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T here are few experiences in world 

football that can legitimately claim 

to rival the magic of a Champions 

League night. The unmissable theme, 

the unrelenting support and stadiums 

illuminated under floodlights all com-

bine to create one of the great specta-

cles of the beautiful game. Admittedly, 

it is not without its flaws, but the 

chance to compete for ôBig Earsõ, the 

nickname for the winnerõs trophy, re-

mains the pinnacle of achievement for 

European clubs. The Champions 

League will always be revered within 

football and, therefore, the mere fact 

that the proposed European Super 

League threatened to undermine the 

sanctity of this tournament struck the 

heart of the footballing world. Crucially, 

it raised the question: how willing are 

those in power to betray the values that 

made the beautiful game what it is? 

To the modern football fan, the value 

of fair competition within football may 

seem alien. The influx of ultra-wealthy 

owners, coupled with the skewed distri-

bution of league revenue, has meant 

that the fairy-tale underdog story re-

mains just that, at least until an invest-

ment group from the Middle East 

comes calling. However, only 20 years 

ago, Leeds United were reaching Cham-

pions League semi-finals and Tino 

Asprilla was scoring hat-tricks for New-

castle against Barcelona, while more 

recently Leicester scaled the heights of 

the Premier League before reaching the 

Champions League quarterfinals the 

next year. Even this September, Sher-

iff Tiraspol, the Moldovan champions, 

stunned Real Madrid 2-1 away from 

homeñSheriff didnõt reach the knock-

outs and Real Madrid progressed re-

gardless, but moments like this sum up 

the magic of football and the great 

necessity for fair competition to be 

preserved. 

Wr^® k¶^g®z· µ^« ®rk 

N¯§kª >k^q¯kÕ 

ôThe saviour of footballõ as its creators 

claimedñor merely an attempt to 

deepen the pockets of those driving it? 

Announced by a press release on 18 

April 2021, the proposed breakaway 

league was the brainchild of Florenti-

no Perez, Real Madridõs divisive chair-

man, who was ably supported by his 

four horsemen. These were the Ju-

ventus chairman, Andrea Agnelli, and 

the American owners of 3 English 

powerhouses (Liverpool, Manchester 

United and Arsenal), John Henry, Joel 

Glazer and Stan Kroenke. It is im-

portant to note that no one exempli-

fies disconnect between ownership 

and a fanbase quite like them: it was 

Kroenke who famously said he didnõt 

buy his Arsenal stake to win trophies, 

instead considering a historic institution 

to be nothing more than a mere finan-

cial asset.[1] 

The proponents of the Super League 

claimed it was a direct consequence of 

the financial impact of Covid, which 

they claimed òaccelerated the instability 

in the existing European football eco-

nomic modeló.[2] Supposedly, talks re-

garding the future of existing European 

competitions had been a failure, with all 

solutions unable to satisfy the core need 

for higher quality matches and econom-

ic support for the football pyramid.  

Their solution: a closed shop including 

15 of the biggest teams across the conti-

nent (the English ôBig Sixõ, Juventus, 

Inter and AC Milan, Barcelona, the two 

Madrid clubs, and three others) as 

founders, with a separate mechanism to 

allow five non-founder clubs to qualify 

yearly.[2] It was an attempt to introduce 

the lucrative American model into Eu-

ropean football; Kroenke, Henry and 

Glazerõs ownership of franchises in 

American leagues, including the NBA, 

NFL, and MLB meant they knew the 

ÂÆ 6~¯ª« ^|i 
*k·~|i 

The European Super League:  

betraying the beautiful game. 

EESHAAN IYER Y12 

Nominated for best article 
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benefits it would bring them. It would 

function as a direct substitute for exist-

ing European competition, and alt-

hough teams would continue to take 

part in their respective domestic 

leagues, these would lose significance 

without a qualifying incentive process 

for the founders. The format of the 

Super League and its outcome was es-

sentially redundant. It wouldnõt matter if 

Tottenham lost every game 7-0 and fin-

ished bottom of their group, given their 

guaranteed place in the competition.  

