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Dear Esteemed Delegates,

It is with great pleasure and enthusiasm that | welcome you to the General
Assembly Second Committee (GA2) of the LOGOS MUN conference. As the
committee Chair, | am honored to have the opportunity to guide our discussions
on cryptocurrency regulation and the viability of austerity measures

My name is Bill Derpanopoulos and | have been an active member of my
school’s forensics club for a few years now, as well as a proud MUN delegate
for my school. Similar to my fellow co-chair, Sergio, this is my first MUN
conference in which | will be participating as a StOff.

“Cogito, ergo sum”, stated by the French philosopher René Descartes and now
used as a motto of this conference, was a revolution of the human perception
of individuality. Translated as "l think, therefore | am," this statement serves as
a philosophical cornerstone that has resonated through centuries, challenging
our understanding of self, reality, and the very essence of our existence.
For us it serves as a reminder of the power of ideas and the strength that
humans possess to bring forth those ideas into the world.

In this MUN | encourage you to have an open mind and think creatively of
solutions that facilitate the majority of member states. Let’s all embrace the
responsibility of shaping a more thoughtful, empathetic, and informed world
through diplomacy and informed dialogue!

Best regards,

Bill Derpanopoulos
Chair of GA2

Email: b.derpanopoulos@gmail.com
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Dear Delegates,

My name is Sergios Chatziavramidis and | have the honor of serving as a student
officer in the innovative Logos MUN conference. | will be your Co-Chair in the
GA2 committee. | am currently an IB1 student at Anatolia College in
Thessaloniki and | will be coordinating GA2 alongside my main chair, Bill.

| would like to thank you for your interest in the Logos MUN conference at the
Moraitis school in Athens, a one-time project that delivers on its motto,
balancing the scales. For over 2 years now, | have actively been involved in my
school’s MUN club but have also pursued independent projects. This is my first
time serving as a student officer, and | am as excited as you are.

As delegates in the GA2 Committee, you will be tasked with exploring the
effectiveness, consequences, and ethical considerations surrounding the use of
austerity measures as a response to debt crises. You will dive deep into the
complexities of fiscal policy, social welfare, and international cooperation as
you seek to find balanced and sustainable solutions to this complex issue. In
addition, delegates will have to enforce regulations on cryptocurrencies.

We encourage you to approach this topic with open minds, extensive research,
and a commitment to constructive debate. We hope that your discussions will
deliver insightful perspectives and innovative proposals that can guide nations
towards a more resilient economic future.

As we embark on this journey together, | wish for a productive and enlightening
debate. May your deliberations be fruitful and may we collectively strive for
resolutions that pave the way for a more prosperous world.

Please do not hesitate to reach out to me at any time,

Best of luck,

Sergios Chatziavramidis
Co-Chair of GA2

Email: 20191151 @student.anatolia.edu.gr
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Forum: Economic and Financial Committee (GA2)
Issue: Evaluating the use of austerity measures to combat debt crises
Student Officers: Vasileios Derpanopoulos (Chair);

Sergios Chatziavramidis (Co-Chair)

Introduction

In the ever-evolving and changing landscape of global finance and economic
stability, evaluating the use of austerity measures and their effectiveness to combat
debt crises is of great importance. Throughout history, events such as market crashes,
financial crises, or ineffective governance combined with rampant corruption have
hindered a country’s ability to pay back its dues. In order to avoid sovereign default,
which would be followed by a humanitarian disaster or in the case of the eurozone, a
wide recession, austerity measures are implemented to lower unsustainable amounts
of public debt. These measures, characterized by fiscal restraint through reduced
public spending and increased taxation, have been employed by nations grappling
with financial turmoil, often through the forced guidance of a debt council.

From Greece to Ireland, from Spain to Portugal, and beyond, governments
have grappled with the formidable challenge of implementing such policies in the face
of bankruptcy. These measures, though often regarded as necessary, have brought
about multifaceted effects on societies, economies, and political landscapes. Just as
the stable financial markets are essential for the flow of trade and resources, austerity
measures are integral in determining the course of a nation's financial recovery.
However, they too are subject to tensions and political affairs, with debates over their
efficacy and social impact echoing through legislative chambers and city streets.

In this committee, we aim to evaluate the use of austerity measures as a
response to debt crises, to understand the complexities that arise, and to consider the
potential pathways to economic stability. Much like safeguarding the stability of a
nation's finances, it is essential to minimize tensions and find solutions that promote
both fiscal responsibility and social well-being. As we dive into this critical topic, we
should recognize the far-reaching impacts on nations and economies.

Definition of Key Terms

Austerity measures

“A set of economic policies, usually consisting of tax increases, spending cuts, or a
combination of the two, used by governments to reduce budget deficits.”
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Debt crisis:
“A situation in which a country is unable to pay back its government debt. A country
can enter into a debt crisis when the tax revenues of its government are less than its

expenditures for a prolonged period.”

Sovereign default

“Also known as a government default, it occurs when a sovereign entity, typically a
national government, fails to meet its financial obligations, particularly the repayment
of its government-issued bonds or loans.”

Debt Council

“In the context of government finance, a debt council could refer to an advisory or
oversight body responsible for managing and regulating government debt issuance,
ensuring that it complies with relevant laws and regulations, and monitoring the
government's overall debt levels to maintain fiscal responsibility.”

Troika
“Refers to the three organizations (the European Central Bank, the International
Monetary Fund and the European Union) that were responsible for providing bailouts

and mandating Austerity measures primarily in Greece.”

Expansionary bias

“The problem where politicians are more willing to enact expansionary fiscal policy
(tax cuts and spending increases) than contractionary fiscal policy (austerity).”

Deficit

“A state where a government has larger expenditures than their (predicted) revenue.
It is usually resolved by borrowing or changes in economic policy, but it can result in
an economic crisis if not dealt with.”

Eurozone

“Refers to the group of European Union (EU) member countries that have adopted the
euro (€) as their official currency. These countries have decided to use the euro as
their common currency for various economic and monetary transactions, including
trade, investments, and financial activities. To maintain stability, the administration of
the Eurozone is decentralized, meaning that each national bank plays a role in the
currency’s track and national crises can deeply impact the rest of the members.”
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“International Monetary Fund (IMF), a United Nations (UN) specialized agency, was
founded at the Bretton Woods Conference in 1944, in order to secure international
monetary cooperation, to stabilize currency exchange rates, and to expand
international liquidity (access to hard currencies).”

