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Edito

It’s all about location, location, location
Why all these controversies about the TTIP? As a matter of fact, the
Transatlantic Trade and Investment Partnership simply aims to eliminate
the few remaining barriers to the flow of goods and services between the
U.S. and Europe. Since transatlantic tariffs are already low, negotiations
have focused on tackling a few particularly controversial non-tariff
barriers. These include environmental, food, and safety regulations, as
well as origin naming rights and export quotas. TTIP advocates argue
that society as a whole will benefit from the agreement, and that the
partnership will create jobs and lower prices on both sides of the Atlantic.
Opponents contend that the economic zone will create losers as well as
winners, and that it will force Europe to lower its regulatory standards. As
negotiations are still underway, the final shape of the agreement has yet
to take its final form.
Furthermore, some critical questions such as GMOs, agro subsidies,
U.S. LNG, etc. For instance, if you are an environmentalist it might be
scary depending on how the negotiations end up. Nevertheless, one can
reasonably expect that the E.U. is not likely to let GMOs in, or do away
with agro subsidies.
As a matter of fact, opponents are right to some extent: without a doubt
there will be winners and losers, and this is true in any case. In effect,
the absence of such a partnership also creates winners and losers. Some
countries may not be deeply enthusiastic about the TTIP, and it is still
possible to plan compensations for those unfairly hurt by this agreement,
but the mission is now to find the “best” option for the society as a whole,
the one that will be able to stand the test of time. In the end, the rest
is just communication and negotiations. As marketers say, “It’s all about
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Current affairs

Can Syriza stop Greece from
bleeding?

By T.B. Graulich

T

he stunning triumph of the
Radical Left party during
Greek elections at the beginning
of this year has reignited the
fear of a new European crisis
for some, generated hope for
others. Syriza, the party of
Alexis Tsipras, which has swept
more than 35% of total votes
on the 25th of January and has
currently 149 seats out of 300
in the Greek Parliament, seems
determined to retake control of
the country’s economic fate and
to curb austerity.

Greece, a country without monetary and
fiscal sovereignty
It is well known that a country that
enters the Eurozone has to leave
its monetary policy to the ECB. This
implies for example that this country’s
central bank will not be able anymore
to print money in order to devaluate
its currency and provide a short-term
boost to the economy when times are
tough. Since its entry in the Eurozone in
2001, Greece is of course no exception
to that principle.
In addition to this first renunciation of
sovereignty, Greece has also abandoned
its fiscal autonomy in May 2011. At the
height of a severe solvability crisis and
confronted with the galloping fear of
the markets, the country had indeed no
choice but to ask for a bailout to a group
of lenders led by the IMF, the ECB and

Deflation for dummies

Copyright by Lorenzo Gaudenzi
the European Commission. In exchange The country is still in recession, its
for that help and in a move to tame economy is shrinking, consumer
the panic of the markets, the country spending is historically depressed and
was forced to embark on an “economic unemployment rate has risen sharply
adjustment program”. Greece had to ask from less than 20% in 2011 to more
for financial assistance to the troika than 25% in 2014 [see graphs below].
[a nickname for the ECB, the IMF and Moreover, the country has fallen into
the European Commission] and give outright deflation since 2013, which
up on its independence with regard is no particular good news [see our
to fiscal policy. Since then, Greece has previous article “Deflation for dummies”,
been swept into a set of deep austerity SSR n°1, available on our website].
measures that have profoundly affected As austerity has dreadful effects in
the short run, it also has
the country’s real
economy.
„In 2012 already, Alexis Tsipras negative effects in the
changed his radical stance long run. Long periods of
The benefits of about Greece having to leave high unemployment can
austerity
the euro area because he indeed lead to a persistent
wanted his party to remain in deterioration of the quality
Nearly five years line with Greece’s public opinion of a country’s workforce, a
phenomenon known as
after 2011, the polls.”
hysteresis.
effects of these
austerity measures on Greece’s real So, what are the expected theoretical
economy can already be assessed. benefits of austerity? According to J.M.

Greece: Syriza
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Keynes, austerity measures should be
implemented mainly in boom periods
in order to impede the economy
from overheating and smooth the
fluctuations of the economic cycles. This
is, in a nutshell, the traditional benefit
of austerity. In recession periods though,
more spending should be required in
order to stimulate the economy.
What next?
In this current context, Syriza and its
leader, Alexis Tsipras, are of course
not devoid of some criticisms. Syriza
is a populist party that is not afraid to
play political games in order to sway
voters. As an example, one would easily
remember how, in 2012, Mr Tsipras
changed his stance about Greece having
to leave the Eurozone…a turnaround
that many interpreted as an attempt of
the young leader to remain in line with
voters’ opinion that was clearly against
such a “Grexit”. Moreover, many of the
reforms proposed by his party such as
the elimination of taxes on heating fuel
and property, the revival of the 13th
month bonus pension for the poorest
pensioners or limited free electricity to
300,000 households (!) are nothing but
structural and seem to be there firstly to
please voters. On the other hand, there is
hope. Syriza is a nontraditional party that

Source: Worldbank

is not part of the Greek establishment. Its
intention to adopt structural measures

To contact the author : tgraulic@ulb.ac.be

in order to clamp down on corruption

To join the debate visit

(something that its predecessors have

solvaystudentreview.com

never wanted to undertake) is laudable.
The question whether Syriza will revive
Greece remains open at this stage. In the
meantime, rooms for improvement are
definitely there.
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The Puzzle Embedded in
the “ASEAN Way”
S

By J. Nguyen

the

founding members: Indonesia, Malaysia,

economy in the world, and 25 per cent

Association of South East Asian

the Philippines, Singapore, and Thailand.

larger than that of India in 2013. These

Nations (ASEAN) has astonished global

Together, they shared the common goals

numbers undoubtedly speak for ASEAN’s

observers: ten countries with diverse

of strengthening the internal economic

successful

history, culture, political ideology, and

power of the region and facilitating

global economy.

economic conditions successfully have

economic

come together to form a stable powerful

members.

More importantly, what has been credited

economic block. The major contribution

Moreover, in the past few decades,

by ASEAN leaders for the association’s

to such a remarkable achievement has

with regional integration centered at

economic success is the “ASEAN Way.”

been said to be the “ASEAN Way,” which is

the association’s agenda, ASEAN has

Simply put, the “ASEAN Way” is the

the ideology that gives room for member

undergone several major economic and

strategic ideology that ASEAN is based

states to integrate in ASEAN, while

political transformations to accommodate

on to develop its economic strength and

preserving their full sovereignty. However,

new members. Currently, the ten member

integration. Different from other economic

the “ASEAN Way” contains in itself a

countries of ASEAN include: the five

integration ideologies, the “ASEAN Way”

puzzle that ASEAN leaders can no longer

founding members, plus Brunei (1984),

perceives individual states as pivotal

ignore in the context of globalization:

Vietnam (1995), Laos (1997), Myanmar

actors in the political sphere as well as

where is the balance between national

(1997), and Cambodia (1999).

national economic agenda.

ince

its

establishment,

development

of

within

the

country

The two

major principles of the “ASEAN Way” are

sovereignty and regional integration?
The tricky puzzle of the “ASEAN Way”

musyawarah (consultation), and mufakat

The historical journey from ASEAN 5 to
ASEAN 10:

achievements

(consensus-building). While musyawarah
In the past few years, ASEAN has achieved

stands for the decision-making process

spectacular economic success varying

through

Being one of the major economic blocks in

from the surge in inward FDI in the region

consultation, mufakat implies the final

the East,ASEAN has drawn global attention

to significant GDP growth among its

unanimous decision.

towards its integration and development.

member states. Specifically, aggregating

The 1967 ASEAN Declaration (commonly

the economies of its ten members, ASEAN

On the one hand, the state-centric

known as the Bangkok Declaration)

currently constitutes a collective GDP

approach embedded in the “ASEAN Way”

marked the birth of ASEAN with five

of $2.4tn, which is the seventh largest

appears as an optimal solution to resolve

Deflation for dummies

informal

discussion
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the vast differences in the sociopolitical

result was a split-up of the regional FTA

The role of a strong legal basis is to

arena and the economic conditions

into individual member FTA with the EU.

ensure that member states commit to

of member states during the process

In this case, the lack of common economic

implementing their obligations. Lacking

of economic integration. On the other

policies for the block as a whole has

a solid legal ground will undoubtedly

hand, the expansion of ASEAN coupled

placed ASEAN one step behind in the

jeopardize ASEAN’s economic future

with ceaseless growth of globalization

game of international trade. In other

achievements.

has sparked controversies regarding the

words, ASEAN is sustaining its members’

drawbacks of the “ASEAN Way” in terms

economic flexibility at the expense of

of hindering the economic integration

trade power of the region.