" p^sz¯ªk f~®r {~ª^z ^|i ps«g^z 

If the pretentious nature of the tourna-

ment wasnõt enough of an issue, the 

staggeringly high levels of revenue clubs 

would receive added to fears that the 

breakaway league would simply worsen 

the pre-existent spending disparity be-

tween bigger and smaller clubs. The 

twelve founder clubs (worth a com-

bined $34.37bn)[3] signed a long-term 

commitment to receive uncapped soli-

darity payments, which exceeded $10bn 

across the initial 23-year period and 

would rise in accordance with the 

leagueõs overall growth. In fact, the 

founder clubs were to be paid ϵ3.5 bil-

lion (around ϵ300 million per club) up-

front to offset the impact of Covid, 

purely in return for their commitment 

and cooperation.[4] Curiously, the deal 

had been significantly bankrolled by the 

American investment bank JP Morgan 

Chase (estimated to be around $3.25 

billion), adding to the evidently Ameri-

canised nature of the new league.[5] Ac-

cording to Perez, the increased revenues 

would trickle down to clubs outside 

the Super League through a òsustainable 

spending frameworkó, perhaps remi-

niscent of the Reaganomics of the 

1980s.[2] The timing of the deal could 

not have been worse, with clubs at the 

lower levels of the football pyramid 

struggling desperately due to the pan-

demic. At a time when the wider foot-

balling community needed financial 

support, the owners of these clubs 

neglected compassion for greed. 

The influx of new fans from around 

the globe was cited as a justification 

for the Super Leagueñwhat better 

way is there to be introduced to a new 

sport than to see the best compete 

against the best every week? 

Footballing institutions are built on so 

called òlegacy fansó, who care about 

their clubõs heritage and values.[5] It 

may well have been that the òfans of 

the futureó, who focus on superstar 

names over history, presented a more 

attractive financial proposition for 

club stakeholders, but the legacy fan 

still represents the backbone of a foot-

ball club, meaning any attempt to side-

line them and ignore their criticisms 

would inevitably fail. 

Wr^® µk|® µª~|qÕ 

The danger of this oversight was most 

apparent in the eventual demise of the 

Super League, as fans across Europe, 

mainly in England, rallied against the 

corporate invasion of their sport. Large 

protests, led by the Chelsea Supporterõs 

Trust, began outside Stamford Bridge 

on the eve of Chelseaõs fixture against 

Brighton on 20 April, with the 0-0 draw 

a mere footnote on this momentous 

night. Similar concerns were raised by 

the supporter trusts of other founding 

clubs, with a YouGov survey showing 

that 79% of all British football fans and 

76% of British fans of Super League 

clubs strongly opposed the project.[6] 

Concerns were shared across the foot-

balling world, with ex-footballers and 

pundits such as Gary Neville especially 

garnering attention and appreciation on 

social media for calling the plan a 

òcriminal act against football fansó and 

calling for the FA to òdeduct [the in-

volved clubs] all points tomorrowó and 

òput them at the bottom of the league 

and take the money off themó.[7] The 

project was opposed in equal measure 

by politicians, with Boris Johnson and 

Keir Starmer uniting in their condem-

nation of the league while the Italian, 

French, and Spanish governments were 

equally critical. 
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Merit-based qualification was no 

longer in fashion ñ the only 

criteria relevant were the number 

of fans a club would bring and 

the size of their brand.   

However, in an attempt to 

capitalise on the growing 

worldwide popularity of 

football, the creators of the 

Super League forgot rule 

number one: remember who 

and what you represent.  

The financial aspect of the 

Super League only proved that, 

in the eyes of disinterested 

owners, there was a price at 

which fair competition and 

integrity within football could 

be sold. 
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The Union of European Football Asso-

ciations (UEFA) was the ESLõs strong-

est critic, calling it a òdisgraceful self-

serving planó and warning that clubs 

involved would be banned from all oth-

er domestic and continental competi-

tions, in a joint statement with the na-

tional governing bodies of England, 

Italy and Spain.[6] The players involved 

would also be banned from representing 

their national teams (particularly signifi-

cant given Euro 2020 was two months 

away). Although FIFA president Gianni 

Infantino said that FIFA shared 

UEFAõs disapproval of the ESL, the 

New York Times later reviewed the 

founding contract of the Super League, 

which showed that FIFA had been in 

talks with the founders for months over 

endorsing the project and may have re-

ceived $1 billion as a solidarity payment.

[8] This perhaps suggests that their op-

position was only driven by the public 

outcry following the announcement, 

rather than a desire to protect the values 

of football. Many football clubs, includ-

ing those sought by the Super League 

(such as Bayern, PSG and Borussia 

Dortmund who rejected a chance to be 

involved) criticised the proposal and the 

founding clubs, with Leeds United re-

ferring to Liverpool as Merseyside Reds, 

the infamous unlicensed name used on 

PES and Everton accusing the Big Six 

of òbetraying football supporters across 

Englandó.[9] Perhaps surprisingly, foot-

ballers themselves had a lukewarm 

reaction towards the Super Leagueñ

although individuals such as Marcus 

Rashford, Bruno Fernandes and James 

Milner voiced their concerns, there 

was no collective opposition such as 

boycotts, with player unions such as 

the PFA and FIFPro preferring diplo-

macy through official statements of 

concern instead. 