Timeline of Events

Date

Description of event

Early
1980s

Post-war austerity measures were implemented in the UK by then Prime
Minister, Margaret Thatcher, to address high inflation and a growing
deficit. This marks one of the earliest applications of such policies.

Late
1990s

The government of Canada implemented austerity measures in response
to a financial crisis which included significant spending cuts, focused on
restraint and spanned for several years.

2010-
2018

After realizing the magnitude of its deficit, the government of Greece
received various bailout packages to avoid default by the EU and the IMF.
Unable to fulfill its obligations, a series of austerity measures were
implemented including increased taxation, pension cuts, and reduced
public spending, primarily in the welfare sector.

2010-
2013

After the collapse of Ireland’s property market and the banking crisis,
reductions were made in public sector wages and general consolidations
to reduce budget deficit.

2010-
2014

In the region of Iberia, Spain was grappling with high (youth)
unemployment rates and banking sector issues, leading its government to
impose public sector wage freezes/reductions and tax increases. Mutually,
Portugal, wishing to stabilize its economy and address the debt crisis, made
cuts to public sector wages and social benefits.

2011-
2013

Italy faced economic challenges and implemented austerity measures
similar to those of Greece, Spain and Portugal.

Note: It should be noted that this timeline is not exhaustive and further measures may
have been taken. Although the majority of austerity measures were introduced in
Europe, nations in Africa and in the Americas have defaulted on their payments to the
IMF therefore implementing such policies as well. The timing of these may vary by
country and their impact is to be subject to debate and independent analysis.
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Background Information

General Background

The use of austerity measures was a phenomenon that was widely observed
after World War 2 in Europe, due its restructuring and market instability as well as in
other countries/regions that applied deficit financing (borrowing) and were unable to
meet their obligations. However, the use of austerity is subject to ongoing debate by
economists, and strongly rejected by the general populace. Economists in opposition
to austerity believe that it leads to a vicious cycle (will be explained in detail later) and
ones in favor believe that it is a crucial step in order to avoid insolvency and protect
future generations from mounting levels of debt; the latter (mostly public sector
workers and dependents on welfare programs) have suffered from reduced state
support and increasing dues (increased direct and indirect taxation). Nevertheless,
economic populists have also taken advantage of the suffering of the aforementioned
groups for their own political gain by running on anti-austerity platforms.

Itis important to note though that what causes governments to enact austerity
is usually the government itself. In other words, the problem that needs to be solved
using austerity is deficit spending. For instance, in order to cover the costs for the vast
welfare states most nations nowadays have, the governmental budget is not enough,
and thus governments end up running a budget deficit which at the end of the day
adds to the national debt. The reason governments do not decide to intervene before
the crisis is either due to ideological reasons or due to the so-called “expansionary
bias” (a very good example is the Trump administration, which even though
theoretically opposed deficits was afraid of the political risk of cutting spending). In
the USA, for example, social security is expected to go bust in the early 2030s;
however, the US is still running an almost S2 trillion budget deficit. Deficit spending
can affect future generations as such irresponsible fiscal policies will eventually lead
to investors losing confidence in government bonds (what happened to Greece in
2009), which would end up increasing interest rates.

In this section, we will be analyzing the implementation of austerity measures
on major stakeholders and their effects on the economy and the quality of life, and
how their coordinated use can contribute to restoring fiscal stability, regaining the
confidence of financial markets, and stimulating economic recovery.

Types of austerity measures

Austerity measures are a set of contractionary fiscal policies and economic
strategies that governments employ in an effort to reduce budget deficits, stabilize
national economies, and manage public debt often through coordination with the IMF
and other organizations. These measures often involve a combination of spending
cuts, tax increases, pension reforms, labor market reforms, and privatization.
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Spending cuts

Reductions in public expenditure across various government departments and
programs, including healthcare, education, and social welfare. This in some limited
cases also results in the reduction of quality of services offered and affects the most
vulnerable groups in the economy. However, if made at the right timing they might
prove vital in avoiding austerity measures as a response to a debt crisis.

Tax Increases

Raising tax rates, broadening the tax base, or introducing new taxes to boost
government revenue. This is either done through raising direct taxes such as income
tax, corporate tax, etc. or through indirect taxation such as VAT (Value Added Tax),
property tax, luxury tax or other types of added/emergency rates. These types of
measures often end up affecting small businesses and employees on average wages.

Pension & Labor Market Reforms

Adjustments to pension systems, including raising the retirement age,
reducing pension benefits, or changing the eligibility criteria. In some cases, this also
meant reduced government contributions and increased employee/employer
contributions as well as the abolishment of secondary pensions. Labor market reforms
refer to modifications to labor laws and regulations, such as wage freezes, public
sector wage cuts, and labor union reforms.

Privatization

Selling state-owned assets, including government-owned enterprises and
public infrastructure, to generate revenue and promote efficiency. Although this may
result in the improvement of those assets, fees for their exploitation may rise
depending on the market structure; as a general rule, the more competitive the newly
created market the cheaper the service.

Situations that lead to the introduction of austerity measures

Governments typically resort to austerity measures when they face
uncontrollable economic challenges, particularly in the context of fiscal crises, market
pressure, bailout agreements, and currency depreciation.

Fiscal Crises
High budget deficits and mounting public debt levels that raise concerns about

the sustainability of government finances and may also limit a country’s ability to
further borrow (junk credit rating). Spending levels are higher than annual turnover.
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Market Pressure

Pressure from financial markets, investors, or international financial
institutions to restore confidence in the country's economic stability. This was widely
observed in the eurozone where pressure was put on members such as Greece which
were at the time considered as threats to the stability of the euro.

Bailout Agreements

Austerity measures imposed by international organizations such as the
International Monetary Fund (IMF) or the European Union (EU, ECB) as conditions for
access financial assistance or bailout programs which are fully binding.
Currency Depreciation

Currency devaluation, hyperinflation (in the case of circulating large amounts
of currency that are not proportional to a government’s GDP, such as in the case of

Venezuela) or external economic shocks that can delay or lead to non-payment.

