty rate in Western Macedonia for 2022 (24.9 percent) has a
considerable increase from 2020 (19.%ercent). The poverty rate for Western Macedonia
is noticeable negative because is the highest in Europe for2022.0ne finding for the region
is that the distribution of income has a lot of substantial alterations during the 2017-2022
period and consequently reflected in the poverty line and significant impact on poverty
rates. In same direction the region of North Aegean which is over national rate and have
an increasing tend on poverty rate and differed form national rate. In terms of the
evolution of the poverty rate over time, the Region of Epirus is one of the unique
environments. The data in the Table for the Region of Epirus also display major
differences between years, which is likely to result on the poverty rate's sensitivity to
variations in the national poverty line. For this reason, the results should be interpreted
with caution and concentrate on the changes in the income distribution of each region in
such cases.Additionally, there is a noticeable decrease between the years 2021 (21,1
percent) and 2022 (15,8ercent).

Also, the results for poverty rates in the Region of Thessaly indicate that the region was
in a more disadvantaged position than the national average, as poverty levels have
increased over time. Poverty has been on an increasing trend since 2018, with a nearly
increase in 2020 20 percent) and an increase in 2022 (20,$ercent), despite a decrease in
2018.

The poverty rate for the lonian Islands region needs particular attention. Between 2017
and 2019, poverty experienced a significant decline, leading to a situation in 2019 (10
percent of poverty rate). Conversely, the poverty rate in this Region experiences a
significant increase (doubled) in the year 2020. This finding can be attributable to the
combination of changes in income distribution and the fact that the Pandemia (Covid -19)
affects lonian incomes. Nevertheless, by 2022, the pverty rate decreases to 17.&ercent,
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slightly mitigating the previous year's losses. The regions of Crete and South Aegean
remained untouched and resistant as compared to the whole regions and the national rate.
Poverty rates increased slightly in 2021, which represents a "dissonance" in the positive
perception of the regions. Indeed, the region of Crete has the lowest rate among all regions
in 2022.

In fact, the situation in Attica has the exceptional characteristics. The region of Attica
has lower poverty rates than 5 points below the national rate and a significant disparity
from the regional poverty rates. For example, in 2020, it deviates by 14 percent from the
region of Eastern Macedonia-Thrace, 15percent in 2021, and 13percentin 2022 from the
region of Western Greece.This emphasizes the tendency to increase the disparity from the
other areas and the divergence across regions at the national scale.

4.3. Convergence of Regional Poverty

The current resear ch an ahcg which aimsitd exkamineotieu s on o

risk of poverty at the level of convergence, rather than a specific category under
consideration. -B-convergence may not accurately reflect changes in the global or regional
dispersion of income or economic indicators, as it disregards overall inequality (Konat
2021) . Addi tionall vy, a mor e comprehensi ve eco
convergence by examining the overall dispersion, which provides a broader perspective
on global or regional trends. Lastly, it illustrates ge neral trends without specifying which
regions are over or on bottom |, but rather t he
employed in econometric methodologies to represent standard deviation. Sigma
convergence in the context of economic convergence etails a decrease in the income
inequality or dispersion of the poverty rate between regions. Sigma convergence is
characterized by the economic performance of less developed regions catching up to more
developed regions. The concept of sigma convergence iften used in the examination of
economic growth and development to figure out whether global or regional income
inequalities are increasing or decreasing over time. It is important to highlight that the
presence of convergence is not simply a single anaysis. The concept of convergence does
not necessarily imply improvements in living conditions, welfare, or the reduction of
social exclusion for all members of the society.

The analysis of 0 Convergence (see Figure 1) reveals serious variations in poverty
risk rates across different regions. Initially, there is a notable disparity in the rates between
2009 and 2010. This can be attributed to the regional disparity in income that existed
durin g the examining period. During the period from 2010 to 2017, when Economic
Adjustment Program s were implemented, there was a clear trend of decreasing regional
inequality. Regional convergence occurred as a result of the significant decrease on the
Greek income and poverty threshold for the whole Greece.
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Figure 1. Trend of o-convergence
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OQur findings reveal that the Greek Debt Crisis

one side, it Il ed to a reduction in disparity an
Greek i ncome. However, on the other haing, t he vy
showed an increase in disparity in poverty rates
particularly in 2021, there has been a substanti
among regions. Al so, it is cldearo tbheatbitghgee rr e gni or
years and needs to be investigated.

The overall increase in income dispersion bet we
di fferentiation of the characteristics (demogr ap
the i hevmés of regions are signifidemandsyt rdatfd er e
the wide range in the social conditions that ar e

Eventually, the financi al crisis resulted in a
resulat deftfrease in economic sectors across al/l i
activity, and the agricultural sector). After th
of changes, including the neoli berand ztahricongto f t

extensive privatization of publ i c services, re
regi ons. Regions that mainly depend on tourism
surpassing he national rates,-18e $2pli.26T hbee i ynega ri m
2021, mar ked -1®y ptamaeadle®owi,d i s notable for its sig
one explanation concerns about the distribution
considered he begumfnaiof .eAtsteinda agl ayd ean n causi n;q

di vergence from other regions.

r
g
t

4. Regional Poverty Threshol d

Regi onal i ncome poverty threshold analysis fo
within specific regions. The poverty threshol d i
are deemed poor and encounter <challenges in ful
including food, housi ng, heal thcare, and educat
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threshold analysis is to examine the disparitie:

region and other regions, as wel |l as national

analysis is a consequence of the examination of
of Greece. The median income is the income that
di stribution, thereby dividing the datsutrrei bouft i on
the survey in issue is that it is the related a
across various regions. This is due to the fact
the median of the incomes of cpbseemd wixtami mi b
regional poverty threshol d i s t o understand t |
consideration the potenti al variations across

statistical analysis were selelbt edritoi & botdeadmpek

t he efEfceocntonoifc Adj ustame nrte ghircomgarla nisnc o me s .

Tabl:Ro2erty Threshol d

2010 | 2012 2015 2018 | 2020 | 2021 | 2022
Attica 8101 | 5351 | 4484 5336 | 6487 | 6279 | 6612
North Aegean 7000 | 4316 | 4818 4179 | 4989 | 4808 | 4939
South Aegean 6820 | 5003 | 4154 4102 | 5408 | 5140 | 5352
Crete 7414 | 5188 | 4513 4461 | 5254 | 5257 | 5877
Eastern Macedonia and Thrace | 5841 | 4955 4811 4144 | 4799 | 4616 | 5064,
Central Macedonia 6324 | 5032 | 4412 4316 | 4940 | 4585 | 5205
Western Macedonia 6566 | 5332 | 4406 4346 | 4930 | 4582 | 4878
Epirus 6300 | 5345 | 4399 4347 | 5086 | 4891 | 5408
Thessaly 6306 | 4612 | 4472 4377 | 4611 | 4968 | 5264
lonian Islands 6722 | 5091 | 4552 4504 | 5169 | 4816 | 5454
Western Greece 5820 | 4789 | 4276 3894 | 4930 | 4602 | 5130
Central Greece 5757 | 5032 | 4724 4616 | 5014 | 4847 | 5200
Peloponnese 6126 | 4967 | 4873 4403 | 5249 | 4602 | 5130
Greece 7178 | 5023 | 4512 4718 | 5269 | 5251 | 5712

As well as the poverty rates, regions demonstrated different results towards the
poverty threshold in response to the fiscal crisis as we can see inTable 2. Initially, based
on the data from the first period in 2010 (which is related to incomes in 2009), it is evident
that the poverty thresholds at the regional level are significantly higher compared to other
examined years (2012, 2015, 2018, 2020,20). The national poverty threshold is over by
only two regions: Crete (which is in close) and Attica (which is quite faraway).

The poverty thresholds of Attica, Epirus, and Western Macedonia in 2012 are
significantly higher than the national poverty threshold. In 2015, the completion of the
second Economic Adjustment Program resulted in a significant decrease in the incomes
of Greek citizens, leading to a decrease in poverty thresholds. On one hand, there is a
bigger homogeneity in the regional poverty thr esholds. However, on the other hand, the
incomes of inhabitants in Attica, South Aegean, Central Macedonia, Western Macedonia,
Epirus, lonian Islands, and Western Greece fall below the national threshold, which is an
unusual occurrence. The research findings mentioned above are unique due to the
identification of unique thresholds in many regions, including Attica, South Aegean
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(down to poverty Threesold) and Eastern Macedonia and Thrace, and North Aegean (up
to threesold). The mixed results of poverty th resholds are resulted by First and Second
Economic adjustment which shocked Greek economy.

However, al l regions have observed the same
20D&spit e, the poverty rates at the regional I
thresholds increased slightly. One more time thie
i mpacted the national val ue. The poverty rate

Wesern Greece experienced significant decreases
values remained stabl e.
Examining the years after Ec omRdOMi29 , A dajnu sotbnvei notu

increase in the poverty threshordagiisnalbsleagawelds at
region of Attica should be given particular att
poverty rates. Attica is the only region which |
threshold. This supportfs tthhe Atetliieced mndqiton hlreawea |
i nfluence on nati onal i ndi cator s and s 0, nati o
regional l evel .-19Dheiahghtlcei €Eosgi dt here has been
regional poverty t hkroemsghralcdd,oni ndi ceatrinn o gas . Unf o
once more an obvious difference between the Att]
Pel oponnese, Central Macedonia, and South Aegea
mo st significantt ydelcerveealsse. ilnn ptolhveerl at est examin
influence of Attica's income on t hAt tniadd oinalt e
unique region where the income exceeds the nat.i
the nationdaldivdalnuoet aanppear the real picture of

West Macedoni a)

I n summary, the analysis has revealed substan

thresholds that require further i nvestigati on.

natilontahresholds (with the exception of 2015) .

Greece have been observed to have grown after th

to continue increasing to the following years.
The combination of the analysis of poverty rates and the poverty threshold leads,

among others, to an important conclusion. This is that the value of labor power differs

between the Greek regions. The region of Attica, in particular, as well as those of the South

Aegean and Crete, consistently exhibit higher incomes and lower poverty rates compared

to the rest of the regions. This constant discrepancy is a strong indication of the existence

of a significant difference in the value of the labor power between these regions and the

rest of the country. This difference in turn, highlights the divergent conditions that prevail

for workers in the various regions of the country and also highlights its geographical

economic heterogeneity.

5. Discussion and conclusions

The main purpose of the research has been the investigation the poverty at the regional
level in Greece during and after the Greek debt crisis. The poverty rates in the various
regions of Greece demonstrate significant variations over time. The economic
development trends in each region have been significantly influenced by the unique
characteristics of each region, resulting in a variety of social conditions that are evident in
poverty rates.

148



The research results show that poverty has a regional dimension, meaning that certain
regions or areas are more sensitive to poverty than others. Targeted regional policies are
required to mitigate this aspect of poverty. These policies have an opportunity to establish
mechanisms that will serve as a buffer against the phenomenon of poverty and, in many
cases, prevent it. Certainly, the Economic Adjustment Programmes affected more the
poverty rates and thresholds during Greek Debt crisis.

Firsséyer al regions (particularly Attica, So
demonstrated a higher l evel of resistance for
pandemi c, whereas many regions are not ready. H
significandafl ythei rt ephmssi ognomy, primarily due to
t hat have been heavily impacted by the pandemic
activities. I't is important to mention that the
i sl andd tdrcd . It appears that there are signific
(particularly Attica, the islands, and the Sout
regions. Especially, Attica has beendiisnpaar ibteynef i
with regions in terms of the national poverty r a
Attica region maintains the highest position ama
poverty rates, which signifilcrmnrtdce ntnfy esaernsc,e tthe
of Attica has experienced an increasing diver ge
hi gher | evel of disparity between them.

Secontdhley Greek debt crisis has |l ed in a signi
threshol d ranpovsemalyl erates among regions. These
convergence occurred as a result of a SsSubstant
whereas regional di vergence was the result of 1t}
the unexpechgngofners about the period before an
could be the result of the distinct characteris
mostly brought about by their dependence on i
mi smatchedl rpgiiocy targets. Additionally, region
a sense of weakness in the context of free trad

relates to the disparity emphasized by the regi
comparritsm the regi onasnd DBuorsitnigs tper ipode, t he Attic
regions increase their disparities.

Particularly the most noticeabld49fi Thiengedadls
demonstrated greatest di sptay i rat det wledi triegn alnl

evident thAatdiCbvnat affect alll regions equally;
tourist regions, resulting in a regional dispari.i

Lastilty,i s evident from the findiagsoms drhe r
significantly poorer than others, and that phenc
in these regions. Consequently, the findings of
have executed regional policies ttematstcosr e@d p oenac
regi on.

An essenti al result can be taken from the anal
threshol d, among other determinants. The Attic
and Crete regions, consi smenltdwelde momd tlrcavweer gpoeva
in comparison tDhiost hper sriesgtieonnts.di sparity indica
significant divergence in the worth of | abor be
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counThys difference, iemr etnur nwo rskh onwgs choonvd i diifofns a
parts of the country and how unequal the countr.y
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THE | NSTI TUTI ONAL ANALYSI S ON RUR
REVI TALI ZATI ON PROJECTS: BASED ON YUMW
CASE

Rong ang

Abstract

This research is the institutional Anal ysis on
Vill age Case, aims to demonstrate that strategi
depend on both private and pubhigcastupporchs aadei
area, Yuwan Village Complex Project to be exact
policies, but also by entrepreneurs and private
On the public side, the gover nmexntofpfodried fodndam
policy framework. On the private side, the case

contribution of an entrepreneur has been key to
rural area.

Located i n nxaoutPreorvin n®tega Yuwan Village is a rur
Qingling Mountains, with a good natur al endowm
combining the innovative strategy and gover nmend:

regasdddvang formed a good sustainable business

l.Introducti on

The articulation between tourism and sustainabi
academic |iterature.l iRoerr agdnurcy erswiee W Foofr cteheet al
2021; Kel man 2021) . Green innovations are as th
and Valero 2021; Martin et al. 2020) I nnovation
i nnovations, zbauti oanlad o i onrngavmit i on s, soci al and cu
on this sectoral aspect that this paper takes p|
Village Compl ex, as one of the possible tourist
Thi s psropeatting point i S t he urgent need to

i mpl ementation of touri sitnitce npdlviec ibeesc,a utsheatofarter a
constraints and the need for energy to provide

cit.;t Tamhg 2017). The Yuwan village Project, whi
is known as the "Yuwan village Rur al Compl ex" . I
devel oping the Yuwan village in 2018 in respons
Srategy. The National Rur al Revitalization Stra
efforts in 2017 to promote the integration of wur
economic construction, and optimize the ecologic
A sustaiomamie es¢rategy is never easy to for mul
the very strong centralizing/urbanizing forces,
chall enging. This is due to the configuration o
t heerlaitture is called a “"hollow village” (Qu et

38 School of Economics and Management, Northwest University, China. The corresponding author
for this chapter is Rong Kang, kangrong@nwu.edu.cn.
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experienced over the | ast decades sharp rural ex

| abor force has left its home to seek jobs in ur
The project beaadanwlyzed here is | ocated in the
Mountains are the geographical boundary between
towering mountains and towering peaks. The Cha
Qinling Moust dinnts, at ucrinrcul ar bay between the
through Ningshan County, Shaanxi Province, form

hundred acassshawmiizre Fi gure 1.

Figure 1. Geographical Location of Yuwan Village

Ni ngs@awunt vy, Ankang City, Shaanxi Province, i S
the middle section of the Qinling Mountains. w
coverage3%f NDAgg®an, the region is mild and hun
cold. Yuwage Vin Chengguan Town is | ocated here,
kil ometers, with 661 acres of arable | and and oV

It has a jurisdiction over four village groups
435 pemphg.tAem, 25 households have devel oped we
“out of poverty”; 17 households depend on subsi s
severely idpoverished
Since the climate is favourabldemi oaacnul cir ot sn @ «
ancient times. Located in the mountain area sepé
Chi na, Yuwan Village dseptimy s ntt e @qrcatsi onf envoerrtyhw
example, fruits which typicalbpwdggowwi hnt haesao!

39 The data is sourced from official statistical data of Ningshan County.
40 The data is sourced from official statistical data of Ningshan County.
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such as persi mmons; can be found in the village
158 kil ometres, approximately two hours by car.
vill age project that occurred in Yuwan Vill age.

2. Thbeoll ow village issue

The expression “hollow village” expresses the
mi grated, of | and and houses abandoned. In China
290 million people have |l eftactde. rihal mMageast $ of
the bi4g dihtiseexodus has beenyesp@gcaadaggeidindr & e d
people who want to have better I|iving condition
expectations are mosthlayv ec olrorweecrt ,waagl etsh,o ulgehs st haecyc e
t hus ar e "discriminated”. El derl vy, wWo men and (
countryside. Before the beginning of the innovat
60 villagers stild!l lived in the village.

3. Causes and probl ems

The rural holl owing out is mainly due to the a
and the | arge gap between rural and wurban areas
medi cal care, education envwvitbeméonss efcpopwhith
areas. The i nfl ux eafgeyoulnagboand i mit ddlcei ti es al

contradiction between people's growing need fo
insufficient devel opment.

4. Forming a holl ow environment

Being at a second stage of wurbanizati on, t he ¢
find better economic opportunities and I|living c«
seek devel opment i n acicteisess .t oThaioni tugx ihad ieost (nai
etc), they have better medical and educational r

Since the reform and opening up in 1978 Chi née
accumul ation of funds and technokagg in &apei oelk
for agricul tur al | abour force (see below). Wi t
adjustment of crop planting structure, use of |
rur al | abour demand, there has beretnu nsihta reps rfeodrt

far mer s.

41 Cities with a permanent population of over 1 million but not exceeding 5 million in urban areas
are called big cities.
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Figure 2. The population of rural area in China (1978-2020) absolute number (left axis)
and as share of total population (right axis)
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Figure 3. The population of rural area in China (1978-2021)
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In the above part of the figure, it shows the population in rural area in China is
decreasing within the past years, and the percentage of population in rural area in total
population is also decreasing. In the bottom part of the figure, the blue and orange lines
represent the working population and the population emplo yed in the primary industry
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in rural area in China, which also shows both of the two indexes are decreasing within
recent 30 years.

Figure 4: The regional rates of urbanization
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5. The negative impact of holl owing out

The holl owingreas basrbrabght a series of nega
exodus has |l ed to farmland abandoned, fertile s
economic activities. Agriculture still represent
agricurdltywrreemresents 7,3% of GDP (source Stati s

is concerned, the agricultural employment repres
of total employment in#%®2800ycaendWonlyg Béawk)n 207

The | aggimmg edeomrd opment in agriculture | eads
agricultural product s, which is closely related
f orce. Al this has |l ed to food safety issues, f
r uarl poverty. I f rur al l and is abandoned and | ef
significant i mpact on China's food security.

Mor eover, t he | ack of | abour and t al ent in
devel opment potential adfditthe nr,urtahle d aacrkomyf. rlurr a
and public services also |imits the quality of |
Some rur al roads are blocked, which | eads to the
and citiesticamelnyotdreiffecrural devel opment

Last but not | east , the holl owing out of rur al
public infrastructures (roads, and more gener al
also health <care, eed uicravt @ otnmeenttcs. )ar eYed , sttrhersg ¢
revival of rural ar ea.

42 hitps://data.worldbank.org/indicator/SL.AGR.EMPL.ZS?I ocations=CN
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In summary, the problem of rural hollowing out is a complex socio -economic problem
that requires comprehensive consideration of various factors such as rural infrastructure,
public services, and industrial development, and corresponding policy measures to be
taken to solve.

6. The conditions for the innovative Yuwan Vil

6. The private conditions for the initiative

The complex project askRandpnbdseéedmbwit hhoant adei st
and the smal/l fertile valley with 700 acres of
hydropower station is stildl visible at the entr
has been abandonebduef cqaro marey lyiesrtseed | and avail ab
Yuwan Vill age, in the 2019 project design phase
private investor came wup with the idea of trans
community cenherstdhtsngaspace for the #enovatio

The man behind the community centre idea was a

is the only big city close enough Yuwan to make a weekend trip to Yuwan attractive. Is is
atwo-hourdrive f r om Xi ' An which has more than 10 mill:i
potential customers.

This real estate devolper, herafter called the key investor, Kl, bought 17 unoccupied
homesteads, renovated over 100 acres of abandoned land, and carried out protetive
design and renovation of the vacant old houses.The renovation has been operated in the
original style of Yuwan Village's characteristic buildings while developing a healthy
homestay industry. The company of the Yuwan Village Complex owned by the Ki
includes after a few years, homestays, youth tourism, tent camps, and ecological
community centres.

As is known from the literature engaged and creative involvement on leadership is an
important success factor (see Waite, 2014). The KI recruited a visiting professor of
architecture at the University of Miami in the United States (Professor Pei Zhao), to
provide conceptual and technical guidance on the renovation of hydropower stations. The
renovation plan aimed at retaining the first floor of the hydropower station as a future
public activity space as much as possible and demolish and renovate the second floor of
the hydropower station, using transparent glass materials to reflect a spacious and bright
future as a reception, rest, and viewing space. The third floor of the hydropower station
follows the local wooden construction method, to preserve the local architectural
characteristics. Nowadays, the old hydropower station has become a landmark building
in Yuwan Village, with a library and a coffee shop on th e first floor. The second floor is
dedicated to the main ecological community, as the registration centre for homestays,
youth tourism, and tents. The third floor has become a place for cultural projects.

Among the conditions of possibility of the project , it must be said that the country
proposed a rural revitalization strategy: the Yuwan village project fully conforms to the
development direction of rural revitalization, following the overall trend of national
development, and being in a position to prof it from public support.

43 Before the implementation of the Yuwan village project, the land in rural areas was privately
owned by the current farmers.
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6.2. The economics conditions of possibility
The Kl got to know the Yuwan village when he was invited by a friend who belongs to
this village. This friend introduced the KI not only to the village, but also to the beautiful
landscape surrounding the village. It became many visits as the he became inerested not
only as a visitor enjoying the village, but as an investor, getting into serious discussions
with the local people about the developing it into a village development project, into a
win -win project for both the Kl and the villagers.
According to interview with the Kl and villagers, now the revenue of the project can
reach local people through four types of income. The first type is rent, Kl rents the
abandon houses in the village, sign a longrun (30 years) renting contract, renovate the
houses and sell as hotel rooms, the villagers who rent the houses to the Kl get renting
income. The second is called land rent, which refers to rice paddle, this part of land belong
to the villagers, so by signing renting contracts with the villagers, generally the renting
price is similar in nearby location and geographical characteristics. The third type is
labour, now the housekeeping, restaurant, general cleaning services are provided by
villagers who are empl oyed b-lpased $akxyelery’'menthc o mpany ,
Dividend is the part villagers can get from village administration office. Since KI must
sign contract with village administration office who represent all villagers to handle
collective issues, KI ' s ¢ omp dwhich fprmotmeifosirtn t o s har e
type of income for villagers.
The government, village collectives, enterprises, and angel investors mutually promote
and develop together, transforming exogenous development into endogenous
development, and creating a harmonious community.

6. Bhe public condition of possibility of the i

An approach that would be totally firm focused would fail to address the importance,
for the development of this innovation, of the role played by the Chinese State in the
deployment of this eco-project. This is a point previously brought in the debate by
Mazzucato (2013) when presenting “the importance
my t h s ” .in thehsacend year of 2018, Lao Hu, the founder of Luchaishan Jihe and
Yuwan village, visited Yuwan Village in Ankang City, Shaanxi Province for on -site
inspection. He decided to create the Yuwan village projectin response to theall for national
rural revitalization.

Lao Hu also responded to the national call and later identified ecological agriculture
as one of the pillar industries of the Yuwan vi llage project, vigorously developing green
ecological agriculture within Yuwan Village. And gradually established a Crested lbis
Protection Field, successfully established a Crested Ibis Protection Base locally, and
achieved good protection of local wildli fe, achieving harmonious coexistence between
humans and nature.

In the same year, with the support of the Ningshan County Government, the Yuwan
village project received financing. The Ningshan County Government provides financing
guarantees for Yuwan villa ge, greatly facilitating project financing at the beginning of
Yuwan village (see box 1).

On January 5, 2019, the Ministry of Natural Resources and the Ministry of Agriculture
and Rural Affairs issued a notice on strengthening and improving the protection of
permanent basic farmland, which put forward higher requirements for maintaining the
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red line of farmland and the control line of permanent basic farmland. This coincides with
the plan of the Yuwan village project to vigorously support the reclamation an d protection
of farmland in Yuwan Village. This policy further strengthens the determination of the
Yuwan village project to implement the plan for protecting and restoring farmland.

Box 1: The rural revitalization strategy of the Chinese Government

October 18, 2017, the report of the 19th National Congress of the Communist
Party of China first proposed the rural revitalization strategy, pointing out that the
issue of agriculture, rural areas, and farmers is a fundamental issue related to the
national economy and people's livelihood. On December 29, 2017, the Central
Rural Work Conference proposed to take the path of socialist rural revitalization
with Chinese characteristics, putting importance to agriculture, to farmers, to the
rural areas).

On July 6, 2018, the Ministry of Agriculture and Rural Affairs issued a notice on
the issuance of the "Technical Guidelines for Agricultural Green Development
(20182030)", expressing strong support for the development of rural green
industries and the development of ecological agriculture in rural areas.