Prk· ®rs|y s®í« ^zz ~´kªÎÎÎ 

Nevertheless, the mounting opposition 

from within football and outside 

reached its crescendo on the night of 

the Chelsea-Brighton protests, forcing 

the clubõs technical director Petr Cech 

to ask for calm and eventually result-

ing in Chelsea becoming the first team 

to formally exit the Super League on 

April 20th.[10] Like dominoes, the re-

solve of the clubsõ owners and direc-

tors collapsed one by one, until, by 

noon on April 21st, all bar Juventus, 

Barcelona and Real Madrid had exited 

the ESL. The crisis seemed to have 

been averted, but closer inspection 

suggests that the idea is far from bur-

ied. The three rebel clubs remain con-

fident in the value and benefits of the 

Super League, and, although Agnelli 

may have confirmed that the project 

has been halted, there is no indication 

that this will be permanent, with Bar-

celona chief Laporta openly saying that 

the Super League is òaliveó because 

òwe keep winning in the courtsó.[11] 

Crocodile tears were shed by the own-

ers and executives of the clubs who 

had exited, with senior Man. United 

executive Ed Woodward even resign-

ing, 

This is perhaps in part due to the action 

ñor rather, inactionñtaken by UEFA 

and other footballing boards: the FA 

fined the Big Six a combined £22 mil-

lion (just over a third of Ronaldoõs an-

nual wage)[12, 13] while UEFA refused to 

ban or remove any of the 12 involved 

clubs from European competition, 

merely agreeing to fine the clubs a com-

bined £13.4m and withholding UEFA 

competition revenue for one season.[14] 

Even this was later suspended, as 

UEFA were forced to abandon a disci-

plinary case against the 3 rebel teams by 

a Spanish court.[15] UEFA president Ale-

ksander Ceferinõs speech reaccepting 

the clubs back into the fold was far re-

moved from his angry outburst less 

than a month prior. Although UEFAõs 

compromise held a clause which would 

make the clubs pay ϵ100m each if they 

re-entered a breakaway league, the Su-

per League claim that the 9 clubs who 

exited remain tied by binding contracts, 

as there is no legal way to withdraw 

from the league, without facing fines of 

approximately ϵ300m.[16] We canõt 

know whether the greatest threat to the 

beautiful game has been truly defeated 

or if it is biding its time, waiting for its 

next opportunity to strike. 

The Super League would undeniably be 

an entertaining watch, with mouth-

watering clashes served every week and 

the biggest superstars playing on the 

biggest stage all year round. But this 

comes at a costñthe undermining of 

fair competition, the undermining of 

historic fanbases and the undermining 

of regulatory bodiesñwhich the foot-

balling community cannot afford. 

UEFA isnõt perfect, and the proposed 

reform of the Champions League from 

2024 onwards is equally as contentious 

but at least the door is open for mira-

cles to happen. Sheriff couldnõt beat 

Real Madrid in the ESL, after all. 

EDITED BY SHUAYB MOHAMMED  
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but there is nothing to suggest 

that they wouldnõt jump at the 

opportunity of an amended 

Super League, were it to arise.  
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T hroughout the world, public debt 

levels continue to rise at a stag-

gering rate. While this trend has been 

exacerbated by COVID-19, its root 

causes are a result of structural eco-

nomic planning throughout the 2010s. 

The national debt of the USA grew 

from $20 trillion at the end of 2020 to 

over $28 trillion in May 2021.[1] This 

places the USAõs national debt at 107% 

of its GDP. The USA has maintained a 

modest rate of growth but some fear 

that burgeoning debt could lead to sov-

ereign default (the inability to pay off 

national debts). 

The US government and Federal Re-

serve have continued to raise the debt 

ceiling (the maximum legal amount of 

money that can be borrowed from 

creditors by the US government). 

The UKõs government debt is similar 

at 106% of its GDP.[2] Furthermore, 

the rapidly emerging Chinese economy 

has also struggled with debt. The Chi-

nese national debt is officially $7.0 tril-

lion, but agencies such as Standard and 

Poorõs Global Ratings believe that addi-

tional off-balance sheet debt in China 

could account for as much as an addi-

tional $5.8 trillion.[3] The Chinese real 

estate company Evergrande is possibly 

poised to default on $300 billion in debt.
[4] Smaller, developing economies have 

also been affected by debt: Lebanon de-

clared sovereign default last year. The 

risks of debt certainly cannot be underes-

timated. This begs the questions: how 

much debt is too much debt? Why is 

debt such a universal problem, and what 

can be done about it? 