Can ASEAN achieve economic integration
while forgetting about its political
controversies?

of the region. In the current wake
of globalization, the quest for deep

The challenge of economic integration

economic integration has become the

without supranational authority

Looking at the political sphere, concerns

crux of economic competition among

about the “ASEAN Way” get even more

regional economic blocks. In this context, Another major pitfall resulting from

complex. A lesson learnt from the

it is imperative to ask if the “ASEAN Way” the “ASEAN Way” is the lack of a

evolution of the European Union is that,

should still be a sheer strategic plan

supranational authority, which regulates

even if countries agree on following a set

for ASEAN members. How long can

fairness and justice for conflicts within

of common political principles, such as

ASEAN hold onto the “ASEAN Way” while

the region. As mentioned above, mufakat

pursuing democratic values, politics can

searching for a unified economic power?

means unanimous decision; however,

still get messy. Here, the ten members

Furthermore, can a state’s autonomy and

when country members fail to reach a

of ASEAN have no collective political

economic integration be compatible?

unanimous agreement, there is not an

ground. In fact, within the framework of

ASEAN official authority to step in to

the “ASEAN Way,” member states freely

How much of enough is enough for

regulate the disagreement. Rather, when

preserve their own political ideologies

economic integration?

intra-ASEAN issues cannot be resolved,

and agenda. For this reason, rarely do

they are left aside in order not to affect

ASEAN members express a common

The first obstacle posed by the “ASEAN

cooperation on other issues.

political voice.

Way” is the burden of finding common

Currently, trade disputes in the block

economic policies for the block as a

are expected to go through the dispute

Currently, with the South China Sea

whole. Even though the “ASEAN Way” has

settlement

decision-making

being hotly debated, the divisible

succeeded in providing cohesion and

process. Both the dispute settlement

political factors among member states

economic cooperation for the regional

and decision-making procedures are

are now worse than ever before and

economy, it has also been a slowing- intergovernmental negotiations, where

have started to threaten the regional

down factor for the development of a

the final ruling is based on an agreement

economic stability. In this context, it is

unique common market among member

among the parties involved. However, in

vital that ASEAN members harmonize

states.

fact, this dispute settlement procedure

their political core values before any

has never been applied. Instead, member

further economic integration can take

For example, the lack of a common

states opt for relying on the World Trade

place. Without solidifying its political

external tariff has been a challenge

Organization to resolve conflicts of

integrity, ASEAN cannot move closer to

for ASEAN in the context of Free Trade

interest.

deeper economic integration.

and

Agreements (FTAs) burgeoning across
In

between the European Union (EU) and

approach has impaired the long-term

has successfully held together ASEAN’s

ASEAN failed to be concluded due to

goals of the region. In order to achieve

ten members states, whose culture,

several factors, among which was the

a certain regional target, say improving

politics and economies differ greatly.

disagreement among ASEAN member

environmental standards, it requires

However, the puzzle which remains

states on a common external tariff. The

member

in the “ASEAN Way” is the search for
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some

ways,

states’

ASEAN’s

legal

soft-law

One way or another, the “ASEAN Way”

the globe. In 2007, the intended FTA

obligations.

Current affairs

the compatible framework that can
preserve the states’ autonomy without
curbing regional economic integration.
In 2015, ASEAN will officially launch
the ASEAN Economic Community (AEC).

Opinion: Comparative welfare:
Bangladesh VS International Trade
By Heracles

This will mark a phenomenal economic
integration for ASEAN. It is hopeful
that the AEC will help to resolve the
puzzle embedded in the “ASEAN Way”:
finding a balance between member
states’ sovereignty and ASEAN’s full
integration into the global economy.

To contact the author :
nguyenthelinhbao@gmail.com
To join the debate visit
solvaystudentreview.com

T

he Ricardian theory of comparative advantages has been frequently put forward
in order to legitimate the benefits of international trade. This is how the story

goes: A country has a comparative advantage in producing a particular good when
it can produce it at a lower opportunity cost than another country. Therefore, each
country would end up specialising in the production of the good for which it has
a comparative advantage, resulting in an increase in world output, efficiency gains
and potential welfare gains. The expansion of the textile industry in Bangladesh is
a striking example of this theory. Since the introduction of free trade policies in the
2000s, the textile sector has grown at a tremendous pace, accounting nowadays for

around 80% of the country’s exports and

capita in Bangladesh has been on a

to the fact that the income of some

the majority of Bangladesh’s growth.

significant upward trend from the end

agents

Following neoclassic international trade

of the 1990s, accelerating in the 2000s

remains constant. If this is the case, no

theory, this specialisation is due to the

with the liberalisation of the country.

one would be made worse off by trade

fact that the country has a comparative

Meanwhile, the Gini coefficient, which

but some would be made better off. On

advantage in textile production (i.e. a

is a measure of the level of inequality

the other hand, even though this is not

large pool of low-skilled, cheap labour

(100 referring to a situation where all

directly related to our question, what this

force), this specialisation in turn would

income goes to one single person and

trend does not tell us is that Bangladesh

have led to an increase in demand

zero to a situation where the country’s

is currently also one of the least unequal

for these low-skilled workers and to a

income is exactly equally shared among

countries in the world with a Gini

reduction in inequality due to increasing

its inhabitants), has increased as well,

coefficient of 32.12 according to the latest

wages. Actually, this is the moment when

casting some doubt on the theory of

data, two points above… Belgium (with

everyone laughs. The collapse of the Rana

comparative advantages in order to

has a Gini coefficient of 33.14 according

Plaza garment factory in April 2013 has

explain the development of Bangladesh

to the latest data) and far below most

shown the world how desperate local

(see illustrations).

South American and African countries .

working conditions can be for workers in

Nonetheless, according to M. Pierre-

More relevantly, this trend does not say

garment factories and that the benefits

Guillaume

of

anything about the share of the evolution

of international trade are nothing but

Macroeconomics at the SBS-EM, an

that is due to free trade. In a nutshell, one

equitable. But is it really the truth?

increasing

only

can make a country extremely equal by

According to the World Bank, GDP per

seemingly paradoxical as it may be due

driving all incomes to zero, but everyone

Méon,
Gini

Professor

coefficient

is

increases

while

the

Bangladesh VS International Trade

others’
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would be worse off.

however, to be under control. In other words, free trade has

In conclusion, it appears that the opening to free trade is

made the country a lot wealthier without making the country

correlated with an increase in the country’s wealth, measured

a lot more unequal.

through GDP, and to an increase in inequality that seems,

Source: Worldbank
The key question is therefore whether Bangladeshi workers
in garment factories are really worse off due to free trade?
Even though workers’ welfare may still be low with regard
to Western standards, it is relevant to see whether trade has
improved or worsened their situation.
First of all, it should not be forgotten that most workers in
textile factories are women coming from rural regions who
consider this job as a real opportunity to become financially
independent. Secondly, the boom of the textile sector in the
country has brought a job to many people who otherwise
Photo copyright:
Nilachal in Bangladesh, by Tutul Chowdhury ©201414
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would be workless. In autarky, the situation would be less
rosy. To a certain extent, the theory of comparative advantages
seems thus to hold true and the welfare effect for Bangladeshi
workers in the textile sector tangible. However, as there are
comparative advantages, there are obviously also comparative
welfare gains.
To join the debate visit
solvaystudentreview.com
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To change the country, not to change the country The situation of medicine students in Italy

By L. Ampleati

I

n Italy there has been a strong debate
about the faculty of medicine over the
last few years: students asking for more
places and a different admission exam, the
government that has to control the public
deficit and citizens demanding more from
an efficient health system. Now, the government wants to modify the recruiting
system for medical students: will it win the
challenge?

The Italian Minister of Education wants

a risky increase of those who were 55-64

A future challenge that the national

to change the admission rules to the

(+31.98%).

health system will have to consider is

faculty of medicine in order to tackle

The aging can be problematic if the

the aging of the population: in 2013,

some problems, such as the high number

number of graduates is lower than

21.40% of the Italian population were

of old doctors, the unfair admission

doctors going to retirement, as the

over 65 and 6.40% over 80. In 2050, this

method and the population getting

number of physicians will decrease

figures will raise significantly, as over 65

older, without forgetting the high public

in the future. This phenomenon can

will represent 34% of the population and

debt (130% of the GDP).

be explained by the low level of new

the over 80 14%. An older population

graduates in medicine (figure 2): from

means that Italy will have to increase

25.28 graduated students per 100.000

its healthcare budget, also hiring new

people in 1980 to 11.51 in 2000. Over

medical workers.

Figure 1. Physicians by age

the last decade, this figure has been
stable, even though it has diminished a

Over the last few years, the different

little, reaching 11.14 medical graduates

governments tried to reduce or to

per 100.000 people in 2012. In absolute

control the public expenditure, hitting

values, this means that in 1980, 14,264

also the education and in particular the

students managed to graduate, whereas

faculty of medicine. The Italian State has

in 2000 and 2012

to bear every year about € 1.5 billion

respectively only

6,552 and 6,631 students succeeded.

to finance the studies in medicine. This
means that the State spends € 248.000

Figure 2. Medical graduates

.000 for the first six-year-education, as
the cost per capita is € 24.800 per year
and the students are about 10.000 each
year. Then, for the whole specialization

First of all, let’s have a look at the

the State spends € 128.000 for each

distribution of the physicians by age

student.