On February 14, 2019, the State Council issued the "Guiding Opinions on
Effectively Utilizing the Role of Government Financing Guarantee Funds to
Support the Development of Small and Micro Enterprises and" Agriculture, Rural
Areas, and Farmers ". The" Opinions "emphasized the need to standardize the
operation of government financing guarantee funds, make up for market
deficiencies, lower the threshold for guarantee services, focus on alleviating
financing di fficulties and high costs in inclusive fields such as small and micro
enterprises and" agriculture, rural areas, and farmers ", support the development
of strategic emerging industries, and promote public entrepreneurship Massive
innovation.

On June 28,2019, the State Council issued the "Guiding Opinions on Promoting Rural
Industrial Revitalization", which emphasized the need to rely on rural characteristic
resources and develop rural characteristic key industries in rural revitalization. Under the
guid ance of this policy guideline, the Yuwan village project relies on the beautiful scenery
of Yuwan Village and vigorously develops the homestay tourism industry. Relying on its
rice fields to form characteristic agricultural products of Zhulu rice, it has a chieved the
development of characteristic industries relying on local advantageous resources and
driven rural revitalization through industry.

On July 29, 2020, the Ministry of Natural Resources issued a notice on the "Eight
Prohibitions" of the Ministry o f Agriculture and Rural Affairs regarding the unauthorized
occupation of farmland for building houses in rural areas, which explicitly prohibited the
use of farmland for building houses in rural areas. Due to this impact, the construction of
homestays in Yuwan village has also been minimized as much as possible, without
occupying arable land. The main focus is on the Han and Tang Dynasty post houses that
have been renovated based on successful communication and exchange with local
residents, as well as thecanopy on the rice fields. Successfully achieved the harmonious
coexistence of homestays and farmland.
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On December 25, 2020, the National Development and Reform Commission issued an
opinion on actively promoting the use of work as a substitute for relief i n the field of
agricultural and rural infrastructure construction. The opinion suggests that in rural areas,
the impact of the epidemic on people's income should be reduced through the
construction of infrastructure and the use of work as a substitute for relief. At the national
call, the Yuwan village project hired local residents to participate in the renovation of the
Yuwan Village hydropower station, homestay, and museum. It also hired local residents
to engage in the service industry, providing certain employment opportunities for local
villagers and reducing the impact of the epidemic on Yuwan Village (see also Chao et al.
(2009) who have already pointed out the role played by tourism on employment and
welfare opportunities) .

7. The activopeaesbgetvieé firm

7.The agricultural activity

The agricultural activities in the village mentioned in this case, that is the base for
developing ecotourism, which featured by having Nipponia Nippon birds in the village,
has been created by Lao Hu. Inthis village, although the farmers who still stay at the
village grow vegetables and corns as we have seen when we visited there, the rice growing
has been abandoned for many years. In the initiative stage of this ecotourism project, Lao
Hu?? believed that Nipponia Nippon birds is the Unique Selling Pointing, and this type
of birds depend on rice paddle to get food, so the most important agricultural activity,
restoring rice paddle is done by Lao Hu.

Crested ibis coexist with rice, and the lack of application of any chemical fertilizer
significantly increases the added value of agricultural products, increasing the income of
villagers. Villagers are also willing to take root in their own land. At the same time, the
cultivation of fungi such as morel also inc reases the income of the Yuwan village project;

The crop brand "Yuwan village Zhulu Mountain Rice" under the Yuwan village project
is produced in the Yuwan Reclamation "Crested Ibis Conservation Field". After more than
160 days and nearly 4000 hours of natiral nourishment, it has achieved a bumper harvest.
It has become a representative of ecological green food products in Shaanxi and has been
awarded the title of "100 Excellent Brands in Agriculture, Rural Areas, and Farmers in
China"; Successfully selectel for the "Rural Revitalization" special train and made its
debut on Beijing Metro Line 1. Luchaishan Group has also become one of the exemplary
representative enterprises for rural revitalization in the new era. These all represent that
the Yuwan village has been widely recognized by society.

7.RA.touristic place with a Homestay

In October 2020, Luchaishanji, Hantang Yishanju, began construction, planning to
carry out protective renovation and construction of 30 vacant old houses in the village.
Lucai Mountain Collection committed to create high -quality homestays. The idea was to
provide a place of tranquillity for tourists, in proximity to genuine nature. In the summer
of 2021, the Luchaishan Collection boutigue homestay was completed and opened.
A "White House Creative Restaurant?’ and other
faciliti es have also been built one after another, and Lucai Mountain has gradually become
a visible and tangible resort providing a large range of touristic services. Since its
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completion in 2019, an average of 5 000 tourists have come to this resort. Although vsitors
decreased in the covid period, it rebounded after the pandemic, showing a fast resilience.

7.%outh tourism with tent camp: The idea of a

The tent camp in Yuwan village has an independent brand: Gran Peng. Gran Peng can
be considered the only tent camp in the country erected on rice fields. The tent area is
integrated with rice, corn, and lotus, reflecting the concept of harmonious coexistence
between humans and nature. More than ten tents and sky curtains were scattered in the
rice fields, with soft soil underfoot, as if stepping on clouds. The tent area is symbolically
in rupture with traditional urban buildings. Its carbon footprint is obviously smaller than
the establishment of buildings, promoting ecological.

The aim here wasto restore natural charm and allow guests to integrate into natural
spaces. But the idea was also to incorporate a natural aesthetic of life (landscape of rice
fields, lotus pond wetland, leading to a luxurious camping site.

White House Restaurant. In the idea of producing a combine set of activities, the
Yuwan Village has developed a "food aesthetics - natural dining table". Most ingredients
are produced locally, presenting the authentic flavour of southern Shaanxi.

The overall project should not be reduced to an attractive and luxurious place for
tourists. Obviously the Yuwan village project has provided employment opportunities,
allowing some young migrant workers to return to their hometowns. According to the
Ankang Daily, villager Ping Xiongmei has gi ven up his life of leaving his hometown and
become a staff member of the project industrial park. With good employment
opportunity, Yuwan Village may be one of the possibilities to revitalize this rural area:
homestays, restaurants, cafes, require new type of workers, which are conducive to the
return of young and middle -aged people.

By making good use of the corner villages in the village, the Yuwan Village Museum
has been developed, showcasing local sentiment and improving the living environment
of the village. A 2A level public toilet has been established, while also eliminating some
safety hazards and attracting tourists.

8. The i mpul sion effect of a capitalist entrepr

8. A.strong marketing strategy

The Yuwan village project embodies the concept of the "Chinese Land Aesthetics
Revival Plan" proposed and upheld by Lao Hu. The marketing strategies (either in the
Beijing Metro Line 1, or in news reports about "Lucai Mountain Collection" or a series of
reports on "Learning Power) ar e f ocusing on “aesthetic”, “be
arguments about beauty are broken down into several dimensions: art, design44, scenery
construction4s. On the aesthetic side, the entrepreneur Hu proposed the China Land
Aesthetics Revival Plan in 2015. The idea underlying this plan is that every piece of land
has its natural endowment, and the development of land requires adaptation, discovery,

44 The homestay is made of a mix of brick, stone, cement, and wooden brass creates a harmonious
atmosphere of warmth and cold.

45 From the air, Yuwan Village looks like a "Eight Trigrams Map", with white walls, black tiles, old
trees, and rice fields on one side; On the other side is the village square
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andshaping. Therefore, “what revives here is not t he
M. Lu). Ultimately, what needs to be achieved i s
and humans?”.

Box 2: The Lucai Mountain Collection

The company that developed the project is called "Lucai Mountain Collection”,
which was born in Langiao Town, where the Tang Dynasty poet Wang Wei created
the "Wangchuan Collection". The names of homestays are "Wangmu", "Yuxiang",
"Empty Mountain”, "Deep Forest", and "Moss Up", mostly d erived from Wang
Wei's poem "Wangchuan Collection of Deer Chai". "Empty mountains do not see
people, but people speak loudly. Return to the deep forest, and reflect on the
moss." This poem is written about a rare empty mountain, a towering forest of
ancient trees, creating a realm of emptiness and seclusion. On the official account
of Luchaishan Collection, the column containing all articles is called "See the
Mountain"; The column that collects character stories is called "Deer Chai Ke"; The
program "Experience Deer Chai" currently includes two of its projects: Ningshan
Fishing Bay and Hanyin Fengyan.

The aesthetic practice of the Yuwan village project has won some honors: at the "2020
China Rural Innovation Map" award ceremony, the Yuwan village Pastoral Complex won
the "Industrial Innovation Pastoral Complex" award. In March 2023, the "Ten Years of
Homestay" China Homestay Summit Forum and the Snow Deer Award Ceremony were
held in Hainan. The "Yuwan village Agricultural and Creative Rural Complex" was
awarded the "Rural Revitalization Forum Rural Construction Annual Model" in 2023.

8. Restoring and maintaining the ecosystem toge:

At the beginning of the Yuwan village project, Lao Hu recognized the need to restore
the ecology. He communicated with the local government and rural cooperatives, and the
first step was to repair the weirs and canals, adopt ancient planting methods, and strictly
foll ow the 25cm standard x Restore ehllegepl anting
with a spacing of 10cm between plants and holes. The purpose of this rice field is not to
produce rice, but more importantly, to restore the natural landscape and form a healthy
and complete rice field Crested Ibis ecosystem, allowing Crested Ibis to have a more
natural and excellent habitat. The entrepreneur Lu encouraged villagers to cultivate land
and improve production efficiency through mechanized transplanting. But he also
introduced the principle of "never using pesticides or chemical fer tilizers", and used
rapeseed residue as organic fertilizer, adhering to green production, avoiding
environmental pollution as much as possible. He established an ecological community,
paying attention to the protection of vegetation, and conducting occasio nal investigations
and studies on the local vegetation environment. At the end of 2020, the seminar on the
conservation and development of the Ningshan Crested Ibis habitat in China was held in

46 Yuwan Village had experienced difficult moments in the defence of Crested Ibis. According to
the villagers, there were originally 8 crested ibis, but due to the decreasing number of farmers in
the village, the rice fields were abandoned for 16 consecutive years, and the number of crested ibis
lost its habitat, dropping t o three or four.
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Yuwan Village. Scholars and experts protecting Crested lbis conducted in-depth
discussions in this village, focusing on the current situation and challenges of the breeding
of Crested Ibis species in China, the development experience of wild release of Ningshan
Crested Ibis, and rural agricultural farmers based on Crested lbis conservation and
development.

One of the consequences, is the protection of the crested Ibis. The crested ibis, also
known as the ibis or red crane, has white feathers and a bright red part from the forehead
to the cheeks. It has a long willow |eaf shaped feather crown on the back pillow and is
known as the "auspicious bird" and "Eastern gem". This bird is famous for its rare form,
and is a precious wading bird unique to the Asian region. Crested ibis are ecological
indicator species in forest and wetland ecosystems, requiring foraging and reproduction
on trees in shallow wetlands, with high environmental sensitivity. With the changes in
the environment in which Crested Ibis rely for survival due to human activities, the
distribution range of crested ibis has rapidly shrunk, and the number has gradually
decreased since the 19th century. From 1978 to 1981, the Institute of Zoology of the
Chinese Academy of Sciences carried out a threeyear survey, and only on May 23 and 30,
1981, two pairs of adults and three juveniles were found in Jinjiahe and Yaojiagou,
Yangxian County, Qinling Mountains. It was the only record of successful natural
reproduction of Crested Ibis known in the world at that time. The leading scientist Liu
Yinzeng proposed that "the discovery of this crested ibis population not only opened a
new chapter for the nearly twenty years long disappearance of crested ibis in China, but
also made contributions to saving this precious animal in the world. Currently, the
number of crested ibis discovered is extremely rare, and some are afraid of being
disturbed, so effective protection measures will continue to be taken." (Liu Yinzeng, 1981)

Subsequently, Yangxian established a "Ibis Protection Group", with a professional team
and a wide range of remnants among the people. At that time, in the activity area of the
crested ibis, it was not allowed to cut down trees, use pesticides, engage in hunting, and
open up wasteland and set fire. Comprehensive care, including field protection and
artificial b reeding, has achieved significant results. Every summer and autumn, the
crested ibis flies from mountainous areas to hills and plains, expanding its range of
activities, and finally surpassing 100 in both the wild and artificial populations. At the
same time, the release of wild animals has also been steadily carried out. In 2007, in
Zhaigou Village, Ningshan County, Ankang City, Shaanxi Province, 26 crested ibis were
released into the mountains and forests. In the following years, the wild released crested
ibis crossed the Qinling Mountains, Tongchuan Ju River Basin, Baoji Qianhu Wetland and
other areas, welcoming the soaring figure of crested ibis one after another.

In 2018, when Lao Hu first came to Yuwan Village, realized that it was the "habitat"
chosenby the crested lbis : the village of Zhaigou, where 27 crested ibis were released, is
only 15 kilometers away from Yuwan Village, and crested ibis have become a habitual
neighbor of villagers in Yuwan Village. From then on, Lao Hu began the "Chinese Land
Aesthetics Revival Plan" with the crested ibis as the starting point.

8.3. The support of the Lucai Mountain Collection

The story of Yuwan village cannot be told without the "Lucai Mountain Collection";
Lucai Shanji Co., Ltd. is a subsidiary of Xi'an Haihetian Cultural and Creative Industry
Development Co., Ltd. established in 2018, with over 200 employees. The rural aesthetics
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represented by the daily life of Yuwan Village can be read in the official account of "Luchai
Mountain Collection”. This official account, which was first created in July 2018, has
become the spiritual link of people in the "Luchai" community.

The first article on the official account of Luchaishan Collection was titled "the young
picnickers fleeing from the office”, pointing out th at its original idea was to attract urban
customers, who would like to get rid of the overload in urban life and approach nature.

9. Conclusions

Global economic recovery, and even more so sustainable economic growth, has been
hampered by crises suchas the Covid pandemic, wars and conflicts, the disruption of
global supply chains, and the effects of ongoing climate change. Smart economic policies
are needed to unleash the power of technology, innovation and entrepreneurship, on
local, regional, and global levels. An inclusive, equitable growth path towards resource -
efficient green economies is the key objective.
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El eni 47Axi ot i

Abstract
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serious soci al problems arising from the spread
the rise of workers movements in the | ate 19t h ¢
gradual di ssol uti one osft rtohneg wcerliftaircei ssm aatned adnids ctrhe
the public production of the built environment f
from |iberal to neoliberal forms of governance &
howi € htransi tion has been realized i n housi ng,
deregul ation of the production and maintenance
to the quality of <collectivellli fass ared ptl heed sweaulnfdae
and practice of soci al and political citizenshirg

The modern wel fare state needs to be understooc

government and its attempts to resolvdrtohme serio
the devel opment of capitalism, the extreme i ndus
of t he nineteenth century a maij or factor for
Unempl oyment and irregular employment were i mpo
di sability, and widowhood. The acquisition of wvo
reform acts that took place, as wel | as the thr
revolution, put great pressure on tbeossates toc
peopl e. I n order to addr esweltflhhase podn cii teiso mse,r es
by I iberal government s. Li beralism was split b e

47 Architectural Association School of Architecture / University of the Arts London. Contact:
eleni.axioti@aaschool.ac.uk/ e.axioti@csm.artsac.uk. Tel: +44 7971314266 / +30 6906060777
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(I aifsasierze) approach and the need fsoraisnoecdi atlo r e
sustain the necessary | abour force for the opera
movement .

Despite these first efforts, the situation wol
famous crash of 1929. I n dtheamd tleomdadrm X chaineg e
mar ket crasheStatehehd&md nddstrialized wor |l d f el
Depression. The explanation for this crisis, whi
is that the reduction i n cloonsssu nmopft iiomv el setdmetnot dceofr
which made holding money profitable and increa
circulation of money was | i mitedThe oGdmenmianlg T hd os
of Employment, JnpebkbsshedredmrMbpad&eg an approach
reform capitalism through the i mplementation of
Keynes, the | ower aggregate eixpeadgdt mamtescamdl| ¢ ad
economy to operate at | odve cll @ meel so fl e andcione taon df ur
unempl oyment. Keynes advocated for an active res
aggregate demand and sustain high | evels of aggr
al so guarantee employmeaeabryKkekgsebéan peconiomipgr ad
countries through the i mplementation of economic
i ntervention and plkannonwnn ge.x alnhpel emoosft twheel lappl i cat |
economic policies d¢warbeetousdriuctiloe pPds Eur opee
the formation of welfare states, where there wa
mar kets and planning of the economy to sustain

dition, at thel end o¢é¢r Wos | df Want ¢ér nati onal or

ace that aimed to regulate the economic and
oviding a relative stability. Most notably, tF
e rules forfcoamerai atehatdi ons (with the requi
intain its exchange rate tied to gold).

he emergence of the welfare states can be con
of the economic and soci al bal ances between th
attempt to diminish the economic gaps through t
sense, it is a compromise that would avoid any
According to Asa Briggs, a welfare state 1is
del i berately used in an effort to moididgtitdespl a
-first, by guaranteeing individuals and familie:
mar ket value of their work or property; second,
enabling individual s and familieswhiochmelegdadcert
ot herwise to individual and family crises; and t
di stinction of status or class are offered the b
agreed range of soci al servacespdl (Breggsai m8d1t
strong and reliable | abour force with improved p
constituted an eTxhpcamassi oth. oMa trs kgehltIGi. tamza bk iBokcii @ |
Cl psrsoposed that thevwedl fthereeespanesoacbi citizen:

only ~civil and political rights but al so soci a
membership to a community. However, the consti
i mportantly of soctihael irniegghutasl,i tciheasl |beentgneede n s oci a
twentieth century, citizenship and the capitalis
1950: 29) . Al t hough Marshalll sees soci al rights
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capitali smeorMagtxs s¢ornshi der them a way through w

mai ntain consent on capitalism and eliminate dis
st atecogni zes “the political emergence of the wo
(throughtea cemplrecturati on of the soci al mec hani
surplus value) of politically controlling this n
(Negr i Ta88: sbgnaled a restructuring of <capital
condi ti on, i n whi c h, t he di al ectic of capitali:c

intervention of the state.

n Britain paoldrtdsssalparotnsensus was formed after
[ the advent of Mar gar elt9 79 h atwhhecrh iamgr @ e d e ror
portance of wel fare provisions, the maintena
curity. There was an agreement that high stat
onomy based on Keynesian priinne®icplhneosni we rgg omwd che s
inciples according to which, the state assume
n be f oRempdoBimcdmle | nsurancthamdwadd | pell iSehed cie
at was prepared by Wirltl iiadre Bteivfeira d gfei. v €l heev irlep

Q o0 S "ty T O0OT OOV T
Q. ®O Dd®ITO0QTT® T O 03 7T —

dressed by the state: want , ignorance, di sease
r soci al security, educati on, heal thcar e, hou
ese probl ems ainndu np rsotvanddearad noifn | i ving to all/l
port proposed a comprehensive system of soci
ntributions by working people in order to re
nefits in the cassesi oknasnempilioymeynt and ol d a
mi ni strative responsibility by the state. The
operations of capitalism, and thus, they were w
wel fare stat erperdovtihsei oomasji ocrovty of the society, w
had equal rights to them. Bet ween 1945 and 195:
Attlee put forward a series of acts that f or me
i nsurance becawiet hcNoantpieuol nsaolr Aycins 84 & Na@atdh eo n a l Heal t h
ServipeblAcshed the same year, made possible the
al | and the establishment of a network of hosp
educationeamctl94bletamal 1948 made educaHduwsni cgo mpul
Whitethagemwas published in 1944 addressed the p
condi ttihamsaugh the cons,it rtuemp omaroyf hweditreg,s and tF

sl ums., Wiliedve Towat AB#846 Tawd thd Countoyf Pl%9%4dn7ni ng
made mandatory the acquisition of permission anc

transferring the control and the regulation of |
Al | timéde ati ves were supported by the develop
Through the buil ding of new towns, housi ng, S
uni ver siBtriietsi,s ht hset ate i nitiated the | argest part
centmal |l @acal governments were responsible for tl
whi | e, the wuse of l and, as wel |l as the develo
regul ation and ministerial planning. I n most cas
anduilt by Il ocal councils with the supervision
were created in many ministries and by the 1960 s
Britain were employed directly or indgremsly by
relied on economy, the use of standard designs
prefabrication. These techniqgues wer e empl oyed
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hospitals, stations, et c. As plans ahdstwaleut s

became secondary. Thus, it was the public secto
architectur al producti on t hat aimed to address
completely altered the built-wanviurbmamerndtahasdapr

Britain (Bullock 2002).
Thelousi ng Wipiute fPBapwpwanr d the objectives and fir:
i tial measures were direct ewart ohmauwsdisn gc orveeed sn g
il ding new houses, t he | aroguenscti | p ehrocuesnetsa.g eT hoifs
cilitated by the offering of construction sub
W houses. I nterestingly, both the Labour par
mmi t ments to build a | ar gee nparbiead offirodbd yls®4s5 an
e state addressed the wurgent needs in housin
il ding new housing estates in an efficient anc
d construction of social thoalsied Wwertheest ataé
cal authorities. I n 1951, with the change in
rket to participate in covering the housing n
th private companies, whiieh wor kead sfeont hleo mnalmba
it but this sometimes resulted in buildings
oduction of soci al housing stopped being the
e rHqommeds for Today &k kleamoMorraw s Commi ttee wa:
1961 in order to address the new I|living expe
andards Maoweoeoshemsb{p012: 13
At the end of the World War 11, a EBdemite®nof ed
Acdaf 1944 made education compulsory and free in
considered a financi al burden by the families
attending education increased. Educataitoen wase an
acts attempted to create equal opportunities for
age for | eaving school was set to fifteen years
At hrteieer ed educati onal Sy st esare codn dgarraymmaao d e rt ne cshenh
was adopted. Later the secondary and higher edu
initiatives were supported by the devel opment
ucational system. The Ministtlh obheEHacalti Bducz¢
Aut horities were responsible for the @dvél opment
The building of school s lwacameraopr iamrdi ttyheirre tal
interesting architectur al epampl eschbat basbdt
programs (Saint 1987). The welfare state school s
provide an education for al |, i ndependently of
students. This way, they sneunrsteuroefd eignu atlhietiyr acnlda sns
about tweer psoscdi ety, but most i mportantly, they o
optimism for tomorrow. -wam ®Shkhhe®olsgnse] tithat epdo s:
citizenship and belonging to a community.
Thedeonf war also accentuated the need for mor e
acquire the required skills in order to partici
of the country. It was decided that the Local E
the students’ fees and in 1953, grants to univer
the university accessible to morReppoeroploen Hitg hwea
Educatni olmM963 that put forward a plan dorandcde bui

ed
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the expansion of existing ones. Bet ween 1960 an
created in Engl and, whi | e Hrearnwo ocedx i 8 7 &n)gl tbhiess e X
i mportant to underline that the expawnppomted fre
by an extensive building program for wuniversiti
for students to practice their right to educati
that were essential for theirrpmafiecesdi omalpeadel
spaces of study, research, and free dialogue, tf
Soci al security for workers in the form of p u
provision of the welfare stateceTlH&HS)eani 6nedf
t he -epxriesting health care services in onhe syste
hospital boards, to organize the hospital ser vi
Al though the healthcare proghsi arig eby thlee watrat &
devel opment of its physical infrastructure took
order to addwaers snetehdes ,poshte NHS developed in coll
authorities a networ k hoefalheia Ictahrcea rcee ncternetsr ewse.r eT hv
the 1940s. The London County Council put forward
two health centres that woul d bleo wdhe vaenldo pGodu nitmr y
Pl annitmlmatAcwas wunder 2J] abloe alt abea 18950A9€4brought i
for the separation of NHS in hospitals, general
brought the idea of the establ i sHasemitt aolf Rlliasnt rfi
Engl and atnhdatWawkesss lpasdb in 1962 approved the deve
gener al hospitals for popul ati on -fairwee st lod u sasbnodu t
peopl e, aiming to place a gener al hospital i n
hospitals were to obnee bhwinldir-eamud hanmadtgh eri zed. The
established its own architectural depart ment, w
investigated their technical and environment al
new technologi es.

The BritMshi PtemeHarold Macmillan stated in 19
gatbddeed, | ow unemployment and stable salari e
ing standards. The wel fare state, t hrough st
imeont and the realization of public welfare p
peopl e. The control of Il and and housing repr
provisions and the regulation of private enterp
cetain domains of |l ife such as housing, heal t hc
progr ams addressed peopl e’ s basic needs and p
maxi mize their social use value. “The planning
keyeags in which the welfare sought to achieve it
and soci alAvweeIlmfazne:1"dThias .refl@r mi st approach wor k
and there was a |l ong period of economzie asxpansi
the “golden age of capitalism”

The years that foll owed signify a transition f
of government, whi ch are based on facilitating
i ndividual ent ergporviesren me N étahl ei sbitr®cded s applied mo n

S 0
[ i v
env
of

48 Speech of Harold Macmillan, the Conservative Prime Minister, in Bedford in July 1957.
Macmillan was in office between 1957 and 1963 and was succeeded by Harold Wilson, the Labour
Prime Minister.
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economic policies that aimed to control t he amc

inflation. One of the ways to do this was to re
the welfare provisions. TRids tdeombmaindoamemdod a ol

war Keynesian commitment to full empl oyment , arf
unempl oyment to exist, which is considered expe:
mar ket economy that &Lms etpwl yvapmpc eropertoimti icvse .wer e
introduced reducing taxation, increasing produc
regulative restrictions (such as employment cont
all ow for competition adiedv ealno pe.ntTehrep rriesseu Inta rvkaest e
rise in poverty fromMiittlee h@80xonahwamadk.ets beca
vul nerabl e t o international changes due t o t h
producamaon,gtrade. For many asagpbefteed thrsd mpbana
restructuring of capitalism and for ot hers an
20157 ) .