-kf®Ð Prk N®ª^µ Pr^® *ªk^y« ®rk  

+^{kzí« *^gy 
Biranavan shares a perspective on the impacts of governmentsõ debts and the possible solutions to 

rising levels of  debt throughout the world. 

BIRANAVAN LAMBOTHARA N Y11 
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Following the current trend, the 

USAõs debt will reach $89 

trillion by 2027.[1] 
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+zk^ªs|q {s«g~|gk§®s~|«Ð ikf® 

s«|í® ^zµ^·« f^i 

ôDebtõ isnõt usually considered to be pos-

itive. Whether it be a mortgage on a 

house, a pay-as-you go phone purchase 

or (at a macroeconomic scale) a gov-

ernment loan, debt is something we all 

seek to repay and avoid as far as possi-

ble. However, government debt is differ-

ent. In fact, debt, to a certain extent, can 

be an indicator of a healthy economy. 

Modern economic growth is based on 

spending to generate demand, which 

often necessitates debt. Consumers buy 

goods and services from businesses. Of-

tentimes, they must take a loan and pay 

the cost of the purchase over an extend-

ed period as consumer credit. Businesses 

take loans from commercial banks and 

moneylenders to finance their operations 

and provide the capital needed to ex-

pand. Sometimes, larger firms may also 

purchase government loans and bonds 

to expand as a business. Quantitative 

easing is a key feature of modern eco-

nomicsña supposed magical elixir to 

dips in demand (particularly applicable 

to todayõs pandemic situation). Central 

banks may purchase government bonds 

and other financial assets from business-

es in order to inject money into the 

economy and generate demand. Further-

more, governments and moneylenders 

themselves often must borrow colossal 

sums of money to fund their own mac-

roeconomic incentives and operations. 

International debt is a murky tangle of 

countries and companies owing goliath 

sums to one another in debt to fund the 

extravagant spending needed to main-

tain the current world economy.  

As  spending increases, growth will also 

increase in proportion as a result of in-

creased aggregate demand. 

However, this will almost always  

result in increasing debt as well. Simply 

put, debt is integral to the modern con-

sumerist growth model. An apt example 

of this would be the economic boom in 

the USA during the 1940s and 1950s 

due to WW2 military spending and post

-war business growth. Consumer credit 

soared by 800% as pent-up consumer 

demand suppressed during the Depres-

sion burst into a spontaneous wave of 

economic growth and spending. During 

this time, the US economyõs real GDP 

expanded from $200 billion to $300 bil-

lion.[5]  However, this runaway growth 

success also came with rising debt. 

Throughout this period, the USA main-

tained debt exceeding 100% of its GDP,
[6] although this gradually  decreased to 

sustainable levels as the USA continued 

to expand its export industry which 

made productive sectors of the econo-

my more efficient, reducing the need for 

government support and raising tax rev-

enue.  

The UK has also incurred considerable 

debt over the course of its history. The 

war effort during the Second World War 

led to UK government debt peaking at 

270% of GDP, before decreasing to 

50% of GDP over the next three dec-

ades.[7]  

In both examples, debt was temporarily 

incurred as part of contemporary poli-

cies to propel the economy through a 

period of crisis and ultimately restore 

economic growth through spending. We 

are perhaps in a similar position today.  

During the COVID-19 pandemic, busi-

nesses have struggled to stay afoot. As a 

result, government spending was in-

creased with stimuli and funding to keep 

the economy afloat. This has led to a 
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return to growth (the IMF predicted a 

growth rate of 7.3% for the UK at the 

beginning of 2021 and a 6% increase in 

the global economy as part of a Covid 

recovery),[8] but the great question now is 

whether debt and inflation can be con-

trolled and brought back to sustainable 

levels to maintain levels of growth. 

Debt is not necessarily negative, but too 

much of it could be. Japan also maintains 

considerable economic growth rates de-

spite having government debt amounting 

to nearly 200% of its GDP.[9] Import 

capital can accrue short-term debts but 

will increase economic growth and repay 

debts in the long term. For instance, a 

new machine in a semiconductor factory 

could increase overall economic growth 

through improved efficiency and output. 

However, a prerequisite to sustainable 

debt is continued economic growth to 

repay debts. If economic growth de-

clines, debt becomes a serious problem. 

