Issue No. 31 University of Edinburgh Economics Magazine Autumn 2025

insight.




Letter from the Editor-in-Chief

Welcome to the 31st Issue of Insight Magazine!

I am thrilled to introduce ‘Checks and Imbalances, an issue dedicated to the mounting pressures
confronting post-war economic institutions and the challenges they have struggled to resolve.
In this issue, our writers explore deteriorating fiscal positions, structural shifts in global reserve
currencies, the erosion of international governance frameworks and the overlooked realities of
domestic labour in Southeast Asia, amongst other critical topics. We are also pleased to feature
a collaboration with Prosper Social Finance, offering a measured assessment of sustainability
initiatives across the global financial sector.

I'would like to extend our sincere thanks to the School of Economics for their continued support
of the magazine, without which this publication would not be possible. Their support empowers
students to experiment with ideas, explore emerging trends and engage critically with the world
around them. Finally, my thanks also go to our writers alongside our editorial and production
teams, for their commitment and hard work in bringing this issue to fruition.

All the best,
Gabriel Pais Gaspar

The Insight Team
i“ —

Jing Chi Alisha Menon Logan McKmnon : Satvik Singla
Head of Production Editor Editor Editor
Arwa Alajami
Production Assistant

Hannah Walsh Chloe Foo Xue Qi Michelle Yu Soﬁa Arenas Cortes
Editor Editor Editor Editor

Insight is a biannual, student-produced magazine, that is kindly supported by the School of Economics.
Get Involved s the perfect platform for you to express your opinions, and to demonstrate your writing within vari-
ous economic-related topics. We welcome writers from all academic backgrounds. Contact us for more
No. 31 - Insight - 2 information through any of our social media links on the back cover.
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When Stability Breeds Instability: The OBRs
Paradox

Frederick Graham explores the advantages and limitations of the Office for Budget Responsibility, as he unpacks
whether the OBR truly is an improvement from previous Treasury forecasts.

publishes a forecast, Westminster holds its breath. An

institution designed to calm Britain's fiscal nerves has
become a source of uneasiness. The OBR was created to en-
sure responsible policy-making and give forecasts the eco-
nomic credibility that the previous Treasury-forecasts, per-
petually criticised for being too optimistic, could not. Yet
several factors in the OBR’s design and political environment
— an obsession with arbitrary headroom levels, its ability to
cause decision-making distortions, and the frequency of fore-
casts and fiscal events — mean that Britain's guardian of fiscal
stability has contributed to the country’s habit of short-term
thinking.

Each time the Office for Budget Responsibility (OBR)

Born from Panic

With the budget deficit at 10.1% of GDP in 2009, Britain was
grappling with how to take control of public finances as the
worst global financial crisis fad-
ed. To enhance the UK’s credi-
bility, and differentiate from
the previous government’s
optimistic Treasury-led fore-
casts, George Osborne created
the OBR in 2010 as an inde-
pendent watchdog producing
twice yearly forecasts on the
UK economy. It worked. Even
as borrowing climbed during
the uncertainties of Brexit and
Covid-19, there was relative
fiscal stability and investor
confidence. When Liz Truss,
now infamously, tried governing without it, markets revolted.
The 30 year government bond, a proxy for long-term fiscal
credibility, jumped by 1.5 percentage points in the days fol-
lowing the budget. The OBR’s absence proved its importance
and its authority was cemented ushering in a new era of poli-
cymaking more tightly bound by its forecasts.

Headroom Headaches

Fiscal policy in Britain rests on a number so small it would be
less than a rounding error in the national accounts. That be-
ing the fiscal headroom, the few billions the chancellor of the
day leaves aside to meet their self-imposed borrowing rules,
which dominates the policy discussions in the run up to any
budget for fear of another market revolt. Now, part of the
problem is how small recent headrooms have been - just £9.9
billion, a fraction of the UK’s £2.5 trillion national output.

Yet the real problem is the fixation on arbitrary fiscal rules
and an even more volatile forecasted headroom. The Institute

for Fiscal Studies analysis notes tvhat a 0.1% drop in pro-
ductivity assumptions would erase the ‘headroom’ entirely,
prompting ministers to tinker with taxes and spending to
restore the figure. However, the tweaking of the long-term
fiscal strategy based on a best-guess projection at the econ-
omy five years down the line seems slightly impractical.

The Scorekeeper’s Dilemma

Britain’s watchdog is influencing the game it was designed
to judge. Such is its authority that government policy is
now designed with its verdict in mind. Treasury officials
routinely propose multiple fiscal options to the body to
see which performs best — such as the decision whether
to cut income tax or national insurance. Like an overen-
thusiastic referee who blows their whistle at every tackle,
eventually the players focus less on scoring goals than on
avoiding their disapproval. This dependence has bred ten-
sion. Instead of being a neutral
observer, policy decisions are
made with the OBR’s outcome
in mind. The lobbying for the
government's proposed plan-
ning reforms to be included in
the forecast demonstrates an
over-reliance on one arbiter at
the expense of ministerial au-
thority and mandate.

A Better Balance

The aftermath of the 2022 mi-
ni-budget proves that the cre-
ation of the body was techno-
cratically rational. Yet it was its success that gave it outsized
political power over government policymaking. The obses-
sion with fiscal headroom and of the OBR’s, not the coun-
try’s, tick of approval has created a paradox: the institution
mandated to ensure sensible governance has unintention-
ally distorted it.

While forecasts and fiscal rules are important, the govern-
ment should seek a balanced approach, combining short-
term prudence with their long-term goals to prevent slight
changes in the forecast leading to policy volatility. Both pol-
iticians and the media must move on from their obsession
with short term forecasts shaping long-term tax and spend-
ing decisions. Credibility based on constant ever-changing
measurement risks undermining the very stability it was
meant to secure. A government confident to look beyond
the next forecast can prove that technocracy and its long-
term vision for the country need not be at odds.
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The Price of Generosity: Can Scotland's Wel-
fare Model Withstand a Fiscal Squeeze?

examines Scotland’s mounting fiscal challenges, exploring whether the nation’s
commitment to universal public services can endure within a tightening fiscal framework

en the Scottish Parliament reconvenes fol-
lowing the Holyrood elections on 7th May,
129 newly elected MSPs will enter the de-

bating chamber facing the toughest financial challenges
since the advent of devolution in 1999. According to the
latest forecasts from Scotland’s independent economic
forecaster, the Scottish Fiscal Commission (SFC), by the
financial year 2029-30, the Scottish Government will be
facing a predicted £4.7 billion black hole in its £68 billion
budget. Bound by the current fiscal framework, MSPs
will face a harsh choice: cut spending or raise taxes.

This looming black hole stems from both the limits of the
current Scottish fiscal framework and the political choic-
es that have shaped spending since 1999. Around 60% of
the Scottish budget is received from the UK Government
through the block grant or the Barnett Formula. The
other 40% is raised from taxes devolved to the Scottish
Parliament, primarily in the form of Scottish income tax.
Currently, the Scottish Government is permitted to bor-
row up to £450 million for day-to-day expenditure and
up to £3 billion for capital spending.. To unilaterally raise
revenue, the Scottish Government is highly dependent
on income taxes.

Since the creation of the Scottish Parliament in 1999,
the Scottish Government has been run by parties of the
centre-left. The Scottish Labour and Liberal Democrat
parties ran a coalition government until 2007, and since
then the SNP has been in charge. From 2021-24, it also
brought into government the Scottish Green Party. All
these parties have backed the principle of universalism
in public services: everyone, regardless of income or
need, receives the same service for free. This has resulted
in Scots being able to take advantage of services such as
free prescriptions, personal care, university tuition, and
bus travel for under-22s or over-60s. Very few of these
services exist for free in other parts of the UK, meaning
the Scottish Government must find the revenue to pay
for them from within its existing budget; there is no extra
revenue received to fund this.