Margaret Thatcher, who came toopowet ednr 2999 m
policies |l eading to the deirtehgdurlaawailo no fo fp unbalrikce tssc
economic provisions. This resulted to the diss
Thatcher adopted monetarism as an economic poli
money in circulatio#Omemdowagbheeoi dbl ati en.was tc
public expenditures and restructure the welfare
al | of the domai nswarhagerdiuod nwe rteh ep lpaonsnted and r
state in order to all ow efraralwezlef.a rTeh epyr cavfifseicanesd t
empl oyment , heal t hcar e, education and housing.

the real expenditures on such provisions. The

number of <c¢l aimant sdwasdaddantarp@lrioad hamd reeser vi
was cul minated at the replacement of unempl oy me,]

the Jobseeker’s All owance (J.S.A.) in 1993, afte
The discussion on swhpop ode seedr vseisg ntad ellle a retracti
provisions as soci al rights. A few years | ater,
and only the old ones remained within the state’
I n healthcare, proespbonrsbibleictayneoft heegi onal a
authorities, where gener al managers were put in
accountabl e for t5hHe aH d shciatreel blhuuWdedtss .wer e | i mit €
comparative costingndepdi c@ mwetietiivmnga roduced in

supplies and serviceWorEvegt alrl PapubeniL8eBs@ai e F
a reform by the government, creating an internal
the “puprchaiseéeirdndi‘vile purchasers were initialdl

49 The idea of a natural rate of unemployment was developed by the economists Milton Friedman

and Edmund Phelps in the late 1960s to reflect the rate of unemployment, when markets have

stable inflation rates.

SOFredric Jameson foll owiinzgatBEronne saf Mamel ed Vv sl uthieoon and
capitalism, consi dertse tchaipsi tpadriisard as t he

51 Monetarism relies on the control of money supply and was introduced in Britain in the Medium

Term Financial Strategpf 1985.

52These i nietrieathiavseesd wRe ft lheec triegpnosr ton t he Management of
Serwifcée he Nuffield Trust prepared by the economist Al
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Aut horities. The providers, competing for busin

drive down costs, were either publicly funded h
into indepersdemtr tpruvate ones.” (Lowe 2005: 355
administrative <costs and reintroduced commerci
i mportantly, they created a competitive market
started preevaiolviinsg othls i n Educati om d&®febdo ghAct

introduced a voucher system into education and t
competitive market. Parents and students woul d
according ittoy tohfe ecdwaclat i onal services provided b
Grants Committee was also abolished in the same
t hat replaced it, became responsible for fundi
constraintsetrowvwarud ahii @ n, whil e it all ocated <co
uni versities. The gradual reduction in the exp
education brought the introduction of tuition f
1990s based on$$iacea, the increase in tuition

formation of a student l oan system and the i mj
empl oyees. This way, education became more econ:
its newly forsnedatlhesumban an independent provi
citizens.

Al t hough, pl ans to completely privatize the NEF
the deregul ation of education and healthcare, f
whiclkeyrewgradually outsourced. This way, the sta
oligopolized ones) and all owed the expansion o
public domai ns. A series of privatizations tool
operadfi opublic wutilities, i nfrastruct®t‘drmhes, and
“right to buy”, the right of the tenants of soci
the 1950s, but wleu saicrodfvAlt9BaX byr avhieded floe i nce
this to be realized by offering the houses in
provided the opportunity for a | arge proportion
However, it also reduced the st ockt hoef saovcaiiala bgl aep
bet ween owneorwneand nomwery | arge percentage of h
to private ownership, altering significantly th
commercial specul ation on propekteitas ofamdrht gagtee
private debt. The previously publicly owned hot
transformed into equiniparalfl elr,i vptkel weaéxpmendi
was reduced and the subsidiesttall goakbrgmeprt nma
Public housing entered the real estate housing
full rents, competiti®Bhe oentiet loament nt ¢ hleo mair ke

53 These were introduced through the Teaching and Higher Education Aof 1998.

54 British Airways, British Steel, British Oil, British Aerospace, British Coal, British Telecom,
Regional electricity, and water supplies were all privatized. These privatizations were presented
as opportunities given by the state to the people to buy into these services, hut in reality, they
allowed large private companies to buy their largest share and form oligopolies.

55 The local government was to only manage the building projects and allocations of housing rather
than be responsible for their construction, which was out sourced to housing associations and
private developers.
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from a right to a very sliiomi todd sancd ad o nstercaulrliedy
the ones in severe need.

Through these acts, the British governments of

wel fare state planning that was at | arge based
promoted individual enterprise and compeatidti on.
as consumers of-asevnalicesngnednseépreneurs that ne
to their i nterests (DlhZzd)ot. ahhlus,aviahe 29tlBt e 1Wds
responsi ble for soci al wel fare andalegouasl i ttyhi ef
constituted the dismantling of the foundations
restr uclthuer ifrogp.mati on of iinternal mar kets in heal
initiated, meant that the mirrisptomisé bl werdfo®rnathear
and maintenance of hospital s, 868B6D5) Bhe ama@audsg v e
that managed these irnesgdultattd d nasn d ercaaneo sxilldfl e f o
buildings and operationspenfdenhéiyr ands taictcwtridda mg
budgets and funding. This, in most cases, signal
environment and a significant difference betweer
weal thy and poor i nst iftourt i tomes . prTdicku cstuipopnl i &@nd s ¢
buil dings were objects of commerci al competitio
sector This was realized either by contracting
for mpobodprecvate parutBlgrcshapese partnerships would
term contracts, with specific arrangements on
private companies would make a profit by provi
services and buildings was not assured.

The buildings and | and that bel onged to the |
decre@bBeds{ophernsnn 2®@h& )y ast to private building
and commerci al buil dings that ex panderdt.anltt i s
initiatives of Margaret Thatcher as Prime Minist
environment, waentlee pcitelrdatzomperfat ed outside th
| ocal govwelrmmenterprise zones, t he government
encourage investments and economic growth in th
flexible planning regulations, and tax breaks tF
attempt sctt oi nattetrrnaat i onal business and iinvest men
strategy for t he gr owt h of towns and-cities
i ndustrializati oinnfaommrdmat iobrmdl treewnmlouti on. Thi s w
became an esseafiatbaspstrategies.

Thus, the rationally planned devel opment of th
soci al needs of t hwarcipteirzieonds woafs tthrea npd otr med i n
enterprise in the pursuit od seectnoormica rprriogs tt, h ewl
t he private sector, t he benefits. The cost of
i nvestments and the destructions that they somel
benefits that these delved ommpmemittsi eod.f eMo gto itrhpo rl t
initiatives develop a form of governance of t h
di verse economi ¢ -eageemad mi @ nfdo rpood g ,t itcroansf or mi ng t
a space of economic wviompeti promaftferetbromiuc spr o

56 The creation of enterprise zones was introduced by the chancellor and head of the treasury,
Geoffrey Howe in 1980.
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space of social welfare and equality (Harvey 198
to formation of the neoliberal urban spaces tha
of public spaegcetsuraend, iwhH-aalkiteeubhd | pet sense of
political citizenship.
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POLI TI CAL ECONOMY ANALYSI S OF KEY C
GOVERNANCE MECHANI SMS: ETS & CARBON
DI VI DEND
DanyangamdoRormsg Kang

Abstract

The Emission Trading -ByseedmapgET&achhst m fmaghktet a

warmitmgnd iis currently considered as the most
However, foreign Marxists point out that <cl i mat:
and mode of production. That i s tthecskblyedt et acna
di seconomy due to unclear property rights of pu
change. They believe that the above mechanism f
essence, coupl ed wiatph ttathe st neseguealettyy oesul ting

the carbon emissions trading system at the pres
achieve emission reduction and then mitigate t he
The ithitemrala carbon trading pl-basedms rade aindi ¢pea
based trade according to different trading obje
paper analyzes the existing prabiemal apdocasuses
emi ssions trading mar ket in China and around t
inefficient technology of accounting, |l oose <con

ices, inequity iinghdtiss,t rpiobout irceng udfateinoins,s iloont sr o f
well as few participants, etc
contrast, the proposal of Carbon Tax and Divi

r

i

n

i

©
—

si e to arouse widespreapdupartsoppattosi hicemth
e a s that <carbon is only taxed where it is p
mpanies and enterprises, while the taxes are
efits Tahlel pcriotpiozseintsi.on of climate <cha

kind. I t s universality det ermi nes t
erstanding and participation of the I
ol vement and benefits the public in eturn <c
hani sm. At the same ti me, it wi || al so pl a:
mul ating consumption and paomoekhg@gnécwhomiecr e
goal of emission reduction at an early date
t hough the end of the capitalist mode of pt
urbing ctidcaes nbanmeanthhat it is possible
. On the contrary, the positive role of capi
ized for a considerabl e peri osd noafly kieidme , i N
mat e governance mechanisms. On the other han:t
mate governance, because only it can provid
guarantees for such action

O DO —TO < QOS5 S

-3 0535
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1. I ntroducti on

The ARG h&gi s Report: Cil ii mealtiez e @ h asnmgde  r2é0l2e8a s e d
I ntergovernment al Panel on Climate Change (I P
principally through emissions of greenhouse gas
war mi ng, wi t he gtleonbpad rr astuurrfea cr e a ¢ R1i9n0g0 1li-2D 2@ .lalb o v e
Humamaused climate change is already affecting m
every region a(clrRPGG 2023 :gll5)b'e.What i s wor se, it
continue to intensify. The situation of i ncrea
significant sea | evel rise, serious threats to
i mmi nent ceoclolsaypssteenosf i s not far away-al bBeveonhayv
a temporary basitso athea he. 53"°omé@nkt ower | imit of th
climate <change."” said World Meteor cGergsd rcall Org
Celeste Cmattl ® €Cmange I ndicators ReachWar IRecord
Met eor ol ogi cal Organization 2023), “The WMO c¢ omr
the world.” The reality is urgent.

2.l nterpretation of t he causes of climate ct

Ecbomi cs and the Carbon Emissions Trading Syste

Carbon emission tradi-bgsedstooksofotbhemimatr kel

has gained increasing attention in the past de
practiced in Jurisdictions such as the- Europear
Quebd&dccor dibkmi stsa ons Trading Worl dwi deCARO024 | (
2024:23) :

- Jurisdictions accounting for 58 percent of glo
trading systems;

- Emerging economies are increasingliyng utrme ng t
design to | ocal circumstances;

- Gl obal revenue from carbon trading systems exc
record high

2. Tlhe causes of <climate change

The design and construction of carbon markets
we srtne mai nstream economics and its interpretatio
ecol ogi cal thinking can be summari z¢dHubwntdhe te
Dong 2015:6). Western mainstream economists adyvi
t emihcal means within the framework of the capita
and the multiple ecological and social crises <ca
stabilize and maintain the existingabkbygiabraaed
t hat natur al resources and environment, i ncl udi
And this scarcity should be reflected in commoc
all ocation of resources through mMmarkebnomigal abdc
soci al devel opment . However, it is precisely be
uncl ear property rights that i t(Haddisni h2®8:“1h45
Strong negative external i turees aarned ctohnes irdeesrueldt iansg
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cause of climate change by western mainstream
property rights proposed by Coase, some schol ar s
of environment al property rtihghtpsr owhieanh oifs eaxmp I
environment . This |l ogic hasinwedl wed tdlei matea gernat
and remediation solutions that attempt to solve
externaliitciemg them. The cwaglbwend tfrraadm ntghima.r ket e
I n 1968, Dal es, an American economirsadi mor opos e
0] m for the first ti me, defining the emiss
I ants into the environmentwu(ObDalresh29o68dndb
4 The United Nations Framework Conventi on
ffect, establishing the principle of Comn
, the Kyoto Protocol wasgaigmteerdnatAisondle dgnme
set emi ssion reduction or Il imitation target
evel oped and developing countries, the Kyoto
egotiati ons, -beansreidc hmesa snuarreksetof i @em,j sandni nednot i
conomic actors to achieve growth transformatio
eduction” targets as well as establishing three
educt-iJoonisn't I mpl ement ati omen(tJ | Me c hCa neiasnm DeG/DeM)o p
Emi ssions T(rTad i2n0g0 5(:E6TY) , i n order to control gre
and sl ow down the process of <climate change. 1In
ushering i n a new model of eglrelalonc|“i Nreattieo n@d
Determined Contributions (NDCs)"”, wM0i2dh gd etbadut
actions on climate change.
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2.2Zhe operational mechani sm of the Carbon Emi
drawbacks

Since the U.S. EnviAgmemmegn t(eEIP ARPr dtiecstti ounsed car

trading to control air (Zhdng i @2h:e7o3)hubdbonemmb8E
trading system has been gradually established
schol ars have analnyazrekde ta nsdy sstteund iferdom hmeany per spe
design concepts, organizational structures, | aws:
empirical studi es, and gradually found its own
the carbon emi sseitoncsant rcaodpien gwintahr kt he <c¢cl i mate che
The following is a brief analysis of the main co
system.

2. Dubbased mar katn:itdr Bde caypt em

The -zmagprade systemntebéfsngothe total amount
emi ssions and then allocating emission all owan«
trading between surplus and deficit ones. To rea
three steps need to be completed.

Firstly, the major greenhouse gas affecting tht¢
carbon dioxidexgequiovalrantficC@Qlly create a fixe-¢
object. However, the paths of gr eenhooumnspl gxas inf
and which are hard to be interpreted accurately
Cheng, and Li 2014:65) . Mor eover, with the cont
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and technology, the accounting straenddrsds efvoorl vad ar
and updating. Currently, the “2019 Refinement t

Greenhouse Gas I nventories” is wused in conjunct,]
Nati onal Greenhouseg | B&EE POtLONt orTihedsfiehdvad ebtc o
met hodol ogy and rules for the preparation of gr
around the worl d. However, due to the actual sit
di fferences in the preparati on kafngn &thii cmmala sa cacn
exampl e, the method to compile the inventory of
Cli mate Change in the People's Republic of China
Guidelines for Nati onal Greenhowseag Gad lam\d e ntthoe
“Revised 1996 | PCC Guidelines for (Natniissnaly Grfee
Ecology and Environment 2023) . Carbon accountin
devel opment of carbon trading. Amlyy eirmtogrsf eamal waid
the formation of the carbon price and affect t he
Secondl vy, according t o environment aler monstr ai
temperature rise control target of -ifdestairal Ag
l evel, preferably within 1.5 ° C), the remainin
emi ssion rights quotas are allocated. However, |
guota control and wunfair distrnbptooaeassnofhehhss

“State and Trends of Carbon Pricing 2024” relea
that carbon price rangelLewvelo mBGiemohieslsibgntdmre Eamglha

to Iimit temperature rli2s7e pteorzeptechrh db@ oo ° £ri se $
consi stent with | imiting ted3rpemniee dnyi 8s3 0t o

(Worl d Bank 2024:35) . I n contrast, on April 1,

price worl dwide barel ye exwhkeldprdt $& 0i peChitma IOt i
was | ess than $15 per ton CO2e. This suggests
consistent with the ambition needed to achieve t
ti me, it reflects thatntbherpuppl yAbfthaugbwasces
Figure 1, freely allocated all owances have bee
coupled with the-l1Dmpadt oothe€COYBDtor s, the spot

carbon all owances wente nalcateiaseldy Ithw camrben pr
the target is stildl unable to form an effective
alone the transformation to the green productior
Al so, the allocation of emie&siponnal pbtwawmé¢es Coum
but Di fferentiated Responsibilities and Respect
Determined Contributions model within the framew
significant di fferences i n itome relslpoomastiiban i of e
di fferent countries. Certain developed countrie
standards by interpreting "the principles of equ
for reducing emissions éwaomphve)] opéengacoudévelkaspe
advocate recognizing carbon emission responsi bil
than a consumption perspective. Obviously, this
argues that the r espaom sishiolnist ys hfoairl dc ebreboat t ri but
drivers of pollution rather than to the direct
Emi ssi ons Research Report (2024) " published by
shows that from 1990sitoons20flr9o, m ctahreb oo nesmi nse r en
devel oped countries were generally higher than t
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versa in major developing countries. The <carbon
Nof Organi zation f-opeEabnbDew ealnadpome nt ( OECD) count

regions, mainly developing countries, have al w:
consumption end, with the difference gradually e
to 4.17 billion tons in 2Z@K9 20QHI)nesTdhi Acaddrmyra
further multiplied by the market price per ton
huge economic |l osses in the hundreds of billion

devel oped countries tomisappard smaimetraii mgt keeiom oo v
hegemony.

FiguEdsSllnformation: All owances and Emissions

All Countries
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Sourkcuer:opean Environment Agency

Thirdly, carbon emission rights are artificia
circul atedmadi ti es” in the specific markets, Wi
according to the gap between their needs and tF
i mperfect premise mentioned above, it is concei
wi || et stuececessful as it shoul d be. On top of

conducive to the exploration and progress of new
have become something that can be done for a pr
t hmost capabl e of developVvingg ade@ameceldo eineesr ggr e
countries.

Last but not I east, the important difference b
mar kets in general is that the goveupméngt fios th
emi ssion all owances, which implies that it is wun
(Zhou et al . 2024:107445). This means that the ¢
of carbon emission all owances,ppaomnsdd heo margkud tatfec
price of carbon in order to reduce emissions ar
original design of carbon trading practices.
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2. 2Pr2o jbeacsted mar ket : Clean Devel opment Mechani s

n additiomntoatdhbhe cpatheom, emi ssion trading can

I
through projedtas.edThe aprojiesctal so perceived as ¢
which adopts the prain@cicepglie¢” of Theasalribme of f set
credits”) which i s komo vwre dausc tQeorntsi f(iCeEdR sE miissssiued |
setting bodies is the gap between emissions pro
baseline scenario. Jurisdictions can generate ca
of emissions thrmnetghnesi {seichdiasedtor estati on pro
technol ogi es (such(HHdengcakKkdbmogp Exphamaeges 2023:12
introduced by the Kyoto Protocol is a typical re

The CDM is a cooperative appnbtatcbsbanhdeedevdEku
countries to reduce emissions. Western mainstrea
win" mechanism. On the one hand, through project
obtain the necessary financmal ataen de mpelcohynnmecnatl as
promote sustainable economic devel opment whil e
domestic environment . On the other hand, develo
reduction commitments at a | owegy ctosdhnaonido gd ies s
products and ideas in this way (Chen 2012:45).
to address the challenges of <c¢l i mat ecarhbaonnge and

devel opment .
However, this is not -tbarmdalse.veTlye |loingt. dfi rCGDI

effect of emi ssions reducti on i s i n doubt . CD
“hypothetical” emission reductions as they compas
under “business as wusual-up( Bpuwe s't.i oThh ewo utl de bfeo ItlF
possible to measure “hypothetical” reductions i
the statistical period (usually) of 100 years
di fferences in emissionsociaalsedhaodryge hedricoarm mb
themselves are difficult to estimateeyXdentand Ch
Meanwhi |l e, there is also a | ack of scientific m

sophistication ehnohegyranhfcebeaafti ¢s of emissi (
Furt her mefrienanocviearl i zati on threatens market stabi
emi ssion rights have both commodity and financ

economic val ue,ntbsutt hael scoo nrferpornetsaet i on of i nternat
has |l ed to a crazy influx of financi al capital,
occupied by financi al activities. Carbon finan
derivati vesalllionnkaendc ewsi tahnd of f sets are gradually
exchanges around the world. Compared with the tr
bui |l t on the basis of real commodi ti es, t he carhb
commodist ywheasubject matter. I n addition, t he |
environment al protection treaties such as the K
actual i mpl ementation actions of each contracti
of the carbon finance market, making its product
China used to be one of the major host countries
| argest supplier in the primary mar kiepat @©nien way
carbon finance transactions is through major in
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intermediari es, buying Chinese CDM projects and

gl obal carbon market. According to theadias$ a, t |

gener al0 ype&#®B8 ton, and when they are packaged as

mar ket, the plvcperisen {(We€lB.d.). Such a wide
h

bound to attract specul ators tdhemtaearmftlhhd emarulkbet
At the same ti me, it al so makes the devel opment
original design intent.

Mor eover, t he emphasi s on certified emi ssi on
"certification" rather at Wam 0eBMi shsaiso nc arl ecdud cattieadn .t
costs for -daBat hng@gl HFG@evel oping countries would
through the CDM, Annex | buyers paid between €2z
2008:1760) . Surprisipgbducet mvyBet HFGeEt t €DMe HAb
same ti me, in terms of the types of projects ap
Reform Commi ssion (NDRC) of Chi na, as well as t
i ssued on the ExecutivedBoamewaBBE, emewggne@roye
| argest number of approvals and the | argest num
of success and a | ower rate of obtaining issuanc
smal | relative to theheumbpropedt sc@@Heawmg 2016:
hand, the si®BatdiecmwmmpiosHECon projects is exactl
is the&t3 Mm@ N20 decomposition projects have | ow
technical di fcfaincud ftfygctamwdel iyt mi ti gate <c¢climate ¢
increasing potential fiscal revenue, their contr
i mproving t he empl oyment environment and pr ol
devel opment, whi sht uatsiuon sme mt itchreed above. It o
selection and construction of CDM projects are
and ulti mamesgioah reduction, seems to become th
addition, it ctahne baeb osreee ne xfpremsi on that the pro
emi ssion reduction is very complicated, invol v
i nterest s, and considerabl e profits. Therefor e,
inevitably ri sesedmenrg, buvharrsd, parties, manager
stakehol ders or opponents. Rent seeking is a ver

I n fact, during the third phase of the EU ETS r

of registered CDM projectsjaaoatisttdechumbdrsofgnl fr
the reform phase four, the CERsaddreian tongW¥Wr E’
representative carbon offsets around the worl d,
States, have also graduablyodbartdomedhtahesimnaét s
the countries such as China and South Korea, whi
of CDM to build domestic offset mechani s ms, ha

reduced the compliance r@a283p.tHewbvarstiyny &ct &b
Environment of the People’s Republic of China, ¢

Regul ation issued the “Management Measures for V
of Greenhouse Gases (TrChinmhéd,sm@ekihnfji edeVokahta
Reduction (CCER). Subsequentl vy, the Ministry of

released the first batch of project methodol ogi

59 There have been four reform phases of the development in EW Bfi&se 1 (2002007), Phase
2 (20082012), Phase 3 (2013020), Phase 4 (2022030).
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reduction projects, ibnocnl udii migs ,afdroirestanneat edr
power generati on, grid connected of fshore wind
cultivation (Ministry of Ecology and Environment
significant ©practi csaclusssiigmi foifcaObDcMe f or t he di

3.The root of climate change from the perspecti v

Foreign Mar xi sts have explained the problem
perspective of productivity and prodokitmanerel at

change is the consequence of accumul ation of <ca
effective and only way for countless individual
a whole to reap profits and t hus Maaixntraivre atl eaedi rt
nature of capital’s pursuit for its own infinit
money as capital is, on the contrary, an end in
only within this constantricywlragn ewme do f macvaegpme matl. hTa
no | i(nMatrsx. [ 186 7] 1990:247)” That is to say, i n
production is accumul ati on -voafl unee a Intsht eiand tohfe cfoonrsm
of -wvakue. Ther ef cerpe,t hien porodceers st oofk ecapi t al accumt
interruption, t he capitalists strive t o compet
machinery and equipment to increase the product.i
of the workersyrododtieapandsrepe snowball of <cap
bigger, the exploitation, plunder and pollution
are getting out of control. And the chain of mat
nature breakmatdelwn,t nilgdgering a gl obal ecol ogic
change is only one aspect. J&dNmeur@l Camses: akEgs
Ecol ogi calhaMarNiagsmre is a point of departure for
of r eNtaurur.e i s an economic tap and also a sink,

that can( @'lQognnnuopr. 1997:56) "

This paragraph well reflects O *"Connor's Ecol o
the “second contradictioea”cordt rcadiidtaildmn mhe twhd ecrh
productive forces and the relations of productio
That is, the contradiction between the infinite
nature of produchi®nesoantiitalolny. | dads to the e
economic crisis of capitalism.

On top of capital accumul ati on as t he root

devel opment has further exacerbated the breadth
2023:138) .

O " Connor inherited and developed Marx’'s thec
extdemg the i mbalance of development between urb
of devel opment between developed and | ess devel c
the extremely wunbalanced devel opmenssealkiong r egi
capitrainsfers rich energy resources and cheap | al
devel oped regi ons t hrough international econom
corporations, combining them with their advan
sophi sti datdedvisdamina of |l abour . -i Att etnlse veamea dt ihmg |
polluting industries in developed areas are tra
achieve the "“export”™ of pollution and the “ecol c
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reqiso This series of operations all ows capitali s

of more abundant supplies, |l ower cost s, and sece
Therefore, the exploitation and plunderheof reso
destruction of the gl obal natural environment ar
Overall, the nature of the-oadpminttaldi fatn ds yestded @,s sv
for expansi on, determines the unsustai madudcety
pollution and save resources, including technol
concern for the future of the |living environmen!:
have become a stumbling bl ock onrtflie tway anad see
hegemony (Meng 2021:63). The reason why the car
addressing climate change is that it has “comm
endowing natur al resources such rasailnanpd,i caei,r ,s of o
they can be freely bought and sold in the mar
approach covers up t he root cause of climate
environment as capital, which makesoddad befc oate p
wi || . Moving towards the wrong goal wi |- not re
based solutions wil/ not fundamentally solve t he

4 Fee and Dividend system

Al t hough carbon pricing polni ay itshen @tr o | feum dbd me
change, in view of the current rate of gl obal t
option to mitigate the imminent <crisis.

