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Editor’'s Note

Dear reader,

As you might already know: Rationality within the science of economics is an assumption
that is quite often debated. If we assume that everyone acts rationally, how come that
losses loom twice as large as gains, asset bubbles on bitcoins and houses in Amsterdam
occur, and we can end up in crises such as the financial one in 2008?

With the rise of behavioural economics, this kind of irrational behaviour is getting increas-
ingly well explained and thus our economic predictions might become more trustworthy
once these behavioural aspects will be implemented in the models we use. After the No-
bel Prize for Economics was awarded to the behavioural economist Richard Thaler, | con-
sider it a fact that the science of economics is subject to change.

And a change is needed. If we want to explain reality in a proper way, the models should
adhere to our humane and irrational behaviour. We do not only act out of self-interest, and
we also do not have all information at hand. If we did, we would for example not bother to
look back on what happened during the year, and we would not share nostalgic feelings
while doing so. Moreover, our predictions for the next year would be accurate, and there
would have been less uncertainty concerning unemployment or trade relations, etc.

In this paper edition, we will look back on some developments in 2017, but also touch
upon some developments that might occur in 2018. Not so rational, right? But still, very
economically relevant.

Let our editors provide you with some nice insights in the fields of development econom-
ics, YouTube advertisement, the huge power of only a small number of technology firms,
and many more interesting topics. Enjoy!

| wish you nice holidays and of course a very happy new year!

On behalf of Rostra Economica’s editorial team,

Leonie Ernst
Editor-in-chief
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Cutting food waste is a delicious way of saving money,
helping to feed the world and protect the planet

As Christmas approaches, our society is focusing more
and more on stocking their fridges up with food. And it
is totally understandable, as you are planning on gath-
ering the whole family at a celebration table, or maybe
have some friends over, and you don’t want to run short
on food. However, a rich Christmas table in each and
every house could lead to consequences that might
have a significant effect on our environment. Where is
the connection? Have you ever wondered what happens
to food stock?

Food waste is an issue of importance to global food
security and good environmental governance, direct-
ly linked with environmental, economic and social im-
pacts. Roughly 1.3 millions tonnes of food, which is al-
most a third of food produced in the world for human
consumption, is lost to waste. According to the figures
from 2012, the Netherlands contributes to the biggest
share of the EU food waste, throwing away around 547
kg per person each year. However, in the past years,
the Dutch government has collaborated with the EU
Commission and United Nations to reduce this num-
ber and to educate consumers on how they could help
to decrease the number of food being wasted. One of
the Sustainable Development goals of the UN is to cut
down global food waste by 50% by the year of 2030.

So who is responsible for the excessive food waste?
The consumers? The producers? The problem lies with-
in the entire food chain. In developed countries, a signif-
icant amount of food is wasted at the end of the food
chain, i.e. the consumption stage, meaning that the food
is being discarded despite the fact of still being suit-
able for consumption. Individual food wastage in the EU

contributes to 53% of the whole food chain in Europe,
while primary production only makes up 11% and retail
wholesales account for 5%. In developing countries, on
the contrary, food is lost mostly at the production level
and much less food is thrown away by households. This
could also be a result of the EU’s heavy regulations on
producers and retailers and weak regulations on house-
hold’s habits of food disposal.

Another cause could be the lack of consumers’ knowl-
edge in terms of product labeling. Best-before dates,
sell-by dates, use-by dates: Do you know the difference
between them? Statistics show almost 80% of us don't.
This is the moment of revelation.

“Best before date” (TGT is the Dutch equivalent) labeling
indicates the date after which the item of food can still
be eaten, but may not be at its best in terms of quality.
“Use before” (THT is the Dutch equivalent) labeling, on
the other hand, indicates the date after the product is
no longer safe to eat. What many of us don’t know, how-
ever, is that use-by dates are really the only numbers
to which we need to pay attention. All the other dates
are simply the supermarket’s guess as to when food will
be past its best. This doesn't mean they’ll make you ill
or they'll taste bad, they're just a marker of quality that
supermarkets use to rotate their stock. The problem
arises not only when we throw too much food away, but
also when we treat all printed dates as though they were
use-by dates, and bin perfectly edible food because the
numbers tell us to.

There are numerous ways to fight food waste. Recy-
cling is definitely one example. However, there are more
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opportunities. Let's take a case study of France. France
has become the first country in the world to address the
problem of food waste at the level of retailers by banning
supermarkets from throwing away good-quality food,
approaching its best before date as well as destroying
unsold food, forcing them instead to donate it to chari-
ties and food banks. The introduced law also makes it
easier for food industries to give out their excess prod-
ucts directly to food banks. Furthermore, supermarkets
are obliged to sign a donation deal with charities. After
the law was passed, out of 100,000 tonnes of donated
goods, 35,000 came from the supermarkets. Jacques
Bailet, head of Banques Alimentaires, says that even a
15% increase in donations coming from supermarkets
would mean 10 million more meals being handed out
each year.

The problem of food waste becomes particularly con-
cerning once being tackled in the light of hunger around
the world, which is the world’s nhumber one cause of
death, killing more people every day than AIDS, malar-
ia and other serious diseases. Food is essential to life.
Yet, there are nearly 1 billion malnourished people in the
world. Paradox? Real life, sadly. Most of us believe that
the existence of hunger across the world is because
there is not enough food. However, it is usually the
lesser problem. In reality, it is about getting food to the
people who need it. As simple as it is. To provide you
with some statistics, consumers in rich countries waste
almost as much food as the entire net food production
of Sub-Saharan Africa each year. A simple solution is to
improve food management by making food distribution
systems more efficient. The progress is being made in
developed countries and the problem is on both their
political and environmental agendas.

Food waste is not only a social cost, but it contributes
to growing environmental problems like climate change
with the production of food consuming vast quantities
of water, fertilizer, and land. The fuel that is burned to
process, refrigerate and transport it also adds to the
environmental cost. Another concerning consequence
of the excessive food production and waste is an in-
creasing level of CO2 emissions. Studies have shown

that if a food waste were to be a country, it would be the
third global greenhouse gas emitter, the UN says, being
next on the list after China and the US. With every kilo
of food being wasted, 4.5 kilos of CO2 are released into
the atmosphere. Basically, food waste that ends up in
landfills produces a large amount of methane — a much
more powerful greenhouse gas than even CO2. Such
emissions cause the heats in the earth’s atmosphere
leading to global warming and climate change. If you
look at the land usage, this is around 1.4 billion hectares
of land, which is about one third of the total agricultural
land area. Globally, it creates 3.3 billion metric tons of
greenhouse gases annually, about 7% of the total emis-
sions, according to the UN report.