Following the 2014 Scottish Independence Referendum,
representatives from the five Holyrood parties formed
the Smith Commission. The commission’s remit was to
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decide what new powers were to be devolved to the Scot-
tish Parliament. Some of the most significant powers de-
volved were the complete power to set income tax rates
and bands (except for the personal allowance). Control
over several welfare payments were also devolved, in-
cluding all disability payments and the power to create
entirely new schemes.

Devolution of income tax meant that, for the first time,
Scotland was responsible for raising a significant share of
its budget. Since the tax powers came into force in April
2017, the SNP Government has repeatedly reformed
the Scottish rates of income tax. What that means today

is that anyone earning more than £30,318 a
year in Scotland (approximately the medi-
an UK income) will pay more in- come tax

than if they lived in another part of o)
ed Kingdom, whilst anyone below &
that figure pays slightly less than their &
UK counterparts. Under the most re-

Table 1: Scottish Income Tax Bands

Name of Band | Band (£) Rate of Scottish
Income tax
Starter 12,571 - 15,397 [19%
Basic 15,398 - 27,491 |[20%
Intermediate | 27,492 - 43,662 |21%
Higher 43,663 - 75,000 |42%
Advanced 75,001 - 125,140 | 45%
Top Over 125,140 48%

Table 2: United Kingdom Income Tax Bands

Name of Band [Band (£) Rate of UK
Income Tax
Basic 12,571 - 50,270 [20%
Higher 50,271 - 125,140 | 40%
Advanced Over 125,140 45%




These higher rates of tax have resulted in an extra £1.7
billion per year in revenue for the Scottish Government.
However, this extra revenue is being generated from a rel-
atively weak tax base with a large proportion of revenue
being generated from a small number of higher earners.
The most recent set of data relates to the 2023-24 tax year
before the introduction of the Higher rate and increases
in the Top rate, but what we can see is that 0.8% of Scots
pay the 47% rate yet supply 17.8% of all income-tax re-
ceipts, the broader 42% band covers 17.3% of taxpayers
and delivers 46.4%. So in Scotland, we see that one-fifth
of the population pays nearly two-thirds of its income tax.
Estimates from the SFC when the 2024-25 budget was
published in December 2024 show that, after behaviour-
al changes were considered, the introduction of the Ad-
vanced rate was estimated to raise £74 million, a figure
approximately half of the static costs. For the increase in
the Top rate to 48% pre-behavioural change, this measure
should have raised £53 million, but the SFC estimated
that it would, in fact, raise only £8 million, supporting the
theories of prominent economists such as the infamous
Laffer curve. Any increase in the tax bands — especially at
the higher levels — is unlikely to bring in significant levels
of extra revenue. Indeed, at this year's SNP conference,
| Finance Secretary Shona Robison admitted as much, say-
». ing, “I think we've reached the limits of what we can do

e o
‘ & around income tax and therefore we need to look
R A
The devolved welfare system is a

beyond that”
™, 5 - more generousand therefore cost-
lier one compared to thatin the
rest of the UK. As elsewhere
post-Covid, Scotland has
seen arapid increase in la-
bour-market inactivity,
due to individuals being
‘ long-term sick or disabled.
The Scottish & Government is responsible
for the welfare payment to these individuals,
called the Adult Disability Payment (ADP). As of April
2025, 476,295 people were in receipt of ADP, represent-
ing a 50% increase since March 2022. Over the same pe-
riod in the rest of the UK, there was a 32% increase. This
now costs the Scottish Government £3.6 billion annualy.
The funding the Scottish Government receives for ADP
is based on the UK's equivalent Personal Independence
Payment (PIP). The number of people in receipt of ADP
is 33% higher in Scotland than under PIP, resulting in
the Scottish Government spending at least £381 million
more per year on ADP than it receives from PIP block-
grant adjustments. Using powers from the 2016 Scotland
Act, in February 2021 the Scottish Government intro-
duced the Scottish Child Payment to tackle child pover-

primarily
diagnosed as

ty. Under the scheme, low-income families receive £27.15
per week for each child under 16. The benefit has no UK
equivalent, so the Scottish Government must fund it from
its own budget. In the last financial year, the total cost was
£457 million.

In addition to higher welfare spending, the size and cost
of the public sector also adds significant pressure to the
Scottish budget. Scottish public sector employment ac-
counts for 22% of the workforce compared to 17% in Eng-
land and the median hourly wage for these employers is
about 5% higher compared to the rest of the UK. This gap
opened after 2019 and widened sharply in 2023 and 2024.
This is because, to avert public-sector strikes, the Scottish
Government agreed with trade unions on large, infla-
tion-busting pay increases that were far higher than those
awarded across the rest of the UK. The additional cost of
having a larger and better-paid public sector ultimately
must come out of the Scottish Governments own budget.
Even if the Scottish Government were to match the per-
centage increases in a given year awarded to the public
sector workers in the rest of the UK, the revenue received
through the block grant would not be enough to cover the
cost due to the higher baseline levels of both pay and staft
Given that staffing costs account for half of the overall rev-
enue budget of the Scottish Government, if cuts are to be
made, it is likely that the size of the public sector will have
to be reduced. Indeed, this is something that both current
finance secretary Shona Robison MSP and her predeces-
sor, deputy first minister Kate Forbes, have acknowledged.

Scotland’s £4.7 billion black hole is the end result of a po-
litical culture in which successive devolved governments
have implemented generous social policies without secut-
ing long-term funding. Given the limitations of the cur-
rent fiscal framework, the next Parliament will fage
cult decisions regarding which social program
and which to cut. MSPs will face choices such

with.
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Double it and Give it to the Next Person:
The challenge of fiscal responsibility during Colombia’s 2026 election

Jaroslav Vlasak examines Colombia’s game of fiscal hot potato, where every administration spends beyond its
means in order to ensure its re-election.

olombia is playing a dangerous game of hot potato  ly politicised congress which would chall
as it enters its 2026 electoral cycle. As Gustavo  taxes, especially as they approach an elect riod. This
esidency comes to an end, the country’s  increase in expenditures is an attemp
ndition is at the center of precandidates the achievements of his coalition, Pac
ategy. In 2011, Colombia enacted a {8 eaches the end of his term. The tend
rule that c®ped pablic debt to 70% of GDP and d pcrease their expenditures dugliae electoral cycles goes
exceed deficit .08%. Since then, the fiscal r pnd Colombia as developig Ries increase pri-
been broke two times, effectively al v deficits by around 0.6 g Pints of GDP dur-
the governme borrow without limit. H ectoral cycles, an ef to be cumulative.