I n addition to the carbon market discussed exte
Dividemd another carbon pricing policy, has at'f
considered to be the most effective way to pr omc

The “Fee and Dividend” system was proposed by

was the f ecmenrl|l yoyfDitrhe NASA Goddard Institute fo

an Adjunct Professor at Columbia University’'s E
woul d be charged at source for the carbon conte
fixed @amchntyear . Specfihelcaddmpanihes fwoswlid be c¢h:
the fossil fuel is extracted or i mported (at t |
percent of the revenue collected would be distri
reident on an equal basis (Miller and Hansen 201
and encourage foreign governments to implement
carbon adjustment duty is placed on i mports com
prcie on carbon while the compensation is also r
countries.

The reason why this carbon pricing policy is
charged at the source of carbemigenenatiwhitchsima
this policy easier to implement and can cover t
trade” system, only involves certain major poin:
cement pl ant s, steel mil |l s, et c.

Mor eover, t heofc otnhpeo s“i fta@le@®™ner sni aegr et arti ng amou
yearly increment, which means it does not cont ai
by the public in advance.

The advantage of this is that al | parties inv
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plans for the future. More i mportantly, F
efore it wildl |l ead to more private consumpt |
ons, thus bringing greater emissions reduct

trade” system, the carbon price as another form
mar ket as well as a-ardimmsc oo mioanpil redki eavegtaa ros . |t
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ndermined by hedge bets by speculators and
rtainties. Even wor se, while a cap theoreti
es a floor on emi ssions. For nexiammpd ceq n d mi ca
vities, t hen resul ts i n | ower emi ssi ons, C @
sions will go up relatively. Samestorsotft @achnoca
wind power, they can al sowdcandethusdgdrapdi ap fi
on mar ket price.

thermore, the most cruci al part of the poli
he public. Al though the carbon | efviyelwi | | b ¢
anies in a wayctlatofr piroesucthenpand | i vi
to the |l ow energy consumption density of
dend is sufficient to compensate for th
result iohaatsutpkusamehiti me also plays a
stribution. This means that the policy wil!/l
he general public. Instead, carbon markets ¢
rnment sor dtairgres coampd financial institutions
the natur al environment is closely related
n beings on the earth. And preventing CIl i ma
eowlea alhle ovorl d. Only by mobilizing the par
vely guiding the creation of a good governan
ronment al awareness, can we accomplish the
mal ,saaz e the homelands on which al/| human b
nd. Al so, the previous Yell ow Vest protest
cies that |l ack a mass base cannot be i mpl e me
addition, Fee and Davidand poanspairensi mpt e
of fsets”, thus eliminating as much as possi
ntage of this policy to engage in specul ati
n energy tecmnoldoogeisc al oti nmioovkat wionner s and |
ri bute to an increase in the gquantity and sy

.Concl usi on

Cl i
arder to measurevi ahdtbear crFacsd common to all/l
conomi sts believe that it is the biggest marke:
roblem by internalizing the externalities throlt

t

p

mate change is moving faster than anyone exX

resent, smaarnyd croeugnitans around the world have

rade” system, and supplemented it with offset n
mi s
hortcomi nmgpsl eimme nttlhad iion process of this method.
arbon emissions; The tot al amount of quotas is

sion control and achieve the purpose of redu
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unfair; The carbon trading behavior i tself hin
techno;l oAglisess, the supply and demand of the car bc

by government actions, thus it is contrary to it
The pwajsedt trading mar ket has also been critic
irrationalitgfflsetss imealhaemiigsi ons today with wu
reduce emissions in the future. Meanwhi |l e, exce
instability. Al so, the game of interests among

emi ssi on traerdaett ivoant er ed down.
Foreign Marxists have pointed out that the main

expansion of production and accumul ation of Cc af
motive for profit, at theesosndofdesxplbgi ngnegcoat
Only by transforming the capitalist system and t
climate change be fundamentally curbed. However,
reality showbadddat clmam&ktedolgwtvieomancan serve as
all eviate the pressing problems at this stage,
carefully. The “Fee and Dividend” system covers
the extraction and i mporrtboonf. fAots stihe fsuaemhe ctoinmea,i
advantages of easy collection, stable amount, re
support, so as to achieve the most efficient emi
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THE COMPATI BILITY OF HI NDUTVA NATI ON
NDI' A AND THE PUBLI C POLI CY OF NEOLI Bl
CASE STUDY

Anoushké Si nha
Abstract

decades since the demolition of the Babri
ong passed. Neol i ber al reforms have ravage
the success of thevimgiianmdempenaoamde str ar
pendence I ndia failed to address economi
t ideals. The subsequent | iberalisation
he. wel fare stat

Rashtriya SwayamSevak Sangh, the parent
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chal organicaatieomedominawéadl by spgai fi
ronts targeting dinfsf arentt heo wirdtaanl | enpt
nised by the fronts of the RSS in the f
to describe Hindutva national i sm, whi
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: pr emmodtiiac gl taur gpancentred around t he W (
alism feigns some kind of modernity of
s, thereby ostensibly requiring a cultu
lceoowiigthy t hat has been indoctrinated wit
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beralism, there is an acute unempl oyn
class consciousness withampaytwdf hior
them a sense of community and bel o
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ities. Communalism is not merely
nami cs of nprtehdeatlonrdyi acna pciotnatleixstm agnode
alism. This paper examines the ri se
f neoliberalisation.
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1. The communalisation of I ndian polity

| mmedi ately after i ndeepemaemde Niethr 4 ®Qidan s dhci
communi st interventions consumed the entirety o
space fioghtf acommunal i sm. Those in power in the
aimed to directly confroemt tchoemm@ionmadri essms dloac tiinen
drafted by Nehru in July 1951, stated: “As I ndi
same duti es, rights, privileges, and obligations
and practise hi®arebihgil®87: ( Rdj8BasekKhis sort of
popul ar di scour se i n a moment of Il eft hegemon
formul ation of the constitution and the values i

60Hi ndu Col |l ege, Uni v e rCoindtneocdd h lDaed ihnhal hadd4 a20.22 @hi nduc
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protect the rirghtitgi obs vemrnousti es. The Constit
decl are India as a secular state wuntil the 42nd
enshrined in the Constitution through different
However, modern virtues | i kret esxetcsulwvahre ns mi matdragod u
gl obally. I n I ndi a, secularism shifted from se
respecting all/l religions equally. This approact
“equal respect” is not pr actpieaaslolny pdsdirbloenn Foe
holds a unique significance, making it impossib
respect.” Thus, according to Perry Anderson, sec

for a-dbimidnuant state.

On t he econtomi € pemwinodd has been call ed the L
theorists due to the restrictions imposed on t
While India" s bourgeoisie benefited from protec
faced regulhattiheen 1t9%rlodqgudustries Act, which mand:
maj or manufacturing activities. This era, part ¢
regulation of private industries and widespread
Further i hdepepdence period was when the I ndia
to promote modern, secular, and progressive valu
attempts were made to mend India’s soci al fabri
partitidéid. i Mhel9maj ority of mai nstream politici
all egiance to secular values, such as Dr. B. R. /
be wunreal and meaningless in the wake of rampan
had -rfiagrht tesl etmheant often resorted to Hindutva rhet
by voices such as Nehru’ s. As a result, the na
staunchly seeccudlaorni amd i amntniat urceo.l oTihal | maitaonpae:
emerged thictobgemi aht nati onali st struggl es, t hus
amongst al | I ndi ans was a shared hatred for t h
generated throwuoghowaniogsraggies and symbol s.
While gl-oblhdbtniaakti naemenabi sutcmessfully ended c
ystems of exploitation and oppression they fou
s, whiliedtelpee n@lesntce I ndi an state routinely ad
nomic policiesbgsucthtaoni mpati onali sed banks,
L), in the absiemger iodl iaststmatnigdryalaingm, t hey \
i mil ated qguite -gai okl gl idéesi grhse onfeoi mperi al
nall ed andéwnepalihics, a time of great <conf
ces after the erstwhile Congress hegemony enc
ince this postcolonial I ndian nationalism | ac
e pace of its decayr sgo®ine azgailrestatelde aBr it thies h
stant memory in the minds of peopl e. Newer gEe
dependence movement afdnde aeicwadtenlof gPdoondu
g
t
[
r

i
F
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hters and a country wnkEvend tlhainsittitahle opon
ter country had died as dindepeacdengei ref ol eng |
l ed and economic-tgmewtlhowwasThat lamdi ahl econom
ough a <crisis with tdiremolursdiemo nmerd |l eh afracihn (
nempl oyment . This was accompanied by a crisis
acuum within | ndoinacne ntahtei ocncathmiosnrm enemy (the col
emoved, there was very |ithns$eobinkdengouheryi vie
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that the extreme right wing found their entry in
I ndi an peopl e whata tdhemmano stendsees iafedbel onging an
as wel | as a sense oferdeaduwrictoyndiin i entsr. e mNlay i wma
no c¢class contdefjneadr pal iweilclal agenda. This <co
nationalism by the power bloc that takes hold o
project” (Ahmad 20 1139:8 01s0 )o.n wrarrodns tbhye whhiido pi ng up
the Ram Temple in Ayodhya, the RSS intensified i
making it i nseparable from the Hindu religion.

project for the | ast few decades.

Fmal |l vy, these efforts culminated in the demol i:
1992, as a crowd of approximately 150,000 peopl
and Vishwa Hindu Parishad (VHP) |l eader s, includ
Josati ,t he Babri Masjid in Ayodhya. The demol i ti c
t han a communal act ; it i s what Aijaz Ahmad call
Whil e appearing sudden, the spectacleawhyg aarefu
1984 with the Ram Janmabhoomi movement gaining

as its de facto |l eader. This was followed by a n
clashes that | ed to | arger feelings 6ébwamemopsit
the demolition of the mosque itself was astoundi
the growing communal tensions within I ndian
asons. Firstly, the popularly el caddsanwhiegi
d sworn to uphold the constitution, gave a bir
rotect the Ayodhya mosque. They blatantly di
in inciting riots and wereé¢e Ibdteh 15ndblceenam
ue. Secondly, the wunion government which ha
constitution, had been duly made aware by |In
mosque, in defiance of t htethes upertmealco@ao\uxeromnr
bycahkedosecul ar Congress took a soft Saffroc
rampage and violence. Finally, despite incri
|l vement of the cul prheisr, tdader accompl goesr |
ts made no significant efforts to punish t he
int of no return for I ndian pol i triicgsht usher
communal forces.

Thi s bringssuusento d$bhenari o. Entering the sec:«
communal currents have become stronger as the

vi ol ence but encourages it . For i nstance, Anur
mi ni ster at t he 2t7i ndeayn,uaaty ,a 2r02I0l,y it i gated t he
incendi atr‘desholgangadda(rsoh okoot gtohl-a f tm@ariotléarsh)i 'ng out
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over whel mi ngl yCAMW sd riant easntteir s . Further, during a
Adi tyanat h, tehfe Meilneicstteedr Ghfi t he state of Uttar
“secularism” is the biggest threat to develop |
spot on the global stage.” While giving a speecl
that Congmeesvs nRrster Manmohan Singh had stated i
first claim on the country’s resources. “That me
those who have a |l arge number of children.. and &
you?astked (Hindu 2024).
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Mob | ynchings are a phenomenon that have sub

Musl i ms were the target of violence centred on b
to 2018) which killed 37 peopl dia®bpdmd iccntdemt
analysis of the English media. As many as 97 per
Prime Minister Narendra Modi’'s government came t

the -tolwat ed -bi5olodnGeévecasésom stead ey gblve Bhar at
Janata Party (BJP) when the attacks were report
brought in a series of I egislations that aim to
Pradesh Prohibition of Unl awf (l20@dnv e rwhiiccrh dcfas
bl atantly misused by far right groups such as t

harass interfaith coupl es. Ot her similar attemp:
Civil Code as a means to i mpdseitthe edhesmi nFaurrtt hied e
CAA and NRC | aws together create a | et hal combi
citizenship on religion, thereby excluding Musl.

The Role of the RSS

I n I ndia, at the heart of thé@hRasbkisityamoS8wemgailn
Sevak Sangh. The Sangh family is a patriarchal
upper caste men. It has about 50 or mor-e fronts
the |l eading party in IndialwkBitcAhOhgeabseenHistpo)
RSS has devoted |l ess time and money towards the
concentrated more on fronts for students, intell
vital parliamentary frtomegm t(ThhebBavdrionge hafvleudr
power blocs | ike mercantile capital or the bourg
which are also organised by the fronts of the
l'l'iteracy. RSS evenmopuwurmt i ehesi aemsatgmi di andt wac
eriodi calhse sQrcgraamniszhg raaRyds ht r a, Ddlaom@a wi t h pamphl
n specific issues. Centralization of authority
ts inception onall9Ré&r alTheomMa®i June, 1949, obs
eadership, Gol wal kar and his i mmediate <circl e,
or some time to come.

They seek to link the concept of <citizenship w
atteéempo establish the cultural Wep®&uioNatiyonhoot
Defi(nhe®¥45) , he asserts that the concept of a
i nseparabl e el ements combined into a unified whi
to as the “Five Unities,” are Geographic (coun
Cultural (cultwure), and Linguistic (language). H
as the foundation for the Hi ndu neactagomi zael otnhea tt o
regarding the notion of “nation,” anyone who doe
has no place in the national l'ife unless they al
into the National Race. I n ophedomwiomalmst |  hfeo lersas
religions that originated within its borders, p e

Consequently, it becomes necessary to define Hi
of nationalism which is able to biiomg andeattit
Hindui sm, into the -frodiden odulotner si amgd et padci ti on.
has given rise to a new, popul arised and milit
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Parivar’'s project aims to homogeniisendHionfduc asnt ear
and region, favouring a generalised, “massi fied
pursued through the creaanoonveftktnwepbthngrgalH nd:
“attacking” figure. |t might alssno tbher osuegehn causl tau rp
popul i sm, synthesising various popul ar subjecti
i i o appealing to the | owest common, and commur

uslim (other). I n the proédesis ndui asnsi minlcé uid
us reform movements such as the Bhakti mo v
ghout the history of modern India,- the RSS

cCco=Z3

identity intrinsicallyl limkedatotfilaoadiaa” n
use no such wuniformity actually exists amo
actised by the varied peoples residing in dif
has been i mposed on real wianagi eathyd Inyowt hehrextgrhe me
organs in its control
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2. The I ndian neoliberal regi me

The onset of the neoliberal regime in its full
rasi mha Rao. The economy wasd nltiobdrhel icoadt ray
n manufacturing stagnated, and public sectc
ance of payments crisis in 1991, I ndia i mp
ehest of the | MF to encodurgange ntvlees tgnremwtsh a4
nment introduced significant potalklyed hange
ce Raj, reducing import tariffs, deregul at]i
gn investment in modernatedhbbkogwntryhesep:
r enterprises and relaxed the rules for for
te tbet mdcdmavidhi ng measures, the real aver
ased only marginallyof o He6 cpeaetceémt tihre
acturing growth rates actually dropping fr
e 90s.

neol i ber al reforms that were made to appeart
winners and huge Illongddras .s klymeqikeeltietdy, iwi t h both w
of the top lpercent r H snidnegp eangdternareo nhiecvaell Isy. tAcc cpon
| at est Oxfam report, the wealth disparity in |
popul ation holds 4@t rppe'rcemnat aolf weal tcho, whil e th
popul ation together share only 3 percent of the
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percent was 6.1 percent in 1982, having consi ste
from the earlg aP90be thp dhpercent began to ri:
22.6 percent. The number of billionaires in |Indi
to over 200 today, the 3rd highest in the worl d
year s hhredeMb did BJP government . Further more, t h o
billionaires has massively increased in the | as
enough to fund the Union Budget expenditure for

Agrarian Sector

A cruciralofsetchheo I ndi an economy that neol i ber al
agricultural sector. The extended agrarian cri si
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it has displaced a <c¢lass of cultivator
Ug joined the informapl egedomnpdevit denl aso
S An especially alarming phenomenon i s t
the country. This trend began in the 19
g fti ci al NCRB, between 1995 and 2022, ar
: Additionall vy, according to the United
me nt (UNCSD) , bet ween 1997 and 2005, a f
2 misnutoefs.t hMse cases have been re
, Chhattisgar h, Karnat aka, and And
Sui s is attributed to bankruptcy or indebte
ca NCRB 2015) .

Thendiotion of Il ndi an farmers and agricultural
the state’s inability to provide them with secutl
l and reforms i mplemented after independence; N
reveathat the concentration of operational and
increased over the past four decades. This indi
efforts to curb |l andl ordi sm. Regarding the act uce
of the Ministry of RuG7alr eDweveell 0 ptmeantt dmolry 240.0869 m
di stributed in the first 60 years of independenc

Al so, public investments in agriculture and ru
and rbadses,significantly slowed with fiscal contr
NSS data indicates that the decline in public a
and accelerated in the 1990s. By theuemsdanfl the
allied activities had dropped to approximately 1
.6 per cent of total gross <capital formation i

tuation, the Ministry of AgriecdulRsurle 2& ,Foadrémecrr:
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i n 2023 which accounts for only 2.8 percent of
l i beralisation al so deci mated t he rur al bank
overwhel mingly dominates the credikte rharaknet firr nr u
money | enders and other informal sources at exor
to debt trap cycl es.

The reduction in public investment in agricult
Xtension and i nf or mattilben rdd sswletmimg@at deal i mendi n
roductivity have resulted in rural stagnati on
umber of empl oyment days available to hired v
nempl oyment crisis and fatreithg umamgygn womr&kags.s t o

cC 5T O

Mi gration, the Unorganised Sector and Unempl oy

The economic |liberalisation that I ndia embarKke:-
significant changes thampl oymemtseandasxpandad Sl
sectiT(he. processes of globalisation and | iberalis
unorgani sed sector that paid workers |l ess and c
entities further facilitated informal ewmpl oyment
|l abour force works in agriculture, yet many peo|]
to the seasonal and unstable nature of occupati
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een i ncr etassrn magn rmirgdati on, and t envpeorcaornye miogr ar
orm a significant share of the urban working pc
According to the Ministry of Labour and Empl o)

—

sector constitute 93 percent of the working popu
occupatdoeabnami c security. Wor king in the wunor
often i nhumane work conditions, such as |l ong hou
of work subject to the whims of the employer.

numberulefs routl ining the guidelines and practice
hiring employees in order to guarantee minimum
empl oyees in the organised sector are covered b
precaahdusgasual nature of work, the unorganised
|l aws and employees are not given basic benefits
and provident fund.

Since neoliberalism prevents the resnelragweea clei totf| e
bargaining power due to | ow unionisatien rates
empl oyee rel at i-lo9n,s ha mplsy 26 RéOrlBent of i nformal
social security benefits. Si miltahrel ys,hatrhee roef hveosr kb
eligible for paid | eave or having a written jc
vul nerability and poverty of these workers thu:
security and other benefits.

Unempl oyment and undeeernetmpallo yfneeanttu raerse of j obl e s s
economy has | ong experienced “jobless growth,?”
the generation of jobs in the economy. Accordin
Economy, the unempl oymrerftr ormat2e pleas eintcrienas2 010 t
2018, reaching an alarming 8 percent in 2022, t
particularly severe at 40 percent, with educatedc
UNFPA projectionsye Itnadilawea |ldne oonfti nhe youngest
worl d tildl 2030. I ndia is experiencing a demogr
bul ge” that wil!.l last tild] 2025. Despite having
gover nment i's usa&abloem ttdi capietmolgr aphic window or
with employment opportunities. Wi thout product.i
sustain their |livelihoods through casual wor k a
the | aw; t hus, toi mebi scaeasey.due

Di smantling and Privatization of Public Health

Neol i ber al policies speciaHepnl thcgeretedntdw&duoca
for privatisation. Gover nnleinvte di npubesgitemaelrethcleer & owa

pulbi c expenditure on health in India currently I
recommended resource requirements for providin
however, require raising public health spending
heal thosehas not received the kind of investment
2020: 511) .

The di sinvest ment i n heal t hesacrael e wapsr i catuips$ @ di
incentivising private corporate capitalks, For i n:¢
the Government of I ndia raised the FDI cap in t
automatic route in January 2000 (Hooda, Shail en
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pport for t he pri vat epndsetcd or t h
ps (PPPs), and insurance. Through th

policies offered tax benefits and

substanti al i ncr edse iHoDwerviewgt & hh
esulted in healthcare becoming unaffor
ation between wurban and rural areas.
200 1 1, approxi mately 82 percent of meakthien
pl oyees were in urban areas, while only 18 pe
tional Hospital Directory from the Ministry of
rge public and private howeli ¢ apsblaice olsss pintdalas
873 were |l arge private hospitals, including medi
Access to healthcare is one of the most signi
masses, with issues such as unaf feosr danbirluirtayl aanrde .
becoming endemic. A similar trend can be observe
I ndia'"s higher education system commenced towar
into a commodity to be bought amdtsaoludiiomst ltcd am
high fees, worsening the gap between rich and
economic mobility for a | arge section of the po
often had commopsinduBgniyngi eoatr sceesmanvi d sh b wth, marm
process, sacrificed academic rigour . Additiona
perfor-mased, focusing on student enrol |l ment ar
academic excellence. The annual r etpyor Gr arst on
Commi ssi on suggests there are 409 state universi
whereas al most all private universities were SeE&
Mani pal University, Gangtok, (estadHy s hRerda dleé9s9b )
(estd. 1995) (UGC 2020) . This has | edl a®s aarmsd/ st e
poor households are unable to afford the exorbit
expenses for both gener al andupsohbeassiadbhal aedocs.
country.

Hunger and Starvation

Thus, wages and empl oyment continue to fall i n
facilities such as healthcare and education col
i mpl i es tphoartt iaond acofget he I ndi an masses struggle t
I ndia is plagued by severe starvation and mal nut
Gl obal Hunger I ndex reportwastndgarane ithet hegWwerc
pecent . Child wasting refers to the proportion
wei ght for their height. I n thisddnenr¥Yemenndmna
Sudan. Il ndi a’ s chil d stunting rat e, whe c h refl
bracket, i s 35.5 percent, ranking it as the 15t
undernouri shment s 16fbvpemoenal i apwdrahe uBd8r:
statistics indicate extreme povertheaodndittaireoemas$ i
in I ndia are such that more than one in three ch
requirements and hence would never achieve their

Thus, t he earl i er era of Nehruei an asmetr akcas iny

opposed to the current unmitigated greed of the
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uling parties. This is evidenced in the substa
mbani s, even dulr9 npga ntdheemi@OWhDen thel gcehampawts
nd millions of I ndians faced financi al har dsh
urrently the wealthiest per son in Asi a, wi t h /
mong the top 15 richest indi vi dudalasn gelcoobnaolniyy .
as been troubled by historically | ow househol
ignificant unemployment. ThiischramdT ftehe odppveral m
| asses has secured their -wilhgeggpanstpeedaad!l wyuphe
urrend edo®JP government, which is seen as deci s
l ong this path.

3. The |l umpenisation of masses

After the demolition of the Babri Masjid, or
ommuni ty thoasalrairsstemmg | evels, with state agencie
ecoming complicit in the violence. This differ
nd the brutalisation they face from |l umpeni sed
ndetheeling of being under permanent siege amo
ith the growing gap between Mus !l i ms and cast
ducational standards and recruitment i n state
ubjugati on.

Theoets of the Sangh Parivar are most notabl e
aptured t he popul ar consciousness of t he Il nd
tormtroopers who carry out the Sangh’s agenda
i ol ence. Thte ngeueedsst itoon btehaasked i s what truly mot
at are overwhel mingly drawn from the poor and
es in the fact that stormtroopers are drawn e.
e |l umpdaniysebdoupeageoi si e. Under neoliberalism, €
th within and between countries. This occurs
rders depresses real wages globally due to the
spitreltolceati on of manufacturing from the Gl obal
bour reserves do not diminish. While free trac
neol i beralism) accelerate technological chanc
ow empl oyment growth, | eading to higher unempl
e crisis of neoliberalism is |linked to this g
i sis. This is evidenced by the utterbdeci mati
l'icies of Iliberalisation and privatisation as
herefore, a situation is created where the nui
reater than those engaged in regul aprepaed wor k
o such an extent that building a proletarian cu
hemsel ves by engaging in |l abour within the capi
ncome with other activities, ofamemeoutesicde btelue
he | umpenization of the proletariat. Mor eover,
hat a significant portion of this population st
ut of the capitalist systemtadbegehnhbercoimhrsbbu
alue to the economy, occasionally engaging 1in
iscipline ypically associated with regular emp
f stabild:i and grounding to the worker.
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Wor kefsen derive a sense of identity and pride

| umpenproletariat is robbed of any such pride a
crime or through—crheesoppeoendnunahi sm itself, wi
vol ence. Additionally, the | umpenized masses are
also are no |l onger able to identify with or rel
proletarian culture. They strongly coawmenfory.a |
Thus, communitarian ties come to replace class ¢
i deol ogi cal battle to the forces of Hindutva f as
Workers engaged in regular and permanent wor Kk ¢
wor k envtroimes allows them to unionise and col
while sharing their hardships and woes. The | um
by any such ties and instead relies on communit:
f eel nse scef security. Joining c¢omnanueneadle dp o lail thieci st
fictitious, sense of community. Consequently, th
| umpen | ife can easily be channelled into commu

ride and assert superiority. St
ndergone by t he—tRhSS kchaadkrie ,s heovretn:
inspired directly by the Nazi s

means to regain p
in the training u
and white shirts

4 . Concil arss

Through the I ndian case, the relati enisghhitp bet w

forces becomes abundantly cl ear. It is not a gi
accompanied by modern values such as hasculhari snm
unique ability to adapt itself to new environme
val ues. The main motive of the capitalist remai
whet her he dons the saffron r obeasndoft iHi.n dSwtcvha sokr
high profits are made at the expense of the prol
strips the worker of all dignity and pride, foroc
extremely | ow wages.