What can we do as consumers? | would say, firstly: Do
your research. There is an enormous number of articles
and reports online with regard to the food waste issue.
Secondly, be aware of the dates on the labelling and
make sure to distinguish best before dates from used
before dates. Also, take restaurant leftovers home and
use them up throughout the next couple of days, and
freeze or preserve foods that are still of a good quali-
ty before they go back, so that you can use them later.
Furthermore, store food in accordance with the instruc-
tions, and do not only buy nicely shaped fruits and veg-
etables - they taste just the same. Lastly, look for reci-
pes that use the ingredients you already have.

Food waste is an extremely important and worrying is-
sue that requires actions. And actions are needed on
national, international, but most importantly, individual
level. It is crucial to start with ourselves. So while set-
ting resolutions for the year 2018 maybe we all should
add contributing to the fight against food waste on the
list?

Anastasiya Kovalenko
Third year Economics student
from Ukraine. In particular, | en-
joy writing about political issues.

| love travelling and exploring
new cultures and cuisines. Ab-
solutely crazy about cooking.
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Do you want to write for Rostra yourself?
We will be recruiting up until December 30!

Keep an eye on sefa.nl for updates or contact us at
rostra@sefa.nl or hr@sefa.nl for more information!
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When the American explorer Elisha Kane passed
through the Kennedy Channel on the Second Grinnell
Expedition in 1853 to be the very first to reach the Arctic
Ocean, he named one of the rocky knolls they encoun-
tered after his Greenlandic helper Hans Hendrik. Nowa-
days, tiny Hans Island is subject to a territorial dispute
between the two Arctic coastal states of Canada and
Denmark (on behalf of Greenland), which both claim the
rock. The dispute has received much media attention as
representatives of both NATO partners approach it with
a refreshing sense of humor, leaving bottles of their na-
tional whiskeys for the other to drink on their respective
expeditions to plant flags and claim sovereignty.

The “Whiskey War” on the Hans issue, however, is not
the only territorial conflict in the Arctic, though proba-
bly the most benign of its kind. The polar region of the
Arctic is peculiar in many ways. Most of it consists of
the Arctic Sea, while the rest is land belonging to Cana-
da, Denmark, Finland, Iceland, Norway, Russia, Sweden,
and the United States. These countries form the Arctic
Council to address environmental issues regarding the
indigenous peoples of the region, but also geopolitical
and security concerns. As most of the Arctic is covered
by permanent ice, the area has not drawn overmuch at-
tention by most countries in the region in the past. But
much is changing: As the current change in the climate
progresses and the ice retreats further northward, the
playing field transforms. Many littoral states of the re-
gion are trying to extend their influence and territory to
gain access to the vast natural resources of the Arctic,
mostly natural gas and oil, that had been inaccessible
and too expensive to exploit in the past.

According to the United Nations Convention on the Law
of the Sea (UNCLOS), countries can make claims to
an extended continental shelf off their coast up to ten
years after ratification for exclusive resource exploita-
tion rights beyond their respective exclusive economic
zones (EEZs). Apart from the United States, all coastal
states of the Arctic have submitted such claims, leaving
little of the Polar Sea as international waters. The legal
implications of these territorial claims are not always
clear-cut. Although the countries need to present sci-
entific evidence of their shelf claims to the UN body of
the Commission on the Limits of the Continental Shelf,
the claims made often overlap considerably. Although

up until now, border disputes have been either resolved
judicially (such as between Russia and Norway in 2010)
or left open (such as between Canada and the US in
the Beaufort Sea), conflict appears to be looming in the
North Pole region.

In 2007, Russia launched the first ever crewed descent
to the seafloor underneath the North Pole, where a Rus-
sian flag was planted. The Arktika 2007 expedition’s
aim was to assert Russia’s continental shelf claim and
to show its spread up to the North Pole. Denmark, how-
ever, declared in 2014 the Lomonosov ridge in the cen-
ter of the Arctic Ocean an extension of Greenland, thus
asserting a claim that stretches beyond the Russian
claim. It is not surprising that both claims, incidentally,
overlap not only with each other, but also with claims
made by Canada.

The reason why the littoral states of the Arctic are vy-
ing for territory in the region is its tremendous poten-
tial regarding natural resources. Estimates assume that
about an eighth of the world’s oil reserves and a quarter
of its gas deposits lie in the Arctic. The Russian regret
of selling off Alaska to the United States shows the in-
creasing importance of the region. Now, temperatures
there are rising twice as fast as the global average. With
the ice melting, exploiting these resources becomes
more feasible and also profitable, but so does proclaim-
ing sovereignty. Arktika 2007 was made possible only
by the decline in the Arctic sea ice. On top of that, new
sea routes are becoming viable for shipping, promising
high profit potential from increasing trade and tourism.

The ice age mankind has experienced up to now is com-
ing to an end. With the climate changing, the world is
on the move and so is the Arctic. The conflict poten-
tial from the economic prospects of a warming Arctic
is further increased by geopolitical tensions in the rest
of the world. Russia has increased its military presence
in the region and other countries are following suit. The
scramble for the Arctic has begun, and it will not be long
before the South Pole will receive similar attention.

Daniel Haerle
Economics student with inter-
ests in history, politics, geogra-
phy, and language
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The video sharing website YouTube has been a part
of our lives ever since its launch in 2005. The platform
provides a wide range of available visual media to its
users, and it has been completely free of charge from
the beginning. YouTube is owned by Google, and has
been subsidized by the web giant since it's acquisition
in 2006.

So how does it profit? YouTube's income is mainly
generated through Google's “AdSense” advertising sys-
tem. Even though the ads can be frustrating at times,
it seems like a decent price to pay to receive the wide
range of services that YouTube provides to its users for
free. The system works together with the uploaders in a
partnership relation. After giving users who draw views
to their videos partnership deals, YouTube lets the us-
ers implement certain ads throughout their uploaded
videos. Companies strike huge deals with YouTube
to feature their ads in videos, and YouTube pays their
“partners” a sum that depends on the number of views.

With this system, a new profession has emerged for us-
ers to pursue: Becoming a “YouTuber”, a full time con-
tent creator with fan bases that constantly draw traffic
to the website.

However, in the first quarter of 2017, more than 250
brands have decided to pull their advertisements from
YouTube, after a newspaper article stated that an in-
vestigation has pointed out that their ads were being
showcased in videos with vulgar and extremist content.
Having lost a significant amount of advertisement rev-
enues, YouTube management decided to tighten the
ropes for their community guidelines, and implemented
an algorithm, programmed to flag harmful videos for
not being advertisment friendly.

The algorithm and the new guidelines have helped You-
Tube to prove to their advertisers that they are taking
their brand safety seriously, as many advertisers have
decided to co-operate with YouTube again in the sec-
ond quarter of 2017. YouTube also made a strategic
move to prioritize video snippets from popular televi-
sion shows (Jimmy Kimmel, The Ellen Show, etc.) that
were uploaded by the media teams of the shows for
heavy ad placements.

All of this really seems like a great business move that
was done by an industry giant. Of course, like most
major changes, this one took its toll on the platform as
well. Last year, there have been accusations about the
website from both the regular users and the well-known

YouTubers regarding how restricting and biased the
new system is.

