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Letter from the Executive Board   
Respected Delegates, Welcome to the simulation of World Economic Forum at ISBSMUN 

2017. We hope that by now your research is well on its way and you have gained a fair 

idea about the agenda at hand. Kindly go through this study guide and make note of the 

pointer questions as they shall be of utmost importance in ensuring a high level of debate 

during committee proceedings and it shall be expected that the delegates steer the 

discussion on those lines.    

However, the given list of topics is not exhaustive and it is not intended to be. The list is 

simply indicative of pressing issues and topics of concerns which must be addressed and will 

give you a bird’s eye view of the gist of the issue.    

The delegates are at full liberty to bring up any other relevant point for discussion. We 

understand that MUN conferences can be an overwhelming experience for first timers and 

a tiring one for those who are familiar with the concept. We strongly suggest the first time 

MUNers to participate fully in the conference and if any doubt persists in their minds (either 

substantive or related to parliamentary procedure), they do not hesitate to clarify the same. 

The success of World Economic Forum as a committee depends on each and every delegate 

of the committee. Apart from the research on the agendas that shall be required of all the 

delegates in the committee, we would like to emphasize the importance of ensuring that the 

delegates are aware of their country’s historical background and current situation in the 

global politics and international relations. It is imperative that the delegates come to the 

conference with a clear and decisive foreign policy as the representative of their respective 

countries.      

On a final note we must advice all delegates to act in the capacity of representatives of 

their respective countries and thus conduct themselves with proper decorum and diplomacy. 

Please feel free to contact the executive board if any doubts persist.   

 

Anav Jha      Srinjon Gupta   Ribhav Talwar  

Rapporteur     Chairperson    Vice Chairperson 
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How to read the Study Guide    
Study Guides, contrary to popular belief, are not supposed to contain all the information 

on a certain topic. A good study guide consists of information that an ambassador can use 

to gain basic information on the issue at hand and the links for further research that they 

must use to prepare for the final conference.  

 The first section is about the World Economic Forum. The functions and powers of all 

councils and committees are outlined by their mandate, which also defines the scope 

of debate in council.    

 The second section talks about the overview of the agenda.    
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About the committee: 

 The World Economic Forum  

The World Economic Forum, committed to improving the state of the world, is the 

International Organization for Public-Private Cooperation.  

The Forum engages the foremost political, business and other leaders of society to shape 

global, regional and industry agendas.  

It was established in 1971 as a not-for-profit foundation and is headquartered in Geneva, 

Switzerland. It is independent, impartial and not tied to any special interests. The Forum 

strives in all its efforts to demonstrate entrepreneurship in the global public interest while 

upholding the highest standards of governance. Moral and intellectual integrity is at the 

heart of everything it does.  

Our activities are shaped by a unique institutional culture founded on the stakeholder theory, 

which asserts that an organization is accountable to all parts of society. The institution 

carefully blends and balances the best of many kinds of organizations, from both the public 

and private sectors, international organizations and academic institutions.   

   

Mandate:  
As assumptions about growth models are overturned, the international balance of power 

continues to fray, and scientific and technological breakthroughs promise to transform 

economies and societies, the unique platform provided by the Forum helps leaders from all 

walks to life to prepare for exponentially disruptive change.  

The organization believes that potential for positive global change exists at the intersection 

of these three challenges, and that progress will come through bringing together leaders 

from all walks of life to forge common understanding, purpose and, where appropriate, 

action.  
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INTRODUCTION   
The Euro experiment has been set up with the Maastricht Treaty as an attempt to further 

integrate the economies of the EU member states and provide the academia with tangible 

evidence that monetary integration within a trading bloc can be successful.1 The experiment 

seemed to be working exceptionally well, with the euro gradually eating up the status quo 

of the dollar primacy and the Eurozone becoming the oasis of every exporter and the safe 

haven for every investor. 

Nevertheless in the wake of a seemingly ordinary house market crisis by the late 2007, 

Eurozone’s defects begun to show, but it was not until early 2009 that the hazards of a real 

crisis and economic depression were explicitly prevalent. After five years of continuous 

economic turmoil and destabilization, utterly in contrast with the previous assertive status 

quo, with the main features and characteristics of the Eurozone Area changing from one 

economic semester to the next, or indeed from one Euro group meeting to the other, the 

established monetary union is far from stable and resolved to maintain itself.   