I n the I ndian coonft emxotr,k etrhse amaej oernigtayged i n casu:
their rights within such a system are negligibl
di smantled everything that provided the working
public healthcaragrtic udducraet,i ggro vaenrdi ment i nvest mel
as corporate capital is invited into the space i
facilities t hus become unaffordabl e for t he I
mal nouri shed, edh.d i mpoverish

I't is here that the extreme right wing finds i
give the Indian peop+ae awhmmon hegnsmesdaf deslioregi ng
unity, as well as a sense of secuwerictaysuiamn eotrkeme
or the unemployed youth, who has been robbed of
through belonging to a particular religion. The
class consciousness and indulgesregaiact sheifr cpt
Consequentl vy, the RSS and its allies train the
communal violence as the state and its compr omi S
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CONTEXT AND PERSPECTI VE ON THE WAR |

Mustaf el Tegr kel

Abstract

The ongoing war i hheUksabpecthasf baamer ous St uc
i nterpretations have emerged regarding the <caus
warring parties, and the positions of the conten
on the walation to the international order . Thi ¢
context to help readers understand the current s
is a consequence of failed diméomatot nekgobUnht e
the EU, and Russia in December 2021. The backagr
and 1990, when the Soviet Uni on was not accomm

unwritten promises aesuhotwdcomedisputghttha@ahehw
when negotiations between the Russian Federatior
2021. This paper explores the perspectives of a

should nepeprnkdyecbuld have been avoided throug
States and major European powers disregarded thi
directly or indirectly involved ialtdbd dohfkrent
to how bel | i-bgeelrleing esr eanntds neoxnpect ed. This i mplies
change regardless of how the war ends. Overall,
i s polycentric i mondtauri eo,n raenfdl esdtriurgpg lteh @ rme es s e
1. I ntroduction

The ongoing war in Ukraine is the | argest mild.i
Yugosl av WhIS5) 1&Md NATO's intervention in Kosov
not bhey combatants (i .e., the Russian and Ukr ai
combatant powers (i .e., United States, United K
These powers have diplomatically provoked the Rt
the UkRnagovernment to fight against Russian forc
the Ukrainian | eadership was acting on behalf o
Consequently, the war in Ukraine has been | abell
andajmor European powers on the one hand, and Rus
the concept of '"multipolarity' has become more v
and small powers to engage in the current proce:
such a significant topic that it requires in d
coherent historical context in which to under st e
2. Literature about the war in Ukraine

A growing body of |l iterathuer ediovni dehde iwmtro ifno urk rc:

(Tadr kes -4260)2.2:Th2e9 first category attributes sol e
Russia. This approach begahe wnvhasfoheoRubBkrannte

61 Department of International Relations, Middle East Technical University. Contact:
turkes@metu.edu.tr

203


mailto:turkes@metu.edu.tr

20227, treating t hrei dalvaev emt .asl tant rachatss ot he i nv

hi storical fact . It reflects the essentialist v
Ukraine. This category of |iterature argues tha
should supposkythactZiedtmr in Ukraine by any mean
depl oying American or European soldiers. Some wi
question of civilisation, arguing that it i s a
|l kenberry-1(3280s2 4an el 2alf sever al international rel e
as a simple struggle -bepwesrnthe@gGldemalcr West so
on r4alneds t he GI obal East , which exemplifies auth
Al most all ofthédesécodomedadatregomny are propaganda
advocate P-umpersatastl stance, as in the case of
Gl obal Af fairs and Russia Today I nternational, C
as in tofe th&seAmerican Enterprise Institute, t he
l nstituti on, the Carnegie Endowment for I nternat
I nternati onal Studi es, the Council on Foreign R
RANXorporation.

The third category of literatur e, |l argely the
conspiracy theory suggesting that the Russian g
administration when it intervmntehdatmitihe aulS ldyi pilno |
del i berately misled the Russian government i nt
where they would be exhausted and weakened, thus
with China in the |l ong ter m. T hde sSet ad téuws=dri nel so neggmp h
goal is to weaken Russia so that it can more eas

A fourth category goes beyond-baismpl e egesoanti ngt
attempting to explain risipodgimiliatarcgotnemyi ams i
materialism. Wi thin this school of thought, Radh
approach draws attention to the fact that the e
l ong process that c ant hbee tbheetotreert i exap | aiinnseidg hliys ¢

combined development . Desai (2013) considers th
the most i mportant aspects of combined devel opme
the ‘Woshtd War || i n.t eDensaatii o(n2adl 1 50:r dlelr) f urt her cl
as foll ows:

The t vd mtsy century contrast bet ween the growt
economies and stagnation in the advanced i ndust
rooted in U@DxmaWli ldevalloping and transition cou
resi st the neoliberal assault during the Long
economies were able to engage in successful c o mi
remained | argel yi ootuatsiiadre, wewdherans dChi na, or wer e
autonomy from the international neol i ber al age.l
experiencing the disasters of neoliberalism, suc
Growth in tgheceomemgiers i s spreading materi al W €
hitherto and remains robust, for the most part,
|l ess financialized and more focused on product
countries to ptahreenwesitn itsheapmaj or f or ums of i n
governance: in demands for reform of the | MF and
and at Climate Summits and in the construction
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already menti ompear.entt iin railssionga mi |l i tary tensi o

Mi ddl e East, Ukraine and in the South China Sea.

By providing a broader theoretical framewor Kk
escalation of military tensionsthnChiheaM&Sdad] eDE&as
has successfully demonstrated that the fundament
Otero (BPQ24al38® contributed to this Iine of anal
While it is correct to explain the Baicsepof mil
the nature of combined devel opment, t his does n
the causes and evolution of the conflict Wi t hi
precisely what | attempt to do in this paper.

3. The causes awofd telwoel uomfolni cts that turned int
The root cause of the conflict Iies in the pro
order. The old hegemons (the United States and E
superiority amd twhearneftor €« edl@ mppower to the conter
who want to be treated equally. Russia has inhe
technology, power and energy resources, and wi st
as the oldl megtememswor ds, while the old hegemon
superior international status, the contenders ar
not reached a compromise on either the form or
China haesd eanseragn economic contender over the | as
rapid production growth, Russia wishes to be rec«
to ittsedhh gmilitary, space and nucl ear technol ogi
stawhsl e China has emerged as an economic cont el
strategic power with substanti al security and d
increasing tension could be argued to nldie in th
essence of the emerging international order . Thi
mul tipolarity.

I't is also a legitimate question to address wh
especially in Ukraine. Atcoturesegormemtcefritale rearmsfolni
has many valwuable resources: I't has | arge areas
“the breadbasket of Europe’™i,nhagsitwed | t eacshnal org
infrastructure. I't al so haars pmwaweyr hpyldarnotesl,e ca rhwg e
of pi pelines for transporting Russian gas to Eu
pl ants, wood and met al processing plants, a che
of Azov. Not to med mih@mdietfeesh clea ragned Ssopvaiceet i ndust
with a |l arge, accumul ated knowledge base and ski
value is also promising, as it has access to th
western, nort hwest errsn. alnhdi se aasttterranc thsortdhee att ent |
power s. The materi al potenti al i s an asset, but
power s, t he Uni ted St ates, t he Uni ted Ki ngdom
Russian Federatinn,t . are interested i
As of June 2024, t he war in Ukraine has been c
Extensive military and civilian destruction occ
peace, in sight. Further mor e, di plsomatdi ¢ hree [EJt, i ¢
on the one hand, and the Russian Federati on, on
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bet ween major NATO members and the Russian Feder

a <clear real i gnment of countri easi tfhoerrmi iigdec oma s
achieved anything so far. How did things get toc
failures? These are |l egitimate questions that ne
4. Controversial narratives about the origins o
There are sevemralratowmesetiabmgut how the war beg
related to a party's foreign policy strategy. I
narratives. Let's start with the Ukrainian and /

The Ukrainian and US narratives

Bot h trtmé nlkan government and the US administrat
back to 2014 4TIWrkd@éegO02Mph28i sed that Russia ir

in violation of international l aw and are now ir
Ukrn a e. However, they avoided mentioning the Mi
Russia's military buildup and exercises, even Wi
an i mpending invasion of Ukraine. Yet they did |
thBaltic Sea, the Black Sea and the eastern Me
security. They presented the Ukrainian crisis
Russia's expansionist policy. I n this vein, t he
Russia would invade Ukraine at any time during

invasion on 24 Februa3l) .2022 (Turkes 2022: 29

The Russian narrative

Russia c¢laims that the crisis Dbegan in 1990.
Germani es uWedtierdn pdhwers (the United States, t
Germany) promi sed Gorbachev that they would addi
t hat NATO would not depl oy offensive or nucl eat
expand further tehasstt .t hTeh eWe sctl adimsr egar ded Russi a

concerns in Eastern Europe and are doing so agai
2022) .

Whil e Ukraine and the US emphasised Russia's i
the Russian gogwmeorrrendenany mention of the issue, t
Russia claims that the United States intended
pawn in a wider geopolitical game. According to
i 20%134 was the first step in this plan. Russi a
i mpl ement the Minsk Protocol I, which was signe
Russia also accused the protocol's guaregeors, C
to this failure. Russia demanded that the US r e
security concerns into account. I n 2008, Ger many
of no NATO membership for Ukraine asdmGeargi a,
out come. To this end, Russia is demanding writt
The Russian reading of Ukraine's relations wit
indulged in regime change in Kyiv, particularly
in Kpve been serving US interests. Russian polic
was becoming a U.S. colony and, more importantly
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for Russia that the U.S. and Europeans Isthoul d ac
not back down from its position of making Ukrain

Western penetration away from Ukraine. The way F
into practice was a military show hoef bfoorrdceer bwi tsht
Ukr ai ne. I n other words, Russia wanted to real]
showing off its coercive power. Ukraine was on t
Russia sent the message with W a202ani rt HPaitt i int swa
punish its “Ukrainian brothers?”, i f necessary, t
Ukraine.

While the US viewed Ukraine as a means of t es
weakening or dismantl i ng iltksr aminlei taasr ya pwawe ro,f Ruos
Western influence and addressing its |l egitimate
both the US and Ukraine reveal an essentialist
Ukraine” Russian militargr duadeadbohevaldniitnade nfea
Ukraine to give way to diplomacy on Russia's ter
Hi stori cal background to the protracted compet
No w, |l et’ s take a closer |l ook at what caused t|
back to the 1990sso.ciSone iitndweietdh at he Budapest Agr
agreement (Memorandum 1994), the Russian Federat
Kingdom promised to protect Ukraine's territordi
and destr ucetaironwaafhemuwusl | ocated in Ukraine. Ukr a
Western powers of these promises and arguing tha
stance against Russia in response to its annexat
Conversely, Russia wrniafiimsat ih@an ,ofdutrh e gt wdh eGer ma

Western -powvwerWni ted States, t he Un+preodmiksierdg d o m,
Gorbachev that they would not deploy offensive
nor would they all ow NATG n oe xcxhpamgle ffuart hkears te aGet |
NATO. On 17 December 2021, Russia reminded the L

these commitments in two draft agreements (Text
2021) . I n other words, eRbgoike nwgpmtognitse shiodhlli9@iOt
them to be honoured; however, the US is ignoring

I n the 1990s, Russia's status was defined by W
third world powass wnuadhl éar sand convetnhie oWemdt weap

attributed this status to Russi a, it was never
did not openly challenge it until Putin raised
2007. To a | imited extent, t he iWe skta sa cekr mo vEl uer dogpee

arms mar ket whReuns stihae FNoAUTNGli ng Act was signed i n |
inserted stating that NATO enl argement did not

trade, and that familiarity andd coumfpfaite d. | At mo nvi
| ater , in the same year, NATO signed a similar
feel equated with Ukraine. Russia was given the
1997, Russia was granted the ©Dpp8&esHbernzeetgyovtionaj oi I
alongside the US forces. Il n 1999, the Russian |
NATO intervened militarily to secede Kosovo fro
I n the same year, Russia wasngiSeemi ahandoltdédeofUn
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States in the June 1999 technical ceasefire agre
further di pl omatic action. Perhaps the highest
Russian | eadership by givinagaRugesra csectool wben
was divided into military administrative distri

and Aksi t112400.7 :Wh7i9d e the Yeltsin administration
with this.

About a year and apbwéeérf, aPaotirncoawngheé oUS mi | i
agai n@aedaa i n Afghanistan as an opportunity for

opened Russia's airspace to US operations, presu
to support the Checnhgent iunper,i sPiung sn.-apriloark wee ¢ coh i € ygi
with US administrations quietly, without direct]l
The year 2008 marked a turning point. At the |
2008, the US administration a&advagdat ead “oMefnebreirnsgh
Action Plan” for NATO membership, while Germany
should be no rush. The consensus was that Ukrai
NATO in the future, but t hat t he beMembearn ahieg A®
the time being. I n August 2008, t he Saakashvil
Georgia in the 2003 “Rose Revolution”, openly p
against Russian troops in South iOstsredtiiaomngdavhbtkthr

as an opportunity to act and took steps to und
Georgia. At the same time, the debate on NATO's
for a long ti me.

I n the context of NATO ead aagemecuysot tant be

Ukrainian <crisis. The *“Orange Revolution” in K
bet ween Vi ktor Yanukovych and Vi ktor Yushchenko,
unt il 2014. The election resdqwlwted ftrham k04 he
politically divided between supporters of the E
bet ween the EU and Russian heg38monilcn pamjatctt smp:
bring Ukraine <closer to the paoeegdateded&ubygp e
policymakers, the EU encouraged Ukraine to sighn
without promising EU membership. I n response, R
into the “Single Economic Spacredmi al@mi &km”o,wnw haisc
comprises the Russian Federation, Bel arus and K
held between 2004 and 2014 clearly demonstrate t
intervention”, which ousted Yhacnouukroavgyecnhe nftr coni pcoew e
European and US think tanks, did not prompt t he
reinstate him. l nstead, Putin chose to focus on
where the Russian popul atiomkn Sea chlneetntiratdcadp!l ay
I n 2014, Putin offered political and military
Cri mea, enabling them to secede from Ukraine vi
joined the Russian Federati on tchirtoeudg ht hae pparrelcieadne
of Kosovo to justify his actions. The Putin gove
in the Donetsk and Luhansk autonomous regions ¢
number of Russians | ived. When e¢dthet ki ait eraeneg
militarily in response, armed conflict broke ou
support, the Ukrainian government signed the Mi.|
2014, and the second in Febr uatr ybr2o0ulgsh.t Hwonweevnedr ,t
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conflict, so quadrilateral talks were adopted al
known as the Normandy for mat, were proposed by
invol ved Ukr ai ne, Russi a, FrancaencandeGammanyh.e
guarantors of this protocol. While the 2014 and
attached Normandy format protocol, formed the b
President Petro Poroshenko, his sudcessomc¥Wepod
them and del ayed progress as much as possible. S
has argued that Ukraine did not i mplement the Mi
France, as guarantor stat es, skoal di addifeasdet &h
decl ared that the Minsk agreements and their an
constitution. Therefor e, they demanded, the agr
added that they etodud de nwigtoh | Rudei tfaaictko heo wi Blbwe v e
i nstead of addressing the Ukrainian president
Germany and France of their responsibilities as
Russi a, the Ukrainian issue wasi thiodall iand pgedt st.o
expressed in Putin's speech (Yalin 2021), Russi
indi spensabl e brother or sister. Leadership of
br otshiessrt er rel ationship.

For ideologicalopomatérciadal ramdoge, the Putin adc
trying to make wup for the ‘injustices’ commi t t e
1990s by relying on the military, economic and p
by now, t hues Weadtti ng ahserious test. I nterpreti
Eastern European countries with offensive weapo
government does not hesitate to express its reac

Putin had ebeheanp pgyuit hat Donald Trump did not hav
Ukraine's NATO member ship. When Joe Biden came
changed the course by saying “America is back?”.

indicate thalhehdavevoluilkde ntohe Bi den administrati or
Russia provided the security of energy supply

German Chancell or Gerhard Schrdédder's membership
state company Gazpresm,ageendodi nnghe Ger man capital
would continue smoothly. This showed that there
Germany's industrialists and Russia's rulers. Ar
Putin's gas supply policy.

Il hmine with the situation in Germany, the Frenc
confrontation with Russi a, so that Ukraine's NAT
from Obama to Trump. French President Emmanuel
was abdead, t hought t hat there was an opportunit
autonomy” in the field of security and defence
that under Donald Trump, NATO would be of second
i nrtreati onal and regional organizations. However
have discouraged Macron's enthusiasm by aiming t
saying “America is back?"”. Can the Biden adminis
Uni tSéecht es had to shape Europe after World War 1|1
closely following the issue of European security

and Biden's policy on NATO, presented a draft
NATO and the United States on 17 December 2021.
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that it would be concluded before the NATO summi
States, on the other hand, was pursuing a policy
5, Competing strategic objectives before the wal
The Ukrainian strategic objectives

Ukraine had three objectives:

1)The Ukrainian | eadership under Zelensky want e
def ence -falnd zmaome patr lolwed sby nWd dhhteerervent of a RuU
not, the Ukrainian | eadership wanted to ensure t

weapons.

2WUkraine pursued a strategy to gain time to
especially from tdademiUBiAst raat itdhhre-UiBe alewed Chhet 8% o
Strategic Partnership on 10 November 2021, inw
financial and military suppWkrntaiexe ePharAtmenr i cranSts
Partnership 2021).

3)The Ukr addcdéerammhilpe wanted to sit on the negot.
preconditions, i.e., Crimea should be on the age

The Russian strategic objectives

Russia had three objectives: i) I n the early 2|
one of smighifacwnand political powers that act ect
by the Western power s but began to assert t ha
commensurate with the status it was accorded by
Uni ted St amaedse iRuss ssitaatus i ssue clear at the 200
where Putin openly questioned the existing powe

Putin wanted to regain Russia’'s prestigious inte
cl eamNAtTHODatenl ar gement should not be extended to
Russia annexed Crimea using a |l oophole in inter]
a precedent and further claiming that Crimea ha
1945 and that this mistake had now been rectified
the Russian Black Sea Fleet, and no other place
Fl eet than Sevastopol

While transatl antic-Ruersdéams dimmaUkngiede aanhd t ht
Western political groups overthrew Yanukovych f
political figure in domestic political space. Y
Ukrainian nationalissEUanddRugslbhanbdloaces @isohe h
for a whil e, however as he was forcibly ousted f

hands;Weptern political -Rad oirst s,i ntcdtualilnyg tpuroned
against Russia during andveanfttser nfaftthero ft h2e0 1Cr i Mwaei
Russia claimed thaspteh&regwaspal &usenann the Dol

wanted constitutional recognition as autonomous
2015, the Minsk |1 Prototblke Was Secgnedy <Sanaoati o
to be i mplemented by the Ukrainian government; h
in 20109, did not i mpl ement the Minsk 11 Protocol
Against this background, Rihes iCax i wmneratned stsw e e wsa |
negotiable and argued that Mi nsk Protocol I S
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problems in the Donbass region. I f not, Russia
by flexing its military mufsicned . stlrratmagi cbeo bsjaeicc
Zel ensky and Putin in a situation where they col

The USAOds strategic objectives

I n January 2021, the Biden administration, wi t
message thatt haeissceladt iooni st policies of the Trum
together with Europeamepmowecsnomianceo nmet il oingn w
economic contender, Chi na, and NATO would play
Russia. @Tbaenbuberals in general would side with
would be a struggle between democracy and autoc
EU on the one hand, and the autocratic regimes ¢

Undoubt enckl y Bi dten administration expressed it

mbership in NATO, that Russia has no right to
e “open door policy through the U.S. of ficial
Bidennadwecatued as the principle of soverei
Ukraine's independence. I f necessary, Bi den
Ukraine defend herself, but wi t hout commi t
uraged ntitaeem Ukraader ship not to give-firmet o Rus
i ne. This might be a | everage point to kick
nsky may have considered using American su
antl eerRmansdgi d'og dull i mpl ementation of the N
d
d

N
@
Tcw ——=0 — =~

to challenge Russia's annexation of Cri me
firmly reject it.

Before the Russia’s military operatidnbygtarted,

United States in the face of this crisis wa
l omacy, including international financi al an
s to be realized, it is necesssariyn tcooneresur ewi
Uni ted States.

The Russian | eadership sees Crimea as a |l egiti
not to open it up for discussion. According to I
i mpl emented the Mitnlbk DRDa@mlkeaement sagii oin, Russia wo
build up its military. Therefore, Russia argued
Western power s, especially the guarantor stat es
Ukraine's i mpl ement atmeonnt soof the Minsk agre

The position of ot her European powers would e
French governments, which supported joint stateil
of NATO membership solidarity, took a possition t
to drag Ukraine into the war. I n January 2022, t
the -pigbhed war of words it had opened-in Novem
Russian rhetoric.

As t he u. S. admini strati on e gdc all eact eendb etr e n ssi oonmes
European power s, especially Germany, argued thai
of energy supplies and, mor eover, that the Ukr
escalating into armed conflict cErurtolpe @mau rmhdasd t
completed the Nord Stream 2 project without any

P

0

a

e

m
e

I

=
o
c

he
i p
hi
he

211



economic sanctions the United States was prepar:.i
al so sent a message to Russia nlodt ntoot esseclall aaremst

Ukraine and instead sent 5,000 military hel mets
the same position as the United States on milite
The U.S. administration tried to impose its d
prirmaly on its European allies, with whom it wan
Di pl omacy wunl eashed but failed

Lavrov, the Russian Foreign Minister, has repe
to diplomacy and that idfecRss$ ®ina had woal chalpeetfh
di pl omacy to war. I n this direction, on 17 De
published on the website of the Russian Foreigr
document , two drafts of agreemépt YUni bed Bbabes
other to NATO members (Text on Treaty 2021 and T
ti me, Russi a announced t hat it expected t he U
documents in written. The Bidbnl adeni @ali st abhks owi
allies, NATO discussed the i ssue i n coordinati

provide Russia with written responses on 25 Janu
|l eadership played its <cardsU. Sapeann dn eNjfoTtQ awa mtge ds
conduct the negotiations in secret.

Let us now | ook at the Russian proposal s. “T
America and the Russian Federation on security ¢
Treaty 2021) andme“afsqurreeesmetnd emsure the securit
Federation and member States of the North Atl an
2021” (Text on Agreement 2021) were sent to USA

put on the Russia’s official website.
ltan be said that the form of these two | etter
mainly the US administration. I't seems that the

that they were written by an actor withetkbyst a
equating the Russian Federation with the USA.

especially the one presented to NATO, is that Ru
as an ultimatum. Russians may have edetlhebye rmaatyel vy
have genuinely considered entering negotiation
naively did not consider any rejection.

Lavrov, Russian Minster of Foreign Affairs, al
explaining and owolfartihfey iRugs sp asni tFieodrer ati on ( Reut e
Russian demands as one binding guarantee that NA

ot he-Boexet states or deploy its troops and weap:«
di pl omatic ed foirsisng ot ersiuens over Ukraine. It
an open diplomacy, while the US preferred back
and NATO on 14 January 2022 that Moscow would n
response, sayiagwhetéemecteaseponse from the U.S. a
(Sputni knews 2022) .

When Western media asked Lavrov if Russia was
control and confidence building measures, he sa

respecti a'os Romasisn demand for the no-dexpdanysriemrt of
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of its weapons near the Russian territory, furt
proposals represent a “package, not a menu. " “T
everythiggafnantée t hat NATO wi I | not expand eas
said. He often countered the U.S. and NATO's arg
power to prevent ot her nations from joining thi
agreement si regnpthtasti zt he security of some states
expense of others (Sputniknews 2022. Lavrov 2027

Finally, NATO and the US responded to Russi a
January 2022, but t he cont eanktesd oafs cEoln fH aiesnt News
publi shed them on 2 February 2022 (EI Pais 2022)
and NATO coordinated their responses, rejecting
reasons, such as that NATOoooWkdanot' smposerang!:
that, in principle, NATO maintained its “open dc¢
of fered “Putin negotiations onbuwiilsdairmoga nmeena s uargerse
di fferentsucolruans t he Orgapgi aatd p@a adtoironSeicrurkEdr o
(OSCE) ,-Ruksi B8SStrategic Stabil-RtysiDa aCtohgauei, | and
success of which are conesc¢calbatidomnoft heheasetRBugssio
threat to Ukraine” (EI Pais 2022).