YouTube's intention has always been to showcase the
creativity of its users. The website’s main appeal is the
accessibility and originality of its content, and this was
provided by the incentives one could have towards be-
coming a “YouTuber”. While many channels played it
safe and stayed family-friendly, there were countless
channels that pushed the envelope for visual entertain-
ment, and have received universal appeal and following
from millions of people around the world.

Many YouTubers have decided to leave YouTube, and
have called them out for their abandonment of their own
users, while transforming themselves into a sister web-
site for television giants to profit of. This was caused by
the flawed algorithm that YouTube has implemented, as
many creators have found videos that they have spent
hours preparing being flagged as inappropriate for their
mild usage of curse words or offensive jokes. While this
may be a sensible move, YouTube was more lenient on
factors as such in the past, and their motto has always
been to praise how entertaining and versatile their con-
tent creators could be.

YouTube's response to these accusations and its con-
tent creators’ departure was passive, and they still do
not feel inclined to tackle the issue. Instead, the website
has taken steps into transforming the platform into one
that is more professional, caters to broader audiences
while co-operating with media giants to attract more
traffic to the website, therefore receiving safer and more
desirable ad revenue.

After all the drama had unfolded, | was left confused.
A part of me thought about how smart it was of You-
Tube to solidify their position as a giant in the visual
media industry with such a strategy, and a part of me
was disappointed about how YouTube has smothered
the expressionist and colorful nature of the platform,
limiting its users and upsetting its community. Here’s
to hoping that YouTube can find a way to protect the
creative core it has developed for years, as clashes be-
tween business decisions and creative freedom keep
on happening more and more every year.

Kaan Glinderen
1t year Business Administra-
tion student. Passionate about
music, videogames, sports and
technology, and a recovering
foodie.
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During the How Close Can You Go series, | had the
chance to meet very inspiring executives. They hold cor-
porate positions only to dream of as a student. They are
big players in the Dutch financial markets. | talked about
their student life, career path, market circumstances,
and their vision on current students.

The interviewed executives are Mark Schilstra (former
Managing Director at KAS Bank), Dennis Dijkstra (Co-
CEO at Flow Traders), Lukas Daalder (Chief Investment
Officer at Robeco Investment Solutions), and Jelle
Ritzerveld (former Chief Risk Officer at Delta Lloyd As-
set Management).

After several interviews, it became clearer and clearer
why these people are so successful. It was a huge in-
sight for me in what determines a successful career. Of
course, there is no such thing as the key to success, but
there are very similar patterns between all of them. In
this final article of the How Close Can You Go series, |
want to share my insights in the road to success.

There has been a lot of research into the key determi-
nants of success, not only in corporate success, but
also in sport performance. Angela Lee Duckworth is a
Professor of Psychology at the University of Pennsylva-
nia and has researched what has constituted towards
success. She began her career at McKinsey, after which
she left to teach math at a public school in New York.
During her time as a teacher, she noticed that IQ is not
the sole determinant to success in people’s lives. Sur-
prisingly, her best math student did not even score high
on IQ tests. She also noticed that doing well in school
and in life depends on much more than your ability to
learn quickly and easily.

She left the school and started an academic career in
psychology studying success in all different settings:
Sports, sales, teaching, and so on. At the end of her re-
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An empirical research into the success of top executives

search, she concluded that there is one characteristic in
common: passion and perseverance for very long-term
goals.

This is summarized in a GRIT score. The score is from
0 to 5, where 5 would indicate the most passionate
person you will ever meet. Notice that talent is a totally
different thing with respect to GRIT. You can be as tal-
ented as you are, but when you do not follow your goals,
you will never be successful. With this in mind, we can
analyze our previous interviewed executives. | have
asked the executives to do the GRIT test, and, not very
surprisingly, their average score is 4.24. This is higher
than about 80% of American adults in a recent study of
Angela Lee Duckworth.

During my interviews, | have discovered four similar pat-
terns between all of them. | will summarize them in four
success factors:

«  Education;

«  Environment;

* Individual;
Opportunity.

Education

Jelle Ritzerveld, former Chief Risk Officer at Delta Lloyd
Asset Management, always has the desire to learn new
things. According to Jelle Ritzerveld, one of the most
important things is to keep learning. Especially in such
a fast-moving world, it is crucial to stay tuned. With his
academic background (PhD in Astrophysics), this is not
very surprising. Another important aspect is to learn to
deal with constant responsibility when climbing up the
ladder. “As an executive, you have to stay reachable all
the time. It is important that you can deal with this con-
stant sense of responsibility.”

Header photo, from left to right: Mark Schilstra, Dennis Dijkstra, Lukas Daalder and Jelle Ritzerveld.
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Also, according to Mark Schilstra and Jelle Ritzerveld,
reflecting on yourself on a daily basis is very important
to keep moving forward. “See more than only your own
job” says Mark Schilstra. “Ask yourself the question:
What do my actions mean to the company? How can |
influence the company’s operations by my own actions?
Can it be more efficient? If you are asking these ques-
tions to yourself, you are on good track.”

Environment

Not only you as a person determine your success, but
the environment where you are in also has a huge im-
pact on your success. During the student life of Den-
nis Dijkstra, he was a member of the A.S.C., the biggest
student association in Amsterdam. ‘At A.S.C. | came in
contact with a lot of diverse people. | played hockey at
a high level and surrounded myself with inspiring and
motivated people. | think this is a really important fac-
tor in your student life. Your motivation needs to come
from inside, but if this is ensured, you need to surround
yourself with motivated and inspiring people to keep this
motivation running.”

Also, when you are in a leadership position, inspire the
people around you, and take on the leadership role in an
authentic way. This is very important to keep the train
rolling, according to Jelle Ritzerveld.

Individual

The most important, but also challenging factor of suc-
cess is you as an individual. Both Jelle Ritzerveld and
Lukas Daalder agree upon the statement that a different
perspective on the world is not necessarily a bad thing.
“Try to see yourself as an employee of yourself. Before
you start, set specific goals, the quality of your work for
example, and make them more ambitious than the goals
set by your employer” says Lukas Daalder. “And also,
don't be afraid to express yourself even though you are
not perfect” Jelle Ritzerveld says.

Dennis Dijkstra states that you should leave your com-
fort zone and constantly push yourself to the limit. “Push
hard and get the best feeling in the world: the feeling that
you worked insanely hard to achieve something. Focus
on what you do and do not be scared to think differently.”
The focus part matches with the view of Mark Schilstra.

He finds it very important to focus on the thing you are
doing and finish it. He finds it terrible to see people
trying everything, but who do not finish any of it. “This
translates itself to the work floor where employees try to
take on every project, but do not finish any of them.” Also,
Jelle Ritzerveld mentioned that you should not make
yourself comfortable in life. You should always look for
a challenge to go forward.