Petro’s predecess® g in response to the
ID crisis in 2020, a . in 28 o finan pctoral ke
social spending intere
capsulated within ColomB
a highly polarized environ
right describe the situation as g
describe it as a heyday, a point of

Pility innately holds unpop-
hile there is a consensus on
andidates continue to be silent
redundancies should be targeted.
the fact that a significant amount of
to embellish fiscal responsibilit out by Petro relate to actions polit-
remains as fiscal responsibilit onstant increases to minimum
cycles due to the interest of tipa il ] ; eXpAMMONEBf pension coverage, and mas-
the innate political unpopull@Tity d of ser¥ices contracts are political
f y targefs of fiscal cuts given how
pter bﬂée. Candidates abroad have
on promoting fiscal responsibility,
gcent example. Yet unlike Argen-
isis as the impacts of high fis-
pn led growth have cushioned
ment. As economic instability is
han an active one, maintaining
bases such as government em-
{ voter groups has led precan-
Specifics when dictating where
pdidates also run on the basis of
tors such as security and other
rrrrr ICTIE 10T pasoline. 2 al top clectoral debates. Such objectives limit a
a result, Colombi S| g has been demoted  candidate's policy space as it enters the electoral race.
by agencies such as ,Migody andy by one tier, “baa3”

Campaign Promises il
Attempting to fulfil his cajnpaig
his achievements, Petro
budget. Yet, his intentig
try’s fiscal capacities. Fo
form, a core tenant of his g
to expand the reach and bd
nificant challenges. Both t}
Department of Social P4
of funding and infrastru®
cal irresponsibility\such a
Colombia’s current debt a

@)
@)
'
v
o

(=]

(e
o

=
=

and “BB” respegtive y. Gt below the invest-  Colombia seems to be stuck in a trend of doubling it and
ment grade, especialligiir national ves-  giving it to the next person as Petros presidency has fur-

thered the government deficit. While fiscal responsibility
is at the top of the discussion board in the 2026 electoral
cycle, the implications it holds over both the government
in pgwer and candidates make it difficult to solve. Despite
psTuncertainty, much is still to be seen as Petro contin-
[ues epush his array of reforms in the next months and

tors lending to fiiddle i

down in pursuifgsat!
2026 national budge

tary reform to financ
Such a reform would hi
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Suing the State:

Private Courts and Public Money

Esmé Thornhill-Davis reveals how the deliberately vague phrasing of international law became a
weapon for corporations to rewrite the rules of global governance.

hen Ecuador terminated its investment

agreement with Occidental Petroleum (Oxy)

in 2006, the company sued for $1.77 billion —
exceeding the nation’s healthcare budget. Ecuador’s move
seemed justified: Oxy had sold 40% ofits venture to Encana,
another oil company, without government permission and
in clear violation of their contract. Ironically, despite Oxy’s
initial wrongdoing, the arbitration tribunal deemed the
company a victim of unlawful government interference in
its legitimate business activities.

The ruling set a dangerous precedent: corporations can
exploit vague wording in decades-old ISDS’ investment
agreements to sue states for enormous sums. As of June
2024, a total of $113 billion has been awarded against states
to investors, with over half of all such cases filed after Oxy’s
2012 award.

The Logic Behind ISDS (Investor-State Dispute
Settlement)

Foreign investors, typically publicly owned companies,
establish business operations abroad but view some
countries as Tiskier’ investments than others. Low-
and middle-income countries (LMICs) are perceived
as higher risk due to concerns about corruption, asset
seizure, and weaker institutions. These institutions
are responsible for enforcing rules, protecting private
property rights, and providing public services and util-
ities. For a mining corporation, fickle electricity sup-
ply or threats to business property create operational
risks that might deter them from establishing in that
country in the first place. Nevertheless, ‘risky’ coun-
tries can attract investment by credibly signalling their
trustworthiness.

Enter ISDS, an obscure set of rules that allows foreign
investors to directly sue countries for violating their
investor rights. Signing onto ISDS is marketed by or-
ganisations like the World Bank’s ICSID (Internation-
al Centre for Settlement of Investment Disputes) as a
commitment device that makes a country more attrac-
tive for Foreign Direct Investment (FDI).This might
seem like a neat economic solution to a classic prison-
er’s dilemma situation: the country attracts more FDI,
investors gain safer entry into new markets, and both
parties gain more than they would have when they dis-
trusted each other.

No. 31 - Insight - 10

The Big Imbalance

The way the ISDS system is set up makes it one of the most
overtly biased parts of the global economic system.

The main criticism is the major imbalance between the
rights of investors vs states. Investor rights are set out in in-
vestment agreements between the investors home state and
host state. Most agreements grant foreign investors the right
to “full protection and security’, “fair and equitable treat-
ment’, and the right not to be “directly or indirectly expro-
priated” without full compensation. The vagueness of the
protection is purposeful and critical.

Forinstance, what constitutes “fair and equitable treatment™?

In line with its Paris Agreement commitments to reduce fos-
sil fuel emissions, Italy banned oil drilling within 12 miles of
its coastline. This led to Rockhopper Exploration successful-
ly suing Italy for £210 million in 2022 for introducing a pol-
icy that would affect their future earnings. In this instance,
“fair treatment” of Rockhopper was not being subject to
critical environmental laws. The right to compensation for
‘expropriation” allowed Rockhopper to sue for the current
value of their investments, £33 million, but also the future
value of their investments, £177 million. In other words,
Rockhopper could sue for damages equivalent to whatever
they claimed was going to be the company’s projected profits
over the next 20 years. This is not an isolated concern. ISDS
is written into the Energy Charter Treaty (ECT), signed by
53 countries, including the UK. This means energy com-
panies investing in any of these countries can sue over the
passing of similar environmental policies.

Regulatory chill is therefore another potent consequence of
ISDS.

The average cost of legal fees per case is $8 million and the
average duration of proceedings is 3.5 years. Knowing this,
investors may sue countries even when they know they will
lose to delay the passing of undesirable regulations and to
discourage other countries from passing similar legislation.
Tobacco company Phillip Morris, employed this tactic in
2011, suing the Australian government for $4.1 billion for
mandating plain cigarette packaging with graphic health
warnings. Phillip Morris argued that the public health



measure breached its investment agreement with Australia
because it would damage its marketing and company profits.
Even though Phillip Morris lost, the case continued until
2015 and delayed the states ability to pass legislation to the
benefit of public health. Moreover, the threat of being con-
fronted with a similar case, and incurring millions in legal
fees had a chilling effect beyond just Australia: plans to in-
troduce similar laws were suspended in New Zealand and
other countries in Africa and Asia. To this day, over 30 Afri-
can countries still allow cigarettes to be sold without graphic
health warnings.

The imbalance at the country-level is stark: 81% of investors
suing under ISDS are from developed countries, while 62%
of sued countries are developing. Yet even when developed
countries are sued, as with Italy and Australia, the regula-
tory chill disproportionately impacts developing countries.
These nations, with fewer resources to spend on protract-
ed legal battles and the greatest vulnerabilities to climate
change, are more likely to abandon progressive policies
than risk potentially billion-dollar penalties.

The imbalance worsens with ISDSs single-party liability
clause.

This means the justice ISDS delivers is only available to in-
vestors, i.e. governments cannot sue companies even if they
break domestic laws or violate human rights. This is a major
problem because, as in the case of Ecuador and Oxy, even if
the investor breaches the contract first, pursuing any kind of
recourse exposes the country to the risk of being sued. The
fact that investors are free of even the most basic corporate
responsibilities under ISDS has led fossil fuel companies to
abuse it as a powerful tool against climate legislation. One
third of all ISDS cases involve fossil-fuel industries. In Lat-
in America alone, governments have had to pay investors
$33.6 billion which is 33% more than the amount 50 years of
climate disasters have cost the region.

The ISDS arbitration process lacks accountability, is highly
enforceable and cannot be appealed even when tribunals
have made mistakes or misunderstood the facts. Tribunals
are generally composed of three arbitrators: one appointed
by the investor, another by the state and the third jointly.

There is only a small pool of arbitrators appointed repeated-
ly, the majority of whom are officials from developed coun-
tries. This commonly leads to narrow and elitist interpreta-
tions of international law. Even when the investor and state
agree on an interpretation of their agreement, tribunals
may depart from that in favour of their own. Tribunals also
often draw on previous ISDS decisions, meaning the trend
of massive awards will likely continue. On average, states

agreement, tribunals may depart from that in favour of their
own. Tribunals also often draw on previous ISDS decisions,
meaning the trend of massive awards will likely continue.
On average, states pay $169.5 million per loss. This is again
particularly consequential for LMICs, where awards con-
sume resources that would otherwise fund development.
And whats more - if states fail to pay, investors may even
seize government assets.