*^gyqª~¯|iÐ ®rk ^i´kª«k kppkg®« 

~p k¶gk««s´k ikf® 

To fully analyse the current state of the 

market whilst making conclusions and 

speaking of solutions, the manifold costs 

of having too much public and govern-

ment debt must be outlined. Failure to 

repay debts, in both a microeconomic 

and macroeconomic sense, is unattrac-

tive to investors, firms, and moneylend-

ers. When individuals incur temporary 

debts, such as a mortgage or a student 

loan, moneylenders judge applicants 

based on their credit rating. This is es-

sentially a score and track record of an 

individualõs past ability to repay debts to 

those they owe interest to. If an individ-

ual has a poor credit rating, it is likely 

that they will be rejected when approach-

ing a moneylender for finance. It works 

the same way in a macroeconomic sense 

for national debt. If a country fails to 

repay its debts, its credit rating will be 

downgraded by agencies such as Stand-

ard and Poorõs. If a country declares that 

it cannot pay its government bonds and 

debts wholesale, a state of sovereign de-

fault is declaredña country often has to 

acquire a conditional bailout from in-

ternational financial institutions such as 

the International Monetary Foundation 

(IMF) whilst putting austerity on its 

fiscal spendingñessentially the macro-

economic version of a diet plan. In 

such a state of failure to repay debts, 

investors are effectively deterred from 

those with a poor credit rating. They 

opt to invest their money in individu-

als, companies and countries with a 

more reliable record of repaying the 

debts they owe.  

Debt alone is not always a bad thing, 

but the failure to repay these debts is 

lethal in todayõs investment and spend-

ing-based economy. As per post-1990s 

modern monetary theory (which 

evolved from Keynesian monetary 

ideas of the 1930s) it is easier to avoid 

default if a nation has a reserve curren-

cy (examples include the US Dollar and 

the Great British Pound), as debts can 

be repaid in the same currency that 

they are owed in.  

Printing money is a sure-fire way to 

increase inflation, but it can indeed 

work as a temporary repayment of 

debts in countries such as the USA 

(which has the foremost foreign ex-

change currency today). However, even 

foreign reserve nations are not immune 

to debt crises. In 1976, the UK endured 

a debt repayments crisis after taking a 

$5.3 billion loan to stop the devaluation 

of the GBP. The government was una-

ble to repay the loan by December. 

This ultimately resulted in the UK hav-

ing no option other than to take a loan 

of $3.9 billion from the IMF to repay 

this short-term loan.[10] This reflected an 

unprecedented failure to control debt 

and inflation, leading to a drastic recon-

sideration of the prevailing economic 

model of the time.  

Now that we have outlined the adverse 

effects of excess debt, what relevance 

does this have to the current economic 

climate? 

6~µ {sqr® ikf® ®rªk^®k| ¯« 

®~i^·Õ 

Examples of sovereign debt default in 

recent times have largely involved devel-

oping economies. Lebanon declared a 

state of default last year, and other coun-

tries such as Argentina are also unable to 

repay debts.[11] In such countries, loans 

have become increasingly difficult to 

acquire and a foreign exchange crisis has 

sharply curtailed the ability to import 

goods and services.[12] This has increased 

prices for basic commodities such as 

food, water and electricity.  

However, larger and more developed 

economies could also face challenges in 

regard to accumulated debt. 
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As the national debt of the USA 

continues to rise, Congress finds 

itself increasing the debt ceiling 

higher and higher. How high can 

the ceiling go? 
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The Chinese real estate goliath Ever-

grande is in a possible state of default as 

it has run out of money; it is speculated 

that this could pop the real estate bubble 

of the Chinese economy and bring much 

of the rest of the world down with it. An 

increasing debt, along with a multitude 

of other factors such as inflation and 

energy shortages (due to rising oil and 

gas prices) could lead to negative inves-

tor speculation, which can in turn lead to 

a decline in share prices and a subse-

quent economic recession. This would 

decrease economic output and increase 

unemployment. If the recession (defined 

as two quarters of negative growth) lasts 

for longer than two or three years, it 

could spiral into an economic depression 

(as seen during the 1930s after the Wall 

Street Crash in October 1929). A de-

crease in economic growth would also 

result in an inability to pay debts, which 

would further damage the economy. 

The quantitative easing strategies em-

ployed during the pandemic have in-

creased spending and growth (by reduc-

ing interest rates) but have also increased 

debt and inflation as money is continual-

ly borrowed to fund quantitative easing 

whilst an increase in the supply and ve-

locity of money leads to increased infla-

tion. This has brought us growth on bor-

rowed time but could give way to a re-

cession as continual borrowing cannot 

be sustained forever. For example, as 

creased interest rates would also help in 

other areas such as land prices, as de-

mand for real estate would reduce and so 

this would mean land prices would be-

come more affordable for most consum-

ers. Although increasing land prices 

(projected to increase by 3.5% annually)

[13] may seem to increase economic 

growth as house prices boom, they are 

ultimately unsustainable for the vast ma-

jority of new consumers seeking a home 

to live in. 

