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Chair letters: 

Hello Delegates!  

My name is Cher Kol, and I am very excited to be your chair this year at ATIDMUN Conference. 

I am 18 years old and I am about to enlist in the IDF.  

I have always been very interested in history, politics and debating. My MUN journey had started 

four years ago, however this is my first time as a chair. In my first conference , TIMEMUN 2016, 

I was the delegate of Italy in the Territorial Disputes Committee. In my second conference, 

TIMEMUN 2017, I was the delegate of Benin in the Human Rights Committee. The experience 

in my second conference, has developed me as an individual and a delegate in MUN. Since then, 

I have taken part in more conferences in Atid Lod and the American International School in Even 

Yehuda (I was the delegate of Germany in the Disarmament Committee, the delegate of the UK 

in the Historical Security Council and the Senator of Missouri, Roy Blunt, in the American Senate 

Committee).  

Two of my great passions are politics and languages. I speak 5 languages (Hebrew, English, French, 

Russian and Chinese) I learn Arabic and Georgian too. I enjoy reading the news (about 12 different 

newspapers a day) and books, especially classics. I play the piano and enjoy dancing. In terms of 

sports, I work out at 5 AM three times a week. I also love travelling and exploring the world.  

I hope that you will take the best out of this conference and have a fruitful discussion in the 

committee.  

Please feel more than welcome to email me with any questions you have at ck.cherkol@gmail.com 

Looking forward to see you!  

Cher Kol 
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Hey, My name is Michael Bäcklund and I’m going to chair you in ATIDMUN Conference. 

I’m a 16 year- old boy and I have participated in 12 MUNs so far and chaired twice. I have also 

delegated in university and abroad conferences. I’m a passionate climate activist and I have no free 

time, since I started organizing protests around Israel and the world. The Israeli climate movement 

and I have succeeded to put pressure in the last election on parties and also we managed to start 

some “climate emergency” negotiations in several municipalities.  

 

Although I live in Mazkeret Batya and I study in Keshet High, but learn diplomacy in Rabin High- 

I was born and raised in Finland for 14 years of my life.  

 

I speak 3 languages Finnish, English and Hebrew and I find the Hebrew alphabet extremely 

frustrating, additionally I like to claim that I can understand Italian,Spanish and Swedish despite 

the fact that literally no one else would recognize that. 

 

I enjoy football and strategic board games and I eventually some day might enjoy working out.  

 

With that said, I am thrilled for this ATIDMUN and I hope you will have an absolute blast during 

the conference. Personally I’m looking forward to meeting all of you :) 

If anyone wants to talk about Climate Change, I’m your guy. 
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Dear Delegates, 

My name is Yair Cohen, and I am thrilled to be your chair this coming ATIDMUN 

Conference! 

My MUN experience includes 6 conferences, 4 of them at  TIMEMUN (ECOSOC, 

Territorial Disputes & Crisis) and the 5th -at  BAKUIMUN (Distinguished Delegate at 

the WHO Committee). I also chaired ECOSOC in TIMEMUN , UNEA at SHAMUN and 

ECOSOC and UNESCO at ATIDMUN 17&18. These conferences were all wonderful 

experiences, and I can assure you that I will work hard so you all have an outstanding ATIDMUN 

as well. I have been mentoring ECOSOC, Territorial Disputes, Crisis and Disarmament for two 

consecutive years.  

Besides MUN Conferences, I have been practising debate for 5 years, teaching, coaching, 

mentoring, debating Public Speaking and debating for the last 2 years. This has led me to 

“represent” Shas ( ס’’ש ) in the school elections (in which I got whooping 5 votes!). I’ve also both 

participated and judged in the Siah vaSig national Public Speaking League. 

In high school, I studied physics and computers; yet, despite this investment, I am 

currently finishing as a law student at the Hebrew University (via the academic reserve IDF 

program). I originally planned to study physics, but after looking at the courses and their syllabi, I 

concluded that my original plan was not carefully thought out, and discovered a newfound passion 

for law. Studying at the university has limited the time I get to dedicate to my hobbies, but I still 

do my best to devote to them as much time as possible. I am a sub-par guitar player (despite my 

best efforts), which I attribute to my lack of (any) musical talent. I used to play badminton 

competitively but now play casually. I read quite a lot, and reread old favourites when I need a 

break from my studies. I, of course, also enjoy wasting time on a variety of TV shows &amp; 

computer games. 