(figure 1): from 2000 to 2012, the

To solve this financial problem, in

percentage of physicians who were

Italy there is a low closed number of

under 30, between 45-54 and over 65

admission and in the last years a cutting

years old diminished a little, whereas

of the scholarships for the specializing

there was a strong decrease of those

students. The immediate effects are the

who were between 35-44 (-18.68%) and

aging of the physicians, the risk that the
The situation of medicine students in Italy
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new doctors will be less than those going

structure. Above all, there are questions To contact the author :

to retirement and the escape of students

about general culture such as: put in lucample@libero.it

abroad to do the specialization.

order the following mounts in order of To join the debate visit

This last problem is quite interesting

height. Is it a fundamental question that solvaystudentreview.com

as the state finances the first six years

a doctor is supposed to answer? So, a

of training and then, reducing the

good idea would be to test basic scientific

scholarships, induces students to finish

knowledge or psycho-attitudes.

their studies abroad and likely to work

Another way to reduce costs for the

there. The result is that Italy finances

public system would be reducing the

the medical formation for foreign health

length of studies and increasing the ©Luca Ampleati, First

systems. Hence, is it a really efficient way

number of hours in practical training year MSc in Economic

to cut expenditure or would increasing

(teaching hospitals), conforming to the and Social Sciences,

the scholarships be a better solution in

European system. This would allow Università

financial terms?

students enrolled in the final part of their

Over the last few months, the Italian

studies to work in the hospitals. In this

Minister of Education has been trying to

way, they would be more productive and

change the system of medicine faculty.

make more experience in their fields.

She proposed to adopt the so called

Then, the decrease of the scholarships for

French system: free access to the faculty

the specialization is a really big issue, as

and selection at the end of the first year

students are forced to go abroad to study.

based on the marks. Then, in this project a

However, the most important problem

common first year between medicine and

is the limited number of places for the

other similar faculties, such as pharmacy

specialization that forces students to go

and biology, is provided.

abroad or to wait for at least one year.

However, this idea has been criticized by

Note that a graduate student can work

students to not be realistic, impartial and

only as a volunteer or in other fields, as

a solution for other problems.

the pharmaceutical, but he/she will never
be hired without a specialization in the

First, if government does not have

hospitals. This means that continuing

enough money to finance scholarships,

the studies is a compulsory choice in this

how is it possible to create new spaces

case.

for all new students? Or new places?

In conclusion, Italy has the opportunity

Only to give you an idea, 10,000 students

to not destroy an efficient health system

pass the admission test that is tried

thanks to a better formation system.

by 60,000 each year. This also implies

Hence, it would be great rethinking about

50,000 students not passing the first year

the number of places and scholarships,

would lose an year, so time and money.

the inefficient allocation of resources and

Another problem is that without a

the unfair selection system. Hopefully,

national test, the selection could not

the change will be more respectful about

be impartial as based on the marks of

public spending, families’ students taxes

professors who could help someone in

and the right to have an efficient health

some cases, above all, if we consider that

system.

most of the exams are oral. Then, the

A special thanks for their suggestions to

study programs are different among the

my friends Francesco, Marta and Roberta,

Italian universities, creating in this way

students of medicine.

an heterogeneous context.
Concerning the admission exam, in
Italy it has always been criticized for its
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Is a Tobin tax an appropriate tool in
times of economic recovery? By A. Sargsyan

I

n his first idea, the Nobel prizewinning

economist

James

Tobin

had in mind the aim of limiting the
undesirable

effects

of

speculative

activities through the levying of a small
tax on foreign exchange transactions.
The purpose was to penalise short-term
speculators in favour of investors, whose
transactions are longer-term oriented.
In that sense, “throwing sand into the
wheels of foreign exchange markets”
was intended to discourage speculative
behaviour and stabilise markets, by
reducing overall market volatility. The

to cost hundreds of thousands jobs

would get disproportionally more hurt

implementation of such tax, nowadays

and would end up being passed on to

by a transaction tax, because they tend

known as the financial transactions tax

consumers.

to trade much more frequently. Given
the high degree of mobility of financial

(FTT), is advocated by Jose M. Barroso
on the grounds that it would „create

We can go further in bringing to light

markets, we will inevitably assist to

appropriate disincentives for overly

the various side-effects of a Tobin tax…

tax avoidance due to relocation of
markets and migration to non-taxed

risky or purely speculative transactions”

products.

and would „address concerns about

We cannot talk about a financial

excessive profits” in the financial sector.

transaction

The tax is set to be levied at 0.1% on

about London, the largest and most

One important role financial markets

shares and bonds transactions and

international

in

play is making asset prices reflective of

0.01% on derivatives, and believed to

Europe, constituting a huge asset to

real-world conditions. High-frequency

raise €57bn a year. This would act as

the European Union. According to

trading

a contribution of the financial sector

Stuart Fraser, a Tobin tax would put

to markets.

to the costs of government bailouts

London at a competitive disadvantage,

researches, the number of transactions,

caused by the financial crisis. A lot of

with financial firms likely to leave the

especially

opponents predict this Robin Hood tax

country if the tax is not introduced

in markets where a transactions tax

will not only impact financial services

globally, while the smaller financial

is levied; so lowering high-frequency

but instead would have a knock-on

centres, as

trading would lead to a reduction

effect on the economy as a whole. In a

Frankfurt and Paris, would escape

of liquidity which will, in turn, most

nutshell, such a tax is likely to hamper

relatively lightly.

probably increase volatility. However

tax

without

financial

thinking

centres

adds volume

and liquidity

According

to recent

short term ones, declines

the latest empirical evidence shows

the EU’s long-term competitiveness, as
world’s leading exporter of financial

…as actor’s behaviours change : tax

that the tax has volatility-reducing

services; to have a chilling effect on

avoidance

properties only in immature markets,
prevailed by speculative activities.

growth (reduction by 1.76% of the
annual GDP according to the EC’s cost-

We know that policy makers cannot

benefit analysis); to increase the cost

distinguish

of capital, driving businesses to lower

noise traders when implementing a

is to impose

a tax upon the banks.

cost destinations outside Europe (70%

tax and that higher transaction costs

Nevertheless,

the legal taxpayers

to 90% of European transactions could

discourage both fundamental based

are often not who really carry the

be pushed to America and the Far East);

and noise traders.As a result, speculators

economic burden of a levy: this could

informed

traders

from

Among others, the aim of a Tobin tax

Tobin Tax
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at first fall on traders, on companies and
governments (via higher capital costs)

Taking a look at the legal aspects, the

but will end up by passing on to final

imposition of such a tax can come up

consumers, via higher prices for financial

against some barriers, among which the

services (e.g. increased mortgage costs).

free movement of capital and payments

Hence, there is great scepticism about

between Member States and between

the financial sector carrying the burden

Member States and third countries or the

of the tax.

General Agreement on Trade in Services

Illustration photo copyright:
www.efile.com ©2014

(GATS)10.
From a revenue viewpoint, the tax will
have an asymmetric effect: while eleven

When looking at the multiple impacts

countries in the EU will introduce the tax

on the economy, financial transaction

and carry its burden, the benefit of the

taxes, even imposed globally, could be

tax in terms of revenue would come from

seen as bad and inefficient in stabilising

the few countries with large financial

the financial sector. Especially when

centres.

funds could be raised through alternative

With regards to the distributional aspects,

means:

tax on bonuses, levies on

the tax presents progressive properties9,

leverage

and risk-taking,

since rich people

on the size of banks’ balance sheets. At

are supposed to hold and trade more

last, the Commission’s argument that

than poorer ones. However, under such a

FTTs would make financial institutions

tax, all short- and long- term transactions

contributing to recovering the costs of

would be taxed; hitting also middle- and

the crisis takes no account of existing

lower-income earners, because short-

national measures, such as the UK bank

term financial transactions are often

levy or taxes on assets in Belgium.

fee based

related to trade or other commercial
transactions but also because the larger

One may not be convinced by these

parts of financial transactions are:

reasoning when comparing it with the
decisions made by The E.U. to apply the

- Lending and savings;

Tobin tax to only some member states.

- Insurances;

We will therefore analyse those decisions

- Transactions related to pension funds:

in further détails in our next issue.

the tax will bite much more heavily in
countries with funded pension schemes

To contact the author :

as the UK and the Netherlands; hitting

lucample@libero.it

disproportionally nation’s citizens and

To join the debate visit

creating discrimination among nations.
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MSc. In Business Economics,
Furthermore, rich investors can escape

Solvay Brussels School

taxation by relocating their trades to

of Economics and

other markets while the average Joe

Management

has no choice but remaining in the
market subject to taxation. So there is
a need to put discrimination

among

concerned transactions in order to
avoid deregulations in the stability of
efficiency of these transactions.
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The lion is not yet sleeping
By A. Seminerio, M. Heegemann

I

n the aftermath of the financial
crisis, the Dutch Government rescued
its banking national champion ING
through several interventions , one of
which was a capital injection of €10
billion. The purpose of the measure
was both to strengthen the Banking
Group’s insurance balance sheet and its
overall solvency. As ING was considered
as a major driving force of the Dutch
economy, the survival of the institution
was of crucial importance for the Dutch
State.