" z~|q ª~^i ^rk^i p~ª ®rk g^{kz 

Ultimately, contractionary fiscal policy 

and an end to quantitative easing is 

needed to handle debt and fix the unsus-

tainable, broken economic model of to-

day. We can no longer assume that eco-

nomic growth is a given and continue to 

keep borrowing and lowering interest 

rates at the expense of a sustainable long

-term economy. This model ensures 

short-term growth but could ultimately 

hamper growth in the long term. To pre-

vent the increased risk of default and 

recession, and maintain the ongoing eco-

nomic recovery, the macroeconomic 

policy must focus on restructuring our 

economy away from dependence on in-

organic growth. What we need is a sus-

tainable system, rather than one which 

prioritises instant gratification at the ex-

pense of future growth. 

5z~««^ª· 

Macroeconomic - relating to the study of 

the overall, broad aspects of a national 

economy. 

Microeconomic - relating to the study of 

small-scale economic activities, i.e. those 

of the individual or company. 

Keynesian - relating to the theories of 

John Maynard Keynes, who advocated for 

increased government expenditures and 

lower taxes in order to stimulate demand. 

previously established, if the debt of 

the USA continues to rise until 2027 at 

current rates, it could reach $89 trillion. 

This would be unsustainable and could 

damage long-term growth. Govern-

ments must enact macroeconomic poli-

cies which decrease debt and brings it 

back to controllable and sustainable 

levels. Along with other factors, debt 

must be controlled to avoid recession. 

*ªs|qs|q ^| kg~|~{· f^gy 
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Contractionary fiscal policy is the fore-

most method applied by governments 

to curtail rising debt. This involves in-

creasing tax revenue whilst simultane-

ously decreasing government spending. 

It is a simple yet effective way of tack-

ling rising debt levels usually applied in 

times of high growth and prosperity. 

Amidst post-lockdown growth, con-

tractionary fiscal policy could help to 

reduce debt and help ensure long-term 

economic growth and stability. Further-

more, quantitative easing should be 

phased out to increase interest rates. 

This may temporarily reduce economic 

growth, but it would reduce debt and 

inflation, and stabilise the economy. 

Stability would then increase economic 

growth, as prospective investors would 

be more likely to invest their capital 

knowing that they will make returns on 

their investments. Additionally, in-

 THE WILSONõS INTRIGUE | ECONOMICS Issue 3 | March 2022  

EDITED BY SHUAYB MOHAMMED  

 



 

13 

Issue 3 | March 2022   THE WILSONõS INTRIGUE | ECONOMICS Issue 3 | March 2022  

Prk Pµ~-Prsªi« 5^{k 
Can you solve this fiendishly difficult economics experiment that tests your rational abilities? 

DIVY DAYAL Y13 

E conomics is a social science, which means that it often undertakes scientific experiments on human decisions to help better 

understand how we make them. While we may all want to think of ourselves as rational, economic experiments help show 

us that this isnõt always true when we make decisions. 

One very famous economic experiment is called the Two-Thirds game, and the rules are as follows: 

¶ Everyone should guess a number between zero and hundred knowing that: 

¶ The guesses from a group of people will be averaged, and the mean average will be calculated.  

¶ The winner will be the person whose original guess is closest to ӏ of the average. 

Intuitive guesses include 66 (two-thirds of a hundred) and 44 (everyone will guess 66 hence two-thirds of that is 44).  

What would you say? 

If everyone were perfectly rational, the òcorrect answeró would be 0. This is because if 66 is the original guess, 44 would be the 

correct answer, however everyone else would also know that and in order to win, they will guess 30. The group will continue to 

undercut until they get to zero, since they know that all the other people will be doing the same.  

We asked a group of students to play the game, however we did not assume rationality and hence opened the experiment to the 

irrational chaos of man. Below are the guesses made:  

From this we can see that the majority guesses were in the 20-30 range, perhaps as many made a calculation as to how òrationaló 

the other respondents are. Some were less rational than others (such as those who put 66) and some overestimated the rationality 

within people (those who said 0).  

For the moment everyone has been waiting for: 

Prk "V/M"5/ µ^« ÀÃÎÆ ^|i rk|gk ®rk W7@@7@5 N+BM/ µ^« ¿ÅÎÀ 

Congratulations if you guessed correctly, but we must bear in mind that the sample was of a grammar school, begging the 

question of what the histogram would look like from a more random sample. 
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E conomics is dependent on non-

violent conflict, whether it be the 

struggle between consumers for finite 

goods or the conflict between producers 

for resources. We associate conflict with 

diverging interests and whether a conflict 

is successful is if we can get the outcome 

to align with our interests.[1] However 

when we consider violent conflict, how 

can economic thinking and analysis be 

applied to the decisions made in war?   