A System Born Out of Colonialism

ISDS is not a modern invention. It was first devised in the
1950s due to growing concerns amongst multinational cor-
porations that newly independent states might nationalise
their natural resource industries and expropriate colonial
investments. Initially, as illustrated below there was little in-
terest in signing bilateral investment treaties (BITs) under-
written by ISDS. The 1970s boom in commodity prices had
consolidated the economic power of Global South coun-
tries and resulted in an increasing number of expropriations
as countries sought to harness the increased revenues. Only
with the onset of the 1980s debt crisis, when commodity
prices fell and countries became desperate for new sourc-
es of financing, were the World Bank and Western govern-
ments able to successfully promote ISDS. In the 1990s, the
signing of ISDS investment treaties exploded, with the ma-
jority negotiated in mere hours or

days. But it was not until the 2000s that the threat ISDS
posed to national sovereignty became apparent, even to the
Western governments that designed it.

The profound imbalances of ISDS, single party liability,
vague investor rights weaponised against public policy, and
rulings that drain public resources, represent a crisis for the
legitimacy of global economic governance. Few systems
have sparked more controversy or public backlash than
ISDS. Sustainable reform requires new dispute mechanisms
that balance investor protection with state priorities and
sovereignty. Progress has been slow, but in an era of declin-
ing faith in international systems, ISDS is one area where
countries are still working collectively toward reform. The
question is, will they go far enough?
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De-Dollarisation and the Struggle for Sovereignty

explores the global trend toward de-dollarisation, tracing how nations are challenging the U.S. dollar’s
dominance to reclaim economic sovereignty in an increasingly multipolar world.

“The dollar is our currﬁl;lnczfj but
it’s ﬁ ur groblem. - on-
y rea;tllry ecretary,

he dollar has long been central in global trade and

| finance. Since May 2023, Argentina has settled trade

with China in yuan, rather than U.S. dollars, signa-

ling a shift away from dollar dependence. Similar arrange-

ments in Russia, India, and Saudi Arabia further raise ques-

tions about the future of the dollar’s global role and reflect a

growing desire among countries to reclaim economic sov-
ereignty.

Dollarisation refers to the process by which a country
adopts a foreign currency, most commonly the U.S. dollar,
for domestic use. This may mean using the dollar alongside
alocal currency or replacing the national currency entirely.
In simple terms, dollarisation means people or governments
in that country use the dollar rather than their own money
to buy goods, save money, and measure prices. This practice
is especially true in foreign reserves, international trade, and
debt repayments.

The U.S. dollars dominance is both practical and symbol-
ic. Practically, it held 58% of global foreign reserves in 2024.
This shows its role in stabilising currencies and facilitating
trade. Symbolically, the dollar sign ($) is one of the world’s
most recognisable icons; it appears in pop culture, fashion,
and art. The dollar represents not only currency, but also

.""l.'-. i |: I i
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.!l. i T '_"'-_- i !
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This dual 1dent1ty means de dollarlsatlon isnota mere techt "-_:
r mcaL shift-Sit i a challenge to the pohucal and economicor- |

_derthafthe dollar has come to represent. Above all; de- dol
larisation has become a modern’ struggle for e¢0n0m1c
sovereignty. e l' :
The roots of dollarisation trace back tél the B'yettoff_Wood_s. 4
system, established in 1944. Underthis framework, gold Was -

- convertible into dollars, and other currencies were peggsd

to the dollar; this is when a country fixes 1ts exchange rate
to the dollar. By 1947, the U.S,held over two-thirds of glob-
al gold reserves, entrenching the dollar’s dommance Aside”
from gold, Bretton Woods also established pchesses for
conducting trade and for accessing the dollar-based caplta.l-'

markets. i
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The dollar’s position changed in 1971 when President Nix-
on ended its convertibility into gold, known as the "Nixon
shock! This ended the Bretton Woods system, a post-World
War [T arrangement that fixed exchange rates using gold, and
began fiat currency regimes, in which money is not backed
by a physical commodity. Paradoxically, the dollar’s domi-
nance deepened in the years that followed. Why? This was
because by 1971, the dollar was already deeply embedded in
the global economic architecture, and no viable alternative
had emerged. The US. was a global superpower. Financial
markets were centered there. Oil was priced in dollars. To-
gether, these factors reinforced its central role.

Even after 1971, the dollars dominance was strengthened
by economic crises. High inflation was a recurring issue
throughout the 20th (and even 21st) centuries, prompting
widespread dollarisation. Countries like Ecuador, El Salva-
dor, Zimbabwe, and Timor-Leste experienced prolonged
inflation and currency depreciation. As their currencies
weakened, governments and citizens turned to the dollar as
a more stable alternative. In many cases, it became a reserve
asset held by central banks to stabilise exchange rates and
a trusted medium of exchange, offeringprotection against
volatility. This reliance reflects the dollars role as a financial
tool and a symbol of economic security.

Despite this historic centrality, shifts are becoming apparent.
If most people regard the dollar as the cornerstone of global
financial stability, why do countries like Argentina and Bra-

. zil settle trade in Chinese yuan, and why is the dollar’s share
- in global foreign exchange reserves declining?

These developments are ‘less surprising when™ viewed
. through the lens of historical volatility and external de-
pendence. Brazil has faced major economic fluctuations
due to the dollar’s appreciation and depreciation. The Fed-
eral Reserves interest rate hiking in 2023 triggered capital
flight from emerging markets, making dollar-denominated
debt harder to service. In contrast, short-term borrowing in
yuan hasbecome cheaper due to interest rate differentials. In
economies with de facto dollarisation, where residents use
the dollar for daily transactions and savings, monetary pol-
icy becomes less effective as central banks lose control over
liquidity and inflation targeting. This reduces monetary au-
tonomyand makes domestic economies more vulnerable to
external shocks.



One of the greatest drivers of de-dollarisation has been the
recent use of sanctions as a tool of U.S. foreign policy. Russia
faced substantial financial restrictions following its renewed
invasion of Ukraine in 2022, such as the freezing of dollar as-
sets held by Russian citizens and the Russian Central Bank.
This prompted Russia to sell commodities in non-dollar
currencies as a workaround. It has also reminded other
countries of their exposure to dollar-based systems and
sanctions. Other states followed suit and reassessed their ex-
posure to U.S.-controlled financial systems.

As a result of facing U.S. sanctions, South Africa and China
have explored the petroyuan—oil traded in Chinese yuan—
as an alternative to the petrodollar, which refers to oil traded

globally in USS. dollars.

The use of long-arm jurisdiction has raised concerns about
the durability of dollar-based systems. When the Trump ad-
ministration withdrew from the Iran nuclear agreement and
reimposed sanctions, it sparked debate over how countries
can protect themselves from unpredictable U.S. policies.
The dollars volatility, such as its 10% depreciation against
other major currencies following a single national election,
shows the risks of overdependence. Since 2017, Chinas rate
of dollar use has declined, coinciding with rising geopoliti-
cal tensions with the US..

This decline has occurred alongside the development of the
digital yuan, or e-CNY, which is Chinas central bank digital
currency (CBDC). Unlike wholesale CBDCs, which serve
only financial institutions, the e-CNY is a retail CBDC used
by the general public for everyday retail transactions. While
its core purpose is to replace physical cash within Chinas
domestic economy; its integration into Hong Kong, where
it is now accepted in shops, signals Chinas broader ambi-
tions for internationalisation. Beyond Hong Kong, China
is working with the Bank for International Settlements and
several other central banks to develop a cross-border pay-
ments platform using CBDCs. These efforts suggest that the
e-CNY could soon play a more prominent role in global fi-
nance.

Most economists agree that the dollar will remain the
worlds dominant currency for the foreseeable future; no
single alternative matches its liquidity and infrastructure.
Yet the landscape is shifting. Loans are increasingly denom-
inated in yuan, and countries such as India and Malaysia
now settle trade in rupees. This suggests movement toward
currency diversification rather than replacement. The moti-
vations behind de-dollarisation are also its potential advan-
tages. Countries start seeking greater monetary autonomy.