The implementation of austerity measures

The implementation of austerity measures is often a subject of debate and
controversy for several reasons. Austerity measures can lead to reduced public
services, job losses, and increased financial burdens on citizens. Critics argue that
these policies disproportionately affect vulnerable populations. Critics also point out
that austerity measures can lead to economic contractions, potentially exacerbating
the very fiscal problems they aim to address.

It should be acknowledged that the effectiveness of austerity in achieving fiscal
stability and economic recovery is a matter of ongoing debate among economists and
policymakers. For instance, questions arise about the long-term sustainability of
austerity measures and their impact on economic growth and public welfare.

Implementing austerity measures can be politically challenging, often leading
to protests, social unrest, and changes in government leadership. Some often argue
that alternative economic policies, such as stimulus measures or structural reforms,
may offer more balanced approaches to addressing fiscal challenges.

In international forums, such as the United Nations and the G20, discussions
about austerity measures often center on finding a balance between fiscal
responsibility and safeguarding social well-being, recognizing the complexity of these
policies and their potential impact on societies and economies. It should be noted
however, that such organizations do not interfere with actions such as ratifying
treaties or drafting binding resolutions (rather as studies or recommendations only).
Each government has full responsibility and accountability to apply austerity measures
and their magnitude is usually determined by the public debt to GDP ratio.
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Arguments against

Economic Contraction

Austerity measures can lead to economic contractions and recessions. Cuts in
public spending, wage freezes, and tax increases can decrease consumer demand and
business investment. This ultimately ends up in the reduction of the purchasing power
of the population, leading to reduced consumption, focusing resources on essential
expenses and thus inflicting businesses that are not part of daily life. Furthermore,
these cuts and tax increases can lead people into tax evasion where the government
ends up losing the projected additional revenue.

Unemployment and Social Impact

Austerity measures often result in higher unemployment rates due to budget
cuts and layoffs, which can lead to social unrest and increased poverty. Vulnerable
populations are disproportionately affected, and income inequality can widen.

Negative Impact on Public Services

Austerity measures can strain public services such as healthcare and
education, leading to reduced quality and accessibility. Therefore, the educational
level of the population plummets, the tech level of industries decreases and families
are often inclined to resort to private services which cost significantly more and which
put an additional strain on public services. This can be seen in notable cases such as
the rise of students in private schools in Greece, the development of a medical “black
market” and the resignations of physicians and staff from the public health system.
This can have long-term consequences for human capital development.

Political Instability

The implementation of austerity measures can lead to political instability and
frequent changes in government leadership through snap elections and votes of no
confidence, further reducing a government’s ability to take any major action. Protests
and public discontent can challenge the stability of a nation, cause irreparable damage
to public & private property (which cannot be easily funded) and only spark a chain
reaction of violence that will not resolve the pressing issue.

Debt-to-GDP Ratio
In some cases, austerity measures may not significantly reduce a country's

debt-to-GDP ratio. This can raise questions about whether the social and economic
sacrifices associated with austerity are justified.

10
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Alternatives

Critics argue that alternative economic policies, such as stimulus measures and
targeted investments, can achieve fiscal stability without the social, political and
economic costs of austerity. These policies focus on boosting economic growth rather
than cutting spending, which is the ultimate goal.

Long-Term Growth

It is believed that austerity measures can hinder long-term economic growth
by reducing public investment in infrastructure, education, and research and
development. In addition, worsening living standards can drive young generations
filled with aspirations to seek employment and higher education abroad, causing brain
drain and leaving many high-skilled employment positions open.

The paradox of thrift/insolvency (austerity)

The term paradox
of thrift/insolvency can be
used to describe the trap
that austerity measures
can lead to. The reduction
of expenditures and the

revenues \
projected increase  of
revenue can lead to a

m recession where citizens

expenditures either use illegal means,
such as tax evasion, to not
comply with the policies
enforced, or are driven into
unemployment by layoffs.

expenditures

budget deficit

exante

budget deficit

budget deficit
budget deficit

revenues

Figure 1: The paradox

This places immense weight on the nation’s welfare system and economy
which is responsible for protecting the most vulnerable groups. In this situation, no
remarkable changes would happen to the budget deficit.

Arguments for

Fiscal Responsibility

Austerity measures demonstrate a government's commitment to responsible
fiscal management and can subsequently carry on into the following years after the
end of austerity. They can help reduce budget deficits and prevent unsustainable
levels of public debt, which can lead to long-term economic instability.

11
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Restoring Investor Confidence

Austerity measures can signal to financial markets and international investors
that a government is taking steps to address its fiscal challenges. Restored confidence
can result in lower borrowing costs for the government, making it easier to access
global markets. This can also contribute to obtaining an investment grade by creditors,
thus marking a period of recovery and normal economic operations.

Debt Sustainability

Austerity measures can contribute to debt sustainability by reducing the debt-
to-GDP ratio (combined with steady repayments and economic growth). Lowering the
ratio over time allows a country to allocate resources to more productive public
investments rather than debt servicing and can also allow the government to provide
incentives for foreign investment.

Preventing Debt Spirals

High levels of debt can lead to a vicious cycle of rising interest payments,
increased borrowing, and even higher debt. Austerity measures can help break this
cycle by reducing the need for new borrowing and stabilizing debt levels, whilst also
formulating a feasible plan for budget management after austerity.

Economic Stability

By addressing fiscal imbalances, austerity measures can contribute to
macroeconomic stability, including stable inflation rates and a favorable business
environment. This can attract foreign investment and stimulate economic growth.

Encouraging Structural Reforms

Austerity programs often include structural reforms that improve the
efficiency of the public sector and promote economic competitiveness. These reforms
can have long-term benefits for economic growth and productivity.

Stakeholders

Greece

After the fall of the military junta and under the oversight of president
Konstantinos Karamanlis of the Panhellenic Socialist Movement, Greece acceded into
the European Communities (now known as the EU). As a result of its membership, it
swiftly received access to the Union’s investment programs where billions were given
in order to modernize infrastructure and westernize the country.

12
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However, these funds were mishandled due to the widespread corruption in
the Greek public sector, thus not having their projected impact. Additionally, it is
evident that during the exact same period (1981-1989) the budget deficit skyrocketed
to historic highs as a result of economic populism (mainly the enlargement of the
welfare state and massive amounts of unnecessary economic stimulus). This led to an
unforeseen rise in the debt/GDP ratio.