At a time where market confidence ought

were designed in an effort to reshape

latter remains below pre-crisis levels.

to be regained, the European Commission

its conduct on the relevant markets.

According to the figure, since the HHI

reasonably implemented a temporary

While the former were characterized by a

index is declining (figure 1), the intensity

framework allowing grants of national

significant reduction of its balance sheet,

of the competition of the banking industry

state-aid to companies conditional on

the latter took essentially the form of

in Europe has been better of since the all

submission of a restructuring plan. The

bans on price leadership and acquisitions.

“Bail-out” phase of the different major

scheme had to include remedies ensuring

The structural remedies included massive

European banking institutions (including

that financial assistance provided by

divestments in non-core business and

ING Group). Therefore it can be concluded

national authorities would not distort

insurance business. In order to do so, the

that the flagship objective of the EC,

competition neither on a national nor

bank launched a back-to-basics program

which is maintaining competition inside

international scale.

that allowed it to focus its effort on core

the internal market, has been met even

activities.

after consequential national bailouts.

In addition to these measures, the Dutch

The end of the “banque-assurance”

Concentration concerns:
the

State had also to commit to ING’s long-

restructuring process, the EC was not only

term viability restoration. Ergo, it had to

In addition, through its back-to-basics

worried about ING’s financial statement,

address its double leverage issue, that

program, ING has divested large parts of

its dominant market position in the

is, coerce ING into stopping using core

its activities, primarily in the insurance

Netherlands constituted also a source of

debt as equity capital in its subsidiaries,

sector. The crisis lead thus to a major

concern. In fact, the European institution

and to ensure that ING would orientate

change

sought to address an even larger issue,

its non-deposit funding towards long-

regarding the coupling of banking and

the concentration of the European retail

term funding through issuances of debt

insuring activities. Prior to the crisis, the

and private banking sector.

instruments with a maturity exceeding

bank used to be a flagship of the “Banque-

Therefore, several commitments of the

one year.

assurance” model. Nevertheless the bank

Furthermore,

with

regards

to

in

ING’s

strategic approach

decided in 2008 to divest all insurance

Dutch State were made mandatory by the
European regulatory body. Among those

Overall the restructuring plan was quite

activities given the severe consequence

obligations, two major kind of measures

successful in restoring the banks viability

of the crisis, which highlighted the flaws

could be found, structural remedies which

and profitability. The profitability level

of this model.

aimed at restructuring the banking giant’s

passed from € -514 million in 2008 to

While banking and insuring activities seem

activities and behavioral remedies which

€3439 million in 2013. Nonetheless the

to depict some clear synergies in the form
The lion is not yet sleeping
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of gains in effectiveness that rely on operational and financial

been criticized for extensively bailing out “highly speculative”

synergy effects (such as an improvement of balance sheet,

banks. However when one analyzes the numbers, it seems that

an increase in the debt capacity, but also risk diversification

the bailout of ING was a highly profitable operation for the

effects) the model has flaws that can lead to major weaknesses

Dutch state. The return on investment reached 12.7%.

in the context of important economic shocks. Indeed banking
and insurance activities follow different dynamics, which can

Overall the conclusions that can be drawn from ING’s rescue

lead to managerial issues.

are positive: it succeeded in restoring the profitability of its

This model was one of the reasons why ING suffered severely

banking and insurance activities and reduced risk exposure.

from the crisis. It is therefore not surprising that the bank
decided to divest insurance activities in its restructuring plan

While the regulator has been quite efficient at preventing

in order to deleverage its balance sheet.

moral hazard during the recession, some coordination issues
still remain between the NRA’s and the European Commission.

A good call for the Dutch state?

The current framework seems to be unlikely to resist another
crisis. Wee will further highlight the role the regulator has

Given the fact that the Dutch state provided massive support

played in the context of the crisis and we will see how it can

to ING in the form of CT1 securities in order to save the ailing

be improved in the next issue of the SSR.

bank, the question rises whether this deal was a good call for
the Dutch state. In the popular opinion governments have often

Figure 1

This article is based on a paper written by Mick Heegemann, Anthony Seminerio, Quentin Dupont, Théo
Risopoulos, Jeremy Cabu and David de Lame.
To contact the authors :
mheegema@ulb.ac.be, aseminer@ulb.ac.be
To join the debate visit
solvaystudentreview.com
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ECB doet aan bazooka-bankieren
By A. van Ham

Q

E lijkt wel het nieuwe “buzzword”. Na zes jaar van
QE, voluit quantitative easing, door de Federal
Reserve in de VS, besloot de Europese Centrale Bank
(ECB) vorige maand bij monde van haar voorzitter Mario
Draghi om de geldkraan open te draaien in de hoop de
slabbakende economie van de Eurozone weer op de rails
te krijgen. Hieronder proberen we het één en het ander
te verduidelijken, alsook deze ingrijpende beslissing op
summiere wijze toe te lichten.

Berlijn vs. Frankfurt

Quantitative easing 101
Quantitative easing, de zogenaamde
bazooka, is het proces waarbij een
centrale bank staatsobligaties en
andere activa opkoopt met zelf
gecreëerd geld om zo meer geld in de
economie te pompen.
Verschillende doeleinden worden
daarbij nagestreefd: men tracht in
de eerste plaats investeringen te
stimuleren door het verlagen van de
rentevoet, waardoor het lenen van
geld aantrekkelijker wordt. Verder
probeert men deflatie tegen te gaan
(de ECB heeft als doelstelling 2%
inflatie) en wilt men het vertrouwen
bij het publiek herstellen. De techniek
van QE werd voor het eerst gebruikt
door de Bank van Japan in het begin
van de 21ste eeuw.
QE in theorie

De maatregel is evenwel erg
omstreden en wordt enkel gebruikt
als ultieme reddingsboei, nadat
traditionele manieren zoals een
verlaging van de rente door de
centrale bank, niet meer mogelijk zijn.
Dit laatste is het geval in de Eurozone,
waar de rente van de ECB met 0.05 %
op een historisch dieptepunt staat.
Beter laat dan nooit?
Ondanks er al geruime tijd werd
gesproken en gespeculeerd over het
gebruik van QE door de ECB, zorgde
de voornamelijk Duitse weerstand
voor de laattijdige implementatie
(in vergelijking met andere centrale
banken) van het QE-programma.
Concreet zal de ECB 1.140 miljard
in de economie pompen door
maandelijks
60 miljard aan staatsobligaties op te
kopen en dit ten minste tot september
2016. De ECB verbindt er zich verder
toe dit te blijven doen zolang de
inflatie niet in de buurt komt van
2% (het zogeheten ‘signaaleffect van
inflatie’).

Tegenstand
kwam
en
komt
voornamelijk uit Berlijn. Daar vreest
men immers (onder meer) te sterke
inflatie, waar men in Duitsland sinds
de Weimar Republiek voor beducht
is. Bovendien is het volgens de
president van de Bundesbank, Jens
Weidmann, niet nodig en zou het
ook niet werken. Duitsland vindt ook
dat QE een verkeerd signaal geeft
(namelijk een verminderde druk)
aan landen zoals Frankrijk en Italië
om hun economieën terug op orde
te brengen door het nemen van
de nodige begrotingsmaatregelen
en het terugdringen van hun
overheidstekorten. Ook onze eigen
minister van Financiën, Johan Van
Overtveldt, laakte het “onorthodoxe
monetaire beleid” van de ECB, vermits
hij vreest dat Belgische spaarders
wel eens de dupe zouden kunnen
ECB doet aan bazooka-bankieren
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worden van het gevoerde beleid. De
rente op het spaarboekje zou immers
nogmaals verlaagd kunnen worden.
De voorstanders daarentegen wijzen
- naast de verlaagde rentevoeten en
het signaaleffect van inflatie- op het
effect van QE op de wisselkoers. De
euro bereikte zijn laagste peil in elf
jaar ten opzichte van de dollar na de
aankondiging van het QE-beleid op
22 januari jongstleden.

US Dollar per 1.00 Euro Graph

gespeculeerd. Zo daalde de rente op
een 10-jarige Portugese obligatie in
2014 van 6,2% tot 2.7%, reeds ruim
voor de bekendmaking van het QEprogramma door de ECB.
Ten tweede hebben de VS en de
Eurozone een ander
financieel
systeem. Ondernemingen in de VS zijn
afhankelijker van de kapitaalmarkten
dan in de Eurozone. Door de
dalende rente gingen Amerikaanse
investeerders gedwongen op zoek
naar meer rendement in risicovollere
producten zoals bedrijfsobligaties en
aandelen. In de Eurozone daarentegen
zijn de banken meer dominant
waardoor ondernemingen minder
profiteren van het aanzwengelen van
de kapitaalmarkten.