In commodity trade, shifting away from dollar pricing re-
duces the need for precautionary dollar reserves, freeing
capital for domestic priorities.

De-dollarisation also challenges privileges long enjoyed
by the United States. The dollars global role allows the U.S.
to finance deficits cheaply. Borrowing costs for the US are
also low, as international investors consistently purchase
U.S. Treasury bonds, helping to keep rates low. If demand
falls, the U.S. may need to offer higher rates to attract buy-
ers, weakening its leverage. For countries dissatisfied with
the status quo, this is an opportunity to recalibrate the global
hierarchy.

Still, the transition carries risk. The global financial system is
deeply embedded in dollar-based infrastructure, and untan-
gling it requires time and coordination. Investors may view
de-dollarisation as destabilising, prompting capital flight
and currency depreciation. Unpegging from the dollar can
reintroduce exchange-rate volatility —the very issue many
countries sought to avoid. While alternatives like the yuan
and rupee are gaining popularity, they face skepticism over
political risk and transparency.

For now, the dollar remains entrenched. Dollar deposits are
growing across emerging markets, and the USD still dom-
inates foreign exchange volumes. But its supremacy is no
longer absolute.

Theironyis that the dollar haslong served as both a check on
global instability and a source of imbalance. Its dominance
gives the US. unique privileges, but for many countries,
those privileges translate into vulnerability and depend-
ence. At its core, de-dollarisation is not just a reaction to vol-
atility; it is the assertion of sovereignty—a recalibration of a
global order that has disproportionately served some while
exposing others to risk.
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Green is the New Gold:

But Can Sustainable Finance Be More Than a Feel-Good Facade?

Satvik Singla as Head of Strategic Relations at Prosper Social Finance examines the promise and paradox of sustainable fi-

nance, exploring whether markets can genuinely balance profit with purpose or if the green transition risks becoming little more

than a feel-good fagade.

of the 17th century to the 2008 collapse, markets have
lurched between booms, busts, and reform. A new attempt
at self-correction,—couched in the language of sustainability and
responsibility, is underway. The ambition is familiar: to curb ex-

l :inance rarely behaves itselt From the speculative frenzies

cess without curbing growth.

Sustainable finance is central to this shift. It aims to guide capital
flows with non-financial metrics, embedding environmental, so-
cial, and governance factors into investment decisions. Think of
it as a built-in brake system for markets, a way of aligning finance
with public good without abandoning profit. But can an amoral
system learn to behave?

Once a niche practice among religious and ethical investors, So-
cially Responsible Investment (SRI) has entered the mainstream.
Dass work on fund performance during crises suggests that SRI
funds with high ESG ratings tend to outperform peers in down-
turns, suggesting values-based investing offers both resilience and
conscience. Yet the relationship between ESG scores and finan-
cial performance remains inconsistent over the long term.

Green finance takes a more technical approach, tying environ-
mental outcomes directly to financial instruments. Green bonds,
sustainability-linked loans, and transition finance vehicles prom-
ise to fund the energy transition in ways that are both profita-
ble and provable. Issuers access better rates if they hit emissions
targets; investors can track impact alongside returns. In theory,
responsibility is rewarded and failure is punished. However, the
ideal meets friction in day-to-day application. In practice, green
finances greatest weakness mirrors much of the ESG ecosystem:
inconsistent standards. In emerging markets, weak regulation of-
ten lets foreign investors and parent companies dictate the rules,
resulting in a fragmented environment. This patchwork punishes
ambition and misallocates green capital, leaving first movers dis-
advantaged against less principled rivals.

ESG frameworks were meant to solve this. By quantifying corpo-
rate behaviour, ESG promised transparency and comparability.
But as Cesarone points out in his study on ESG rating incon-
sistencies, ratings agencies often disagree on both scoring meth-
ods and definitions.One study found correlations between ESG
scores from different providers as low as 0.3—roughly the same
level of agreement as between horoscopes and personality traits.
These inconsistencies do more than confuse, they create fertile
ground for greenwashing. As ESMAs 2024 report notes, regula-
tors still struggle with data, enforcement, and clear rules—allow-
ing sustainability claims to outpace verification.

Examples abound: some companies issue green bonds while
expanding fossil fuel operations; others claim ESG compliance
while investing in carbon-heavy industries. Dempere shows how
selective reporting and vague language can conceal poor environ-
mental performance.
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In the loan market, the rise of sustainability-linked instruments
has been accompanied by increased scrutiny. This is not just an
emerging-market issue. A 2023 KPMG review found that over
half of EU green claims were unsubstantiated or misleading. Even
the EU Taxonomy faces lobbying and dilution, reminding us that
atits core the financial sector is deeply political.

Meanwhile, ESG capital flows remain highly unequal. Accord-
ing to the Network for Greening the Financial System, the vast
majority of sustainable investment flows to already low-emission
sectors in developed economies. Carbon-intensive sectors in the
Global South, those in most need of transition, are often locked
out by risk perceptions and data gaps. This is not just a problem of
fairness—it is a failure of effectiveness.

Can investor actions fill the regulatory gap? Shareholder activism
has surged, as pension funds and asset managers push for ESG
alignment. Some use proxy votes to demand board or policy
changes. This pressure sometimes works, but activism’s reach is
limited by scale and structure. Most global finance remains short-
term focused, and without enforcement, stewardship is often ig-
nored.

What would effective checks and balances require? First, a shared
language: harmonised taxonomies, metrics, and required disclo-
sures. Verification tools matter too. ESMAS push for better tech-
nology and data is a start, but change is slow. Second, broaden
access. Blended finance, transition bonds, and credit enhance-
ment can channel capital into high-need regions, but not yet at
scale. Third, impact must be measured, not merely signalled. ESG
investing has too often relied on inputs (policies, intentions) rath-
er than outputs (emissions reductions, human rights outcomes).
That must change. As the NGES notes, aligning capital with cli-
mate goals is not just a moral imperative but an economic one.
Without structural change, the financial system itself may become
a source of systemic risk.

Some argue that all of this misses the point, that finance is inca-
pable of policing itself, and that only public policy can provide
genuine discipline. There is truth in that. Markets respond to in-
centives, not ethics. But in a global system where governance is
fragmented and enforcement patchy, financial self-regulation is
often the only game in town.

Sustainable finance remains more promising than practiced—but
it is a promise worth pursuing. Some argue, as Prosper Social
Finance does, that resilience, equity, and accountability must be
treated not as externalities but as core market functions. If finance
is to deliver long-term returns, it must also deliver trust. And that
requires more than green labels. It requires rules, consequences,
and above all, clarity.

Whether sustainable finance becomes a safeguard or another
bubble depends not on its principles, but on its plumbing. The
checks are being written. The question is whether the balances
will follow.
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When Cures Don't Pay:
The Collapse of the Antibiotic Market

Antibiotics play a crucial role in modern medicine, tackling microbial infections that plague the world. However, the
immense costs of innovation and production limit its supply. illustrates the struggle of the antibiotics
market in solving the current international shortages, while proposing potential solutions to address them.

ew products have done more for humanity, and
Fearned less from it, than antibiotics. Their success

has become their undoing: the better they work, the
less they sell. Drugmakers have moved on to more profita-
ble ailments, and the antibiotic pipeline has quietly run dry.
Meanwhile, as antimicrobial resistance (AMR) proliferates,
our current antibiotics become less effective against resistant
mutants. Without novel antibiotics, what was once modern
medicines most reliable safety net is now fraying, and the
toll is starting to show.