Following that example of deception, after the creation of the euro and the
eurozone, Greece had long aspired to become a member of the Eurozone as
membership offered economic advantages, including easier access to international
financial markets, increased tourism, cooperation agreements and increased trade
opportunities. In the late 1990s and early 2000s, Greece engaged in a series of
financial maneuvers and statistical manipulation to meet the criteria for Eurozone
membership, as defined in the Maastricht Treaty.

This included misrepresenting government budget data and understating the
country's budget deficit, through various licit and illicit methods. Examples include
employing complex financial instruments, such as currency swaps arranged with the
help of international banks (notably Goldman Sachs), to hide the true extent of its
public debt. These deals allowed Greece to temporarily reduce its reported deficit and
debt levels and thus meet the criteria outlined in the treaty.

In the years following its entry into the Eurozone (2001), Greece's financial
practices came under increasing scrutiny as concerns grew about its mounting public
debt and budget deficit thus paving the way for the revelations that followed. An
effort to avoid the worse was made in 2001, through the reforming of the Greek
pension system. Unfortunately, the government led by Kostas Simitis decided not to
pursue the reforms as it succumbed to the public outcry.

In 2009, after 10 years of running on a budget deficit, Greece's newly elected
government revealed that previous administrations had misrepresented and
manipulated budget data, as insolvency was now inevitable. The true budget deficit
was estimated to be much higher than originally reported (144% debt to gdp), leading
to a loss of investor confidence and, eventually, the Greek economic crisis.

Credit rating agencies downgraded Greece's sovereign credit rating (junk
grade), making it more expensive and difficult for the government to borrow money.
Yields on Greek government bonds soared, reflecting the increased risk associated
with Greek debt, thus discouraging foreign and domestic investment.

In 2010, Greece's financial crisis reached a breaking point, and the country
faced the risk of defaulting on its debt obligations (sovereign default could have a
ripple effect in the rest of (southern) Europe). The EU, European Central Bank (ECB),
and International Monetary Fund (IMF) intervened with a financial bailout package
(110 billion euros). In exchange for financial assistance, Greece was required to
implement stringent austerity measures, including deep cuts in public spending and
tax increases to ensure it could repay its dues and avoid a similar situation.

Austerity measures contributed to Greece's GDP plummeting by around 25%
between 2008 and 2016. This economic downturn was one of the most significant
examples experienced by a developed country in modern history.

13
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The Greek labor market was heavily impacted, with the unemployment rate
soaring to nearly 28% by 2014. Youth unemployment exceeded 60%, leading to a lost
generation of highly educated young people seeking job opportunities abroad.

Austerity measures worsened poverty and income inequality. A significant
portion of the population struggled to meet basic needs as wages and pensions were
slashed (GDP per capita dropped close to 50%). The percentage of Greeks living below
the poverty line increased (peaked at 23% in 2014).

The forced imposition of austerity measures triggered widespread social
unrest. Demonstrations and protests, often turning violent, became a common sight
in Greek cities. Strikes, particularly by public sector workers, disrupted daily life and
led to clashes with law enforcement.

The national healthcare system faced considerable strain due to budget cuts.
Hospitals experienced shortages of medical supplies and staff, leading to reduced
access to quality healthcare. Beds were reduced, certain departments were
abandoned, a plethora of doctors took advantage of the situation leading patients into
the private sector for their personal gain, and out of pocket medical costs went up.

Austerity measures also impacted the education sector. Reduced wages and
funding affected the quality of education, with schools facing resource shortages,
reduced staff, and deteriorating infrastructure. Many families were forced to send
their children to private institutions, with whatever resources they could scrape.

The implementation of austerity measures resulted in political instability. Snap
elections were held, which ended up in a coalition of two contradicting ideologies (left
and far-right), ending up as a minority coalition in 2019.

High unemployment and limited opportunities (with limited compensation)
led to a significant emigration of skilled and educated Greeks seeking work abroad
Note that Greece has the highest enrollment in tertiary education per capita.

While Greece achieved a modest recovery in the late 2010s, the long-term
impact of the crisis remains significant. The economy continues to face challenges,
and the recovery has been uneven, with some regions and sectors lagging behind.

Despite austerity being officially declared over in 2018, by 2019, the country's
debt-to-GDP ratio stood at around 181%, highlighting the ongoing challenges. This
figure is estimated to drop at 166% in 2023, foreshadowing a possible recovery. For
most Greeks, the effects of the crisis and the implementation of austerity measures
have continued to impact their lives, as income levels have not recovered and rising
inflation has dominated 2023, thus emphasizing the importance of finding a balance
between fiscal responsibility and social well-being in economic policymaking.

Ireland

Ireland was and is still known for its attractiveness to corporations and foreign
investment, thus acting as a milder example for the use of austerity measures. A high-
income economy, with a GDP per capita of 100.000+ euros, it would be odd for those
measures to place a large strain on the population. However, Ireland’s GDP is for the
most part plasmatic, as it relies heavily on foreign corporations that are
headquartered in the country and not on the average wage of a resident.

14
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As mentioned in the timeline, these fiscal policies were put in place to respond
to a severe crisis that stemmed from the 2008 financial crisis, and the collapse of the
Irish property market. Other challenges that contributed to this were a major banking
crisis (bailing out), soaring public debt, uncontrollable budget deficits, and pressure
from institutions such as the European Union and the International Monetary Fund.

Specifically, Ireland’s debt to GDP ratio was 44% in 2008 and reached 120% in
2013. In 2008, the country’s budget deficit stood at 7.3% of its GDP and by 2010 it
peaked at 32.4%. Furthermore, property prices fell by ~50% between 2007 and 2013.

Following the implementation of the measures, Ireland suffered an economic
contraction where its GDP fell by 10% between 2008 and 2010 (lowest point).
However, due to its continued attractiveness to investors, it made a gradual recovery.
The labor market was heavily affected, with unemployment peaking in 2012 at 15.1%
(pre-crisis levels were at around 4%, give or take). The collapse of the real estate
market, left many households with mortgage issues, and high interest rates made it
an unattractive option. Noted as a common phenomenon, Ireland experienced its own
emigration wave (brain drain) where highly skilled individuals left the country in hopes
of finding a better quality of life elsewhere. Public services, such as schools, healthcare
facilities and welfare programs all saw a decrease in their funding, and thus reduction
of quality and efficiency. Protests and general civil & political unrest changed the Irish
governance scene, allowing different parties with varying ideologies to emerge.