Nonetheless, given the new economic regime under which the world markets operate, 

namely the ‘third-round’ of globalization, and thus each single economy, the Eurozone crisis 

and the emergence of a dualistic single currency market (PIIGS phenomenon)2 concerns the 

global economies much more than it would thirty years ago. International economists 

disagree over the magnitude of the current impact of the euro crisis across different 

economies and the global markets as a whole; though a general consensus has been reached 

regarding the past influence of the unprecedented chain effect inflicted by an economic 

region on the global markets (not necessarily each and every national economy).       

 

 

 

 

 

                                                           
1 Please note that the EB expects you to know the fundamentals of Maastricht Treaty 
2 PIIGS stands for the 5 crucial countries affected by the crisis i.e. Portugal, Ireland, Italy, Greece and Spain. Be well 
researched about the PIIGS phenomenon 
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HISTORY   
A single agreed upon timeline of the events that have led to the Eurozone crisis is broadly 

disputed as different countries and indeed different economists or even administrations 

express different views on the pre-crisis modus operandi and economic regime of world 

markets. It is evident though that a couple of causes are acknowledged, causes like the 

globalization that enabled the horizontal spread of the American subprime mortgage3 crisis 

virus to other economies around the world, one of them being the Eurozone; while others like 

the increased politicization of economics that attributed a political nature to the crisis and 

weakened the poorly-organized political structures deepening the vertical aspect of the 

crisis.   

An account of events that led but at the same time contained the manifestation of the 

Eurozone crisis is suggested by the ECB4. The timeline suggests that the underestimation by 

the relevant bodies (and most prominently the ECB) of the crisis during the first period of its 

transmission from the US into the Euro Area was crucial. The Eurozone though, by that time 

was already a chronically very diverse economic union.   

However, due to this initial inaction, several indices, like the sovereign spreads indicate that 

considerably valuable time was wasted since the outbreak of the crisis and in many cases 

this signaled a sustained destabilization of the euro financial markets. It became evident 

that the US mortgage crisis would be expressed in the Euro Region as a debt crisis: the 

Euro’s Achilles’ heel. Apparently, the economies that were mostly in danger were Portugal, 

Greece, Italy and Spain due to their accumulated debt and Ireland, primarily due to its 

banks and house bubble, hence the acronym PIIGS. PIIGS became the main culprits for the 

debt crisis. Critics of the euro suggest that the relative institutional inactivity from the summer 

to the winter of 2009 indicate that regardless of the fears that ECB reported throughout 

2008 and some spasmodic cuts of the interest rates, the main organ for monetary 

consolidation was not resolved into taking immediate and decisive Measures vis-à-vis the 

crisis. More pro-euro economists argue that although some limited degree of risk was 

identified by the euro authorities, it was deemed either too early or too extreme to take 

measures against an ‘overseas’ economic turmoil, especially provided with their inability to 

foresee the speculation that would follow. Moreover the authorities and the politicians that 

governed them had to consider the political risk of implementing harsher ‘precautionary’ 

                                                           
3 Be well researched about the Subprime Mortgage Crisis 
4 ECB stands for the European Central Bank. Please know the working of the ECB 
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monetary and fiscal measures that could upset the then tranquil European markets, as well 

as the public distrust that would be the by-product of such measures and could endanger 

these politicians’ political survival. This framework proposes a rather ‘wait and see’ 

approach of European decision-makers at that time and sets the borderline between the 

different opinions of what caused the Eurozone crisis, and therefore how it should be tackled 

at a European level, as well as at an international level.   

The Eurozone reacted to the crisis initially by ordering France, Spain, Ireland and Greece 

to reduce their budget deficit in April 2009, officially recognizing the potential contagion 

of the American crisis.    

The crisis is exacerbated, obliging the European leaders to eventually bailout €78bn 

Portugal in May with 2011, but to this point the crisis seems to be a   

Matter of European periphery’s incompetency, too small to ‘touch’ the European strong 

economies and indeed the world markets. This was shown only after Christine Lagarde, 

Director of the IMF rings the bell for Eurozone to “act now and act together”. The European 

debt crisis afterwards gradually became top-agenda matter for the G20 and the US 

Treasury Secretary, Timothy Geithner. The crisis increasingly rang bigger, international bells, 

with the OECD advising Eurozone leaders to double their ’firewall’ rescue package in March 