According to global estimates, 4.71 million deaths in 2021
were associated with AMR, far surpassing HIV and malaria’s
death toll. At this pace, annual deaths are forecasted to reach
8.22 million by 2050, resulting in an additional $1 trillion in
healthcare costs. These are daunting numbers, but not fate.
With the right incentives, the world can outsmart the mi-
crobes yet. A combined approach of improved treatments,
enhanced vaccination programmes and, most importantly,
antibiotic innovation, could reduce costs by $97 billion.

It seems an odd predicament. Drugs that underpin all mod-
ern healthcare are no longer worth developing. Under-
standing why quickly leads from biology to balance sheets.

The antibacterial market’s value sits at around $42 billion.
A large number certainly, but, at 3% of the pharmaceutical™
market, it pales in comparison to oncology, inflammation
and diabetes. Antibiotics, being the miraculous drugs they
are, typically involve treatments lasting less than two weeks.
Their revenues are no match to those generated by chron-
ic-disease drugs, characterised by long-term, repeated use.
This has large implications for costly research and de
ment investment.

Antibiotics are expensive to develop, more so than other
drugs. Drugmakers must overcome the scientific hurdles
of creating medicines that target live pathogens while nav-
igating costly clinical trials (pre and post approval). The
leap from preclinical research stage to achieving regul
approval can take between 10-15 years, with a succes
under 3.5%. Unsurprisingly, investors aren’t keens
 risk, leaving a notable fundin often referred to as the
“valley of death” When
tential revenues, antibiotic
~ tractive proposition.

lopment becomes an unat-
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Generally, sustainable annual revenue for drug developers
hovers around $300 million, yet most antibiotic companies
make between $15 and $50 million in annual sales. In com-
parison, chronic diseases generate over $800 million annu-
ally. This stark difference highlights the challenges facing the

financial sustainability of the antibiotic industry.

The antibiotic market faces several problems that limit prof-
itability. For one, antibacterial drugs were among the earliest
to be developed and marketed, with the sulphonamides in
the 1930s and penicillin in 1945, making it a highly gener-
icised market by now. Secondly, there is often a significant
time lag between approval and clinical guidelines. Finally,
more recently in the past decade, stewardship programs,
while vital to combating AMR, can also reduce sales. They
implement policies that curb unnecessary or excessive an-
tibiotic prescribing, which while being recommended by
the WHO, has led to a 10% reduction in prescriptions and
roughly 28% drop in consumption rates.

Nonetheless, global antibiotic sales volumes have increased
due to rising demand and broader use. Paradoxically, this
has coincided with a stagnating total market value, which
does not bode well for rising AMR.

The antibiotic ind been shrinking in plain sight.
race among pharmaceutical gi-
to a handful of small biotech firms and uni-
versity labs. The numbers tell the story. Big pharmas share of
antibiotic R&D has tumbled from roughly 75% in the 1980s
to under 20% today. The pipeline has withered acEofdingly:
21 approvals in the 1990s, 6 in the 2000s, and barely a dozen
ince. Of the latest batch, a third have already been shelved,
ers bankrupt or sold off before profits material-
ised. aogen, for instance, brought Plazomicin
ket in 2018, only to file for bankruptcy a year later.
Therapeutics followed a similar path. What remains .
field now rests with small biotech ventures and academic

projects, net ler equipped to supply a future with effective

drugs againstresistant pathogens.

The effect§ are not conﬁne;m As investment
and capacity have ebbed, even the cture of long-es-

tablished antibiotics has become precarious.
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Shortages have gradually developed from mostly temporary
local incidents to persistent worldwide phenomena, espe-
cially in low and middle-income countries. Shortages are
common in the pharmaceutical industry, but, worryingly,
they are 42% more likely for antibiotics. Fragility in anti-
biotic supply reflects the same incentives that have thinned
innovation. With low margins, high compliance costs, and
heavy reliance on imported raw materials (notably active
pharmaceutical ingredients from China and India), manu-
facturers have little reason to maintain excess capacity. A sin-
gle factory outage can leave whole regions short of essential

drugs.

When antibiotics run short, doctors must improvise: Doc-
tors may delay treatments, or be forced to turn to broad-
er-spectrum alternatives that, although reasonably effective,
may act as breeding grounds for resistance. During the 2023
amoxicillin shortage, nearly half of hospital databases in the
US, UK, and Belgium reported drops of a third or more in
use, forcing widespread substitutions and rationing. Phar-
macists spend hours juggling backorders, wards report cost
overruns and patients stay longer in care.

Governments and health institutions have not been idle.
Stewardship programs, regulations, and incentive schemes
aim to curb resistance and stabilize supply. Yet, despite these
measures, the imbalance persists.

Push incentives have been introduced, notably CARB-X,
which provides partial public and private funding for ear-
ly R&D. This support is critical for developers pursuing
needed antibacterials. Unfortunately, none of these well-
meant incentives shield a company from commercial fail-
ure. Achaogen’s collapse, often blamed on overspending
and a narrow market, also exposed a flaw that runs deep:
the economics of antibiotics simply do not add up. Once a
new drug is approved, stewardship limits its sales, leaving

ithout steady revenueto offset the hundreds

the average antibiotic developer on NASDAQ
barely a tenth of whats needed to raise that sum. The result

—

ull incentives, muieh like the UK’s PASTEUR Act and sim-
ilar “subscription” or “market entry” models, delink profit
from sales volume, aligning with stewardship goals by dis-

couraging overuse. However, compared to push incentives,

they lag

scale up.

ind and have been underfunded, struggling to

e
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Regulation and slow approvals remain considerable de-
terrents. Paratek Pharmaceuticals, for example, suspended
antibiotic development for around four years due to uncer-
tainty around FDA guidelines and trial endpoints, delaying
market entry and causing substantial financial loss.

Reviving antibiotic innovation requires a coordinated ap-
proach linking regulation, funding, and industry engage-
ment. Harmonised regulatory requirements, paired with
clear, science-based guidance on trial endpoints, would re-
duce uncertainty and shorten development times. This acts
as a small but critical nudge that makes investors reconsid-
er what currently looks like a high-risk, low-return market.
Predictable regulatory frameworks also amplify the impact
of incentives. Early-stage grants from CARB-X or the AMR
Action Fund foment discovery, but without large, reliable
pull rewards (such as €500 million market entry prizes or
EU-level subscription schemes) investment alone cannot
sustain a pipeline.

Additionally, public-private partnerships illustrate how col-
laboration between governments, academia, NGOs, and
industry can pool expertise, share risk, and tackle challenges
that no single actor could resolve. At the same time, enticing
large pharmaceutical firms back into the space is essential, as
their scale, regulatory experience, and global reach amplify
the impact of both incentives and partnerships. Integrating
these levers could finally revive the market. It would begin
to correct the systemic imbalances that holl
an environment where innovation, ste
sibility reinforce one another rather thfas
poses.

Amid the calculus of profit and-o
tibiotics underpin surgeri & L:a-rrcer therap1es and pandem—
ic response. Without effective dhlgs medical progress
will stall. The econorhic- burden of antimicrobial resistance
Jalready reaches bi IlOl’lS annually, and unche_ek_ed, it could
escalate into tr;-lﬁ@ns through lost productivity, longer hos-
pital stays and strained intensive care capacity. In-a.world
still recovermg from COVID-19, the absence of innovation
risks intensifyin future“*qg_b_r_e__aks, as secondary bacterial

mortality

alike.
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Unequal Exchanges

The Economics of Power & Privilege




Taxing the untouchable: How and Why
Institutions Protect the Powerful

Zara Spendiff explores political tax avoidance, discussing why this pattern of weak accountability has aris-
en and what institutional changes are required for increased robust enforcement.

s John Maynard Keynes said: Avoidance of taxes is the only

intellectual pursuit that carries any reward.” From the ul-

tra-wealthy to elected officials, tax avoidance has become
a marker of privilege rather than a moral failing. Institutional eco-
nomics, which views economies as patterned systems shaped by
political and cultural contexts rather than individual choices, helps
explain why checks and balances so often fail to hold elites account-
able. The recent controversies surrounding Angela Rayner and
Akshata Murty reveal not just personal transgressions but a deeper
imbalance: institutions shielding the powerful rather than holding
them to account.