Prk ?^ª¶s^| {~ikz ~p ®rªs´s|q s| 

µ^ª 

Early economic thinking viewed the 

world as a fixed òpie,ó i.e. that one per-

sonõs gain must come at anotherõs loss. 

This is partly to blame for the rise in 

imperialism and colonialism, under 

which the rise of global empires was 

founded on the exploitation of indige-

nous populationsñand the conquerors 

rarely believed in the prosperity of both 

parties.  

Marx was fascinated with economic 

conflict, and believed that this imperial-

ism and search for foreign power will 

inevitably lead to violent military con-

flict. In fact, he claimed that one of 

capitalismõs many flaws is that it pro-

vides only short term progress, through 

the exploitation of resources, whether 

they be domestic or international mar-

kets.[1] He surmised the capitalist ap-

proach was to seek new areas where it 

was not established and exploit the 

higher profit rates. Marx believed that 

once the entire world was òconquered,ó 

there would be no more new markets to 

enter and capitalism would falter.  

This was perhaps inspired by the Scram-

ble for Africa wherein during the Berlin 

Conference of 1884, the invasion and 

occupation of 90% of Africa was regu-

larised, such that European superpowers 

avoided conflict on foreign soilñnot 

due to the respect for locals but due to 

the high private cost of long distance 

war.  

Marx outlined that crises would happen 

due to realisation crises (where there 

exists an oversupply of goods, causing 

price to fall so much that they become 

/g~|~{sg« ~p +~|ƒsg® 
Conflict is often seen as having a negative impact on the economy, but it has some surprising benefits. 

DIVY DAYAL Y13 

 THE WILSONõS INTRIGUE | ECONOMICS Issue 3 | March 2022   



 

15 

Issue 3 | March 2022  

worthless) or an underconsumptionist 

crisis (where due to exogenous circum-

stances, wages plummet and levels of 

demand fall). He claimed that with glob-

al dominance and control over labour, 

wages would be pushed as low as possi-

ble where the underconsumptionist crisis 

would take place.[1] 

It is interesting to note that the Marxian 

underconsumptionist view of military 

expenditure may have inspired the basis 

of aggregate demand and Keynesian eco-

nomics, one of whichõs main features is 

to capture the problem of overproduc-

tion and under-demand.   

Kautsky in 1914 criticised this view, playing 

on Mengerõs principles of ex

 and ability 

to exchange. For him, the only way for 

the capitalist greed to be curbed and to 

prevent the race for land was to create a 

cartel; powerful nations would co-

operate to limit the òsupply of colonisa-

tionó. Kautsky aimed to limit the ability 

to exchange to prevent the trade of con-

flict.  Note that Kautsky was an advocate 

of peaceful capitalism and believed that 

there is no inherent need to exploit with-

in capitalism.[1]  

The problem Marx faced was that during 

war (where he hypothesised the failure 

of capitalism would take place as nations 

would engage in conflict and unsustaina-

bly starve resources), capitalism thrived. 

Marx believed that his underconsump-

tionist view would override any posi-

tive impact of military expenditure, 

since due to the pressures of war, wag-

es would be supressed and consump-

tion compromised. This is where the 

concept of peace economics enters.  

Jk^gk kg~|~{sg« 

The problem Marx had at hand was the 

explanation of why capitalism did as 

well as it did during wars. Peace eco-

nomics utilises institution building as a 

key tool in mitigating war. Perhaps the 

most notable example came after the 

Second World War with the creation of 

the Bretton Woods system and a num-

ber of supra-governmental organisa-

tions whose aim was to regulate and 

reset international values and rules. The 

human rights conventions and social 

development goals are perhaps the 

most famous creations of these, now 

being used as the key indicators of suc-

cess in many worldwide development 

projects.  

What these institutions do is provide 

domestic governments with scale and 

scope of intervention in the market and 

economy. Marx assumed the govern-

ment to be involved in military spend-

ingñonly here, the government looks 

to the military to increase their scope of 

intervention too. What this means is 

that the impact of the military is exag-

gerated: if the country wins a war, huge 

economic benefits follow after any re-

construction. Consequently if a country 

loses a war, its loss is compounded. 

This is derived from Coyneõs òboomerang 

effectó, an effort to explain how there is 

greater scope of government intervention 

when military spending increases.[1] For 

example, preparing for war may lead to 

the creation of new technologies, 

which given certain conditions may 

òboomerangó their way to common 

society with those innovations import-

ed from the battle front. One perhaps 

more notable example is the increased 

military spending by the US Depart-

ment of Defense in 1973, which helped 

develop the basis of modern GPS. 