Bron: www.bbc.com/news/business
Bron: www.tijd.be
Bron: www.x-rates.com/graph/

To contact the author:
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To join the debate visit
solvaystudentreview.com

De belegger na de bazooka
Deze waardedaling van de euro ten
opzichte van andere munteenheden
zorgt ervoor dat de (Europese) export
een boost krijgt.

Angelsaksische landen vs. Eurozone
De vraagt rijst nu of het QE-beleid
van de ECB evenveel zijn vruchten
zal afwerpen als in de Verenigde
Staten en het Verenigd Koninkrijk.
The Economist somt twee redenen
op waarom QE wel eens minder het
gewenste effect zou kunnen hebben
in de Eurozone.
Ten eerste was er ten tijde van de
invoering van QE in de VS en het
VK anno 2008 sprake van een soort
shockeffect: financiële markten waren
niet vertrouwd met dit soort monetair
beleid waardoor de rentevoeten
sterk daalden. Dit in scherp contrast
met de Eurozone waar al geruime
tijd over de invoering van QE werd
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De
Europese
aandelenmakten
reageerden alvast positief op het
nieuws van de ECB. Zo steeg de
BEL20 met meer dan 2% na de
bekendmaking. Deskundigen raden
nu aan om vooral te investeren
in zogenaamde dollarverdieners:
bedrijven die grote delen van hun
omzet realiseren in dollar. Door de
depreciatie van de euro, kunnen
dollargevoeligde
aandelen
als
ABInbev een aanzienlijke winst
boeken. Een ander alternatief is om
een termijnrekening te openen in
dollar. Indien deze munteenheid in
waarde zou blijven toenemen, boekt
de belegger immers een meerwaarde
wanneer op de vervaldag het bedrag
wordt omgezet van dollar naar euro.
In theorie oogt QE al vast
veelbelovend, maar of QE in de
Eurozone in praktijk even succesvol
wordt als in de VS, valt dan ook af te
wachten.

Photo copyright: EZB-Chef
Mario Draghi auf der IX. Ludwig
Erhard Lecture, by INSM, Flickr
©20114
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Tax on capital gains: a good idea?
By M. Heegemann

T

he recent election of a new government in
Belgium has raised some heated debates
about the extension of the taxation on capital
gains. Indeed the country has no specific tax
legislation regarding those gains and has
therefore often been percieved as a “tax haven”
for foreign investors. Recently the introduction of
such a tax has thus been put back on the table by
the CD&V. The political party is trying to convince
the social partners of its necessity. Nevertheless
the debate surrounding capital gain taxation
hides another problem deeply anchored into the
Belgian tax regime: the overall high tax burden
on labor income. For many politicians, such as
Kris Peeters, a tax shift is urgent.
Tax regime one capital gains in Belgium:

Photo credit: Lendingmemo.com

How much money would a tax on capital

levied on capital gains. Nevertheless, as

gains make?

pointed out by the Flemish Voka, those
taxes are levied in an environment with

In Belgium, capital gains realized by
to

some

computation

much lower labor tax pressure as in

individuals are not taxable if the latter

According

are not engaged in business activities.

realized by the NBB, such a tax would

However some exemptions exist. The

theoretically allow the collection of €8,7

latter depend on the type of asset on

billion if computed on the entire financial

which the capital gain is realized, but

property at a 25% rate. If one focuses

also the time frame in which those are

attention on capital gains realized on

The tax pressure in Belgium is unequally

sold. For example, a tax amounting to

shares, the number would be €5,2 billion.

split between the various categories of

33% is levied on speculative transactions

This accounts for more than 1,4% of the

outcome.

and for undeveloped property sold within

Belgian GDP. Nevertheless this assumes

gains strongly remain below average in

five years of acquisition. Corporate capital

the realization of all theoretical capital

Belgium.

gains are taxed at 8% .

gains which seem not to be credible

Belgium.
An introduction to the tax shift:

Especially, taxes on capital

because o the numerous tax exemptions

This advocates thus for the necessity of a

The current system is complicated as the

in the Belgian legislation. It should also

tax shift in Belgium. In the next issue of

tax administration can decide to not tax

be noted that, when looking at past

the Solvay Student review we will outline

a capital gain because it believes that

experiences by the American and British

the tax shift issue in detail and present

the investor has realized the transaction,

government, such a tax is highly volatile.

a precise analysis of potential solutions.

from which the gain resulted, under

So the real potential of a tax on capital

due diligence. This term is nonetheless

gains remains narrow.

excessively narrow. Additionally it can be

To join the debate visit
solvaystudentreview.com

quite burdensome for the administration

Taxes on capital gains are levied in

to verify when exactly an investor has

numerous countries. For example the

acquired and sold an asset.

United Kingdom applies such a tax since
1985. France also has this type of tax:
16% + 15,5% social contributions are

Tax on capital gains: a good idea?
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Nigeria to become Africa’s
largest economy

By Caroline Franzen and
Fabienne Georges

N

igeria certainly is one of the most

seems to be reducing the gap between its

million barrels a day.

promising African countries in terms

biggest regional rival.

Nevertheless, the other side of the coin

South Africa as Africa’s largest economy

As an OPEC member, Nigeria is also a

is that pollution is rising with these

in 2012 when it rebased the data used

major crude oil exporter. In fact, to be

growing exports in oil. The production

to calculate the GDP in order to give

more precise, it is Africa’s biggest one. Oil

of oil is often careless and unmonitored.

a more current representation of the

and gas account for 14% of Nigeria’s GDP

With regard to these environmental

economy. Those new figures do not mean

and 90% of export revenues. In addition,

problems, firms such as Shell are said to

that Nigeria is suddenly producing more;

93% of the whole value of exports is

be responsible for 70% of oil spillages. In

only now, more modern sectors such as

from petroleum and there are still huge

addition, Nigeria’s whole economy relies

telecommunications, IT, airlines and its

oil and natural gas resources that can be

on their oil exports and they have huge

flourishing film industry, Nollywood, are

exploited. In August 2014, Nigeria’s crude

potential to become a growing economy

included.

oil production rose to 2.52 million barrels

based on their affluent natural resources.

According to the World Bank, South

a day. Even though the government would

Moreover, there are concerns about the

Africa’s GDP has declined since 2011;

like to increase its production to 4 million

dropping oil prices and that Nigeria’s oil

whereas Nigeria’s GDP has risen for the

barrels a day until 2020, Energy Aspect

exports could decease due to the Ebola

whole period observed. Nigeria thus

foresees a decline to an average of 1.8

disease.

of development prospects and GDP
growth. Nigeria is Africa’s number one
country in GDP, population and crude oil
exports. Large multinational companies
such as P&G and Nestle seem to be
confirming this impression by entering
the

market, opening

factory plants

and expecting huge increases in sales.
However, corruption is not helping the
poorest among the country and therefore
Nigeria remains one of the 20 poorest
countries in the world.
Concerning the GDP, Nigeria bypassed
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Nigeria

Rest of the world
and

provides work for more than 200,000

a poor infrastructure are having a

people, and indirectly for more than

negative impact on the per capita

one million. Many of these movies

growth performance. The price of doing

are financed with local support, but

business soars up to 40%, with these

there have been cases where larger

power shortages. The power supply in

corporations and banks have also started

Nigeria is the worst in Africa in terms of

to support Nollywood.

efficiency and operating costs. Increasing

Furthermore, another

the power supply to the standards of the

the country is the political instability.

neighbouring countries’ middle-class

The rebel group Boko Haram, which is

regions would boost annual growth by

linked to all the kidnappings in northern

4%. The problem is that most of the

Nigeria, is fighting for governance

roads, power stations, railways, airports

under the Sharia law, which broadly

and other public services appeared in

means “rejection of Western education”.

the 1970s when the price of oil spiked

Of Nigeria’s 36 states, a third of them

and the country flourished from its oil

are ruled by the Sharia law and many

boom. However, succeeding parties in

people have died in this religious

power did not pursue the same policy

conflict.

and shied away from investing further

South are divided. Whereas Christians

in infrastructure. As a result, Nigeria

implemented schools in the South, the

has to cope with a proceeding decay

Muslims in the North did not allow

of the existing infrastructure. National

them to open up schools there as well.

development plans have been initiated,

This results in critical economic and

but they were not well executed.

educational imbalances.

Another sector that is becoming more

To sum up, Nigeria is clearly catching

and

Nigeria’s

up on South Africa and is reaching out

identity, is

to be the largest economy in Africa.