The West veoklegpth&®ussians in a negotiation tabl
rejected Russia’'s diplomatic demarche. |t was tF
the EU and NATO member s. Here it is possible to
Europeans pamweér NATO member s ar e responsi bl e f ol
proposals. 1t seems that the United States rejec
want to grant “great power status"” to the Russ
Russia's gliepnlao mdntei, c t he u. S. mi ght have cal cul
reinvigorate its relationship with the EU, whi c
administration. I't i s possible to argue that the
frustrate ithemavelpmaposed by Russia based on t
would intervene militarily in Ukraine. One woul ¢
this and should open space for di pl omacy, but
di pl omacy anwaypafvoerd nmiihleit ary i ntervention.

| therefore argue that the war in Ukraine shoul
been avoided by a meaningful pressure to be appl
been done in 2008 by Ger ntanniyt eadn dStFartaensc.e ,S uargeal iyn stt
administration is also responsible for this war
armed conflict, which Russians call ed it as “spe
fufledged actual weaxr h. a uRsuts sa lal dpods sniobti | i ti es of d
turned to military option. Russia could skilful

relaunching a revised version of the proposal s
NATO.

I't appeardeds hla¢acdéeéd fsor a war that would cost
Ukrainians who suffered the most and the Russi al
became displaced people and so many people fl e
human resourndes.t hkelrle iim a coll ective responsi bi
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6. Some steps to realign powers

While the United States set about renewing its
China to strengthen its ties. The UnbtredgStates
European powers on board to counter the possibi
Chi na, because without European support, t he Un
al one. Antony Blinken told Congress during his
appointment of the Secretary of State that altho
of innovation, the United States was competiti v
could reproduce its technological sumpielritoanyy, W
technol ogy seems to be problematic. I'n the first
started to define the parameters of a policy o
Il ndeed, Ukraine was a test <casei dalt hsttroe mgeteh Rarsd
see how the European powers would behave. So f al
US, although France was not so happy with the ALl
and United Kingdom governments thaubmahreyneexcl u
construction aggse@emene waya httis therefore dou
could maintain the power bloc it created with t
Germany did not challenge the US podi@grmdncoer (
government that Ger matng/r muernerbgy akupgpglsy Ipalgi cy o
Russian gas. How Ger man industrialists read and
run might determine Germany's stancg, iint tihse tchoem
British governments that have vigorously suppor:t
trend may continue. |t can be said that the US
position in Western Europe, but it stildl seems f
Russi asdasowdht to i mprove its relations with C
border issues with China, which it accelerated
positive resultfRusdihan ma¢mgi ohisnowere resolved.
regi comalperation through the Shanghai Cooperatioc
Coll ective Security Treaty Organization (CSTO).
Kazakhstan, the Putin government demonstrated it
the QT ®rotect and stabilize the Kazakh | eader s|

expressed -Rossihan Sjioaiont stat ement at the openirt
Games in Febrwuary 2022. Putin's visit &apbyBeijing
2022 (Joint Statement 2022). For the first ti me,
Crimea issue, whil e Russia declared its continu
Al though Russia and China did not 9euepasg¢oanhnew
statement that put the United Nations at the ce

actor s, rejected the hierarchical super4dority of
China cooperation on many i ssues. mwbel ef Rdaudila
cooperation with China, the Chinese | eadership ¢
sl ow but steady solidarity between the two power
cooperation, such as ener gy apnldo ntartaincs pionrittaitai toinv, e
peace proposal was also supported by the Putin
relationship between China and Russia can be e
guestion if they want to expand and consolidate
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However, Puti#hevelewensti thitgogh Pyongyang seems to

transformation of the bilateral strategic relat
China indicated its displeasurNorwiht hKiolfietaiamnys si
cooperation agreement. It can also be assumed th
may have been apathetic towards Russia, as the KR
natural allies.

This does not mean thapetaei omgbéengebdn!| @hiemnal a
wi || soon be under mined, but it does give the i
some | imits.

7. Concl usi on

The war I n Ukraine is the result of mul tiple
responsi bl e. 't will take many years to repair t
that could end the war. Conversely,ari tgrioswifnagi r t
in scale cannot be ignored.

Over the3@pageardg, Chi na, Russia and other <cou
Brazil, have emerged as contenders to American a

terms of production geaoomtdmy "T hfer & ngeevogprok ipriocvaild e s
means of examining how such a change has occurr e

have considerabl e |l everage t o der ai | t he traj
“geopolitical economy” frrameswvow&r, Oane o¢owenmdtuld at
case of Ukraine.

Al though the “geopolitical economy” framewor Kk
country can change its place in the internati on:
for eradicati ngmeisnedoqcuadndyi mterdoaati onat |l evel s
i mperiali st order . “Mul tipolarity?” i's an outcon
capi ti arlpiegti al i st hi erarchical international or de
how to controlcorlee pbwreopeanmnwho benef it from the
small er powers support core EU countries.

Overall, it can be concluded that the “geopol it

the transformation of probl eimmp ersicaoltie satt e d a twh &
than offering a coherent alternative to the capi
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" MASTER OF YOUR COUNTRY'Y QUSSR 0OMMNTER C
DESTI NYd: CHALLENGI NG THE SHADOWS OF
DOCTRI NES

Srey@lsdudéhury

Abstract

This paper investigates into the ideals of Chi ne
t hat enables the people thfeiPRCotumt bgcoviné chhe e
opposition to the western ideals of 06Meaedtper of
book writer, Napol eon Hill whose majorly popul at
of sensatilmmahoaledpnt hhmatgi ng vague ideals of thou
capitalistic approach of Napoleon Hill in the bc
reduces human | ife to a rudi ment arpyotgeonatli aolfi tgye tot
the human struggles to its 1immediate pleasure
i ndividual and collective emancipation of peopl
together in taking comiyli mlg @awnereqtuh ¢eiab| gove®rch &n ¢
and everyone equal rights, in real terms making

anything to fate.

l.Introducti on

I n a capitalist mode of production, people are
and i n communi st mode of producti on, the means
workers, the people themsel ves, hence they get |
When understanding history, it is important to k
to | ove the past, neither to emancipate from t
understand the past to decipher theMpsesendbf Wt
your country” and comparing it with the western
professed by Napoleon Hill, “The Master of your
opposing drives professed in thresabdwto Howfrpeemlt
can have power over their own country and thus ¢
inciting the idea of how an individual shoul d

destiny.

2. Background

Hi story is a protcleessevdlaut ioobnseafvebBuman ci vilii
material i sm, posited by philosopher Kar | Mar x
determines that

[
hi ry of human society which i
s reflected thr od

e

sto

gh htelse icntasrsreesl|. atTihen cl ass di s
e

[

related to the mod of production. And social an
the various institutions and establishments cont
t he modeuotfi @m oadnd i ncreasingly detach themsel ve

62 Renmin University. Contact: Phone +91 9740465755, @nail: Choudhury.sreyashi@gmail.com
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of how the economy functions, which is based on
masses, the working class are the basis upon whi
Napol eondedda,|] | “ Bhd Master of your ownheFlapte,” is
book ever written, “Think and Grow Rich,"” ori gir
series of sensationalized books promoting the ic
sole fdorn vevery individual is to grow rich. The
country” refuses to chase treasure troves, on t
each and every citizen of the country, riendi vi dua
mar ked by equality, mutual assistance, solidarit

3. Statement of the problem

What is to be understood by t
come into being? How does it d
destiny?

he term Master of
i ffeyofiromwhhe wi

Advent of the term oMaster of your own country

I f we | ook at the word “Democracy” now paraded
by |l eaders across the globe, is derived from two
whi ch meansd keoploes awhi ch transl ates to rule, th
the peopl e”

To ascertain such a rul e, Western societies h
i ndi vi d lead a country. Mor et lod t en t h:
peopl e g the country. Class plays a me
i ntrodu erences in power of each indivi
Whil e t al idea of democracdueaevatso ttohe epr
vari ous scabkkedvdemoor ddhy efo the west r
financi al l'ling factors, which is under st
democracy,” the rule only refl eoctthse rtsh.e Ecloencttriooln so
a key component of Western Democracy. Campaigns
much coveted seats in the parliament dominated I
power dominate the politics deeer Buni ndret the st ot
Chinese democracy refuses to conform to this i de
The beginning of the twentieth century saw dem
peomaet er”. This was the main idea behind " peoj
n Chsoesety that came into being after a centu
y people sparing their bl ood and sweat for the
ndeed become masters of their own country, co
ependipog destiny neither chasing the false dre
dea of Chinese politics thus focused "to serve

Hi story

For Chinese democracy, this idea correlated di
i ntlcdentury BEE&clwhiedh that "the most valuable are
“comes the state,” but | ast comes “the ruler?”.
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Contradictions in History

I nterestingly the wusage of the term master
especially inviltamd tthoatp elogpd esuriwvi vaed t he brut al

wherein the majority suffered wuni maginable oppr
introduced a new soci al order that spoke of equ:
to the col loefcttihvee tpisnyecsheand hel ped mobilize peop
of taking the power of their own country, coll ec

4. Anal ysi s

How the Chinese Revolution made way for the pe

Since its founedaG@dmmuninstl 9Ralr,t vt hof China took 1
devel oping a “New China” built upon the ideals
the country. The Chinese history is one of the ¢
|l ongest hi swmoarides Decltamred in the constitution o
precedence proclaiming that the Chinese peopl e
devel oped the *‘magnificent culture’” driven by tF
The feudal rgroa dsu aolfl yChlionsat i ts grip after 1840
col oni dlejudsad minati on. This extended period of t
formidable struggles, wave upon wave, towards

it

tt
independemswome | bbteralkti on of peopl e torwaumnddked he goc
peoglesmtri c damowmpmpoysed -hoodsheoff abser geoi si e de

formed in the int e+tehsatt oefn stuhree sr utlhien gc oclllaescst i ve f
all statures.

The ideal that people become the master of the
by the Chinese revolutionari es, since | ong, t o
bel onging equally to the people. The tuigrhetl ess f i
after the formation of a new society that woul d
masters of t heir country. Post the foundation
struggle and sacrifice of the CBEC ChifmiandIPIRC)bui

Twentieth century saw tumultuous historical ad

revolution of 191den,)] eWdhibyh Dwas Salml &ato abol i sh
and founded the Republic of Chi nfaai I[Hodvetveerac d dimap
the historic mission of the people of China to c

feudalism altogether.
To understand the nature of the Chinese revol
perspective and decipbepebpweitoeembdbhedpate int

masters of their own country we have to probe i
that has been presented noting the particular ch
W. Esherick 2009) .

The hesed on the Chinese Revolution

|l . The rule of Guomindang was as much the precu
Revolution.

Looking at the journalistic publications aroun:c
woul f conceive t hfet eremaatittutofona alsi faemm @and death s
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fascist Guomindang and the socialist Chinese Col
t hat both of these contenders painted each othe
perspective ofe rtiowadmdier sWweanhdavhi story through it
the two opposing forces. And to understand that
unity of these opposites. Whil e painting the G
critiqgue ofprtolge elsesfi tviesti deras, one cannot ignore t
of Guomindang into the movements | ed by CCP. The
it doesn’t take into account the continuities |
successor WhetC@BRkes the people and their zeal f
depend on the ideals of CCP, it does indeed have
directives of Guomindang. Whi ch means that t he
shapgdbbth of these factors and their interrela
emotion that associates withobeiwegcahpromabBgror e

how Guomindang served both as a precursor as
Revolution.

Il 1 The revolution was not an idealistic o61liber
domination (of the few) by another form of domir

The western way of |l ooking at revoluthgn comes
to the history of French revolution, which assoc
sees revolution as a process to bring |iberatior
what it fails to take into aclciominnat es tthtae damher @
regime of the imperialist domination to give ri:
of majority of the people. The Chinese revol ut|

against t he exploitation tthregi rsulfdredledr dat wthh d
emanci pating women against the shackles of patr.i

ruling hegemony wil|l |l i berate the dominated but
wi || eventually be capteseéeéxberanet hgrsgmbobbprob
the majority of the peopl e, if the people do no!
their own hands and become the master of their ¢

Il l Mao's <creative adaptation anwichi-thBubesdof M
Sinificationd propaganda and despite it all it
enin and Stalinds Soviet model on the Chinese F
A revolution is an assertion of the. aWeacoy of
antbmmuni st t heori es eantdheep r @lpiamgeasned aRev ol uti on t
product ofli MesteWw conspiracy, it becomes the r e\
to reclaim their agency and secure their positio
puppets of soviet ortiChs . neMa&o cHendnamdg'ss @reati ve

0
L

Mar xi sm and influences of Soviet revolution is 1
realizing the Chinese revolution but that woul d
support by the peotplthevhmoehl alethsr nmfict tt chre rbecomi ng
the masters of their own country and not |l eavin
feudal power s.

|l VThe historical triumph of the CCP resulted o
I niti &lolmmutnhest strength was indeed fragile and

could only gather around 20,000 and was able t
Surrounded by mor e t han 300, 000 Guomindang anoc
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sonabl e ttohé magd na&r mhacoul d have been easily
the Communists' spring 1936 truce made with
y's December kidnapmpepkng Thfe GhioammgdKag coul d
ht ened t hetierr agtreidp tahned Roebdl iAr my . I'n light of t
triumph of people with the | eadership of CCEF
rring in history which made way for the PRC,
r

r
f
a
t
t
0
t own dewcwotmi wgamndhe master of their future.

®©® 0 0Q 3 =" 9

e
0
r
[

h
ccu
hei

V.The Chinese revolution was a product of an a:¢
that accel erat eddoTthhee ghlioshbtaolr idceaplr epsrsoicoens saelsongsi de
became major factors

Tk Japanese chall-emgl awmdChhanMakKahuri an I ncid
Chianghk&i’s ineffective measures to defend the
from the grasping aggression of Japan was a me
goverhméepraving it wide open to crude and constar
al | strat a, everywher e, and despite the censors
resulted in the coll aboration between the Northe
Commui sts in favour of peoples’ cause which in |
for the kidnappstshgkoédan@€hit hegshsequent formati on
people against Japan. This made way foe everyon
and not | eave it to the weak ruler nor to the J
worl d was facing such a grave economic depressi

[

-
Q

ur es.

VI The revolution was not made ianevisttallee almyd tsloe
rat her they forced significant constraints over

Comparati ve anal ysi s of China's |l argely agr at
economy in conjunction withb&€hi geciesiSo,ciang¢g’  she
centralized bureaucracy indeed play in the hand:
experience. But one has to take into account th
state relied on the absednocnee safi ca amawd rofrweli gmi. v arl
elites of China | acked both judicial and militar
by the tradition of ©partible inheritance hence
central authority oecamparedttox rtanheicr cbbwrnaper part s
of Japan.

VI The subjective factors to the revolutionds s
nobl e ethics

The grave sacrifices, d edardil we rd ed emmii tnmad i tos so f ae
evecCcymmuni st revolutionary pl ayed a major rol e
revolution and forming a country that was maste

the 1imperialists. These revolutionaries were th
di @ltec and they were both essential el ements for
the critical wvariants in shaping of the nature

society being ruled by people.
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VI IGCP became a rseofclieaclt icnogn smarnuyc ti nt er n al compl ex

Opposing the popul ar western beliefs, CCP was
serving the interest of the party core being obe
Center.

| XThe Chinese Revolution is a process

To fa nai ddl e ground between two extremes of de:
revolution being an inevit eaebcloenopmi ¢d wdtr uacft uCteisn e
analytically defeatist standpoint of revolution:¢
ma ked phenomenon of hi story needs to be concei
evolution guided by historical materialism and t
the peopl e.

X. The holistic history of modergny hfi nrae vcoa nuntoito n

When investigating into the origins as wel/l as
has to avoid the allures of drawing simple conc

modern China solely on its hegemohveonfthae &bdin
Modern Chinese history becomes dominated solely
becomes distorted by a teleology of the revoluti
One has to remember that 't hetotraisckalatf ohuanndda tiiso ntso
a | egendary soci al and political transformati or
peopl e.

5. Founding of PRC Making People the O06Master of

After a prolonged period of arddows hetr d@gimal
tactics, finally in 1949, PRC was formed by Chir

groups |l ed by the Communi st Party of China wit
Zedong. This nailed the final scoewngnitherabéeéf
alongside all other forms of oppr escsamint &lxiegm. se
This victory was won by the New Democratic Revol
to the Chinese Materi al Conditiohai mndhaevihi cphbowa
and ownership over their country making them the
mar ked the beginning of their journey. The quest
is ruled by the people thaerms anpgdeedleisa tepebtk
were questions galore, in terms of institutiona
guarantee of their rule and above al/l the assur
t h

[
the people as e ynasters of their countr
The vanguard of Chinese communists has played

able to |live up to the expectation of people in
collective future instrumented with syaditeems t ha
masters of their country. It was accomplished

working towards creating socialism as well as c
spheres of economy, society and poéeitChenesbat

characteristics. This particular socialist struc
state system working in the interest of peopl e's
and controlled by the workingeclfoassewhofand et te
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and who run the mode of production which is ess

of a country. The socialist
components of the working cl

system of state power which

system practiced b
avog ,k earsd atnhde it rh ea If lair &
The alliances of people for med

a system of peo

ipsa rsttyr uwootowree da to no nt hae

as political consultatiby shketbkbmadershgpyotonhe
Party of China. This very unique system with di
regional ethnic autonomy, -bevelgbvebhmamneaml ess c

6. Learning: The foundati on obpdhei'nd rtoh e faosr mahtei on

of the country

During the 1940, Mao Zedong

e gavaelepn himnal ysis of the

ntelligentsia” as wel/l as

as the government al Sstructures
China “with the proletariat,k”

Mao Zedong' abauwtoutghe sfut ur e

reflection of the wild!/l of the
acknowl edged in the Common

i nterim constPietoptliedrs: RePphuebl i ¢

penned an article f

h possible state syst
future. The articlag pdrhter goyrsolteitsarb ealti,e ft hteh peas a
i
c

al
onstitute a formidable force
These secti ocansl ywielnie regses eanst it h e

the other fringi
basing upon whi ch

“basic component s’

that will shape
n plain terms the

formation of the s
people across the
Program of the CPPC(

of China” he cl

constitutiondemochet “@a” netwate or more accuratel
state.” According to Mao, “it carries out the p
concluded tdhebeotrlkedgbygltass,” and which wil!/ be
of workers and farmers,” such an alliance wil/l k
well as “all ethnic groups in China." Thus, the
of thes€hpaople becoming the masters of their n
taking control of their own destiny was establ is

China that dates back to thousands of years.

7. Findings: I ntrodetong BhrMfougnal which peopl e |
masters of their country is realized

Here is a case study of Me d a | of the Republic
smal | vill age <called Xigou, Tai hang Mountair
course of the people's congress system.- The ear
yearnd girl with braids wrapped in bows while t
wrinkl ed yleoto khiepaglai®h@ deputy 13th NPC held in
service is so long that she i called a “living
how people indeed became the masters of their ov

8. Concl usi ons

n conclusi on, l ooking into

I
the masters of their country
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1T The maud rt tiy cooperation system and politica
supervision of CPC.

T The regional ethnic autonomy system

T Communligagwelgovelrmance system

Using such dynamic institutiiodreall st ocaonlds fgouind edda
| eadership of the Communist Party of China, the
remain coveted but also their tangibility rests
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wiLL VI DEO GAME CULTURE BECOME CHI NAG
POWER CHANNEL?

AntonfaRHd Zhoné§gxin Sun

Abstract

The video game i nduisnfrlyuersceo,needpheadi alsl y atrgwarn d
Such an industry can be a powerful soft power t
from around the world around one topic in the on
Chisoreading soft power through video games i s
especially with the rise of video game devel opme
positive public redaptgiecn pyumezeipmudp Ohledes ec amsmd ¥ o
creations, Genshin I mpact, i s popul ar and prai s
famous | andmarks, traditions, architecture, musi
paper, it has been efacsuimdg)l yhptosi heve peraespiincn
pl ayers of Genshin Impact after they played the
experience.

1.1l ntroduction

China’'s projection of soft power through phys
i nterest l oans to other countries, funding i nf
educational programmes around the globe, has bee
While these methods have often been <crsiticised
coercing countries into debt traps or spreading
remains too early, and there is a | ack of evi der
motives of the Chinese Communi st Papobwe( CCP) o]
(Bl anchard and Lu 2012). However, one aspect th
China's projection of soft power towards youngEe

game cul ture.
The 2023 Essential Facts reporpl dyvunidded agambdéds

totalling around 216 million weekduypampilmyes s. F
agreement on the significance of video games i
respondent s claiming t hat vi deo ganmeasr ear e be
Associati on, 2023). As such, video games can pr
shaping a country’'s I|ikeability and perception.
video game culture targets youngerrattieenoayg, t
term of Chinese soft power. Those exposed to a

ire CatholamtuenReh@ @sraaicle.c Cmnt act:
on Ussiwvehendyainl@omdmct :

88Ecol e Seconda
64Carnegi e Mell
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age may develop a stronger affinity for it, wher

of adults who have already Inhvedamucbnefotuhsei del
own cul ture. I n the |l ong run, those faithful to
future generations. For a recently developed col
a widespread popul ar gptreeges,nctehiosn itsh ec rwiotril oda | t o
becoming a future hegemon. Therefore, studying
game culture offers a valuable new perspective i

This article willllowi mfgolndaninrert:hea tf wi | | begin wi
to video game cul ture, then explore China’s rol
study of Genshin Impact. The article wild!l al so
| mpact and aafn hmvwaliytss scharacteristics contribut
more appealing. Furthermore, in order to assess
and identity can influence young audiences’ per
researcyh isnwrevset i gating how respondent s’ vi ews of
pl aying Genshin I mpact, alongside interviews wit

2. What is soft power?

Joseph Nye's definition of soft powesofs$s widel
power politics resembles, which is a country’s ¢
i mage and attraction. To quote Joseph Nye himsel
to get what you want through attrddtiaocn sreat Herom
the attractiveness of a country’s culture, polit

Soft power contrasts with hard power, which is
originally introduced the concaptupiom tiheilnathe sl¢
book Bound to Lead: The Changing Nature of Amer
soft power is the ability to shape the preferenc
A defining feature of =sofr;cpwwercurrr drmay dft d cf
includes <culture, political val ues, and foreigl
power to promote their values and increase their
cul tur al di pl omacy, i naerdnetxichhmanlge §r aahcada sen mar
reputation abroad. This is to say, vi deo game
power, as it does not involve coercion or any f
aspects of a country’ 9§90l ture and values (Nye 1
3. Defining video game culture and links to sof:
Video game culture refers to video games devel
many players and buyers worl dwide. These video
people are abadattetandoecnomnmameércate with each other ¢
require an internet connection in order to pla
devel oped by private game devel opers i n t heir
coll aborations are also possi bl e.

Video game culture is also shaped by internet
through forums or soci al media platfor ms. These
crucial to soft power, as users from different p
about the video game and its parent country. It
and sources from the country of devel opment , as
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forums and websites, such as Biliba ldulithurCéhi man s
bring users from around the world together to d
potent source of soft power.

4. Chinads influence in the video game industry

Lately, there have been many games tthet wer e
Chinese compani es, such as Genshin I mpact, Ar en
which have achieved i mmense gl obal outreach. I n
nearly 3.8 billion USD by the grarofl az2nduzeh, rmalei r
of any video game, which demonstrates the sign
culture (Guangming Daily, 2023).

I n addition to the many games developed in Chi
that exert a huge influenmnacdr oo mpheygdmi MTe nwaemltd.
the worl dgsohsigmgsmul ti media company. Tencent (
Tencent, fully or partially owns many video game
| argest video game vendor globally.

5. Genshin adamdaChi nese Cul tur al l dentity

Genshin | mpagltayiisnga graonee devel oped by HoYover s
mi HoYo). mi HoYo is a Chinese video game devel opn
in Shanghai, China. The company o@lntartieess gl wibtah
bases of operations in Montreal, Los Angel es, T

mi HoYo’' s most popul ar <creation,-sGghetvopled mpact
environment abnads eadn baactttiloen system ushagaetementa
switching.-t#@tl aysgamérmeneti sed through gacha g:
regularly expanded througllmspatvd tes mouweilng t he ge¢
I

Genshin I mpact takes place in the fantasy wor
of iwhh is tied to a different element and rul ed
Traveller, an interstellar adventurer who, at t
twin sibling after the two | and i Beywat. thhker
nations of Teyvat in search of the |l ost sibling,
the way, the two befriend myriad individuals, be
and begin to unravel the mysteries of the | and.

I n the dgédme true shining point of Chinese cul't
which is based on China itself. The region has
perfectly representing the idealised traditione
| mpactl rhnemssdya been recognised by the Chinese Mini
“promoting the inheritance and devel opment of €
carrying out the protection of intangi ble cul't
transfoonr noaft iexi sting cultur al resources, and pr
(Osha 2024) .