Furthermore, even though the Irish GDP is plasmatic, delegates should note
that it is still a very rich country in which austerity could be regarded as a success in
contrast to Greece. For instance, the median salary in Ireland (45,000 euro) is the same
as in Canada (65,000 Canadian $). All in all, the Irish economy is one of the few
examples that can be counted as a full recovery, having the 2nd highest GDP per capita
in the world with a stable growth, unemployment rates have reached pre crisis levels,
and is attractive to both investors, families and skilled workers.

Spain

Starting from the early 1990s Spain experienced an extensive period of growth.
Favorable financial conditions and positive economic activity overall led to the
adoption of the Euro in 1999, about the same time as Greece. Money was indeed
flowing in the economy! Investments were directed mainly towards the real estate
sector leading a boom period for the construction industry and the housing market.
During the same time a rapid expansion of the famous “Savings banks” occurred.
Primarily they are financial institutions, whose main purpose is to accept savings
deposits and pay interest on those deposits.

Many firms were heavily characterized by poor governance, corruption, and
little to no market discipline leading to a weak risk management process and an
inefficient selection of investment opportunities. Furthermore, constraints on the
charter of the banks (their ability to accept deposits, give out loans, etc) implied a
minimal ability of firms to develop and increase capital.

15
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At the start of the Great financial crisis, the Spanish banking sector experienced
considerable stress, as its vulnerabilities became crystal clear when it was forced to
face a huge global financial crisis. Although it was not directly exposed to the US
housing market, turbulence in the global financial market uncovered its weaknesses,
leading to an overall reassessment and reevaluation of the risk of Spanish banks.

In 2009, while considering the weakness of Spanish banks, the authorities
initiated a reform of the Spanish economy. The gradual approach was possibly the
only feasible solution at the time from both an economic and political perspective.
The slow reform was adopted assuming that the situation would ease in the following
years. But that was not the case. The attempt to recover did not materialize.

In 2010 Europe faced a sovereign crisis that directly affected countries inside
the Eurozone including Spain and Greece. The situation deteriorated following the
Greek debt crisis of 2009. The Monetary Union of Europe was now officially in danger.

In 2011 and 2012, as the situation worsened, the Spanish Government took
measures that were more targeted and well-structured but still failed to combat the
financial crisis. Measures included the injection of public resources in weak banks and
additional capital and provisionary requirements for exposure to the real estate
sector. However, as IMF studies showed, Spain didn’t recover. Greece’s and Spain’s
unreliability of financial stability contributed to the overall instability of the Euro.

In 2012, the Spanish government officially requested assistance from the
European authorities, opening the way for deeper and stricter reform measures,
which successfully contained the crisis. In detail, the MOU (memorandum of
understanding) included: (i) the conduct of an asset quality review and stress test for
the large majority of banks in Spain; (ii) the recapitalization, restructuring, and/or
resolution of weak banks; and (iii) the transfer of problem assets to an asset
management company (AMC). The MoU also entailed the performance of a burden-
sharing exercise that imposed losses on junior bank creditors — mostly retail investors
—and a downsizing of the banks requiring public support.

Possible Solutions

Resolutions should answer the following questions:

1. How will the potential social and economic consequences of austerity
measures be addressed and resolved/contained?

2. Are there safety nets to protect vulnerable individuals during austerity and, if
not, which ones should be introduced?

3. How can international organizations, such as the IMF and World Bank, assist
member states in managing debt crises without resorting to the extreme and
forceful imposition of austerity measures?

4. Under what circumstances should member states consider implementing
austerity measures instead of other mild solutions?

5. What types of austerity measures should be permissible/ethical, and what are
the limits or guidelines for their implementation (if any)?
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6. What criteria or indicators will be used to identify and assess the severity of
debt crises in member states and by which organizations?

7. How will the resolution promote sustainable economic development (after the
implementation of austerity measures) and long-term growth while
addressing immediate debt crises?

8. Are there provisions for supporting investments (foreign, direct or from
organizations) in vital sectors to stimulate economic recovery?

Balanced Austerity Policies

By advocating for a balanced approach to austerity, focusing on both reducing
government spending and increasing revenue through fair and realistic tax policies,
we can avoid rapid changes in the quality of life. It is important that austerity measures
do not disproportionately affect vulnerable populations, such as low-income
individuals and marginalized communities.

Debt Restructuring and Negotiation

Promoting effective debt restructuring and negotiation strategies is a plausible
decision to make debt more manageable for countries in crisis. Encouraging
international cooperation and coordination to facilitate fair debt resolution processes
alleviates the pressure on a national government to independently handle the crisis,
thus allowing it to focus on internal affairs.

Expansionary fiscal contraction hypothesis

This hypothesis predicts that under some circumstances a major cut in
government spending (without raising taxes) changes future expectations about taxes
and government spending. Hence, due to future expectations being positive, business
and consumer confidence increase leading to an increase in consumption and
investment. As a result, the positive effect on the Aggregate Demand of the economy
offsets any negative effect caused by spending cuts.

Economic Diversification

Emphasizing the importance of diversifying national economies to reduce
dependency on a single sector provides a safeguard against changes in the global
consumer and trade scene. Also, supporting policies that encourage the development
of unconventional industries and sectors to create economic stability and
diversification, thus distinguishing the nation’s economy from competitors.

Social Safety Nets

Promoting the establishment or enhancement of social safety nets
(government programs and policies designed to provide financial assistance and
protection to individuals) in order to shield citizens from the negative effects of
austerity measures. This will also help ensure that core public services like healthcare
will be able to provide a similar quality of services with the reduced funding.
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Other possible solutions could be obtaining funding from external sources with
minimal to no conditions, however it is up to each member of the committee to
conduct their own research and draft their own recommendations. It is advisable that
UN committees are employed as regulators or providers of funding.