Also, according to Mark Schilstra, you should be will-
ing to sacrifice in order to achieve a goal. Think about
sports, where you have to sacrifice a lot of free time in
order to achieve the best possible result. “Back in the
days when | was fifteen years old, | worked my socks off
to buy a new stereo system. Every Thursday, every week-
end, every holiday | worked at the local supermarket for
three-and-a-half years to finally get the stereo system.
This does not show that | did the most spectacular job,
but it shows that | was willing to sacrifice to get some-
thing! Because of this, | know the value of money. You
cannot work with money - relating to the financial ser-
vices sector — when you do not know how valuable it is.”

“Ensure that you are a trustable partner to work with who
knows (or want to know) what he or she is talking about”
Jelle Ritzerveld says. Thereby, when pursuing a leader-
ship role, you have to ensure that your communication
skills are on point. “You can train this with several cours-
es, but you can also do this yourself. Firstly, you have to
listen very carefully to the other, so that you really hear
what the question is. Secondly, explain it as you would
like to get it explained. These are two key points to re-
member when communicating with others.”

Opportunity

At last, there is such a thing as opportunity. It is not the
most important thing, but when there exists an opportu-
nity, take it according to Jelle Ritzerveld. You should not
let it slip away. Thereby, remember that the path with
the most resistance is often the one that leads to the
best results.

These four categories were most often mentioned by
the executives. They all have different stories and back-
grounds, from economics to astrophysics, but | found
the four categories in every person’s answers to my
questions. | think this is a pattern between them, which
helps to explain their success.

This has been a huge opportunity for me to meet such
inspiring people. With “the finish line”, this is the last
article of the How Close Can You Go series. Thanks
to Mark Schilstra, Dennis Dijkstra, Lukas Daalder, and
Jelle Ritzerveld for taking some time in between their
extremely busy schedule to have a chat with me. It was
a pleasure.

Nando Slijkerman
Ambitious third year bachelor
student Economics & Business
at UVA. Very interested in invest-
ment banking, private equity, and
passionate about rowing.
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New Year's Resolutions

| am happy to say that the list of my phobias is quite
a short one. Besides the obvious fear of spiders (how
could you not?), there are not a lot of things that fill me
with fear. Lately though, | began to feel the walls closing
in on me. Not the actual walls of my small Amsterdam
room, but rather the virtual walls confining me until | al-
most couldn’t breathe. Simply put, | feel smothered by
technology.

Itis not just social media, although it has a big role in my
newfound phobia: It is the feeling that every action, like
buying a carton of milk, or paying the bill at a pub, or just
reading my emails on the street, requires me to leave
a traceable digital footprint that may never go away.
We are so dependent on so many digital platforms that
we do not realize how our privacy is completely taken
away and how decisions that we think we are making
are made for us; the way we communicate with each
other has changed entirely. In the early 19th century, a
group of English textile workers smashed automated
looms as a form of protest against new kinds of weav-
ing technology. They were called luddites, and today
we use the term to describe those who protest against
new technologies. But this is not one of those articles.
| do not intend to bash technology in the name of good
old-fashioned values, but rather to express some con-
cern. Concern, because there is something scary in our
absolute dependency on the goodwill of technological
corporations that accumulate gargantuan amounts of
private information about us and about everyone we
know. Advancement and progress are exciting, but we
must strive to preserve our voices in the process.

Therefore, | decided to gather a few New Year's resolu-
tions in order to retrieve some of my lost independence.

1. Use social media less

| enjoy spending some time scrolling down my Face-
book feed, or taking a nice photo for my Instagram
account; | am definitely not the only one. As of June
2017, Facebook had 2 billion monthly users and You-
tube had 1.5 billion. As of February 2017, Whatsapp had
1.2 billion users. Giant corporations are connecting the
world one million users at a time; they also face some
sociological problems as they expand to every society
on the planet. These problems include alienation, the
spread of fake news, and harassment by internet bul-
lies. In 2017, both Google and Facebook captured ap-
proximately 60% of the digital advertising market, with
ads being customized to the preferences of each and
every user. The spread of the tech giants is so wide
that government can no longer contain them. In early
November, a series of US congressional hearings were
held regarding alleged Russian attempts to spread mis-
information during the 2016 American elections via
social media platforms. Representatives of Facebook,
Google and Twitter were invited to explain and defend
their companies’ positions regarding alleged activities
of Russian hackers. The hearings seemed more like
roasts than congressional gatherings, and this is quite
understandable: governments have lost their monopoly
on information and can no longer control the tech gi-
ants. Who is, then, to take responsibility for the spread
of misinformation on the internet? On the one hand,
tech giants claim they advocate freedom of expression

10 A = Y A



roste/ ___________________/

as they strive to make the world a well-connected place;
on the other hand, freedom on the internet, or at least on
the big social media platforms, is an illusion. That being
said, the grip on our privacy and personal information is
enabled very much by our own willingness. Responsible
usage of social media platforms is still possible.

2. Buy less things online

A while ago | read an article online saying that Amazon
couriers, with the help of a special lock and a camera,
can now unlock your door and deliver your package to
the foot of your bed, literally. | recalled that Amazon
customers can receive their package two hours after
ordering, and drones can drop your orders into your
own hands. I've written a while ago about the magnif-
icent surge of Amazon and the influence it exerts on
world economies, the American economy in particular;
for every dollar spent online, half of it goes into Amazon
hands. E-commerce giants are replacing “real-life” retail
stores and shopping centers, changing the very basis
of our day-to-day consumption to the extent that we are
willing to let Amazon couriers into our homes. Amazon’s
servers are the technological backbone of many other
companies and agencies, including the CIA. More gen-
erally, in 2016, 53% of all global internet users shopped
online. There are many good things to say about Ama-
zon and other e-commerce giants: their approachable
platforms provide a comfortable, diverse and personal-
ized shopping experience. E-commerce will continue its
fast-paced growth in 2018, and yet, we should continue
to discuss its captivating effects on our lives. Just think
of the number of online stores that know your name,
address, phone number and your credit card details.

3. Have more cash on me

Last year | was sitting in a restaurant when a man came
in and started playing the guitar. He played beautifully,
and only when he was done | realized | had no cash to
give him. | found that intriguing, so | went and checked
whether cash did in fact vanish from our lives. Declar-
ing the disappearance of cash may be a bit premature,
but there is definitely a change in the way we carry out
transactions. Fiat money has been in use for hundreds
of years, and for a good reason: it is reliable, easy to
carry, and most importantly - it is (presumably) anony-
mous - as long as you are not required to report a cer-
tain amount for tax reasons. Cash allows both parties
engaged in a small transaction to remain unidentified
and to leave minimal traces behind. In recent years,
however, we have been carrying out many simple trans-
actions via digital platforms, including services offered
by our own banks. Some supermarkets in Amsterdam
no longer accept cash as a way of payment(!), and mak-
ing a transfer with your smartphone is easier than draw-
ing money from the bank. All of this is very convenient,
but the disappearance of cash means that there are no

more transactions “under the radar”. | find this quite
frightening. This has given rise to the development of
anonymous internet cash and other methods of uniden-
tified payment online. It is definitely not reserved only to
the dark side of the internet...