6. Gener al perception of Genshin | mpact

Upon release, the public reception of Genshin
many critics pointepg ofbt abhme ghmesodsi nod al w
publicly, Genshin I mpact stil/l managed to reach
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game’ s constant updat es, coll aborations with po
campaigns, mi Ho Yoames viemd-uae ggsdegame publisher or
stage, according to Sensor Tower dat a. As of 2 C
around 1.85 billion USD (South China Morning Pos
Wh a't al so made this game uni qudemtaist yi.t sOncllienaer
communities are divided on the game’s cultural

communities view the hybrid cultural el ements as
cul tur al exchanges. They apprecgialt eac¢cdhtehedtliemdi @
narratives, seeing it as a form of cul tur al i n
appeal and understanding of Chinese culture. Ho:
game dilutes traditional Chi nietsse ¢clud btaulr asl u cecl eesnse I
at the cost of a true and deep representation

el ements of Chinese culture in the game are supe
Japanese anime influences (@i thordelLideP@?2 ey, Rég
Genshin | mpact has increased media attention ar
culture overal!/l

7. Research method: Survey

I n order to better understand the extent of th
youth outside of China, a survey was created an
forums related to the game. The survey asked p.
Chinese culture before and after playing the ga
dat a, such as age, race, ethnicity, and the cur
to gener al information about the game, such as

in it, how often they play, and what aspects of
Afterwards, the survey included two key questi (
culture: one asked participants to rate their |
t he game, and the other asked for. aThreaste ntgwoa f t
questions are critical to the research, as they
the game has had a measurable impact on the | i ve
To conclude the survey, participandasr wemer eas Kk ec
about the Chinese |l anguage and culture, and if t
This is another important aspect of soft power,
is also an indicator of its |ikeability.

8. Resultleodurvey

From the 47 responses to the survey, 53. 2 perce
42.6 percent as female. Further mor e, 89.4 perce
whereas 10.6 percent I|live in mapeteaeedt CAreaundodeé

the age of 13, 27175 ,per3cedntpearcedd g ad el aperdc €rbt
aged222 and 10.6 percent are older than 25.
I n terms of how respondents discovered Genshin

game t hrenudgsh, f38. 3 percent through soci al medi a
other means, such as internet browsers. Regardi
respondents reported playing many times a day, 2
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a couplienesf a week, 4.3 percent play weekly, and
not played in a while.

Fi guHewlwas your perception of Chinese culture
(knowl edge, Ilikeability)
47 responses
15
10
6 (12.8%)
5(10.6%)

2 (4.3%) 4
0(0%)  0(0%) (8.5%)

1 2 3 4 5 6 7 8 9 10

Fi guHew2 was your percewplttiwme odf tChri nelsaeyi ng Gen:
47 responses

20

9(19.1%)
7(14.9%)

1(2.1%) 1(2.1%) 2(4.3%)
0 (0%) 0 (0%)
p —
1 2 3 4 5 6 7 8 9 10

Based on the observations in Figures 1 and 2,
| mpact, more respondents distributed themsel ves
regarding the | i keabiel i (Theofdi Cliiemesneeculs quite
that the game has created a substantial i mpact
promising, 89.4 percent of users said they are

| anguage andnculmpurssiared 98. 6 percent of users ¢
China if they have the opportunity in the future
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Figuldé ¥ou had the opportunity, would you I|ike

47 responses

® Yes
® No
Figuné Hpossible, would you I|Iike to | earn about
47 responses
® Yes
® No
89.4%
9. Landscaping and game design
Tourism and | andscaping can emda@anbg malcionqtiy
culture, political valwues, and foreign policies
Features such as touri st destinati ons, Il andmar k
empat hy and understanding towarsde mplae hgestinnatuirc
increase the Ilikeability of a country. However,
has the opportunity to experience what many cou
the need to take flightdscaghemgedondetopriosmmtt hgo

games can have a similar effect.
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Genshin | mpact features scenery that -has rece
designed to fit the setting based on where the p

sense ef si onm. For exampl e, in the region of Mo
Germanic culture, the | andscape is filled with |
More pertinent to Chinese soft power is the wa
region basédndbnChinese culture, is designed. L
features that closely resemble those of Chi na,

mountai ns. Further more, many | ocations in the g:
in Chkampl €s of these include Huaguang Stone Fo
Qingce Village and the Honghe Hani Terraces, L u
Yaoguang Shoal and El ephant Trunk Hill, and Mt.

FiguMensstadt Cityscape [ | mage]

G

-

Sour c@enshin | mpact Wi ki . Retrieved psMady geBB8hi n:
i mpact.fandom. com/ wi ki / Mondstadt

Figure 6 shows the Heagygdwangd nStthree glhomee sthowever

is based dn fehehrnegjiajie National Par k. mi Ho"
partnership with the national park in hopes of
mi HoYo al so has a part nearnsohtihpe rwistche nHuwa nagtltornagct i o
purpose of promoting touri sm. I n the game, this
is shown below in figure 7.
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FiguHeaa®uang Stone Forest [ |l mage]

f;;.q"'*

4 &

Sourc@enshin | mpact Wi ki . Retromved psMady geBB8hi n:
i mpact.fandom. com/ wi ki/ Huaguang_Stone_Forest

Fi gulLehta Pool [ 1 mage]

G

= TAEEA C.7

SBch_éenshin | mpact Wi ki . Retrieved psMady geB88hi n:
i mpact.fandom. com/ wi ki/ Luhua_ Pool
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Al of these geographical  andmar kwaynwsvena not

which players perceive Chinese culyewrdda. bPyr ins
from Toront o, Canada, said the following when a
chance to visit China: “... | woubhdkdetfhattehgre
ar e, l'i ke the Great Wall, and whatnot."”

I n addition to the stunning resemblances that
visible values that refl ect China’'s national pr

main city oft hereeacemdming tirsade centre of the en
mirrors Chtienram sa nbointgi on of becoming a prominent
partner.

There are many reasons why good | andscaping i s
proj ectsitdny., Hiure to the-woes$emixloaamderparteal many
pl ayers are drawn to the country and develop a
Google Play Store, there ar e onTuhnee rl caunsd spcraapiesse sa ntdr

of ame gre breathtaking andd47he, nmunsd co Tihse sveorslad i
and the best part is they add on to the world e
makes the cutscemMells8)so beautifuldé (2024

10Musi c

Music is another el ement t hat enhances i mmers
background music has become so popular that ther
Hoyomi x, dedicatedgdame tshceumdcktlreaacskes .ofAd nof Januar
ha 344,000 subscribers. In terms of soft power,
of people abroad, as YouTube is banned in China.
concert in Los Angeles, USA, with a maxi mum capsé
The-giameoundtracks are also extremely well ma d e
of the different areas in the Liyue region. Ma n
traditional Chinese instruments, as well as incoc
musgenres. As a result, the music in Genshin I m
from its player base. For example, the song “Re:
soundtrack, has over 5.4 million views eas of Feb
Music plays a major role in increasing a count
to engage with and appreciate traditional Chin
successful soft power attraction. At present,

soundtracks have been widely praised.

l11Character design

I n Genshin | mpact, arfid eof atsipecmestofsdailghtgame i
themselves. There is often a |l ot of anticipatior
and gamapg!| ayn,e Whing that many players al so expec
Many Lbh ysueed <characters (the region based on Ch
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traditional Chinese CLEiguwan8Jin, in il e, t he
f emal e charact_er Yun J chinese oper a attrformer
who wears a Chinese op vel | as
a |l ong, puffy purple ¢ t hat she
performs is also basect Chinese
opera, whidhiihstheatgam

ifyame opera performanc ch
praise from the player mment s
section of the officisae v include

“Props to them for hiri
and sticking withstlRein B
t i s( 2004RA) User @ci el _v
“This song is so beau
mont hs, coming to |ist
ey'es( 04@F)@ankuj gF&o2mM vy o
comment] section

opera s

al | t he
ears to

l12Lantern rite
SouK§elAYKK S G S P 2 dzi
BrorAl KaNct LWevalowoll
O(The opera perfor.i

Around the time of ev
t here igsaman eivient cal l

ear ,

Rit e, whi ch iSieBSGﬁti'professional oper a _
New Year for t he game e w e ey . his
event, pl ayers are rewar dgeadmewictuhr rae nlcayr, g enaskmauwgn ti
the mostafstcewrghetvents in the game. The game’s aes
festival; trnh eb eLd oyniees reewgeemo mor e reminiscent of C

| anterns being added to enhance the atmosphere.

FiguGen%hin-Lamptaetn Rite

. Dk '\\ L
s o [ B
Y . "ew
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Due t o t he architecture, pl ayers intui tively
Further moarege merey eref erences to Chinese-New Year

relategamsaiithat occur during the event. For in
centred around a new charact erminnagne,d aGaym unngg (npal
character vehso isipedcriaagiloins danci ng. Dragon dancing
performed during Chinese New Year, making Gamin
closely intertwined with Chinese culture.

The |l antern rite, being a refereuwmale cteol ebhreatliaanmn
for China, has an incredible impact on how peopl
sectioprofmot henal video fshowbeh@@2huthnotranrihn
has on ®Asspdr: Asi an, the scene about Gaming and
family. I haven't seen them for years but I t h

everytseré @shir a9dl@PdPNA4 ot (2024 he community expe
rewards for enjoying the game enough to spend mo
me playing. They are the greatest gifts because
and dwoonus; they hit honrdeseanddwaadrbrh e@dbBkltegar(t20D.24

youtube comment section

To further demonstrate theumdmthati os apauked@h

game, the following is the response from interyv
i mpact has made the game more I|ikeable for him:
when | play, however thingealikenibe hangeowingt
household who doesn’t <celebrate Chinese new yea
makes me want to experience it in real i fe.?”

l12Concl usi ons

Though traditional met hods of soft-i popaweest sucl
| oans, and foreign aid, have been extensively ¢
met hods such as video game culture have not recce
modern methods are becoming itnatay alsfi vnegd dyionraerlye v a |

citizens, and they are potent tools for spreadir
This paper examines a dimension of soft power
scholarly Iliterature: soft power throumgéh video
culture is, of fers various exampl es, and provic
extremely popnalder gQ&Ghrienetsheat has reached a gl obal
al so demonstrates the importance of cultural |l a
how even virtual touri st destinations i n games
Throughout this paper, v agrai moeu sc hoabr saecrtveartiisotnisc so fo f
| mpact, such as the | andscape, architeetduyr e, mu
showing how they contribute to boosting China’s
supported by survey results and an interview.

However, there are many questions that stildl n
games devel oped icn Chhimaesmayoadtf power , and whet
perception caused by games | i ke Genshin I mpact

true progress. Li kewi se, a change in perceptior
harder to measure,tamgi blvershi fmes imorepi ni on may
I n the meanti me, more analysis can be conductec
through which soft power i's spread. For i nstanc
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vioggers who presenChianepsoesictuilvieuriema gseuconf as Li z
contributed to the popularity of Chinese soft |

China, such as The Wandering Earth 2, have al so
countries and menchoder PAl 1 oromis tdhfesgoft power hav
examined in academic research.

Wh at i s certain, however, i s t hat video game
i mportant, and further study of it can help to

conceptpowWwersodds a whol e.
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READI NG CAPI TAL VI SUALLY
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MARX06S CAPI TAL, VI SUALLY EXPLAI NI

Wol fgandg® Homol a

Abstract

Fitdtme readers of Capital can find it someti mes
our in chapter 1 of Capital Vol .1. The foll owing
group in Viesehuyuyl mighunterstand these concepts b
l.Introducti on

l's it possible to visu@apiwteaNMat keshmbpnotonaoép!
illustrations, etc. in orde¢i meormaklerist? MHawve n@gc o
as a graphic designer (and typeface designer) be
show approaches t hfadr la hMarex dreevaed iorpgedgr oup. |t i
understand the concepCaspitthatt Marmudle vied ogpss e nt he
are so complicated, but rat her because they ar
concepts of neoctlhaastsihcaaVle epeomeotnriactsed i nto the | a
thinking. Graphic aids can help to bétter grasp
Mar x built on Adam Smith’s and David Ricardo’s
it significantly by analysing value in dialecti
of value is that the value of a commoodducye i s de
that commodity. So if it takes a baker 1 hour to
to make a shoe, then a shoe is worth eight ti me
exchanged for 8 bread roll s.

Marx’'s main criticdsmf ohi g hei meowasmi shat t hey

bourgeoi s concepts of economics to be eternal
quantitative anal ysi s of val ue (even before 1
qualitéatiMerlxy)devoted manyimphigesqual thatsi veasanapl

655l ndependent resear cher Camd agatrnaglha @g meaisli .gcncem
66 This is, of course, not the first attempt to explain economic theories visually. For those interested
in theoretical considerations of visual representation and in historic examples of some of the
previous efforts, see: Neurath and Kinross (2009), Neurath(2024), Tufte (2001), Tufte (1997), Battle
Baptist et al. (2018)

67 | t is one of the chief failings of classical econo
analysis of commodities, and in particular of their value, in discovering the form of val ue which in
fact turns value into exchange value. Even its best representatives, Adam Smith and Ricardo treat
the form of value as something of indifference, something external to the nature of the commaodity
itself. The explanation for this is not simply t hat their attention is entirely absorbed by the analysis
of the magnitude of value. It lies deeper. The value-form of the product of labour is the most
abstract, but also the most universal form of the bourgeois mode of production; by that fact it
stamps the bourgeois mode of production as a particular kind of social production of a historical
and transitory character. If then we make the mistake of treating it as the eternal natural form of
social production, we necessarily overlook the specificity of the value-form, and consequently of
the commodity -form together with its further developments, the money form, the capital form,
etc.” (Marx 1990: 174)
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value and exchange value (and the relationship
valwie) t he f i rGatpi(cihasl pwhircloft he analysis of the f
an important pl ace) . Hteh er eipremad retdd ryc eettfpdhnads h is® d a n
i ndeed many misunderstandings can be traced bac
relationships). udeciwvabdauegdonicemgamdahower t hese ar ¢
related toeo-isaanlkedetldeerAndo i mnderdst and and grasp

properly, we must al socomdnmetdandbasltdwerctohaépus of
Humans have always depended on their metabol i s
objects. I n a s utbhse ys t pmimwabtu ceechoenywtmyée s d @d:oduct i on
consumption and prodlCotmmordi 6fy psedwvat uen is dif
peoplre@duce what they dondt need i n draderr atzoy ,e x c
ups-ddemna®of doi ng ytohui nchd nkibfabout @&t so all ows f ol
degree of productivity due to specialisation). (
exchange (or sal e) and a production of exchanig
production of vateuexphastsednadnéycthange val ue;
expressed is whavtalNeer'mr chbemdoddhewad uwi | | see | a
and, commodity production is not only the produ
both value anedc awsse -wWadl wes,eofb some kind has to ac
value’' s] bearer” (Marx 1990: 295). (Capitalist

and thus the production of valwue and surplus val
of priodmucdanly begi nGapint alh aoale.rl 4 of

68Mar x conceded that these passages might be difficul
chapter, egecially the section that contains the analysis of commodities, will therefore present the

greatest difficulty” (Marx 1990: 89). He said that
superficial observer, the analysis of these forms seems to turnuponmi nuti ae” ( Marx 1990: 9
that regardless of this, most of them rush ahead quantitatively even before they have correctly

carried out the qualitative analysis, and thus the development of the correct terms and concepts:

“The wusual mo d e the fdrecige oppasite dfuthisenothing is seen in the valuerelation

but the proportion in which definite quantities of two sorts of commodity count as equal to each

other.” (Marx 1990: 140)

6 Labour , t hen, a-galuéshas useful labmur, @& ra coaditionwfshaman existence

which is independent of all forms of society; it is an eternal natural necessity which mediates the

met abolism between man and nat ur(Marx1260:d33)t her ef or e hume
70 This strange way of fulfilling t he need for use values only indirectly —i.e. via the diversions of

the production of value —leads (further down the road) to strange phenomena for which Marx

finds wvarious, often very expredswrwve tMams.1l1H®l:speak
“togauy vy world” (Marx 1998: 682), and of the “the a
(Marx 1990: Yaduethatofmasethe form of appearance of
1990: 148); he coins the term “f et634Mianchhepointesr t hese

—

out the “naive astoni shment” of the bourgeois economi
just ponderously described as a thing reappears as a social relation and, a moment later, having
been defined as a social relation,tease t hem once more as a thing” (Marx 1
71 n the third section of chapter 1 of Capital Vol.A,Mar x subjects “the form of val
val ue” ( MaBltodqdditétive abalysis (in the Penguin edition, the same section is called
“t he -foranjouexchange-val ue” ; s ee -EB)tkatid, I8 WvOrks out tBeGappropriate

terms to describe what exactly happens when value is realised as exchange value.
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2.Value, productivity and exchange value

As soon as the production of valwue appears, pr
| abour process that producesducad mmnedidairéaecatecerre akes t
| abiowrpr ardec easmlbuset,r acsti t| pbhowmuces (datn tthe same t i
procealddfd g. 1a) . In fig.1l we take a |l ook at “the
in commodities’”-1@Marxwhoebd: re3iLlts wusetkhal pepodu
andalTuleese two aspects or atrter inbuuttueasl |oyf etxhcel ucso nvme

realise the use value of a commodity, say of a I
commodi t y“bsy wellde ng it; but | cannot realise bo
exact, polar oppositeont iveuaneicen aansde“wagplpwe whi ch
in the nature of the commodity”™ (Marx 1990: 181)
time and that valwue is the time of (abstract) | a
commodi ty. Bwtf hdw mndhy the | abour ®i me that 1is
72 |In a letter to Frederick Engels (Marx 1987b: 407), Marx called his concep o f “folde t wo

character®profducvabdWel abour o n eCapitél;and hehweotelthatshe poi nt s”
“dual character” of both t hevauemamhegchangey al tpbssasdi nf§

|l abour, too, “is crwdi loltidiamlurecemoatmyndi ({dMar x 1990
“Mar x defines abstract | abour as the expenditure of h
its expenditure?” (Marx 1990: 128) , and he writes: “

physiologically, an expe nditure of human labour power, and in its character of identical abstract

human labour, it creates and forms the value of commodities. On the other hand, all labour is the

expenditure of human labour power in a special form and with a definite aim, and in this, its

character of concrete wuseful l abour , it produces use
Marx tend to confound abstract laboura qualitative concept, with socially necessary labowt to

conflate the two into a single concept; however, as | understand it, these are quite different

concepts, developed for different analytical purposes).

“0r, more correctly, I can realise the Toemmovandgeg’' s va
value cannot be anything other than the mode ofexpr essi on, t heande’'rm off appaematre
di stinguishable f Maxh99:127) wrAnhe&st Mias xcdnt-eatuées val ue
is “the necessary mode of expresManol®90:128y f or m of appe
“Marx writes that val-teme’s (Mangeabéd: |-@aBfwy and t ha
useful article, therefore, has value only because abstract human labour is objectified

[ vergegenstandlicht] or mat er i al i heedlbstanoe, and the ( Mar x 109
i mmanent measure of value.” (Marx 1990: 677)

76 S0, it is not possible for an individual producer to raise the value of his or her commodity just by

being more idle and unskilful (Marx 1990: 129) and thus less productive.—But how does the

mechanism that determines what is socially necessary work? A more detailed description would

go beyond the scope of this article, but here are a few hints. What is socially necessary is determined

on the one hand by the actual (solvent) demand for a commodity, and on the other hand by the

average productivity of the producers producing this commodity. So we would have to analyse

the quantity of commodities that “the market can sto
market valuevorks (Marx 1991: 279-286). (For the distinction between the individual valueand the

social valuef a commodity, see Marx 1990: 434f and Marx 1990: 530; and Marx 1991: 27286.) And

we would have to look at the average productivity of the producers, and analyse the differ ence

between the productionof value and surplus value and the appropriationof value and surplus value

through the price mechani sm. Mar x writes that “the ¢
among them in their mutual competition, are neverthele s s u n i t @-is the whole svorking
class as a whole” (Marx 1991: 300) , because they kno
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What happens if the producer doubles his or he
the relationshippbedwetetntwtpgmeumandof use values

given time iuctcaliltegd pPrmed val ue of the single
proportional to the productivity of its produc
production of wuse values, the value of the singl
the case? Bmeaameumntheofsatot al value is simply
number of c®mmodities.

Let’s now have a closer | ook at the value and
are related to each other (fig.2). nWadweeri stdhe
produce the commodity, and exchange value is wh
his or her commodity. And Marx also tells us tha
1990: 256f) We assume that we havedatywo whrooduc e
exchange their product s: a baker who produces 8
who produces one shoe per day. The value of the
Therefore the exchangeYyoafl uae sohtohee,h sahnbde e adekxohhn
value is 8 bread rolls (fig.2a).

Now we assume that the baker doubles his produc
per day (fig.2b). As we already saw above, in fi
t hat the euxec hoafngae lvrad &desof ool shalkl s praoall el to i
there is nothing surprising. However, i f we | oo
point of vi dv,e wveex csheaén gltele wiead lucee u b lheed wirtoldawtt i vi ty
(mad tthtues ofal herhasvhioneg) Amdnyedsee the same effect,
wor king i n t he ot her direction (fig. 2c), i f t

(compared to the initial situation im fheg. 2a).
increased productivity of his exchange partner,
doubl es without their value changing.

And finally, what are the effects if both doubl
their commowheresashaheegxchange value stays the
We see: The value of a commodity is dependent o
exchange value of a commodity is dependent on
partners 7ilmiglhwuednow seem t hat the value is abs
whereas the exchange value is uncertain Howeve

which forms the overall pool from which the individual capitalists draw —j u st -hddarain &

joint-st ock cemmamy” respective individual profits, “depe
|l abour as a whole by capital as a whole” (Marx 1991:
prices, see also Freeman and Carchedi: 1995 (especially chapters 1, 7 and.8)

7" The same | abour, therefore, performed for the s ame
amount of value, independently of anMaxl9%0:i139+i ons i n p
How crazy is that! The more one produces, the less is its value! Why would anyone then try to

push his or her own productivity? Because in reality there is not only one degree of productivity,

but there are different degrees of it, due to competitio n between the producers within the same

sector (from which Marx abstracts in Capital Vol.). The goal is now: to produce as many

commodities as possible (even if they have therefore individually less value) in order to sell them

at the (higher) average price—In this inverse relation between productivity and value we can

already detect the reason why capitalism is inherently prone to crisis.

Fjig.2 follows Mar x’' -seexcptliaonma ttiiotnlsed n“ Tthhee gwéant i t at i v e
relative formofval ue” . ( Ma+¥l46) 1990: 144
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producer: He or she knows how much | abour ti me

product, whcehraenagse tvhael uveex hi s or her commodities w
clear. He or she has competitors whose productiyv
The i ndi vi dual producer t hdr ef duooafl omibsy uekrnower
commodi ty,t ®ati aldrthv asl useoci al value of t he <c¢commo
determined practically, that is through exchang:t
val ue, only values that have already been produ:
consegqueanlcuee .ofVavl ue, in turn, is a conseguence o0
3. The form of wvalwue, or exchange value

However, this is by no means the end of the q
Mar x devotes the entire thirdheadtingn “afhech aptme
val ue, or ex®hangesvahatysmsomMavalheeami nes what
exactly —Jgqgappensati vedp shealkixmdrange between two
(fig. 3). The exchange is | ess beaemalt hteh aonwnweea airfe
commodi ty A, the shoemaker, exchanges her cCommo
B, the baker. Since commedbtiynptbdustibsehnstenne ¢
the production of use val ue, but dhamdea,e we at

experiencei avereoiion ae commodi ti es
value and value).

two polar ofy

The commodity producer A is only interested in
to get rid of; and in the,commodist yonsl hye iwanetrse stt
value (fig.3a and fig. 3b). The situation i s exeé¢
(fig.3c), and yet the two complement each other.

The I mportance of this i S of ten overl ooked
mi sunddi sgan further down the 1line), but Mar x n
i mportance of this peculiar inversion, as we can
expression of the commodity the question is st ocf
poi otus these peecevualliuaer ibteiceosme s* utshee f orm of appear
value” (Marx 1990: 148) ; and: “concrete | abour
opposite, abstract human | abour.” (Marx 1990: 1F¢

What does it | oeoyk ilnitkeer wehneens mom t he exchange pr
(fig.4)? The direct exchange of-stcagmemopmr dd ess:i sFin
the commodity is sold to obtain money,; then t
commodity. I n bagtah nsttdes swenesdasac principle (i
commodity in the relative form of wvalue rel ates
equivalent form) at work again. When selling the
in the wusthe athuwureeyofcommodity (gol d) acquired fo
money commodity is that it can be sold i mmediat
being in the form of direct exchangeability (ev
t her etfhoer euuse value of the money commodity is of
comes to getting rid of the money commodity, it
use value can | acquire with it (fig. mbme¥d?Thi s
How can we understand the money form? I n order

show the origifnorom, twe shaweetyo trace the devel op

79 See also footnote 1.
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of val ue cont ai-nedatiinont hcef vcadmmodi t ilemsosftr om it
i mperceptiabl e outl i Aeortno "t h(eMad axz z119i9m0g mo3mle)y

4. The genesis of the money form

Under the term ®“value formfarXorcommkcke pt+iuat mnses
somewhat strange, or evenawdwbisworxdh a&dbpee xv allowed @i s
reali sed. Marx introduced the following-four sul
form or -®satbhange ( Mar »(HBR990T:hel 38 mipfl e:, |l sol ated
Form of Value (Marx 1990: 139) ;Vallbue T(hMa rTxo t1a9 9 0o
154),; (c) The Gener al Form of Value (Marx 1990:
162) . Under these four subheadings he expl ains

(Marx 1990: 139) or “genesi s” (cManrex alb9o9uét:. 5MBa)r xc
presents a series of commodities whose product i
of (abstract) l abour ti me. Let us assume that e
produced in 8 hours: 1 shoe =ZaB bfegd5adl!l ThEs2e
by | atbioomer gqguanta is a practical but unconsci ous
aware of it.” (Marx 1990: 166f)

I f we now want to determine the (exchange) v
and i f we appdgyge twe HKkawevlacquired about how t
relates to the equivalent form of value (see fi
order to determine the (exchange) value of the
relati ve ufeo)r,m wef |voaolk at how many pieces of wuse
We therefore form a series of quantities of wuse
to the shoe (fig.5b).