Further reading

e European Sovereign Debt Crisis: Eurozone Crisis Causes, Impacts
(investopedia.com)

e Breaking the vicious circle of the Eurozone debt crisis (Ise.ac.uk)

e A return to austerity in Europe: feasible or fictional? - Elcano Royal
Institute (realinstitutoelcano.org)

e Austerity: a failed experiment on the people of Europe - PMC (nih.gov)

e How to avoid austerity in sovereign debt crisis? — GIS Reports
(gisreportsonline.com)

e Austerity over in Europe? Here's what that means for the region

(cnbc.com)
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Forum: Economic and Financial Committee (GA2)
Issue: Addressing cryptocurrency regulation in member states
Student Officers: Vasileios Derpanopoulos (Chair);

Sergios Chatziavramidis (Co-Chair)

Introduction

The rise of cryptocurrencies in recent years has brought about a financial
revolution, but it has not been without its share of obscurity and trouble. While
cryptocurrencies offer the promise of decentralization, financial autonomy, and
innovative technology(block-chain), they also cast shadows of uncertainty and
challenges that cannot be ignored.

Yet it is too early to tell that cryptocurrency till now has been a massive “mess
up”, not fulfilling its hopeful promise of a decentralized way of means of transaction.
Coupled with that—they have brought illicit activity, manipulation of people's money,
the creation of “non-existing” companies, a huge economic bubble, more inflation, a
new economic trend, the creation of “sub-cults” that each have a different visions for
cryptocurrency, troll coins and have also help fund the Taliban.

Nevertheless, the allure of cryptocurrencies persists, attracting investment,
driving technological advancements, and sparking debates about the future of
finance. As blockchain technology continues to evolve and cryptocurrencies become
more integrated into the global financial landscape, the journey of discovery in this
exciting and transformative field promises to be a captivating one, reshaping the way
we think about and interact with money.

Throughout our conference, we will collectively explore the complexities of
cryptocurrency regulation. Our mission is not only to identify the intricacies of this
dynamic field but also to propose viable and effective regulatory frameworks that
balance innovation and security, protect consumers, and foster economic growth.

Definition of Key Terms

Cryptocurrency

“A digital or virtual currency secured by cryptography, which makes it nearly
impossible to counterfeit or double-spend. Most cryptocurrencies exist on
decentralized networks using blockchain technology—a distributed ledger enforced
by a disparate network of computers. They are generally not issued by any central
authority, rendering them theoretically immune to government interference.”
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Regulation

“The establishment and enforcement of rules, laws, and policies by a government or
regulatory authority to govern and control specific activities or industries, in this case,
the cryptocurrency market.”

Blockchain
“A decentralized and distributed ledger technology used to record all transactions
across a network of computers. It is the underlying technology behind most

cryptocurrencies and ensures transparency and security.”

Decentralization

“The design and operation of a system, such as a cryptocurrency network, without a
central authority or control point. Decentralization is a key feature of
cryptocurrencies, as they rely on a network of nodes rather than a single legal entity.”

Central Banks
“The national bank of a country responsible for controlling the country's money

supply, interest rates, and monetary policy. Central banks play a significant role in
regulating traditional currencies and may have a role in cryptocurrency regulation.”

Exchange

“A platform where cryptocurrencies can be bought, sold, and traded. Cryptocurrency
exchanges facilitate transactions between buyers and sellers of digital assets.”

Crypto-Wallet

“A digital or physical tool used to store and manage cryptocurrencies. Cryptocurrency
wallets can be software-based (online or offline) or hardware-based (physical devices)
and provide secure storage for digital assets.”

AML/CFT (Anti-Money Laundering/Countering the Financing of Terrorism)

“A set of regulations and measures aimed at preventing the illegal activities of money
laundering and the financing of terrorism. Many countries have AML/CFT regulations
that apply to cryptocurrency exchanges and businesses.”
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KYC (Know Your Customer)

“A process used by financial institutions and cryptocurrency exchanges to verify the
identity of their customers. KYC procedures are designed to prevent fraud and ensure
compliance with anti-money laundering regulations.”

ICO (Initial Coin Offering)

“A fundraising method in which new cryptocurrency tokens or coins are offered to
investors in exchange for traditional currency or other established cryptocurrencies.
ICOs are often used by startups to raise capital for blockchain projects.”

Smart Contract

“Self-executing contracts with the terms of the agreement directly written into code.
Smart contracts automatically enforce the terms and conditions when predefined
conditions are met, often using blockchain technology.”

Digital Asset

“A broad term used to describe any digital representation of an asset, including
cryptocurrencies, NFTs, tokens, and other digitally native assets that can be traded or
transferred electronically.”

Timeline of Events

Date | Description of Event

2009 | Bitcoin, the first decentralized cryptocurrency, is introduced by an individual
or group using the pseudonym Satoshi Nakamoto. Bitcoin's creation marks
the beginning of the cryptocurrency revolution.

Early [ Altcoins, alternative cryptocurrencies to Bitcoin, begin to emerge,
2010s | introducing new features and technologies.
Litecoin, Ripple, and Ethereum are among the early notable altcoins.

2013 | The Silk Road, an online marketplace for illegal goods and services that used
Bitcoin for transactions, is shut down by U.S. authorities. The incident raises
guestions about the role of cryptocurrencies in illegal activities.

2017 | Cryptocurrency markets experience a significant surge in value and
popularity. Bitcoin reaches an all-time high price, attracting mainstream
attention and investment.
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2018 | Regulatory authorities in various countries express concerns about the lack
of oversight and potential risks associated with cryptocurrencies. Some
countries implement or explore cryptocurrency regulations.

2019 | Facebook announces plans to launch Libra (now Diem), a cryptocurrency-
backed digital currency, raising questions about the role of large tech
companies in the cryptocurrency space.

2020 | Cryptocurrencies gain attention as a potential hedge against economic
uncertainty, particularly during the COVID-19 pandemic. Institutional
investors show increasing interest in cryptocurrencies.

2021 | Decentralized Finance (DeFi) and Non-Fungible Tokens (NFTs) gain
popularity, expanding the use cases of blockchain technology beyond
traditional cryptocurrencies.

China intensifies its crackdown on cryptocurrency mining and trading, citing
concerns about financial stability and environmental impact.

El Salvador becomes the first country to adopt Bitcoin as legal tender, raising
guestions about the potential impact on global financial systems.

Background Information

Introduction to Cryptocurrencies

Cryptocurrencies, a form of digital or virtual currency, have become a
significant and transformative force in the global financial landscape. Unlike
traditional fiat currencies issued and regulated by governments and central banks,
cryptocurrencies rely on cryptographic techniques and blockchain technology to
secure transactions and maintain a decentralized ledger. The most well-known
cryptocurrency, Bitcoin, was introduced in 2009 by an entity or individual using the
pseudonym Satoshi Nakamoto. Since then, thousands of alternative cryptocurrencies
(altcoins) have emerged, each with its unique features and applications.