“Nollywood”, Nigeria’s film industry. In

Alongside its attempts to diversify, such

2009, Nollywood surpassed Hollywood

as Nollywood, Nigeria is also trying to

as the world’s second largest film

find other channels of income, outside of

industry in terms of number of movies

oil production, although oil remains the

and is now closing the gap to India’s

main source of income. Nevertheless, the

Bollywood. Most movies are produced in

country is still facing severe difficulties,

their local language and are low budget

such as political instability, which have

– Nollywood is more about quantity

to be tackled.

In

addition, power

more

shortages

important

economy, but

also

its

for

drawback

for

Fabienne Georges Caroline Franzen

Moreover, the North and

than quality – but some productions are
in English, necessary for the expansion
to the rest of world, and are made with

To join the debate visit

bigger budgets. These have received
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good criticism at international film
festivals. However, these higher quality
and higher cost productions barely
generate a profit. Nevertheless, these

Photo copyright: Victoria Island,
Lagos, by IOpenUpEd, Flickr
©2014

movies may be what Nigeria needs to
attract more international attention to
its film scene.
According to Nigeria’s Finance Minister,
Ngozi Okonjo-Iweala, Nollywood directly
Nigeria
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China vs. Pollution

By L. He, C. Trinh

K

nown as the world’s largest emitter of the
greenhouse gas carbon dioxide yet the
greatest investor in renewable energy, China’s
explosive growth is damaging its environment.
It has not been until now that the government
began to take aggressive action to tackle this
problem. In April 2014, the government amended
the country’s environmental protection laws and
imposed tougher penalties for polluters. The law
will establish „environmental protection as the
country’s basic policy.”

According to a report issued by the

To make matters worse, widespread air

merely 8% of the country’s total area,

MEP (China’s Ministry of Environmental

pollution has put extra pressure on China’s

but are responsible for 55% of national

Protection), in the past two years, only

limited water supplies. In addition, the

steel production and 52% of gasoline and

3 out of 74 cities were able to meet

farmland is contaminated by pollutants

diesel.

China’s new air quality standards. The

such as cadmium and arsenic.

The country’s economic growth has long

MEP also indicated that pollution was

All in all, China is now facing a massive

been fed by coal, which is also known as

most severe in the Beijing/Tianjin/Hebei

environmental degradation which could,

the main culprit in the degradation of air

area (BTH). The average amount of fine

in return, wreck its economy.

quality. Even though energy efficiency has

Why is it that bad?

improved, China still accounts for about

particles, known as PM2.5 level (particles
with a diameter of 2.5 micrometres or
less, which can embed themselves deep
in the lungs), and among these cities
was ten times higher than the World
Health

Organization’s

recommended

standard. China’s air pollution situation is
“extremely severe” and has “long exceeded
environmental capacity.”
As a popular joke goes in China, with thick
noxious haze shrouding the cities, you
can barely see your dog while walking it,
but can only see the rope that is tied to it.
Pollution has become the main cause of

one-third of the world’s greenhouse gas

social unrest in China. People in China are
unhappy because air pollution is leading

China has always been a resource-hungry

emissions. The price of coal is cheap and

to systemic damage to their health. In fact,

dragon. The uneven distribution of its

China has been using coal to produce 69

life expectancy is supposed to decrease,

natural resources has only exacerbated

percent of its energy.

especially in large, northern cities. Some

the problem. The three main regions of

Another reason is the staggering pace

Chinese people humorously remark that

Beijing/Tianjin/Hebei (BTH), Yangtze River

of urbanization. Over 55% of China’s

at least air pollution makes them more

Delta (YRD) and Pearl River Delta (PRD)

population is drawn to urban areas by

equal, since everyone is suffering, whether

that the current pollution action plan

both the expectation of higher incomes

he is rich or poor.

has primarily focused on, have occupied

and the scarcity of cropland relative to
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the rural population. Since urbanization

new environmentally friendly China, led

is seen as a crucial way of rebalancing

by new leaders, will impress the world

China’s economy by increasing domestic

with stringent laws for its environment.

consumption, it will be difficult to slow

Change is hard and change is slow. After

down its rate.

all, implementation is everything.

What has been done & what will the
future bring?

To join the debate visit
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As a matter of fact, several measures
have already been put in place (you
wouldn’t use the verb ‘to do’ with Research help by Caroline Franmeasures’) to redress the environmental zen, Fabienne Georges
consequences of rapid industrialization
and urbanization. In some big cities, Photo copyright: Pollution, by
vehicle restriction rules have been Sheila, Flickr ©20074
imposed in order to reduce car emissions,
as well as decreasing traffic jams. Take
Beijing as an example. Since the 2008
Olympic Games, it officially issued an
odd-even car ban, requiring alternate
driving days for cars with odd- and
evennumbered license (the British term
for this is ‘registration plates’) plates. This
cut down the number of private vehicles
by about a half. Moreover, Beijing was

Liou He

the first city to adopt car purchase
restrictions. Since 2010, before people
can purchase a car, they have to first
win the right to do so, just like a lottery.
Over the years, car restrictions have been
covering more and more cities in China,
with stricter controls.
Chinese Premier Li Keqiang declared
in 2013 at the Davos World Economic
Forum that China won’t take the
“treatment after pollution” formula and
shouldn’t pursue economic growth at the
expense of the environment. Later that
year, China’s National Action Plan on Air
Pollution Control was published by the
State Council, which included tougher
standards, higher

goals, and

more

concrete measures. The target sector is
coal-fired power plants, energy saving
policies and road transport. Hopefully, a
China vs. Pollution
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The promise of India

By A. Badaya

O

n 26th May, 2014, the nation of
India welcomed their New Prime

Minister, Narendra Modi, to the helm. His
overwhelming mandate was considered
to have been partly won due to his
excellent economic acumen and proven
excellence in economic administration.
The highly controversial Prime Minister
made ambitious promises to the Indian
citizens about better human development
and economic reform of the country.
From 2002 until 2008, India enjoyed an
average growth rate of 9% which was
major challenges.

stunted by the 2008 world economic

to appeal to all the people world over,

crisis. The nation bounced back and

from the ramparts of Red Fort, „Come,

showed a 10.26% growth rate in 2010.

make in India”, „Come, manufacture in

In recent years, inflation has been a

Nevertheless, recent political instability

India”. Sell in any country of the world

major problem for the economy. The

and numerous billion dollar scams have

but manufacture here. We have got skill,

government has imposed regulations on

hurt economic sentiment in the country,

talent, discipline, and determination

export restrictions and food hoarding.

reducing growth to 4.74% in 2012. The

to do something”, he emphasized in his

The main problem lies in structural

new Prime Minister has vowed to get

speech on their Independence Day. The

deficiencies though, which may take

India back on the right path, to continue

government’s recent fiscal budget shows

some time to resolve. The inflation has

its quest to become an international

a bigger leap towards the encouragement

decreased, yet there is a long way to

superpower.

of foreign investment in the country

reach the optimum level.

as the composite cap was raised to
This year, the Indian economy aims to

49%. The Prime Minister has also been

Fiscal Deficit and inefficient allocation

overcome the sub-5 percent growth

rumored to raise the FDI cap in defense

have also been major problems for the

of GDP experienced since 2012. The

to 100% following his recent diplomatic

country, hence the current government

industrial sector has particularly suffered.

trip to the USA. He has recently approved

has taken a stance in favor of the

However, the promotion of the industrial

the formation for the new BRICS bank,

removal of harmful subsidies. However,

sector has been one of Modi’s key focuses

while his recent visit to Japan resulted

the government’s eyes may remain

in his reign as Chief Minister of the state

in Japan promising $33 billion in

on its target of $41.32 billion. These

of Gujarat. The Prime Minister said, “I want

investment. However, the country faces

moves have been greeted positively by
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economists, who support it as a curbing

show promise.

measure to the dramatic fiscal deficit of
the nation.
A fall in crude oil prices has been

To join the debate visit

opportune for the Modi government.
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The change in prices will certainly
help to curb the large Current Account
Deficit of the country, while allowing
the country to project a growth of 7.5
% in the fourth quarter of 2015. The
reserve bank has given way to monetary
easing to aid the growth, while policy
administration has been in reform
as well. The Planning Commission,
one of the key bodies in determining

A. Badaya

economic policy administration, was
dissolved and replaced with the new
National Institution for Transforming
India (NITI). At the helm of the growth
plan is the “Make in India“ initiative
which promises to revolutionize the

Photo copyright: Sunrise at Taj,
by Koshy Koshy, Flickr ©2014

industrial sector. Modi has vowed to
cut down on red tape bureaucracy
and fiscal difficulties to ease business
operations, while the M.I.I. initiative’s
plans for 17 investments and industrial
zones have led to excitement in the
economy. Moreover, the Fiscal Budget of
2014 allotted $1.2 Billion to 100 new
Smart Cities that may be crucial to the
future growth and modernization of the
economy.
The country of India shows great
promise for the future and shows
confidence in the new visionary leader
at the helm. India, today, represents a
potential economic superpower with
1.2 billion consumers and workers. The
country boasts of the third largest army
on the planet and shows promise in
wielding great political and economic
influence across the globe in decades to
come. It may be too soon to conclude if
Mr. Modi can boost the country’s claim
to global dominance, but early results

The promise of India
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Competition laws regarding cartels
in times of economic crisis

By R. Invijajev

T

he occurrence of an economic downturn disturbs the
normal patterns of behaviours of economic players,
in both private and public sectors. As was seen during
the economic crisis of 2008, central banks and national
and European authorities tried to overcome the crisis
through various methods intended to help the private
sector get out of difficulty. This article tries to analyse,
from an historical, legal and economic point of view the
use of a lenient policy toward cartels as a step to check
a structural economic downturn.