2012. Nevertheless, 2012 signaled the internalization of the crisis into the Eurozone, as it 

became apparent that politics played a major role in “containing the crisis”; thus to many 

commentators from mid-2012 onwards the world ‘stood back’, leaving space for the 

Eurozone to escape its identity crisis, substantially decreasing the global interest on the 

region.     
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The globe’s reactions to the crisis at the initial stage was equally characterized by 

‘numbness’, as the Eurozone issue was discussed only occasionally in the media and was not 

given superseding status until the Eurozone itself undertook action. With the exemption of 

the US, Japan and China, no important soar of foreign investment is reported from other 

economies. China, for instance increased it investments in the EU cumulatively from 2010 

and in 2012 it further injected $30bn into strategic assets through its China Investment 

Corporation. But this approach is exceptional, emerging economies like Brazil, SE Asian 

economies and even Russia still remain rather selective in their transactions with the Eurozone, 

provided the existence of friendlier places for businesses like the US, Japan “or even China”. 

Others, like India, S. Korea etc. do not have the extroverted capital, entrepreneurial 

experience or even the willingness to finance the Eurozone more than their current account 

transactions.   
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STATEMENT OF THE PROBLEM   
The global translation of the Eurozone problem is subject to many arguments and 

disagreements. There is one school of political economics that indicates the main influence 

of the Eurozone crisis in the global markets and other economies being of general economic 

nature. Livio Stracca’s report for the ECB suggests that trade links, or namely “economic 

links” are a more significant factor for outward contagion of the Eurozone crisis than 

“financial channels”. This school, in tandem with Rose’s findings3 that measures for financial 

integration cannot justify the incident of crisis, argues that economic events are transferred 

across economies primarily via the economic links that is the real economy: exports-imports 

in an economy, international trade etc. Contrarily, Van Rijckengen and Weder (2001) 

represent the opposite school, which argues that spillovers of economic incidents occur mainly 

through financial episodes, currency crises and borrowing. This disagreement of what caused 

the transmission of the crisis into the Eurozone and what can potentially cause its contagion 

to other economies is central to the quest for measures to contain the Eurozone crisis.   

However there is also some debate on these ‘economic links’ and the extent to which in the 

case of the Eurozone crisis have been generalized or sector-specific, that is whether the 

economies across the globe have been affected in specific areas, like bilateral trade with 

the Eurozone or whether they have experienced a major tremble of their domestic 

economics. For instance, the ECB report suggests that the euro’s exchange rate is touched 

against other currencies like the US dollar or the Swiss franc, but this does not entail but 

marginal effects of the exchange rate between them. These effects should be identified for 

every delegated economy to determine what policy line each country will adopt vis-à-vis 

the Eurozone crisis.      
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CURRENT SITUATION   
The most significant repercussion of the Eurozone crisis is the confusion it has brought forth 

to its members. The current state of affairs within the Euro area is briefly summarized by 

the term: ‘persistent identity crisis; the crisis might have brought substantial financial and 

economic troubles to the global economies, but it has brought back the awkwardness of 

what the ‘leaders of Europe’ should do with this experiment that is called the European 

single currency. Currently, the Eurozone is inconspicuously inclining toward a selectively-

integrated economic union that is that the European elite is choosing the areas that it 

integrates, i.e. establish banking union under the intended Single Supervisory Mechanism 

(SSM) and the ECB. A more cautious and restrained approach was initiated with the 

temporary European Financial Stability Facility on 9 May 2010 (continuing its programme 

in Greece, Portugal and Ireland) and its permanent ‘seed’ the European Stability Mechanism 

(ESM-since 8 October 2012), both entitled to rescue euro-economies in cases of emergency 

by issuing bonds and “other instruments on capital markets”. However the extent to which 

the chronic trade imbalances and relative trade independence of Member States is 

addressed is debatable.   

At the same, international markets and economies keep a close eye on the developments 

occurring within the Eurozone, for three main reasons. Firstly, Europe houses the largest and 

for many, the most prosperous consumer market, comprising 500 million consumers and 

trading $17 trillion annually, according to Eurostat. Secondly, due to its aforementioned size 

and significance, Europe can commence a chain effect across world economies. The 

precedent of the crisis transmission from the US market to the Eurozone, indeed expressed 

as a debt crisis, marks the potential danger of reoccurrence toward other directions as well; 

therefore world economies-also endorsing globalization and seemingly ‘fortressed’ against 

crisis transfusion run  a   possible risk. Thirdly, the Eurozone crisis is of particular interest to 

third states because the world markets had invested huge amounts of money in the euro 

experiment, in terms of loans, investment funds and currency reserves, but more importantly 

huge amount of confidence in the Eurozone, and the severe crisis has hampered this trust. It 

took five years for the stock market indicators (German DAX, but basically the French CAC 

40, the Spanish IBEX and the Italian FTSE MIB) to recover their pre-crisis levels of confidence, 

and even though these levels might have been restored, the central confidence deficit 

created by the crisis has left the Eurozone much less genuinely and unconditionally trusted.   