4. Turn off my smartphone every now and then

We hear on a regular basis about hacks and security
breaches of online companies, tech giants and even
government agencies storing private information. |, for
one, am attached to my smartphone; it has almost be-
come an extension of my hand. | wondered about the
fact that smartphones have become indispensable,
which is exactly why we should be more concerned
with confidentiality and privacy when using them. For
almost any smartphone you own, it is very possible that
Google, Apple and the like are tracking you. Information
about the apps you used, your search queries, and even
your physical location, is harvested and utilized. Pref-
erence can be tracked to serve up relevant advertise-
ments. Once again, we face a trade-off - do we allow
Google to track down our location if it means it can find
us a faster way to get home? It seems that private infor-
mation is the price you must pay in order to receive dig-
ital services. The decision whether to pay such a price
is personal, but discussions about these daily trade-offs
need to be held more often. There are also some mea-
sures you can take to limit the collection of personal
information via your smartphone or laptop (check out
privacy policies and terms).

Writing this, | realize that | will probably break most or all
of these resolutions in a matter of days. Nevertheless,
the concern is still there - that with many comforts of
our digital era comes a substantial loss of anonymity
and confidentiality. Our behavior online and via apps
and other digital platforms is constantly being docu-
mented and analyzed by corporations for a variety of
objectives, some of which are for profit. Our daily lives
are reshaped by the digital era, but it is necessary that
we do not lose control of our own participation in digital
platforms and in new exciting technologies. A number
of relatively-simple actions can retrieve a sense of con-
trol, even though we are only individuals acting against
the will of giant corporations. We can also spend some
time, every now and then, thinking about the various in-
terests involved in the digital revolution. Awareness is
the first and probably the most important step in com-
bating one’s technological distress

Alma Rottem
An Israeli Economics and Philos-
ophy student at Amsterdam Uni-
versity College. | enjoy finding
obscure connections between
things.
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The Netherlands A‘Tax Haven

On the 5th of November chaos erupted, caused by the
leak of 13.4 million documents. These documents are
also known as the Paradise Papers. Many celebrities
and multinationals were exposed. These companies
and celebrities used complex constructions and cre-
ative bookkeeping methods to avoid millions of taxes.
The Netherlands turned out to be a tax haven for many
multinationals, such as Nike, Starbucks, and Procter &
Gamble. How is this possible, and are there any initia-
tives from the Dutch government to avoid this in the
future?

Especially the tax rulings used in the Dutch tax system
receive much criticism. Tax rulings are secret agree-
ments between multinationals and the Dutch tax au-
thorities. In these rulings, agreements are made about
the amount of taxes the company has to pay.

The reason why this is done is to give the multination-
al company certainty about the amount of taxes to be
paid. These are rather creative agreements, as there is
no discussion about the tax rate the multinational has
to pay. It is the part of the profit on which taxes need to
be paid that is negotiable.

For example, some multinationals create letterbox-en-
tities in tax havens like Bermuda or the Cayman Is-
lands. A letterbox-entity is a subsidiary of the company,
which only has an address and registration. Although
these subsidiaries do not exist physically, they play an
important role in avoiding taxes. Profits transferred to

these letterbox-entities are often not taxed. The reason
for this are participation exemptions. This means that
subsidiaries of the holding company are excluded from
taxes. Rulings are under discussion due to the exposure
of the ruling made in 2008 between Procter & Gamble
(P&G) and the Dutch tax authorities. In this ruling, per-
mission is given by one tax inspector to transfer 676
million dollars to a letterbox-entity on the Cayman Is-
lands without paying taxes. P&G avoided $169 million
worth of taxes.

There are six requirements to make a ruling, and they in-
clude a description of the company structure, a second
autograph of a tax inspector, and the ruling has to be
presented to a team of ruling specialists. These require-
ments were not met in the ruling of P&G. There was only
one tax inspector, no description of the company struc-
ture, and no presentation to a team of ruling-specialists.
Because this is the first ruling ever to be made public,
many questions arose. What if this is not the only ruling
that does not meet all the requirements? How many tax-
es have already been avoided?

Another multinational company that benefited from the
Dutch tax system is Nike. Nike's headquarters is locat-
ed in Hilversum and the company also has subsidiaries
in Bermuda in the form of a CV. A CV is a limited part-
nership (in Dutch: commanditaire vennootschap). These
CVs are owned by partners outside the Netherlands.
The profits made by these CVs are considered to be
profits made by the partners themselves. Therefore the
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Dutch tax authorities consider these profits as made
abroad and not taxable by the Netherlands, whereas
other countries recognize CVs as regular companies.
Consequently, they regard these CVs to be taxed by the
Netherlands. As a result, these profits remain untaxed.
In Nike's example, 4 billion dollars remained untaxed
from 2010 until 2014. By making smart use of the Dutch
taxation laws Nike, and many other multinationals, like
Apple, Google, and Starbucks, were able to avoid vast
amounts of taxes.

But why would the Dutch government establish and
maintain these laws and opportunities? There should
be a good reason as to why these multinationals pay
considerably less taxes in comparison with Dutch citi-
zens and small companies like sole proprietorships. As
an explanation the Dutch government states that the
attractive tax situation is very important for internation-
al competition. More companies have positioned their
headquarters in the Netherlands due to the advanta-
geous tax climate. These companies benefit the Dutch
economy, mostly by creating more employment oppor-
tunities.

Furthermore, when there are more multinational com-
panies, this boosts international trade with the Neth-
erlands. In addition, it becomes more attractive for in-
vestors to invest in Dutch start-ups and projects. These
advantages are doubtful when we look at letterbox-en-
tities. Even though a lot of companies really have their
headquarters situated in the Netherlands, some only

use a letterbox-entity, so they enjoy the tax advantages,
but contribute nothing to the Dutch economy.

The benefits of multinational headquarters in the Neth-
erlands do not outweigh the costs. Over the years mul-
tinationals paid less and less taxes, whereas the Dutch
government still has to pay all its costs. Therefore the
tax burden for the inhabitants of the Netherlands keeps
rising. Now the Dutch government, under pressure from
the European Union, wants to change the current situ-
ation.

Firstly, a letterbox-entity has to pay withholding taxes
on royalties and interest. Secondly, the tax authorities
will get more money and time to increase their detec-
tion capacity. Thirdly, the European Union and the Or-
ganisation for Economic Cooperation and Development
will exchange information about rulings, so these agree-
ments become more transparent. Lastly, from 2020 on-
wards, CVs that do not pay taxes will be prohibited. The
establishment of these measures will hopefully change
the current situation, creating more equality between
the tax burden on inhabitants, small companies and the
multinationals.