Historical approach: overview of crisis

In the meantime, in the United-States,

aimed to reduce structural overcapacity .

cartel policies

Franklin Roosevelt’s first administration

This latter may be considered as proven

started the “New Deal” policies in order

“where over a prolonged period all the

Using cartelization to help tackle an

to tackle the Great Depression, which

undertakings

economic downturn was the position

had been going on since the Wall Street

experiencing a significant reduction

adopted by many different countries

crash in 1929. As part of this economic

in their rates of capacity utilization,

throughout the 20th century although

reform,

government

a drop in output accompanied by

some were more permissive than others.

favoured the development of cartels

substantial operating losses and where

under the aegis of federal authorities.

the information available does not

In Germany, during the inter-war years,

In exchange for a label intended for

indicate that any lasting improvement

cartelization was considered by German

consumers, the government expected

can be expected in this situation in the

governments as a way to improve

to convince the firms within the cartels

medium-term” .

economic production with a view to

to respects its regulations. Nevertheless,

fulfilling the obligations set out in the

shortly after the system was set up,

In Japan, during the second half of the

Treaty of Versailles . As a result, enormous

consumers’ enthusiasm for the label

twentieth century, prosecution against

industrial cartels grew up and controlled

failed, diminishing its importance for

cartels was not a main concern for

key sectors of Germany’s economy (such

the firms . Eventually, the Supreme

the Public Authorities as only a few

as coal, steel, paper etc.). Even after the

Court of the United States ruled the

cases of companies being sentenced

hyperinflation period for which cartels

National Industrial Recovery Act, which

were reported . Furthermore, Japanese

share some of the responsibility , the

was implemented the pro-cartelisation

antitrust law provided exemption cases

Weimar Republic did not adequately

policy unconstitutional .

for cartels that the National Authorities

the

American

concerned

have

been

used during periods of crisis as part of

tackle seriously the problem. In the
1930s, the new National Socialist regime

In the European Community, after the

their industrial policy . In the late 1990s

considered cartelization as part of its

recession of the 1970s, the European

however, permissiveness toward cartels

“state regulated economy” policy, which

Commission established some criteria

diminished as a result of a global trend

was similar to that of other totalitarian

to identify the cartels that could be

around the world, which led to more

regimes in Italy and Japan .

granted an exemption. As a result, “crisis

frequent prosecutions by the Japan Fair

cartels” were treated with lenience only

Trade Commission.

in situations where these agreements
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Legal

approach:

provisions

under

situations of economic crisis, market

ensuring that no any efficient actor

forces do not ensure a reduction of

will be affected . To fulfil the second

the least profitable surplus capacity.

condition, the parties will need to prove

Under European Union competition law,

Nevertheless,

position

that other means, such as mergers and

“all agreements between undertakings

adopted by the Commission during

acquisitions, specification agreements

(…) which may affect trade between

the economic downturn in 2008, the

or market forces alone will not lead to

Member States and which have as

topicality of this reasoning is no longer

a solution to the overcapacity problem.

their object or effect the prevention,

as obvious. In fact, after the occurrence

restriction or distortion of competition

of this crisis, prosecution against cartels

Economic

within

dilemma

European law

since

the

approach:

the

prisoner’s

are

statistically increased during this period

prohibited . Nonetheless, exception may

. More directly, the former European

exist if the following conditions are

Commissioner for Competition stated

Nevertheless, it

fulfilled:

about crisis cartels that “There may

that in times of economic crisis,

be many temptation in 2009 to cut

cartel agreements in order to reduce

to

corners, but encouraging cartelists and

structural overcapacity may be justified

improving the production or distribution

others would we guaranteeing disaster.

from an economic point of view so that

of goods or to promoting technical or

It would drag down recovery, increase

an excessively rigorous application of

economic progress

consumer harm and create more cartel

competition laws in times of economic

It allows consumers a fair share of the

and cartel cases into the future. No-one

downturn may be unsuitable.

resulting benefit

wins- today’s softness is tomorrow’s

It does not impose on the undertakings

nightmare.”

economic

The major concern deals with what

concerned restrictions that are not

downturn in itself does not affect the

may be referred to as the “prisoner’s

indispensable to the attainment of

assessment by the Commission of the

dilemma”. In fact, in situations of

these objectives;

exemption conditions laid down in

structural overcapacity, even if demand

It does not afford such undertakings the

abovementioned article 101 (3) TFEU.

falls, rival companies will maintain

possibility of eliminating competition

Furthermore, the Court of Justice has

the same level of production in the

in respect of a substantial part of the

recently ruled that a cartel agreement

expectation that one of them will

products in question.

having the objective to reduce structural

leave the market. If that happens, the

overcapacity

periods

remaining company would be able to

Thus, there is no specific exception

constituted an anti-competitive practice

use its overcapacity to actually acquire

which automatically makes any kind

by its object prohibited by article 101(1)

the market share abandoned by the rival.

of crisis cartel legal. Even during an

TFEU.

Such a situation leads to investment

-

the

The

internal

agreement

market”

contributes

Thus,

during

an

crisis

has

been

argued

and the maintenance of capacity, which

economic downturn cartels have to
fulfil these conditions in order to avoid

As a result of this strict approach, an

are not optimal with regard to the

sanctions.

exemption

abovementioned

overall economic welfare. Moreover,

article 101(3) TFEU will be trickier to

such inefficiency can be avoided if the

Given this legal framework it is worth

obtain. Basically, the parties wishing to

companies are allowed to agree with

highlighting the use of these legal rules

benefit from this exception will have

each other to reduce overcapacity.

by the European Union, especially by

to demonstrate that, on the one hand,

the European Commission, the antitrust

entering into a cartel agreement will in

However, it is important to note that in

authority on the European level, and the

fact resolve the problem of overcapacity

cases where a substantial difference of

Court of Justice of the European Union.

and be beneficial to the market and,

efficiency exists before the crisis between

on the other hand, that this kind of

the different actors, market forces may

Commission

agreement is the only solution to reach

suffice to tackle the overcapacity issue

previously adopted a lenient approach

these objectives. The first conditions

without the need of any cartel. Indeed,

toward cartels aimed at reducing

will imply a detailed analysis of the

less efficient companies will leave the

structural overcapacity, arguing that in

capacities expected to leave the market,

market allowing the strongest ones

As

stated

above, the

under

Cartel in crisis
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to maintain their production levels

Conclusion

as a subsidiary solution. Finally, from
an economic perspective, cartelisation

by recovering market share lost to
their rivals without any concern about

It follows from the considerations

in times of economic downturn makes

inefficient investments.

hereabove that crisis cartels may be

sense only in situations of structural

considered as a solution to an economic

overcapacity combined with a symmetric

In fact, a cartel may be a solution to

downturn only in very limited cases.

market structure. Hence, if the concept

reduce

overcapacity only

Broadly speaking, the historical analysis

of crisis cartels does not seem to be

in situations of symmetric market

reveals some inefficiency in the practice

banned, its use is highly circumscribed.

structures where the competitors have

of state-stimulated crisis cartels, which

similar means and features. In this kind

has led to the phasing-out of such

of situation, a long term conflict may

practices in current policy making.

arise between strong companies, which

Furthermore, in European competition

To join the debate visit

could be harmful for the economy as a

law, crisis cartels are legally allowed
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whole.

only under restrictive conditions and

Picture Copyright: Eddy Van 3000, Flickr
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Ces entrepreneurs belges qui s’exportent
Entretien avec David Decroix, propriétaire et dirigeant de la Confiserie Léopold
By A. Mahfoudh

C

et entretien est le premier de notre série
Made in Belgium, dédiée aux entrepreneurs
belges qui parviennent à se faire une place à
l’étranger et un nom sur la scène internationale.
David Decroix, patron de la Confiserie Léopold
(bien connue pour ses Cuberdons), nous raconte
son aventure et l’expansion de ses activités bien
loin des frontières du Royaume de Belgique.
L’occasion de voir de l’intérieur les obstacles et les
opportunités d’oser le Made in Belgium.