Marx assumed that the benefit of the 

military would be limited to the wages of 

soldiers, not taking into account the in-

creased scope and unanticipated conse-

quences that may result. In many ways 

this is similar to the concept of exter-

nalities, however here the benefits and 

costs are borne by the same party in-

volved in the transaction that was origi-

nally unaware (the government was in-

volved in the transaction of funding de-

fence but were unaware of the benefits 

of GPS when they first made the invest-

ment). 

Keynes also discussed this in his work 

òEconomic Consequences of Peace,ó in 

which he described the exaggeration 

outlined above.[2] His work predicts the 

Second World War; caused by a desire to 

recompensate and òmake the world payó 

for the stringent restrictions and war 

reparations imposed upon Germany. 

5k|kª^z g^¯«k« ~p g~|ƒsg® 

Although there are many nuances within 

the various economic causes of conflict, 

the most distinguishable reasons are 

greed-based determinants and the out-

comes of game theory. The former is 

self-explanatory: nations and societies 

wish to gain more factors of production 

in a bid to maximise their own profits.  

Game theory is a theoretical framework 

in which the actions of one nation are 

dependent on another, as both nations 

work to minimise their loss. What this 

can mean is that the outcome is sub-

optimal, as a situation where nations 

minimise their losses may not necessarily 

 THE WILSONõS INTRIGUE | ECONOMICS Issue 3 | March 2022  



 

16 

be the situation with the minimal joint 

loss, as seen for example in the Cold 

War. Both the USA and USSR aimed to 

minimise their losses (engaging in a Cold 

War as a result) which wasn't the optimal 

outcome (the optimal outcome being 

not being involved in war at all). This 

derives from the fact that the NASH 

equilibrium (a situation in which both 

players in a game do not want to change 

and have a dominant strategy) is differ-

ent to the Pareto efficient outcome, a 

situation of resource allocation in which 

one player can make gains without ex-

pense to any other player. This often 

leads to an arms race such as in the Cold 

War.[3] 

>kµs« 4ª· Msgr^ªi«~|í« ^ª{« ª^gk 

{^®rk{^®sg^z {~ikz 

One other key model within the eco-

nomics of conflict is to describe whether 

an arms race may or may not occur. It is 

a mathematical model to describe the 

competitive acquisition of military capa-

bility.[4] The model is as follows: 

This model reflects the rate of gaining 

arms for country x and y. The three 

components that determine the rate are 

a response to the other nation (ky or lx), 

a common negative through fatigue (-ǟt 

or -Ǡt), as well as a constant grievance 

factor. 

The reason this model is so significant 

is that if ǟǠ = kl, the rates of change in 

the gains of weapons would be parallel. 

This is a stable situation and there is no 

òrace,ó however where this is not the 

case, exponential growth in the level of 

arms would occur.  

Although simple, this model outlines 

the basic conditions of an arms race: a 

response factor; a negative fatigue fac-

tor; and a grievance factor. The biggest 

advantage of this model is that it can 

also model evolutionary escalation and 

more refined counter adaptions. In a 

biological context, foxes can hunt bet-

ter but rabbits too can get better at es-

caping. This applies to the military con-

text too, such as better aimed missiles 

(better hunting) followed by better anti-

missile domes, such as the Iron Dome 

in Israel (better escaping). 

It is important to consider that an arms 

race stability is not necessarily the same 

as political stability (arms race stability 

means both nations increase quantity 

of arms at the same rate). Moreover, this 

model assumes a linear relationship and 

proportional response, which isnõt al-

ways the case.[4] 

/g~|~{sg« p~ª ®rk p¯®¯ªk 

The decision-making of nations and so-

cieties may not be perfect in times of 

war, due to the additional pressure of 

loss of lives and diplomatic tensions. 

However with careful economic analysis 

and different theories, appropriate ac-

tions  to mitigate the effects of war can 

take place. It was only due to Marxõs 

underconsumptionist view that Keynes 

requested for national infrastructure de-

velopment directives in the inter-war 

period, and only due to the conflict be-

tween Axis and Allies was institution 

building as a global endeavour imagined. 

It begs the question as to whether eco-

nomic analysis will be able to address 

current issues like climate change as ef-

fectively as it addressed 20th century cri-

ses.  

5z~««^ª·  

Exogenous - having an external origin or 

cause 

Externalities - impacts on third parties 

unrelated to the production of consump-

tion of goods caused by the transaction 
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