Annika Hooft

Dutch second year Accountancy
& Control student.

| love to explore new cities and
countries, and like to write about
business and topics that affect
students directly.
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The Repercussions of Corruption
Prosecutions in Latin America

It can be easily stated that Latin America has never been
the most transparent of regions. Corruption has been a
constant component of its history, and in many coun-
tries, it has become a feature pretty much expected of
government officials. This trait was highlighted through-
out last year, after multiple corruption scandals broke
out. The most prominent one is probably the Odebrecht
case, which now involves executives and officials of
about ten South American countries, who are being ac-
cused of accepting bribes in exchange for government
contracts.

In much of this region, corruption affairs are usually for-
gotten without much repercussions within a couple of
weeks. And although they do incite some dissatisfac-
tion and protests among citizens, more often than not
the stories die down after the prosecutors are reward-
ed to look the other way. However, ever since the Ode-
brecht affair broke out, the public has been bombarded
with constant updates about the case, which has now
claimed over 50 names in the political field, with bribes
estimated to sum up to approximately 8 billion US dol-
lars: A number that's expected to go up as the investi-
gation proceeds.

Beyond the magnitude of the affair, what has really been
making noise lately is the fact that those responsible
are finally being held accountable for their actions. For
instance, this year the former president of Peru, Ollan-
ta Humala, and the current vice-president of Ecuador,
Jorge Glas, were put in pre-trial detention for their as-
sociation with the company. This expresses a growing
intolerance towards corruption; which is, of course,
something extremely beneficial, that if endured, could
result in more reliable and transparent institutions, able
to reduce the palpable barriers to economic growth that
corruption brings to these nations.

However, recent surveys reported that this increased
awareness of the issue has also provoked Latin Amer-
icans to associate corruption with democracy. About
60 percent of the people surveyed thought corruption
had risen over the past year when as a matter of fact,
multiple smaller cases constantly emerged on the years
prior the Odebrecht scandals, but few paid attention to
them, and the investigations were rarely consistent.
Consequently, the support of democracy decreased by
8 percent, reaching a historic low of 58 percent in the
region. This suggests that the citizens are perceiving

corruption as solely a bureaucratic and structural affair
instead of a cultural one, deeply immersed in the values
and daily activities of societies. To be precise, a study
done by Transparency International reported that last
year, one third of the population had to pay a bribe to
access a public service. Now, these illicit transactions
were made between citizens and ordinary workers,
looking to make some money on the side. Something
that isn't the least frowned upon. Therefore, it would be
inaccurate to state that this is only an affliction of high
government officials.

Nevertheless, this perspective is currently providing a
pathway for a new wave of populist leaders to incite na-
tionalist feelings among the citizens and falsely point
towards restructuring as a solution to corruption. A
matter that becomes even more severe when we take
into account that 38 percent of the population also stat-
ed that they'd be willing to support a coup d'etat if that
would reduce the levels of corruption and crime. Fur-
thermore, economic growth as a result of a spike in the
prices of petroleum, followed by a huge downturn on
the worth of an oil barrel, citizens are also looking for
someone to blame for the recession that is sweeping
through many of these countries, and as Ecuadorean
pollster Paulina Recalde stated “People are increasingly
associating the slowdown of the economic cycle with
corruption, they believe that if there’'s no money today
it's because someone in the government stole it”. Addi-
tionally, Brazil, Chile, Colombia, and Mexico have elec-
tions coming up next year, all of which have their own
populist candidate doing very well on the polls.

It is impossible to predict what the outcome of these
elections will be. However, Latin Americans are looking
for someone to blame for the current plunge in their
economies, and populist leaders are more than willing
to point them towards democracy and the previous gov-
ernmental model. Even when as a matter of fact popu-
list governments tend to be more corrupt. All in all, the
real question is whether or not frustrated voters will fall
for their schemes and make a choice based on resent-
ment and idealistic expectations.

Daniella Sorrosa ~
Ecuadorian student in Econom-
ics and Business Economics,
interested in social and political
topics.
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Market to the World

On November 10, 2017, a day after U.S. President Donald
Trump called for better access to Chinese markets in a
meeting with Chinese President Xi Jinping, the Chinese
government announced that it would further open the
country’s financial markets. The Wall Street Journal de-
clared that after much foot-dragging, China has agreed
to let foreign banks take charge of local brokerage and in-
surance joint ventures, and removed caps on their stakes
in domestic lenders. It marks an important milestone and
sends a signal that authorities are confident that Chinese
domestic financial institutions are now strong enough to
compete directly with foreign rivals.

This decision seems to be one of the biggest concessions
by China since the country entered the World Trade Organi-
zation (WTO) in 2001. The economic liberalization required
by the WTO rules weakened the position of its domestic
Chinese companies. In response, the Chinese government
used different restrictive measures against foreign invest-
ment and capped the participation of foreign capital as a
protective measure. As time passed, Zhu Guangyao, the
Chinese Deputy Finance Minister, said that a lack of for-
eign competition had made Chinese domestic financial
institutions “lazy”. Therefore, on November 10, 2017, Mr.
Zhu said China would allow full foreign ownership of local
securities companies in 2020 and of insurance companies
in 2022. Currently, China does not allow foreign majori-
ty ownership of companies in these sectors. Under new
rules, foreign companies can operate securities or life in-
surance services only through joint ventures, with foreign
ownership capped at 49% for securities services, and 50%
for life insurance services. The limit will be raised to 51%
as early as this year and removed entirely in 2020. For life
insurance services, the cap will be raised to 51% in 2020
and removed entirely in 2022. Banks are already allowed to
operate wholly owned subsidiaries in China. Under the new
rules, the cap will be raised on foreign ownership of local
banks. All the changes mentioned above mean that China
will fully open up its financial sector to foreign investors.

Why did China decide to further open its financial market
right now?

Some analysts attribute it to Trump’s administration, which
is quite disputable, because such a measure usually takes
along time to roll out. The Chinese government pays much
attention to financial stability, and this is why over the past
two years there has been a series of restricting measures
concerning shadow banking, off-balance-sheet transac-

tions, and financial markets. In fact, the need for reforms
and greater financial liberalization was already discussed
at the previous party congress. But it is only during this
year's congress that the Chinese president underlined the
importance of reforms and called for making the financial
sector more open.

However, economists wondered whether foreign investors
are ready to increasingly participate in the Chinese finan-
cial market. They were also concerned about the debt is-
sue, the ambiguity of the regulator’s role, and the possibil-
ity of state control over capital movements. In addition, it
is not entirely clear whether the liberalization will actually
result in the creation of new industries that are now com-
pletely owned by foreign western companies. Moreover,
some industry analysts say that the changes are too little
too late.

Despite the challenges it faces, most analysts are positive
about the new measure. They generally believe that fur-
ther opening will bring new vigor and vitality into the Chi-
nese economy and even the world economy as much as
China entering the WTO did. IMF chief Christine Lagarde
described the move as a “very positive development”. For
the Chinese public, financial market liberalization enables
them to choose among a more diverse range of service
companies. During quite a long time, lacking proper in-
vestment opportunities led Chinese investors to put all of
their money into the real estate market, which in turn drove
housing prices sky high. With the opening of financial mar-
kets, the public will get access to overseas investment
and other services that were out of reach to them before.
Markets reacted positively to the news, with insurers and
futures-related firms rallying strongly.