What happens if we now | ook at theobtawmael seri es
and t he equi val ent form? I n order t o det er min
commodities for which a shoe is exchanged (i . e.
2 hammers or 1 gold bar), all theseofcomhacti tiines
order to be able to measure themselves in the q
We thus form a series of commodities in the rele&e
shoe (in terms of wvalue) and sto hwhirc he qtuh evsad emd ir
shoe is therefore in the equivalent form of wval
We stildl need three more steps: In a first ste
in the relative value form refer separately to
the next step, we replace the gold bar with the
val ue) #&Nfoiwg.tthee) .shoe is in the relative form of
80|n Capital Vol.1,Mar x uses the two terms “value form” and “ex

the heading of section 3 oformorexahangevallud 'wiitm tthe |l Rengut
edition (Marx 1990: 138); and in the International Publishers edition (Marx 1996: 57), the title is

called “the form of wvalue or exchange value”.

81n the International Publishers edition of Capital Vol.1(Marx 1996: 57ff), the four four subheadings

are titled: A. Elementary or Accidental Form of Value (Marx 1996: 58); B. Total or Expanded form

of value (Marx 1996: 73); C. The General form of value (Marx 1996: 75); D. The Money form (Marx

1996: 80).

82This leads us to an interesting question: Should we show one or three gold bars in fig.5e? (Strictly

speaking, the same question could already be asked for the number of shoes in fig.5d: Should we

show one shoe of three shoes?) Well, as long the value (ofthe commodities in the relative form of
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alent for m. I n the | ast stepvalwee |fedr mhreelca
e other direction to the equivalent form (¢
no substantive meaning); and we reduce the
e copy =each, which reduegai vtakemtmouot mos$
rdingly (fig.5f). Marx has thus explained t
) camed8Yi hhe diemmlge commodity form drsm..”. . th
X 1990: 163)

The commodity in theheqgenviadlkehe posimtieniaf tbe
of direct exchangeability (because al/l ot her <col
in the equivalent form, to which all/l ot her comnmn
equivalent, that :i sgaododcd)ely Aliln otuhrerc asemmodi ti es
buyer s, it requires the successful sal e, t he

commodi ti es. Money, on the other hand, i's 1T mmedi
Because the commodi bymi exphesgeqgsival ens f bodil
1996+0166)n its “natural —flhemial Maraf 18P00:t Ad8¢& «
that relate o it (i.e. of all the other commodi
commodity in then éehpwsi vadleuwna e f of its (phydiemal p
mi stakenly believe the table has value because

gold has value because it shines so beautiful I
attaches pteeuc¢t s oot hleabou as soon as they are
i S erefore inseparable from the p#WHiulce iiotn of
ue teédxapgr dppd ke i sal ue (but note that it is
e relative form eadndatl e tdatvalsuexpf etslse dc
e equivalent formobf chayasietd; see fig.3b), it
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When a producer doubles his or her productivity,
the value of the individual commodity is halved.
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Fig.2a What is the value and exchange value of each commodity?

N N
RSV aids

RO

Baker (working day: 8 h) Shoemaker (working day: 8 h)

Daily production: 8 bread rolls Daily production: 1 shoe

Value: 1 h perroll Value: 8 h per shoe

Exchange value: 1 roll = 1/8 shoe Exchange value: 1 shoe = 8 bread rolls

Fig.2b What happens if the baker doubles his productivity?

e abs
el

e
e

L
Daily production: 16 bread rolls Daily production: 1 shoe
Value: 1/2 h per bread roll Value: 8 h per shoe
Exchange value: 1 roll = 1/16 shoe Exchange value: 1 shoe = 16 bread rolls

Effect for the baker: With the change in value, the exchange value also changes

Fig.2¢ What happens if the shoemaker doubles her productivity? (compared to 2 a)

D 2 M N
RS 7 v &

v YW v — —
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PN N

Daily production: 8 bread rolls Daily production: 2 shoes
Value: 1 h perroll Value: 4 h per shoe

Exchange value: 1 roll = 1/4 shoe Exchange value: 1 shoe = 4 bread rolls

Effect for the baker: Although the value of his commodities remains the same, their exchange value changes

Fig.2d What happens if both the baker and the shoemaker double their productivity? (compared to 2 a)

™ D N N

R Y © @ =00 0o

) N

2R

N ~ W)

DU R N

) D), N

LR

Daily production: 16 bread rolls Daily production: 2 shoes
Value: 1/2 h per bread roll Value: 4 h per shoe
Exchange value: 1 roll = 1/8 shoe Exchange value: 1 shoe = 8 bread rolls

Effect for both: Although the value of his commodities changes, their exchange value remains the same
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Fig.3a

Use value g

Value Ol
Commodity producer A: Commodity producer B:
Shoemaker Baker
Fig.3b i
The equivalent form
(= the use value, the
quantities of which are
measured)
The relative form of value 9
(= the value that is to be o d
determined) u

The shoe maker determines the (exchange) value of her commoditiy (here: the shoe),
by measuring it in the quantity of use values of the commodity she acquires (here: the bread rolls).

Fig.3c

The equivalent form *
———

(= the use value, the
quantities of which are
measured)
9 NN 2Ty 27y The relative form of
- S S MY value (= the value that

SN ST ST 2T isto be determined)

The baker determines the (exchange) value of his commodity (here: the bread rolls),
by measuring it in the quantity of use values of the commodity he acquires (here: the shoe).
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Fig.4a Fig.4b

Step 1: The seller of the commodity (hammer) Step 2: When getting rid of the (money) commodity and
realises its value, but is only interested in realising its value, the buyer is only interested in quantity
the use value of the (money) commodity he of use values he or she can acquire (depending on the

or she acquires. value of both the money commodity and the commodity

that is being bought.).

Fig.5a
8h
N 2N, A M)
a — "-‘)' f‘d W "“ ) /\ /\ —
— I L L]
eee = /4
Fig.5b
5 AN, M) D
SO A "-s « fe)i "3 — /\ /\ —
LR— | ]
? RRRR /4
| - -~ _J
The relative form of value The equivalent form of value
Fig.5¢

L AN £

‘1"1 1"1' _——

—] - - R, | | o s | {
LR ' ’ o
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SN NS NS SO0
. J
"
The equivalent form of value The relative form of value
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Fig.5d

ads |

§ %

The equivalent form of value The relative form of value

Fig.5e ) i i i

)

The equivalent form of value The relative form of value

Fig.5f 9
r ) 1 bread roll exchanges for 1/8 gold bar
) / 1 hammer exchanges for 1/2 gold bar
‘ B :“' n é 1 shoe exchanges for 1 gold bar
The relative form of value money form of value
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PART VI

1 TAWAPEORUMEYNOTE
| NTERVENTI ONS
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BEYOND ECONOMI CS

Al an F¥® eeman

This article makes a controversial proposal: tF
and unreformable and should be aboNdérendi.c Thi s
framework for policy making.

As a first step, [ propose two measures. The f
set out a Code of Conduct for economi st s: crit

practitioners which wosulfdorb ehciornee, rperqounmorteinoemn,t pu
funding. At the centre of this Code should be th
step, which constitutes the topic of my second
need to compl et etlhye orreyc oonfsthrauwe tmarhkeet s wor k, free
of the subject known as economics.

These three proposals may seem contradictory,

First, what should be adamlmcsltiigftueald onMy maos wetr hé ssy
mad e upnls, Bgaover nment Treasury department s, I
Regul atory institutions, Think Tanks and Univer:
deciding which the policies can be imposed by
revolving dothebet Wodi es, through which profess
pass. I n consequence it has fallen prey to Reg
Freeman 2020) ; in the place of scientifically
doctrines:andcteprraposal s that incarnate the preju
and financial <c¢classes of the global North.

This monopoly should be broken, in order that
it democratically. To pamapfraset @osempowenant Et «
Econonililsdrsef oreeeds a code of conduct , just Il i ke
Heal t h, Accountancy, Law and so on. Government s
then be required tongease Efuheérngg appoeovwiontrac
compliant agencies engaged in teaching, researc
should di s meambelri aamth Economics Departments and r
and research to ot heirnessh ooNMasr xs sanh ANo 6 Bo sy , C
Economy, Accountancy, Law, Heal t h, Ecol ogy, or
conduct is required before this point is reache
exi sts, it should be ,r AAccloautnegda,ncjyystHead t &rr e aba\
Moreover, | even when the Institution has gone,
be regul ated.

You may find these ideas excessive. Consider
economi st George hDesMarettiical 02&1Y) demonstrated t
responsi ble for the deat h, in recent times, of
Therapy in Russia alone. Structur al Adj ust ment
the gl obal S cewrtah ,i sam ch anse oclriebat ed poverty | evels

since the 1930s.

85 Geopolitical Economy Research Group. E-mail contact: Alan.Freeman@umanitoba.ca
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DeMartino calls this ‘Econogenetic -Hhaaarmm, by a

caused by Doctors. Hi ppocrates’ famous injuncti
pri necifplr Heal th Practitioners. In contrast, the
even adopt a Code of Condeémntni(vVeREA az2z¥18) fumtei Ic oin
scrutiny to which economists are subjected wit|
Heal th Authorities, we are entitled to ask why
subject to at | east the same | evel of public scr

You may see my proposals as wutopian. Let me r
been taught as iancfeortmmad s8bJs.ctl s short the hal
capitalism, being the Industrial Revolution its
of the Nineteenth Century, took place entirely
institutions.proife sesdrolniads association we know of
founded in 1765 with the support of Catherine
Economic Society for the Encouragement of Agric
Economic As s oainateidoni nwals8 8f5a The UK’'s Royal Ec c
founded in 1890.

Moreover, economics emerged from its Chrysalis
reconstruction of the Social Sciences about whic
purposeewasate Economics to ‘the subject to rul e
scrutiny. This paved the way for th&8aweruumph of
(1949[1896]) makes clear, was expressly adopted
of Warrlx .

I n a growing number of countries, Liberal econ
or impolite disdain, and its practitioners are
from a wide range of experts from bagkerat tloadte
to question al/l the favoured doctrines of the e
counsel

That sai d, however, I may surprise you by say
Theorwhich | sharply distinguTihseh ifsrsoune HE cso nnoorii cw hl
economic theory is needed, but who controls it.

di stribute commodities by means of exchange bet\
understand how markets work. eTlhpuo,peirfl yeconomiid |1

an alternative either to Nodnomy or Geopolitica
which sound, et hical , democratic policies wild.l c
The problem is how to ensure that economic t he
humanki We therefore have to create the soci al a
community to control it. This in turn means t ha
at the disposition of the whole popoul ation, an
powl ation can make informed judgments about how
There is a historical precedent: writing and a
ti mes whi ch -Aumtbiilc Hiumdbwer s reached the West i n

printing a ceygt wryel ather mohlopoly of aristocrati.i
del egated when necessary to monks, scribes and

under way it recognized that it needed a modern
for itself. sTtheips fwaswaar dh goper humanity, despite t|
't established a universal right to think, c¢commt
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Il s it so wunrealistic to suggest that Nodnomy r

capability? Amoengeltsheevsheer el, amugst be included the
add another: this is a general public right to
sound technol ogical foundation: just as printing
at the dildpdauananaft yg gener al access to computer
understanding of how markets woreld eaytermirnhcde di sposze

I n my second presentation, I put the case for
economic theory in terms that make this possible
me now return to the institution of Ettomoimi cs.
achieve such a transformation?

Because, as many have |l ong argued, not a scien:
2014) . I't functions in the same manner as the
Western Europe. l'ts job dOdssnevehebutotontoamshat
and interests of its propertied classes into an
i naccessible to the |l ay public. I't makes edicts
cannot be chal enbpgedaapdof eswhbohl opriesthood ha
are Central Bankers; its Bishops are Chief Econ
wayward and sinful flock are the peopl e, whose

chasti sement thiyoncso uagpnsd sstaanrcvati on when they stre
narr ow.
This suggests four alternative reactions The f

Catholic Humani s m. Thi s i S what “kindly’ i nsi
Protestansi ssimat Theserodox economics does. A thirt
without economic theory altogether. [ suggest a
i's neither consent, di ssent, nor Atheism, but t|
too ynamf my heterodox coll eagues seem to think,
superior economic doctrines. Substituting one ¢
problem of dogmatism. We have to remove al/l dog
way thaecahomi sts behave, regardless of their th
This calls for a draconian revhewonhheibt a¢t what
are govet hady, stehdiords of investigatmindondstcandarc
of ac.tiTvhiet ipersi mary aim should be a simple human
[ t herefore hope that WAPE and its partners car
practice to recommend internationally and | hav

t hi nkwotuhlids have a si@®al,i fwiamantt oi mmakeet .a few sugge:
from wide experience and the work of many abl e ¢
At the top odt hmyc dli srtoefd peocriodniabnil si tt sy. Economi cs,

anMcCloskey (2016) , together with fifty economi
contested the standard positivist claim that eco
and any harm that arises is the responsibilit:
consiwely that to the contrary, the harm comes f
themsel ves.

The issue is not just the advice as such: it i
it could be false advice. E cpor noonnoi uensc ebseti ingg d ma d o c t
conclusions of its doctrine without taking any
Ti me and again it asserts blatant wvbhheuB&8that
crash is but one exampubel.e sWwhdeaonwnc hoanl lietnsg ecdl,aiinms .d c

254



A requirement to take proper precautions agai
therefore be a second major requirement.

This gives risef droepwshiacci pl ¢.eremc@anomi sts shoul
procedures wthyi cthetefcfti carernarl before harm can re
contradicts any prediction, these procedures sh
given rise to the conflict and should guard agai
without progper warning

The third requirement folAeoswer firoehFRIh@rbd& loiokm t
2001, Denis 2008, Freeman 2020) , a centr al de man

when a decl aration was published i n tehad Amer i c e
1992), signed by 44 |l eading economi st s, l ament i
and calling for a ‘Pluralistic and Rigorous Ecor

The demand has beemnhoeced oleyd hmentderrcedox economi cs
endorsed by overmprafadqisiran,ofast h@ean bset rsoenegn f r o1
member ship of the World Economics Associati on.
i mportance with the growing recognition that t
mul tipolar but i n HugoarChalvte zi'ss iwwervdist,a pll eu rti hpaotl <
many and diverse economic systems must generate
The task of the next generation of economic theoc
trove of empi riilciatlatdeattah e amidd dsatc possi bl e dial og

theories in order to properly evaluate them by |
Pl ur anheiasnrns si mply that to identify whether an e
unpredicted hbaoms sheupdedéecthecked against alte
It is first and foremost a basic requirement o
economic policies are going to be inflicted, hav
of conf rbadtdi ;g aga ement that *‘ My Way is the Highw
know what other options are availabl e, regardl e

agrees with them.

I't is also an unquestionably sci emtvief incevreequi r
simply tested amui dtdeéaab tassir ngeetniemreat i ons of econot
taught, but test two more more ideas against e ¢
observation.

Pluralism differs in no wlayothem BBodinedardf pkaac
The Association for Het erodox Economics in the
Honorary Life Vice President, responded at the
Lee, who is sadly no | onger wist memberahdpint ool
benchmarking enquiries of the UK government i n
devised (Freeman 2007hb, 2008) . Finding that Eco

concluded:

OFaced with a benchmarkthasstieoktogwnl anmd whisclip

i mportance to diversity than accountancy, it is
procedur e. This is why we consider a complete r
should reviawemeat @AAfsthe whole of the peer di
in the statement, economists should be able to i
| t i s, [ bel i eve, the right time and the right
defect .
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LENI N, SOCI AL DEMOCRACY AND THE THIR
CRI SI' S OF LI BERALI SM

Al an Freeman

I begin with by reframing an old idea in a ne
through its “third mor ale morcirsicy’., Twmhisgch liikea idrsi
mor al crises is a product of Liberalism (Losu

political idea that freedom, and private proper
ways that boil downt tpr it\hat e apneopdritnyg :i ¢ htahe onl
freedom, and that freedom does not exi st without

The first mor al crisis was slavery. After thre
Liberalism conceded that tpirblveatwi tphh opwnitryg waisma m
The second, which has not ended, was a crisis
confidently asserted, would be brought to the wc
private owners. This mutatiedl i 1t ocomguensitr defr oulse
The third, present mor al crisis opened with th
Pax Americana, and has now erupted in a general.
name of the institutionemotrWwegteWns waltli dménnael
for simplicity, as the subordination of the el ec
of an unelected state. The Liberal thesis is the
this state is time twirlnl safbj € b eownaeriso.n’ Bhepsreo pea i
prop®mwinyers, in the colonial countries of the wor
that this once constituted into a nightmare. Wi
dictatorial her amotsitc ersi goit wing UK | abour governm
suppression of civil and journalistic rights in
conversion of the EU parliament into an annex of
This third crisis, li ke tlas stecomdrtecopglaée sedqgl
two burning questions of today’'s world. The fir.
have a stop button?’ Why do they double down on
coup, every ruinous packbaagtet |oef isnantchtei ofnust,i |aen dt rea

by the globalising preachers of free trade aga
do we now stand on the brink of a nuclear <confl

and its European and East Asian allies?

Theecond question is ‘“why doesn’t the | eft r e
Democrati cl eaannd npbeflLti ber al parties i ke t he Us
themselves as defenders of freedom and human rig
miliadvgnturism in Ukraine, while nearly all of
financially and diplomatically, the I sraeldi st a

and whurthing their own members and voters for s
Pal estinian peopl e?

Before turning to Lenin’s views, I want to dea
debunking the idea, fostered by Tony Bl air but
that today’' s Soci al De mocr athiec Sgarotnide 4 nrt es wnlatt i forr
i mplies two wrong things: first, that there is ¢
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two international s; second, that the Communi sts
Lenin notes, the Sdecromtd sipltietr,nabtutoncadl Idapsed.

Tr ue, it was di vi ded internally, but it di ss
I nternational was a | oose alliance created in 1!
interlude, was formal |l y arsed asbilginsihfeidc a mt :1 9tS5hle s €l hve
to the revolutionary upsurges that foll owed eact

The Communi st I nternati onal was , t hus, not a
socialists, but the only i nteremeetrigoen alr owo rtkhien gF i
Worl d Mdarreovlee , cuddly socialists were never soci
of a Faustian Pact: they would be allowed to bat
their countries, on condietdi darhet oy owmalyi mtcit m g li ¥
of their own government against working peopl e c

This is not al | . They not only rejected revol
happening and roll it badimperibayi @mméeuniost mer el
anBSbviet, -Cahamnadaaandliowhy , we have to ask what it me
As Lenin states in ‘The Renegade Kautsky'’ it me:
state. The ‘Socialist’ pdaerfteineds tohfe itrh es t\Viet sets . a rBeut
are imperialist. They cannot be defended without
great vi ol ence, to secure the massive exploita
capitalists of thesea dteant etsi noeasn aesx tnmruaccht sfuirvped u s
their domestic workforce.

A better name for t he Sociali st-Colnotneiranlaitsiton a
I nternational ' . The —i hefrteal payti et ofSoEumbpeset,
anot herhaamei mply done what they were created to
of the deal

The only cause for surprise is that anybody is
them to do anything different? The answrer is the
any country, for the working people of other coc
organi sed, and now policed by the socialists, as
purge of al/l opposition, from thealesbynietées &€hij
MPs just expelled for standing up for working cl

In the US the place of Soci al Democracy i s oci¢
nothing to suppress their own suppor-vens. To w
candi dat &t ®Eii n, the New York State Democrats rai ¢
the ballot to 45,000 signatures. El ectoral suppr
‘lands of the free’' since the days ofngt mgoPet er |
abandoned Social i sm; now, they cannot even st ome

A new phase also opeaedi mptihsarmmernti,vewi t hout (
barbarous and cruel conditions, of the courageou
a beginnidmgg.s @rfltyer the conference at which thi s
Feder al Bureau of Il nvestigation raided the home
Scott Ritter, seized his passport and prevente
Economic SRorumy after the British journalist Ri
police squad who marched him away from the pl ance
appalling conditions for 24 hours, agnaviemntwidt hout
charge diosi nformati on terrorism’ has been coin
i nconvenient trut hs. I n short order, Li ber al g
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turning to the tactics which they once character
Li ber adlomsfreae vani shiag bbéeohandsrotyekiberal’
How is the working class of the imperialist co
highly relevant to ask how, in the first place,
Democracy. Lenin’s struggles shed-Cloi ghi alonsmhi :
di sintegrates in tandem with the long internal

the dissolution of their economic grip on the Wec
The dwrfrtents in the Second International used

They first called them Reformist. As-Pavtari ¢ o® me d,
or S€biaalinists. The two names were bridged by t
these names may describe the same entity, they d

us understand their connection.-c htfhauw i chiids t Re&f dr nsit
with Luxemburg’s (1900) critiqgue of Bernstein,

highlight key di fferences bet ween European and
Bernstein”, she notes,

0a general decline of capitalism seems to be ir
is derived the foll owimagctgieanalr awoebDcdomond ruasdiy®w. nS @b io a
The | atter must not direct its daily activity
the betterment of the condition of the working
to instismtassaciasult of a political and soci al
of the progressive extension of social -control
operation.

Bernstein pulls away fromupperfisr of ocfciteme i tf hrce
says that capitalist development does not | ead t

He does not merely reject a certain form of t
coll apse. ¢

The issue is thee coagiittadloinsm'f. ‘Mwdgturit inevita
for the socialism? Reformism believed that al t |
capitalism can sustain itself politically for e
workers shobhledrrdemaaids t o those compatible witdl
HowevRussia was not a mature capitalist countr)
of political <coll apse, which indeed happened in
The centr al g thees tBiod rs hfeard ikreg was, therefore, not
but their attitude to power. Lenin did not bel
construct socialism and this was not his differe
his mai mcdj f fuerte | April 1914, wi t h Trot sky. H
Dictatorship of the Proletariat and Peasantry’' a
power , the masses should preside over a peri o
however, t heeye cwoualndd dcontrol . This |l eads to a gLt
the critique of Opportuni sm, in which the <cent

bourgeoi si e.
I'n his 1916p parntpthliiesm and the coll apsdenobh the
argues as foll ows

olt is instructive to compare the attitudes of
of the I nternational, wiibchvahas Unéeéey wevbdalopdgob)y
unity between thenarobetngéeatsiad 1te. nasubmissi
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The issue is not whether capitalism can or can
for workers’ rights. 1t is whether the workers s
Mar xi sm and LReif9air3mi shne wr i t es:

Unli ke the anarchists, the Marxists recogni se
i mprove the conditions of the working people wit
the same ti me, howeverregs dalhwet eMag txri g gsl ewaaggea ian snto st
directly or indirectly, restrict the aims and ac
Reformism is bourgeois deception of the worker:
al waysn mnweasgaives, as | ong as there is the dominat

Agai n, the issue is not whether workers shoul d
hould | imit their demands to what the bourgeoi s
ei ther hbee onouskeerts need soci al i sm, and | east of

ecure capitalist power, but because restricted
apital’

This in turn means, as he spkré¢ |l Br oleowtodmuitamnit h
t he Ren,egraedel iKaiun g ktythe demand of the Communi
y of the working class is to win “the battle
t the capitalists cannot ousdiogaifngthet lpe ower k
s classic reasoning is highly pertinent: p
dictatorship. 't is the state that rul es, not p
wor kers and peasants neleal @o mterwo Is taaft ec a @dirteael .f rTor
Lenin, the passage fcrhoan vrienfiosrnmiwsans tcoo nspolceitaedl vy c o
Social Chauvinism was simply anotdoé@auvonmsmfi el &
opportunism in its &s.ni shed form,” he writ

O nw onm

—~ O o
>0 C S

i pe for an open, frequently vulggar
this al iance that gives it great power a
S It is absurd stmo agopaamtiynepeae o maeagn @mp.p olrtt uin
ink of carrying out the Basle resolution t
ebb. Uni tcyh awivtimitshes aneainasl unity with oneds
etxhpelrointast ioons ; it means splitting the inte
t hat an i mmediate break with the opportunists
hi storically this break is i mminelnut;i drhaarty idt ri g
of the proletariat:; that history, whi ch has | e
capitalism, has paved the way for this break.

S gquite r
I

The | ast phrase is pertinent: it is not theory
Thi s gsitce aitnesi ght i s as relevant a hundred years
changing. The Faustian pact of the imperialist |
for his d As Lenin noted, revol unt inoon droyn gcerri s e
go on rul g in the old way, the masses can no |
mi ddl e cl ses are moving to the side of the mas:s
Today th first two conditions are maturing, t
The rdhicondi ti on i S mi ssing: we see this in tF
i mperialist heartlands, of the intellectual an

political system they fervently defend.efTthe 1t
t hat truly represent s, without compr omi s e,
people of the world, and intends to rebuild

ue
i n
as
e
d
m
t he
t he
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reborn in the Communi st I nternationailnceaentdh eata s

I nternational was dissolved in 1943.
We , |l i ke Lenin, are not merely passive observe
phil osophy is not to shuwtndt dackardrgem t.he worl d
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