Angela Rayner, the former deputy PM and Secretary of State for
Housing, admitted she underpaid stamp duty on her £800,000
flat in Hove. By declaring it her only property, she paid £30,000
-instead of the £70,000 due on a second home. Her previous prop-
erty had been placed into a trust for her disabled son, which, un-
-~ der tax law, means she is still deemed to be the owner of the home.
“Rayner claimed she was “badly advised,” yet her experience made
this defence seem careless. She resigned after it was ruled that she
breached the ministerial code, but she still holds her seat as MP for
Ashton-under-Lyne. The sanction came only after sustained media
and public pressure, highlighting how accountability mechanisms
react to scandal rather than prevent it.

Similarly, Akshata Murty, wife of former Prime Minister Ri-
shi Sunak, has legally avoided millions in tax through her
non-domicile status, which exempts overseas income from
domestic taxation. As a shareholder in her father’s company
Infosys, she earns approximately £11.5 million in annual div-
idends, mostly taxed in India at 20%, leaving only 19.5% that
can be taxed in the UK, rather than the full 39.5%. Since 2015,
it is estimated that she has avoided over £15 million in taxes.
Whilst lawful, this arrangement blurs ethical lines given her
husband’s political status, demonstrating how those closest to
power can bypass the systems they influence.

Together, these cases illustrate the erosion of checks and balances.
Parliamentary standards, ethics committees, and media scrutiny
are designed to uphold integrity; however, they have become in-
creasingly politicised and reactive. In Rayner’s case, investigation
followed headlines, not principle; in Murty’s, scrutiny was softened
by proximity to power. These are not isolated failings but symptoms
of what institutional economics calls path dependency. Tax avoid-
ance by politicians is not just about individuals exploiting loopholes
but represents a bigger institutional culture of politics and account-
ability.

Within elite political circles, attitudes, such as view-
ing tax avoidance as acceptable, are socially acquired
through enculturation: minimising tax liability is nor-
malised as “smart” rather than unethical. Over time,
evolution ensures institutions adapt away from fairness
and toward the interests of those who dominate them.
Once an institutional arrangement, such as fayourable
tax treatment for elites, is established, vested interests
will defend it. This explains how path dependency pro-
tects tax loopholes and why they are slow to close, even
after public scandal.

In practice, political bargaining and selective enforce-
ment shape institutions, changing only when the inter-
estsofthe coalitions that dominate them shift. Politicians
and elites play a repeated game: weighing short-term
gains of ayoidance against potential costs. When en-
forcement s weak and coalitions are strong, the rational
move is to continue such practices. Weak methods of
accountability lower the “penalty” payoff, while the cost
of exposing wrongdoing brings greater personal or"po-
litical cost than benefit. This tacit “non-aggression pact”
preserves stability but erodes accountability, making
avoidance more attractive. If elites repeatedly evade tax-
es without serious sanction, norms shift and avoidance
becomes institutionalised. Avoidance is not an excep-
tion; it is an outcome of how global institutions, society,
and technology serve capital over fairness.

Ultimately, these patterns of reactive oversight, polit-
icised enforcement, and elite privilege, expose how
checks designed to ensure accountability reinforce ine-
quality on a structural level. However, institutional eco-
nomics also reminds us that systems do evolve. It's prin-
ciple of empiricism stresses the importance of learning
from cases like Rayner and Murty to reveal how power
operates within rules and policy. Reform is possible but
restoring public trust and some form of legitimacy in the
tax system requires more than punishing individuals,
but also rebuilding institutions to reward fairness rather
than strategic self-interest and ensuring that those who
write the rules are bound by them.
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Who Cares for Caregivers: The Unseen Side of

Migrant Domestic Work in Asia

The role of migrant domestic work in shaping the workforce in Asian countries today often goes overlook;af/ ._
Diya Sarizal Yusman shines light on this invisible labour force and the challenges they endure.

ver the past 40 years, rising female labour force par-
Oticipation has transformed Asias economy. In Hong

Kong, the share of women in the labour force has in-
creased from 45.7% in 1980 to 52.2% in 2023. In Singapore, it
surged from 44.4% to 62.6%, and in Malaysia from 36.8% to
55.8% over the same period. These figures not only reflect the
greater educational attainment and progressive labour policies,
but also the often overlooked contributions of domestic work-
ers.

By shouldering household chores, childcare and eldercare, do-
mestic workers allow women to join the formal labour market,
making them a key enabler of dual-income households. They
quietly sustain economic growth in Asian countries, where ap-
proximately 40.8% of the world’s 52.6 million domestic workers
are employed. Despite their key role in Asias economic growth,
their importance remains unacknowledged, and countries of-
ten fail to appropriately enforce the institutions that protect
them from exploitation.

The Economic Importance of Domestic Work

Many Migrant Domestic Workers (MDWs) leave behind fam-
ilies in rural or impoverished areas, under the allure of better
wages and the chance to support their families’ livelihoods. In
exporting nations, such as the Philippines, Indonesia and My-
anmar, domestic work is a crucial source of remittance income.
For instance, in the Philippines, remittances from overseas
workers account for nearly 9% of GDP, supporting household
consumption and regional development. Remittances that
boost consumption could assist human development through
indirect investments in healthcare, schools and real estate.

For receiving economies such as Hong Kong, Singapore and
Malaysia, MDWs are essential to maintaining high levels of la-
bour participation among women, sometimes being acknowl-
edged as the backbone of Asias emerging economies. In Malay-
sia and Singapore, there is evidence that increasing demand for
MDWs is aligned with the increasing female labour force par-
ticipation rate. Moreover, employing an MDW costs around
£260-320 per month in Malaysia and £480 in Hong Kong. This
is a small price to pay for middle and even working-class fam-
ilies in return for alleviating the stress of the ‘double burden”
of work and care. This affordability remains a key reason why
MDWs are rampant in Asian middle and high-income coun-
tries, such as Hong Kong, where MDWs make up about 10% of
the city’s workforce.
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Abuse and Exploitation of Domestic
Despite their vital contribution, many }

al terms or reporting mechanis S
and recruitment agents to wield

The cycle begins with recruitme
women and girls from rural &
age, promising secure jobs :
Agencies frequently forge doctil 1'

surrender their first six or seven months of wages to re-
pay recruitment costs. These excessive fees keep them
in prolonged debt, giving them no other option but \
to stay in an exploitative field in fear of harassment by
agents. Weak regulation and a lack of access to formal
credit markets force workers into inescapable financial
dependency before they even begin employment

Upon arrival, live-in laws legally bind MDWs to resid-
ing in their employers” homes, making them vulnerable
to abuse. In many cases, passports and work per

withheld, restricting workers” mobility. Their wo
stretch from before dawn to late at night, with little resl

privacy or fair overtime compensation. Althou
Asian jurisdictions guarantee a weekly day o

authority severely hmrts an M
leaving them with little to no ch
demands of their employers.

irons. In the most severe cases, sustained
to death, as in the case of Piang Ngaih Don,
Singapore in 2017 after months of starvation
cal assault.