The Rise of Cryptocurrencies

The adoption of cryptocurrencies has grown exponentially over the past
decade. Initially, cryptocurrencies were primarily used by tech enthusiasts and early
adopters. However, their popularity expanded, attracting attention from investors,
businesses, and financial institutions. The appeal of cryptocurrencies lies in their
potential to offer financial inclusion, security, transparency, and the ability to facilitate
cross-border transactions without the need for intermediaries.
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Key Features of Cryptocurrencies

Decentralization

Cryptocurrencies operate on decentralized networks of computers (nodes),
eliminating the need for intermediaries like banks. This decentralization offers greater
financial autonomy; transactions occur outside the network of banks.

Blockchain Technology

Most cryptocurrencies rely on blockchain technology, a distributed ledger that
records all transactions. It ensures transparency, immutability, and security. While
transactions are recorded on the blockchain, users' identities are often

pseudonymous. This feature raises concerns about potential illicit activities.

Challenges and Concerns

Regulatory Uncertainty

Cryptocurrencies operate in a legal gray area in many countries, with varying
levels of regulation and oversight. The absence of clear regulatory frameworks can
lead to risks for consumers and investors. Regulatory approaches to cryptocurrencies
vary among countries, leading to regulatory arbitrage and regulatory conflicts.

Illicit Activities & Consumer Protection

Cryptocurrencies have been used for money laundering, tax evasion, and
financing illegal activities due to their relative anonymity. The lack of consumer
protection measures and insurance for cryptocurrency holdings has led to concerns
about asset security. The high volatility of crypto can also pose financial risks for
investors and make them less reliable as a medium of exchange.

Recent Developments

Recent developments have further emphasized the need for global discussions
on regulation. The announcement of Facebook's Libra digital currency raised
guestions about the role of large tech companies in the cryptocurrency space. In 2021,
El Salvador raised questions about the potential impact of cryptocurrency on global
financial systems, as it became the first country to adopt Bitcoin as legal tender.

Member states of the United Nations play a crucial role in determining their
own cryptocurrency regulatory frameworks. While some countries have embraced
cryptocurrencies, others have imposed strict regulations or outright bans.
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The Path Forward

Addressing the question of cryptocurrency regulation in member states
requires a delicate balance between fostering innovation, ensuring consumer
protection, and maintaining financial stability. The international community must
engage in collaborative discussions to establish common principles and guidelines for
responsible cryptocurrency regulation.

Stakeholders

Member states

United States

The United States has been actively engaged in regulating cryptocurrencies, with
various federal agencies, such as the SEC and CFTC, overseeing different aspects of the
industry. It strives to restrict the cryptocurrency market.

China

China has taken a strong stance against cryptocurrencies, banning initial coin offerings
(ICOs) and cracking down on cryptocurrency mining and trading activities.

Japan

Japan is known for its progressive approach to cryptocurrency regulation, establishing
a legal framework for digital asset exchanges.

El Salvador

El Salvador made headlines by becoming the first country to adopt Bitcoin as legal
tender, opening discussions about the global impact of such a move.

European Union

The EU has been working on a comprehensive regulatory framework for
cryptocurrencies and blockchain technology to promote innovation while ensuring
consumer protection. EU member states want the best of both worlds.

South Korea

South Korea has frequently implemented regulations to combat money laundering
and fraud in the cryptocurrency market.
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India

India has faced debates over the legality of cryptocurrencies, with discussions about a
potential ban on private cryptocurrencies.

Switzerland

Known as a hub for blockchain and cryptocurrency innovation, Switzerland has
adopted a supportive regulatory approach to foster the growth of the industry.

International organizations

United Nations (UN)

The UN may play a role in facilitating international discussions on cryptocurrency
regulation to ensure global cooperation and consistency in approaches.

International Monetary Fund (IMF)

The IMF monitors the impact of cryptocurrencies on global financial stability and
provides guidance to member states on regulatory matters.

Financial Action Task Force (FATF)

FATF sets global standards for combating money laundering and terrorist financing
and has issued guidance on cryptocurrency regulation.

World Bank

The World Bank examines the potential of blockchain and cryptocurrencies in
promoting financial inclusion and development.

Regulatory bodies

Securities and Exchange Commission (SEC)

In the United States, the SEC regulates securities offerings, including certain
cryptocurrencies and tokens.

Commodity Futures Trading Commission (CFTC)

The CFTC oversees derivatives markets, including Bitcoin futures contracts.
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European Securities and Markets Authority (ESMA)
ESMA plays a role in regulating digital assets within the European Union.

Cryptocurrency and Blockchain industry

Blockchain Associations

Organizations like the Blockchain Association advocate for the interests of blockchain
and cryptocurrency companies.

Cryptocurrency Exchange

Major cryptocurrency exchanges, such as Coinbase and Binance, have a stake in
regulatory decisions that impact their operations.

Decentralized Finance (DeFi) Projects

DeFi projects are at the forefront of innovation in the cryptocurrency space and may
have specific interests in regulation.

Consumer and Investor Groups

Consumer Advocacy Organizations

Groups focused on consumer rights and protections are interested in ensuring the
safety of cryptocurrency investments.

Investor Associations

Organizations representing cryptocurrency investors seek regulations that provide
transparency and security.

Tech and Financial Companies

Facebook

Companies like Facebook (now Meta) with plans for digital currencies, are closely
monitored for their influence on cryptocurrency regulations.

Traditional Financial Institutions

Banks and financial institutions are exploring cryptocurrency-related services and may
have interests in regulatory decisions.
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Cryptocurrency Mining Community

Miners

Individuals and companies engaged in cryptocurrency mining are impacted by
regulations that affect the energy consumption and location of mining operations.
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Figure 2: Cryptocurrency mining energy consumption by country

Relevant UN resolutions, treaties, and events (Previous attempts)
These resolutions, treaties, and events provide a context for understanding the
international discussions and efforts related to cryptocurrency regulation. Delegates

can refer to these precedents when crafting their resolutions on the topic.

United Nations Resolutions

UN Resolution on Financial Technology and Digital Currencies (2020)

This resolution recognizes the growing importance of financial technology,
including cryptocurrencies, and calls upon member states to explore regulatory
frameworks that balance innovation and consumer protection.