The above-mentioned parameters are only the beginning of a huge list of reasons why the 

world is interested in the Eurozone, however they briefly summarize three areas where the 

Eurozone debt crisis has alerted the world economies in a way that shifted their spheres of 

priorities.     
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Emergency Measures   
Because the debt problems proved to be so large and European States have become so 

interdependent within their economic union, establishments within the European Union were 

mobilized in order to uphold the European economy. On May 9, 2010, a €440 billion 

lending mechanism, the European Financial Stability Facility (EFSF), was created to help EU 

States dealing with financial credit Agencies Downgrade Debt Linked to Greece - The New 

York Times difficulty. Then on January 5, 2011, the EU created the European Financial 

Stabilization Mechanism (EFSM), a €60 billion emergency funding program guaranteed by 

the European Commission using the budget of the EU as collateral.  The purpose of these 

emergency measures was to prevent the collapse of State economies and to help the market 

regain confidence. While they have caused stocks to surge and the euro to grow after their 

announcements, it is still unclear what the overall affect the EFSF and EFSM will have on the 

overall debt crisis. How should these funds be utilized moving forward and what kind of 

structure should the permanent rescue fund, the European Stability Mechanism, have?     

Austerity Measures  
Emergency assistance from external assistance has been vital to debt ridden States, but the 

road to recovery involves more than just external forces. Internal reforms must be in order 

for States such as Portugal, Ireland, Italy, Greece, Portugal, and Spain. Within the political 

systems of these States, government officials have been faced with difficult decisions about 

where to cut back on government spending. Since government expenditures and jobs 

contribute to the overall health of the economy, it’s a balancing act of where to make cuts 

without hindering growth. It’s an important policy statement for these States to show investors 

that they are committed to decreasing their debt. However, controversy persists when policy 

makers have to choose between which areas to eliminate funding for. These austerity 

measures have caused citizens of these States to demonstrate their displeasure through 

protests. European Central Bank a major part of the EU structure that has recently begun to 

play a role in the debt crisis is the European Central Bank (ECB). The ECB administers 

monetary policy for the EU and has been involved in the debt crisis due to the purchasing 

of bonds. Currently under complex debate are the limits that the Bank is constrained to 

within The Maastricht Treaty. Could the EU expand their powers to allow them to print 

money? What kind of impact would that have on the debt crisis?     
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Questions to Consider  
As we approach our session with the topic of 'reconstructing the European economy and 

analyzing past reforms on the agenda, it is important for you to gain a thorough 

understanding of your State’s position on the emergency measures and gather solutions for 

long-term recovery.   

1) What kind of reforms can European States enact in order to prevent a future crisis? What 

else needs to be done in order to facilitate recovery in the short-term?  

2) How can States grow their economies without increasing the amount of debt they owe?  

3) What are the consequences if one of the European States fail? 

4) What kind of role should the European Central Bank play in helping debt-ridden States 

recover? 

 

Other Information 
Please feel free to contact any EB member at any point in time. The numbers and emails 

are given below 

Srinjon Gupta (Chair) - 8447434516; srinjon.gupta@stu.sbs-school.org 

Ribhav Talwar (Vice Chair) - ribhav162@gmail.com 

Anav Jha (Rapporteur) - anavjha@gmail.com 
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Committee Documentation 
 

 

 

 

 

 
 

REPORT    
The World Economic Forum 

 

Authors: Maximum 4 
 

Co Authors: Maximum 8 
 

Contributors: No Limit 
  

 

ON THE QUESTION REFORMING THE EUROZONE   
 
 

Problems identified, solutions suggested.   
 
In Point/Paragraph form.   
 
 

  
 

 

ON THE QUESTION OF THE ECONOMIC IMPLICATION OF THE BREXIT   
 
Problems identified, solutions suggested.   
 
In Point/Paragraph form 
 
 

 

 
1st Meeting | 13th-14th January,  

2017 

 