Why This Situation Persists
The persistence of such abuse stems from a combination of market and insti-
_ tutlonal failures. Informat' n asymmetry between agents and workers, miss-
ons and social norms that devalue domestic work

es, alack of accessible information about wages, job types
ons leaves workers vulnerable to deception. Govern-
n oversight of recru1tment agenc1es Verlfy documenta—

ve welfare standards within the industry. These regulations help
oral expectatlons of an institution by settmg clear standards

rotect women from exploitation, it instead led to the growth of a black mar-
et for overseas employment, where agents demanded higher fees and used
ribes to circumvent restrictions. The failure of this policy is evidenced by
the 50% growth of Myanmar maids in Singapore between 2013 and 2015.
For policies to be effective, governments must combine regulation with prop-
enforcement, accessible information campaigns and collaboration with
receiyipg countries to ensure that protection mechanisms do not only look

\ gobho paper.

emp o;rr;nent In Indonesia, initiatives such as the SDG Indonesia One aim

onnectmty and local jobs, while Myanmars Local Development
and rural development. Yet these remain
little explicit focus on preventing the ex-
ough migrant domestic work.

Funds pr

- \\:l 4
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Wam or advocate for their rlghts collectively. Stronger enforce-
A\ men i

¢ to exploitation. In terms of infrastructure that aims to protect MDWs,
s has been made by civil society initiatives such as Christian Ac-
i Migrant Domestic Workers (CMDW ) in Hong Kong under
vrk of Women's Shelters, which provides safe accommodation,

e s consistent enforcement, inclusive labour policies,

Finally, and possibly the hardest barrier to the
fair treatment of MDW, is the normalisation
of discrimination. In many societies, domestic
work is still viewed as unskilled. This percep-
tion is deeply intertwined with class and racial
hierarchies. Most MDWs are women from
poorer backgrounds in neighbouring coun-
tries. This creates an expectation of servitude
and obedience. When an occupation is associ-
ated with a specific race or class, its wage and
social status are systematically depressed. This
is not an easy problem to solve; it requires a
paradigmatic shift that recognises domestic
work as dignified and essential to our growing
economies.

Conclusion

Domestic workers are the hidden foundation
of Asias economic growth, enabling countless
women to participate in the labour force while
also sustaining their own families across bor-
ders through remittances. Their contributions
extend beyond the economies of their employ-
ers, stretching across oceans and catalysing
their home economies as well. Their exclusion
from basic labour protections represents not
only a moral failure but an economic inefh-
ciency. Underpaid and undervalued, they are
unfairly treated and perpetuate inequalities,
undermining the value of their work.

As Asian economies continue to grow, it is
important to ensure fair treatment, safe condi-
tions and proper valuation of domestic work.
Without checks on exploitative recruitment
practices and discriminatory employment
norms, the economic progress MDWs make
, possible risks being built on modern forms of
servitude. Therefore, there should be a unified
call to improve the systems we have to better
protect and value our domestic workers for
their often unacknowledged yet vast contribu-
tions to our growing economies.
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Cultural Capital and the Economics of Ine-
quality: How Knowledge Became Currency
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The Economics of Educational Gatekeeping
The economic implications of this educational imbalance
are profound. Higher education no longer guarantees social
mobility; rather, it has become a key determinant of class
permanence. In countries like the United States, wage pre-
miums for elite-university graduates have widened sharply
sineethe 1980s, while returns for graduates of lower-ranked
institutions-have, stagnated. These-inequalities haye’stark
materjal @onsequences. Tthas been foundithat eultural cap+
“ital dequired early in life predicts both océupational status
“and income faterin life. Educational prestige thus functions
“asamultiplier of economic capital, =~
This phenomenon manifests invelite labour markets where
in the UK over 40% of senior civil'servants and approxi--
mately 30% of top executives at major investment banks
are Oxbridge graduates. Recruiters often prefer familiar
pedigree, treating university brand names as proxies for
competence and confidence. This bias extends to unpaid
internships and relocation costs - quietly filtering out low-
er-income applications long before formal recruitment
begins. This results in a feedback loop of privilege. Elite
universities perpetuate inequality even as they put forward
ideals of democracy. Their alumni dominate finance, poli-
cymaking, and academia, shaping not only institutions but
also the intellectual frameworks justifying them.
Meanwhile, for students from modest backgrounds, the
pursuit of education can itself become an economic bur-
den. Student debt in the U.S. has surpassed $ 1.6 trillion, rep-
resenting a massive intergenerational imbalance. Further-

Education and Empire: The New Geography of
Knowledge

While Western elites dominate top-tier institutions and
cultural markets, the global South faces compounded
imbalances. According to UNESCO, over 250 million
children worldwide remain out of school, and only
a fraction of those who complete primary education
reach tertiary levels. Even among those who do, in-
ternational mobility is restricted by visa costs, foreign
tuition fees, and recognition barriers. These datasets
highlight key North-South asymmetries - while ter-
tiary enrolment exceeds 75% in most OECD nations,
it remains below 15% across much of Sub-Saharan
Africa and South Asia. The concentration of academ-
ic publishing and credentials in Western institutions
deepens this divide, fostering an ongoing intellectual
dependency of the Global South on the Global North.
In practical terms, this means that global economic
development is constrained by access to education.
The dominance of Western universities in academic
publishing ensures that intellectual property - and the
profits it generates - remains concentrated in high-in-
come economies. Knowledge itself becomes an export
commodity, reinforcing geopolitical imbalances in

Culture as Capital - When Creativity Becomes Currency

If education is the most visible form of cultural capital, art and publishing rep-
resent its most symbolic. Both industries claim to democratise ideas, yet their
structures remind of broader economic inequality. Beyond formal education,
culture itself functions as-an economic asset. In Bourdieus view, the ability to
appreciate and participate in culture, to “know what to know” is a subtle class
marker. Today, art, literature, and publishing operate within global markets
transforming creativity into capital, often reinforcing the same hierarchies ob-
served in education.

Consider the global art market.4h€ International Centre for Globalisation and
Development notes thatartpicces behave less like cultural valuations and more
like financial assets with returns often decoupled from aesthetic merit. Sothe-
by’s and Christies.collectively recorded over $14 billion in sales in 2023, with
70% of bil_yefs belonging to the global 1% of earners. While art, by nature, has
regularly reflected wealth and power, its financialisation has only accelerated in
recent decades. Art markets often act as repositories of wealth during financially
turbulent times, offering collectors profit and prestige. And resultantly art values
continue to soar — rapidly, shutting much of the population out from participa-
tion in art.

Publishing, too, has its own imbalances. Access to ‘voice' to tell stories, publish
research, and shape discourse is unequally distributed. Minority and work-
ing-class authors remain significantly underrepresented — especially in the An-
glosphere. In 2020, for instance, it was found that over 90% of senior publishing
professionals come from middle-or-upper class backgrounds. The consequence
is the embedding of certain perspectives and a narrowing of narrative power that
accompanies this. Often only those with the resources to reach the industry will
ever be able to tell their story. Thus, dominant narratives often continue to be
reinforced in mainstream literature rather than ever meaningfully challenged.
Across art similar disparities occur with works by women selling, on average,
for 40% less than those by men, even post-adjustment for reputation and gallery
representation of artists. A market logic thus persists across culture alongside ed-
ucation - rewarding the visible and excluding that presently invisible.

Conclusion - Culture, Capital, and the Future of Equality

Cultural capital, once an abstract sociological concept, now sits at the centre of
global inequality. Educational institutions, art markets, and publishing houses
form the worlds cultural capital - shaping what knowledge counts, whose voic-
es are amplified, and which forms of creativity are rewarded. They act both as
“checks, safeguarding intellectual and aesthetic standards, and as “imbalances,’
concentrating access in the hands of those already privileged.

To move past this stage, the challenge is to ensure our institutions live up to their
cultural ideals. Education and culture must once again serve as true checks on
societal imbalances - opening the gates of possibility. Only then can the wealth
of knowledge become the knowledge of equality.

As Bourdieu warned, “The most successful ideological effects are those which
have no need of words and ask no more than complicit silence.” The quiet per-
sistence of cultural inequality reflects precisely this — an invisible hierarchy sus-
tained not through open exclusion, but through prestige, habit, and familiarity.
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