UN Resolution on Cybersecurity and Financial Stability (2019)

Emphasizes the need for cybersecurity measures in the context of financial
systems, including cryptocurrencies, to protect against cyber threats and attacks.

International Treaties and Agreements

Basel Ill Framework

While primarily focused on banking regulation, the Basel Ill framework has
implications for the treatment of cryptocurrencies as assets on banks' balance sheets.
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Financial Action Task Force (FATF) Recommendations

The FATF, an intergovernmental organization, has issued a series of
recommendations related to anti-money laundering (AML) and counter-terrorist
financing (CTF) measures. These recommendations provide guidance on regulating
cryptocurrencies and virtual asset service providers (VASPs).

Relevant Events and Initiatives

G20 Meetings

The Group of Twenty (G20) has discussed cryptocurrencies and their
regulation in multiple summits and meetings. These discussions have emphasized the
need for international cooperation and common regulatory approaches.

European Union Cryptocurrency Regulations (2020)

The European Union introduced the Markets in Crypto-assets (MiCA) proposal,
aiming to create a comprehensive regulatory framework for cryptocurrencies and
digital assets within its member states.

Possible solutions
Delegates should consider the following questions when writing resolutions:

1. How can member states strike a balance between fostering cryptocurrency
innovation and mitigating potential risks?

2. What are the best practices for cryptocurrency regulation that ensure
consumer protection, prevent illicit activities, and maintain financial stability?

3. How can member states address the challenges of cross-border
cryptocurrency transactions and regulatory disparities?

Standardized International Regulatory Framework:

Member states can collaborate through international organizations like the
United Nations (UN) and the Financial Action Task Force (FATF) to develop
standardized global regulatory guidelines for cryptocurrencies. This framework would
provide consistency and reduce regulatory arbitrage. Encouraging all member states
to fully implement the FATF's Recommendations related to cryptocurrency regulation
could combat money laundering and terrorist financing.
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National Legislation and Regulatory Measures

Member states should enact comprehensive legislation tailored to their
specific needs, addressing issues such as consumer protection, taxation, and financial
stability. Licensing and registration requirements for cryptocurrency exchanges and
businesses have to be implemented to ensure compliance with AML/CFT regulations
and consumer protection measures. Cryptocurrency service providers could be
required to implement Know Your Customer (KYC) and Anti-Money Laundering (AML)
procedures to prevent illegal activities.

Clear taxation guidelines should be developed for cryptocurrencies, including
capital gains tax, income tax, and transaction reporting, to ensure that cryptocurrency
activities are properly taxed. Moreover, periodic reviews of cryptocurrency
regulations are important to ensure they remain effective and adaptable to the
evolving cryptocurrency landscape.

Technological Solutions

Transparency and accountability in Blockchain technologies could be enforced
by requiring public or auditable blockchain ledgers for all cryptocurrency transactions.
Smart Contracts are another viable solution. These contracts could automate
compliance with regulations, such as tax collection.

International Cooperation

Facilitating international cooperation and information sharing among member
states would be vital to track cross-border cryptocurrency transactions and combat
illicit activities. Additionally, providing support and capacity-building programs,
particularly to developing countries, could help them regulate cryptocurrencies
effectively and develop the necessary infrastructure.

Member states could also be encouraged to explore the development of
central bank digital currencies (CBDCs), which would be regulated and issued by
central authorities, potentially reducing the need for private cryptocurrencies.

Further reading

These further reading materials offer a broad spectrum of information and
perspectives on cryptocurrency regulation, allowing delegates to explore the topic in
greater depth and prepare for informed discussions during MUN conferences.
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"Mastering Bitcoin" by Andreas M. Antonopoulos: A comprehensive book on
Bitcoin and blockchain technology, offering insights into the fundamentals of
cryptocurrencies.

"Crypto" by Paul Vigna and Michael J. Casey: This book explores the impact of
cryptocurrencies on finance, economics, and the future of money.
"Blockchain Basics: A Non-Technical Introduction in 25 Steps" by Daniel
Drescher: A beginner-friendly guide to understanding blockchain technology,
which underlies most cryptocurrencies.

Reports and Papers:

"Virtual Currencies and Beyond: Initial Considerations" (2015) by the
International Monetary Fund (IMF): This report provides an initial analysis of
virtual currencies and discusses policy implications for member states.
"Guidance for a Risk-Based Approach to Virtual Assets and Virtual Asset Service
Providers" (2020) by the Financial Action Task Force (FATF): Offers guidance on
how countries can regulate virtual assets, including cryptocurrencies, to
combat money laundering and terrorist financing.

"Central Bank Digital Currencies: Foundations and Recent Developments"
(2021) by the Bank for International Settlements (BIS): Discusses the
emergence of central bank digital currencies (CBDCs) and their potential
impact on the financial system.

Academic Journals and Articles

"Cryptocurrencies: A Brief Thematic Review" by Joshua A.T. Fairfield (2018):
This academic article provides an overview of the legal and regulatory
challenges posed by cryptocurrencies.

"The Regulatory Environment of Cryptocurrencies: Contemporary
Developments and Future Challenges" by Omri Marian (2019): Explores the
evolving regulatory landscape for cryptocurrencies.

"Initial Coin Offerings and the Value of Crypto Tokens: An Empirical Analysis"
by Sabrina T. Howell, Marina Niessner, David Yermack (2018): Examines the
rise of ICOs and their regulatory implications.

News Outlets and Websites

CoinDesk (coindesk.com): A reputable source of cryptocurrency news,
analysis, and insights into regulatory developments.

CoinTelegraph (cointelegraph.com): Provides daily news and in-depth articles
on cryptocurrencies and blockchain technology, including regulatory matters.
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Regulatory Authority Websites

e Financial Action Task Force (FATF): The official website of the FATF offers
resources and publications related to cryptocurrency regulations.

e Securities and Exchange Commission (SEC): The SEC website contains
information about cryptocurrency regulations in the United States.

e European Securities and Markets Authority (ESMA): ESMA provides regulatory
guidance on digital assets and cryptocurrencies within the European Union.

Cryptocurrency Whitepapers

Original whitepapers of major cryptocurrencies like Bitcoin and Ethereum can
provide foundational knowledge about their design and objectives. They are often
available on the respective cryptocurrency's official website.
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