Parlons d’abord de vous. Très tôt déjà vous vous êtes lancé

J’ai donc combiné la fin de mes études avec la gestion de la

comme entrepreneur, pouvez-vous décrire votre parcours en

société que j’ai pu faire en ayant eu la possibilité de prendre

quelques mots ?

plusieurs cours en une fois. Ensuite j’ai cédé l’entreprise il y a
un an et demi. Durant la période de transition je cherchais à

Je suis sorti d’ingénieur de gestion en 2004, spécialisation

redémarrer quelque chose et je suis tombé sur les produits

fiscalité et contrôle de gestion. Au niveau des différents

Léopold que je connaissais très bien en tant que client.

business que j’ai eu, j’ai commencé par chef de cuisine à
domicile à l’âge de 18 ans et que j’ai continué durant toutes

Donc vous avez toujours été un entrepreneur. Pour vous, cela

mes études. Je faisais des repas pour 10 à 30 personnes, ce

fait-il partie de la formation à Solvay (SBS-EM) d’entreprendre ?

qui devait représenter en tout 200 couverts par an à son
apogée. En 2002, deux ans avant la fin de mes études, j’ai

Cela fait partie de la formation mais c’est très difficile

repris la société familiale qui connaissait quelques difficultés.

d’entreprendre. Je suis conscient d’être un cas à part dans la
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Business

mesure où j’ai eu la possibilité de reprendre la société familiale

la même occasion, nous limite dans notre développement. Si

dès le départ. Sinon il n’est pas facile de l’être. On doit avoir

nous devions nous limiter au marché belge, nous ferions un

cela dans le sang et démarrer très tôt son business, sans être

chiffre d’affaires de 250.000€.

soumis à des obligations familiales, à l’’emprunt de la maison,
etc. Sinon cela devient de plus en plus difficile de se lancer

En somme, si nous voulons croître, soit nous augmentons la

en ayant une famille à charge. Dans ces moments-là il faut

gamme de produits sur un territoire donné, ce que nous avons

attendre que les obligations familiales s’allègent pour essayer

fait avec la guimauve et la confiture, soit nous exportons la

de se lancer.

gamme existante et nous l’exportons sur d’autres marchés, ce
que nous avons fait aussi.

Avez-vous un conseil à donner à ceux qui voudraient se lancer ?
Concrètement les entrepreneurs qui voudraient se lancer
Essayer ne coûte pas grand-chose. En Belgique on peut essayer

sur des marchés extérieurs doivent-ils travailler avec des

à moindres coûts, beaucoup de possibilités sont ouvertes.

travailleurs locaux ? Comment doivent-ils s’y prendre ?

Participer aux concours de business plans, pour avoir des
critiques avant de se lancer, cela peut également permettre

Premièrement, lorsque j’étais fabricant de crème glacée, la

d’avoir un peu d’argent pour pouvoir se lancer en cas de

stratégie a toujours été de travailler avec un distributeur local

Business plan « gagnant ».

qui s’occupait de la distribution, cela se faisait dans les pays
limitrophes : Luxembourg, Hollande et France.

Parlons des exportations de la Confiserie Léopold. L’histoire du

Ensuite lorsque l’on part plus loin, il est important de continuer

cuberdon est très ancienne, aussi vieille que la Belgique, mais

à travailler avec un distributeur local, du moins dans un premier

vous l’avez modernisée.

temps je pense, car un consommateur belge n’a pas les mêmes
exigences, ni les mêmes attentes à propos du produit qu’un

À la base, la Confiserie s’appelait J&S (fondateurs de la société).

consommateur japonais par exemple.

Démarrée il y a 3ans et demi, je l’ai reprise l’an dernier. Notre
premier objectif a été de renommer la société en Confiserie

La difficulté est de trouver le bon partenaire et ne pas s’enfermer

Léopold. Par le passé, la seule marque utilisée était Cuberdon

avec un partenaire à cause d’un contrat mal négocié.

Léopold, avec un marketing bien fait autour du produit créé

Dans votre cas, vous avez un partenaire pour la distribution,

au moment de la naissance de la Belgique sous le règne de

mais vous êtes toujours en Belgique.

Léopold I. Nous l’avons fait évoluer en Confiserie Léopold en
anticipant une diversification produit débutée avec la guimauve

Oui, notre production se fait toujours en Belgique chez

fin 2014.

des artisans qui travaillent pour nous et qui produisent nos
cuberdons, nos sirops etc. Avec une recette qui nous est propre

Comment êtes-vous passé de cette stratégie locale à une

et des ingrédients spécifiques que nous leurs fournissons dans

stratégie qui s’oriente plus vers l’exportation vers les pays du

certains cas. Les contrôles de qualité et l’emballage se font

Moyen-Orient et d’Asie ?

dans nos ateliers.

Il s’agit là d’une nécessité. Premièrement, Confiserie Léopold

Vous parliez de goûts différents selon les pays. Nous savons

et le cuberdon font partie d’une marque premium, c’est-à-dire

que par exemple Coca-Cola adapte sa recette en fonction des

d’un produit d’une qualité supérieure fabriqué artisanalement,

pays, avez-vous ressenti la nécessité de le faire également ?

avec un packaging adapté. Mais l’un des éléments clé se trouve
être la distribution. Idéalement, nous devrions travailler avec

Jusqu’à présent nous n’avons pas du le faire mais par contre

notre propre distribution comme le font la plupart des marques

nous travaillons actuellement avec une clientèle japonaise, qui

comme Cartier, Nespresso, etc. pour pouvoir maîtriser jusqu’au

a des spécificités propres et qui demande d’avoir une confiserie

dernier maillon. Nous ne pouvons pas le faire, car nous sommes

moins sucrée et un parfum moins fort, ce qui n’est pas évident

encore trop petits. Notre maîtrise de la distribution se fait par

en confiserie.

une sélectivité des points de vente qui de facto nous limitera
sur le marché belge à 150 ou 200 points de ventes. Ce qui, par
Sources
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Avez-vous des pays en dehors du Japon que vous viseriez

création et traduction de site internet, réalisation d’études

dans les prochains mois ou prochaines années ?

de marché, etc. Je le constate : sans ces aides nous ne

Nous avons actuellement deux stratégies, la première est

pourrions pas entreprendre certaines démarches car trop

que nous allons nous étendre aux pays voisins. D’un point

couteuses pour une TPI.

de vue logistique c’est beaucoup plus facile. Ce sont des
pays qui ont des habitudes de consommation relativement
proches mais pas identiques et que nous pouvons livrer de

Pensez-vous alors que dans les prochaines années, la

manière directe.

Belgique arrivera à maintenir ce niveau d’innovation, à

Ensuite nous avons une stratégie de grande exportation

rester au top ? En fait-on assez au niveau politique ?

sur certains pays typiquement porteur, soit dans notre
cas le Japon parce que nous avons beaucoup à apprendre

Il s’agit ici du véritable défi à relever. Je crois qu’on

des Japonais. On dit qu’une fois qu’on arrive à exporter au

peut toujours mieux faire. Les entrepreneurs passent

Japon, on peut facilement exporter dans le reste du monde

trop de temps dans des activités sans valeur ajoutée,

! Nous ciblons également d’autres pays qui possèdent des

administratives,… Heureusement à l’export nous sommes

pouvoirs d’achat particuliers, comme par exemple le Qatar,

bien soutenus. La Wallonie commence à se réveiller.

Dubaï ou les Emirats Arabes Unis. Nous partons d’ailleurs

Cela dépendra très fortement des priorités mises par les

en mission princière en mars dans ces 3 pays.

gouvernements aux différents niveaux de pouvoir…

Dans la recherche de luxe et d’excellence, nous pouvons
citer comme marques Exki ou AB Inbev. Nous voyons
que la Belgique est également leader dans d’autres
secteurs, notamment la chimie. Pensez-vous que l’une des
caractéristiques de la Belgique est justement de rechercher
l’excellence et la qualité plutôt que la compétitivité sur les
prix ?
Pour moi Ab Inbev, je le mets un peu à part pour citer
d’autres exemples comme IceWatch, Pain Quotidien, Exki.
AB Inbev est un acteur dominant qui partait d’une situation
d’acteur dominant, dans cette position il est évidemment
plus facile d’accroitre sa position dominante. Je ne connais
pas suffisamment l’histoire du brasseur d’avant Interbrew
pour m’exprimer.
Actuellement, nous sommes dans un environnement
mondialisé dans lequel la main-d’œuvre est excessivement
chère chez nous. Il est évident que la Belgique ne peut

To contact the author :

concurrencer la Chine, l’Inde,… sur un produit seulement «

Alexandre.Mahfoudh@ulb.ac.be

Labor Intensive ». Il faut plutôt se tourner vers l’innovation,
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la recherche, la création de produits à haute valeur ajoutée,
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la haute technicité. Ici, pour le cas du Cuberdon, c’est un
produit très difficile à fabriquer parce qu’il exige beaucoup
de temps et du savoir faire.
En Belgique nous avons la possibilité d’avoir des aides des
régions relativement importantes (grâce à l’AWEX pour
nous qui sommes installés en Walonnie). Aides financières
pour des voyages, des participations à des salons, la
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