Another anticipated effect is the increase in employment
opportunities in China, for both Chinese residents and
foreigners. Officially, if the application of this measure
succeeds, the financial markets in China will reach a lev-
el comparable to that of most other developed financial
markets. Therefore, since the number of qualified financial
experts is already insufficient, we can expect an increasing
demand in the near future.

Wenting Deng

Third year bachelor student
in Finance and Organization.
Passionate about exploring the
world.
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Clima
Why climate change remains a controversy and how
the chaos began

2017 is the year that politics has radically changed in
many different ways with increasing support for radical
and extremist perspectives. Luckily, even with the up-
surge of right-wing politics all around the world, the idea
of climate change skepticism has not been too promi-
nent, well, except for the United States. In fact, its Con-
gress is probably the only place in the world where a de-
bate about climate change is allowed to happen. With
such overwhelming scientific evidence and increasing
media coverage that are in favor of climate change, how
is this still a thing?

History of climate change deniers

As historical evidence suggests, the origin of the de-
niers stems from the anthropological view of the nature
that natural resources are created for human use as
stated in the Book of Genesis, a part of the Christian
Bible. The scientific and technological revolution of
the 18th century somewhat reflected that ideology, as
represented by the unprecedented level of growth that
was sustained for decades. This period also marked a
transition of the political belief, in which the capitalist
system prevailed over all other thoughts, and power
and prestige are strongly attached to individual rights
and private property without having great attention to
concern of other groups of people. The environment, as
such, suffered during the period, with growing signs of
pollution that continued to exist for centuries. Having
enjoyed the abundant wealth from the extraction of nat-
ural resources, the industrial owners and their interest
groups, which include conservative politicians, their
think-tank groups would try to obstruct anything that
got in their way.

After the breakdown of Communism, the event that
was marked by the infamous breakdown of the Berlin
Wall, many were jubilated with the victory of the capital-
ist, non-interventionist system that echoed all over the

world. At the same time, with the United Nations con-
vention Earth Summit of 1992, more than 170 nations
joined together to agree upon a mutual commitment
which attempted to reduce the anthropological impacts
towards the environment (this eventually led to the
succeeding foundations of the Kyoto Protocol and the
Paris Climate Accord). The interest groups realized that
agreeing to this commitment would curb the embrace
of global capitalism, which was against the foundation
of freedom and liberty that they tried to advocate for
so long. With the help from the associated media, not
only did they try to lobby against the implementation of
climate-friendly policies, but they also tried to weaken
the narrative of climate change to the public. At times,
they called it a “junk science” and published books that
strongly opposed climate change - which amounted to
more than one hundred books from 1990 to 2005. With
the recent publications of extensive literature on the im-
pact of humans on climate change during this period,
the debates over the legitimacy of climate change was
promptly won by the advocates, but interest groups re-
mained challenged.

What do the scientists say?

Up until now, 97% of all surveyed scientists have as-
serted that it is extremely likely that recent change in
climate activities are attributed to human causes, as
reflected by the measurement of excessive greenhouse
gases level.

However, the overall effect is not exactly as straightfor-
ward as it initially looks. Because of rising temperatures,
territories that are close to the Arctic regions actually
gain from the related effects. For example, snowmelt
in the Northern Arctic creates shorter inter-continental
routes for container ships, which reduces transportation
costs for companies. Warmer temperatures also make
farming, and agriculture as an industry, more diversified
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and developed as a whole. However, countries that are
closer to the equator suffer greatly with the global im-
pacts of climate change - to name a few, the rising tem-
perature makes cultivated land less arable, which hurts
agriculture production; rising sea level forces people to
dislocate themselves from their shelter; and rising fre-
quency of natural catastrophes damages people’s prop-
erty and halts economic activities. In combination, the
net effects of climate change are negative.

Still, why is there so much resistance and distrust from
the public?

The primary problem, whether you believe or not, should
be attributed to the role of science as well. Although sci-
entists are doing extremely well in consistently creating
new innovations with their inspiring discoveries that
have reformed the lives of many, they have largely failed
to communicate effectively with the public. More impor-
tantly, they also fail to convince the right politicians who
could dictate the agenda towards its way which could
alleviate the ongoing concern of a worsening climate.

For example, before the Fifth Assessment of IPCC was
published in 2014, only synthetic reports consisting of
thousands of pages was published. In addition to that,
the extensive use of high-sounding technical language
in the report did make the report too incomprehensible
for a politician without the necessary background to
understand. When climate change is now considered
as both a scientific and political issue, such complexity
would make it difficult for any politician to strengthen
their viewpoint in their combat against the naysayers.
Furthermore, people tend to overlook the notion of on-
going environmental problems and are more focused
on what is relevant to their daily lives. This does not only
happen to issues regarding climate change, but also to
some other instances, like persuading parents to vacci-
nate their children.

Although there is wide scientific evidence and much
awareness regarding the problem of climate change
around the world, its consequences are in fact extreme-
ly difficult to be quantified. For example, take the cal-
culation of the provisional carbon tax. Calculations de-
rived from numerous scientific papers concluded that
the reasonable social cost of carbon tax should be at
$43/1C02, with an astounding standard deviation of
$82/1C02.

These results suggest two additional inferences - one
is that there is still a lot of uncertainty in predicting
the adverse consequences of climate change, and the
other one is that there is still a reasonable chance that
emitting greenhouse gases is actually socially benefi-
cial, even in the long run! Although the averages of the
estimates are positive (inferring that emitting carbon is
harmful to the lives of humans), we could clearly see

that there is not enough power of legitimacy to outright
reject the damaging effects of increasing global carbon
emissions. However, the calculations might differ de-
pending on the discount rate that is applied and that
reflects how each scientist values intergenerational
consequences and fairness. The model and the tech-
nology is not that well developed either to capture the
comprehensive magnitude of climate change, which is
extremely complex - even if the effects can be identified,
its repercussions may only be felt after a few decades.

“What if science is wrong?” is such a ridiculous ques-
tion to ask considering how ignorant it sounds, but that
has long been the powerful weapon of the naysayers
in rejecting the scientific evidence of human-induced
climate change. In principle, science is not wrong, and
it is not supposed to be wrong either. However, the dis-
trust from the public towards science recently has been
about the belief that science can be privately motivated
and will not attempt to solve for the common good.

For example, when Scott Pruitt was appointed the EPA
Administrator, he blocked any research that supports
climate change, because he feared that the researchers
could be (privately)-motivated by the previous EPA coun-
cil to conduct such researches (and how ironic it is that
he replaced the subsequent EPA council by industrial
owners!). Further allegations of fraud and other wrong-
doings of climate scientists on the Fourth Assessment
of IPCC (2007) promptly besmirched the credibility of
the report in the eyes of the public. However, the case
was later dropped, but its consequences have created
further opportunities for politicians to undermine the
reputation of climate scientists and the IPCC reports.

It is going to be extremely challenging to alter the per-
spective of the deniers, either because they are finan-
cially motivated to do so, or the reason for their con-
stant rejection is deeply rooted in their religious belief.
What can be done to mitigate the influence of climate
change skepticism is somehow to raise awareness
among the younger generation since their long-term
influence would be much more important. Other coun-
tries have taken giant steps to minimize the impact of
climate change, especially countries within the Euro-
pean Union and China who are commensurable to the
United States.

So hey, it is supposed to be “America First”, right?

Hai Pang Vi
Third-year Bsc Economics stu- ;
dent at the University of Amster- '
dam. At Rostra, | am inspired to
inspire my audience through my
stories and analyses.
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Paradigms in Development StUdies

Development Studies is a nascent social science, which
has been developed in the past seventy years, and is still
developing. After the disastrous effects of World War
I, reconstruction was the priority for countries and or-
ganizations all over the world, which shaped policy and
international relations in the post-World War Il globe.
More importantly, this led to the inception of many in-
ternational organizations such as the World Bank (WB)
and International Bank for Reconstruction and Develop-
ment (IBRD), which have helped shape (and destroy) the
economies of many countries over the last decades.
As with any other social science, development studies
is subjective, has its dominant players and opposing
factions. This article takes a look at how development
studies has evolved over time, and what it did lead to,
along with contextualization with regards to the actors
who impacted it.

It would be remiss to say that development is not bi-
ased. The very phrase, “underdeveloped countries”
suggests there is a corollary, “developed countries”.
And what are these developed countries? Western na-
tions such as the United States of America, Germany
and the Netherlands fall under this category. This begs
the question, what makes them developed? Is there an
international body, which ascribed them this label? On
the other hand, countries such as Ghana and Afghan-
istan are “underdeveloped”. Although it makes sense
in various aspects that these Western countries have
better economies and better technology, it is a step too
far to be labeled as the epitome of human civilization.

The condescending tone of this nomenclature, coupled
with the idea that all nations should aspire to be “de-
veloped” a.k.a mirror these Western countries, makes
it very biased.

Walt Rostow, an American economist, developed one
of the first models in development theory. Termed as
“Rostow’s growth model”, this was widely considered to
be the holy grail in this field. It consists of five stages,
namely:

Traditional society
Preconditions for take-off
Take-off

Drive to maturity

Age of high mass consumption

a2

It is hard not to notice the influence of capitalism on his
model. Developed in 1960, at the height of the Cold War,
it pushed for exponential economic growth and high
mass consumerism. Countries that would have applied
this model were usually then-recent post-colonial sov-
ereign states. To achieve high economic growth would
mean closing down international trade, developing the
national labor force and market, and mass provision of
services by the public sector. Consequently, this would
mirror a socialist state, and the USA with its policy of
containment, was not keen on that. So this was market-
ed as the ultimate cure for poverty to the poor countries
of the world.
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This brings to light another question: what exactly is the
goal of development? And why is poverty the biggest
problem that is being tackled? Native Americans did not
have many goods and were not interested in material
goods. However, they led very peaceful lives. Monks
share the same outlook. They do not have any worldly
attachments or material commodities, yet they are very
content with the way they live. So why is poverty such a
big deal in development? And it is not just development
studies that deals with poverty. Students of economics
also learn about tackling poverty and creating employ-
ment. Poverty is portrayed as the manifestation of rural
and traditional cultures. Being “backward” causes pov-
erty. However, is it true?

Again, what does it mean to be “backward”? Who is “for-
ward”? The origins of this nomenclature can be attribut-
ed to neo-liberalism. Neo-liberal principles visualize a
world without any trade barriers and zero government
control over the market mechanisms. In other words, it
is a global market that is accessible to all. Due to World
Bank, International Monetary Fund and other institu-
tions pushing for neo-liberal agendas in countries they
were operating in, market penetration became easier
than ever. And more often than not, market penetration
is mostly enjoyed by big corporate companies, who reap
exponential profits out of this. In turn, this results in the
local industries being isolated, with all their former con-
sumers flocking to the sophisticated international com-
panies. This makes the local economy weak, and very
likely causes a recession. So, as a manipulation maneu-
ver, the terms “backward” and “traditional” were used
for these local markets, so that the peoples would get a
sense of redundancy and would join the global market.

Coming back to the goal of poverty alleviation in de-
velopment: Is that really what development is about?
Economic growth and high-consumption societies? The
most fundamental law of economics states that goods
have a diminishing returns. So, high levels of consump-
tion will also have diminishing returns. What is the next
phase? The paradigm of Alternative Development takes
a look at the central issues in development and offers
different, fresh perspectives in this field. Alternative de-
velopment focuses on the development of humans, as
living, breathing entities. It incorporates the local peo-
ples, involves heavy contextualization in the process
of making policy and offers a grass-roots level view to
development. Compare this with mainstream develop-
ment. Some of the biggest differences are that main-
stream thinking is predominantly top-down in almost
every aspect. Alternative development suggests that
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the people who face the problem should be contacted
first, and then policy should be made based on this in-
formation, which is a bottom-up approach. However, it is
easier said than done. Countries have vast populations,
and it is very difficult, almost impossible, to involve all
local communities in the policy-making process. But al-
ternative development practitioners have scored major
wins, and have merged into mainstream development
in the last few decades. Amartya Sen’s “Development
as Freedom” is a shining example of the impact of alter-
native development. In his works, he emphasizes that
“freedoms” are the key to development, and the end
goal is to lead a fulfilling life. These “freedoms” cover
different aspects of socio-economic life, such as free-
dom of expression, freedom of employment, freedom
of social infrastructure and so on and so forth.

There are many other paradigms and schools of thought
in the field of development studies, but this article will
not do justice to them if they are explained very briefly.
Theories such as post-development and neo-classical
development theories address different aspects using
different models and mechanisms. However, it is im-
portant to understand and acknowledge the fact that
development studies is a subjective science, and there
is no single answer to what is correct or what is wrong.
Scholars can't even agree on the main goal of this field,
let alone the various models which should be used. The
content in this article mentions only some of the mod-
els and theories we know. Maybe in the future, there will
be better, more efficient models which are more com-
prehensive.

However, one thing is for certain: The world can be a
better place. And it can happen through many different
channels, be it by economic growth, high mass con-
sumption, or grass roots movement. As students of
economics, we should strive towards understanding the
dynamics of human interaction better. It is easy to get
carried away by numbers, policies and growth rates. At
the same time, putting a face on everything is all sweet
talk and no action. However, it is up to us how we deal
with the problems of the world, and what solutions we
come up with.

Atma Jyoti Mahapatra
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