I'll be enthusiastically waiting to meet you all; and if you have any questions until 

then feel free to contact me at yaaeercoh@gmail.com      052-349-0815 

Good luck,   Yair Cohen 
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Introduction to the committee: 

The Economic and Financial Committee (ECOFIN) was established in 1945 as the Second 

Committee of the United Nations’ General Assembly (UNGA). It first convened in San Francisco 

on April 25th, 1945. All 193 Member States of the UN are members of the committee. 

The Second Committee deals with issues relating to economic growth and development such as: 

macroeconomic policy questions, financing for development, sustainable development, human 

settlements, globalization and interdependence, eradication of poverty, operational activities for 

development, agriculture development, food security and nutrition, information and 

communications technologies for development, and towards global partnerships. 

As a General Assembly Committee, the power of its resolutions stems from the international 

support that they receive; none of the resolutions are enforceable or legally binding.  

ECOFIN has helped many developing countries with financial assistance through times of crisis 

and development in order to spur growth and prosperity. Through its foreign aid programs, 

ECOFIN has set goals in lowering poverty and decreasing economic strain on countries facing 

large amounts of debt or countries that are in need of financial reconstruction.  

The goal of the committee is to create better social circumstances through economic assistance. 

As a delegate, remember that the goal above is inferable, as one could consider that loaning money 

and financial assistance could better a country, while one can argue that loaning without an end 

doesn’t benefit the world's economy and countries in debt have to be held accountable for failing 

their people.  

As a delegate, you should be focusing on using international trade, financial assistance and financial 

dependency as a tool to represent your policy.  
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Chair Introduction to the Committee: 

Welcome to AtidMUN ECOFIN committee 2019! 

We live in a world of great, grave, scary threats and circumstances: more than 8% of the people of 

the world are living under the extreme poverty line, 11% of which comes from South America. 

The global escape from the poverty rate is about 3 times lower than it actually should be - around 

42 million people die of hunger and hunger-related diseases every year in the South America 

region, more than the lives taken by AIDS, malaria, and tuberculosis combined worldwide.  

Committees like ECOFIN focus on the social policy trend growth around the world through 

economic cooperation and assistance are vital. This year’s ECOFIN committee will discuss two 

different important topics which will be: 

1. Evaluating the Impact of the International Monetary Fund (IMF) on Extreme Inequality 

in South America. 

2. Evaluating the dependence of developed economies on the developing world. 

We, the Chair team, are thrilled to announce this committee open in November and are excited to 

start chairing! 

If any questions, please do not hesitate to send us an email. 

Good luck with your research, 

Chair: Michael Bäcklund - michael.backlund449@gmail.com  

Chair: Yair Cohen - ck.cherkol@gmail.com  

Chair: Cher Kol - yaaeercoh@gmail.com  

 

 

 

 

 

mailto:michael.backlund449@gmail.com
mailto:ck.cherkol@gmail.com
mailto:yaaeercoh@gmail.com
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Topic A: Evaluating the Impact of the International 

Monetary Fund (IMF) on Extreme Inequality in 

South America 

Background: 

International Monetary Fund: 

The International Monetary Fund (IMF) is an international organization headquartered in 

Washington, D.C., consisting of 189 countries, working to foster global monetary cooperation, 

secure financial stability, facilitate international trade, promote high employment and sustainable 

economic growth, and reduce poverty around the world. The International Monetary Fund works 

alongside organizations such as the World Trade Organization and the World Bank. The IMF’s 

primary purpose is to ensure the stability of the international monetary system - the system of 

exchange rates and international payments that enables countries to transact with each other. The 

work of the IMF is of three main types:  

● Surveillance: This involves the monitoring of economic and financial developments, and 

the provision of policy advice aimed especially at crisis-prevention.  

● Financial Aid: The IMF also lends to countries with balance of payments difficulties, to 

provide temporary financing and to support policies aimed at correcting the underlying 

problems; loans to low-income countries are also aimed especially at poverty reduction.  

● Training: The IMF provides countries with technical assistance and training in their areas 

of expertise.  

 

IMF funds come from two major sources: quotas and loans. Quotas, which are pooled funds of 

member nations, generate most IMF funds. Voting power in the IMF is based on a quota system 

- the vote share is the share of the nations’ pooled funds. This means that if a country contributes 

23% of the IMF budget, its vote would account for 23% of the votes. The size of a member’s 

quota depends on its economic and financial importance in the world. Nations with larger 

economic importance have larger quotas.  



ATIDMUN 2019  ECOFIN 

8 
 

The IMF’s membership is divided along income lines: the developed countries provide the 

financial resources but rarely enter into IMF loan agreements. The developing countries use the 

lending services but contribute little to the pool of money available to lend because their quotas 

are smaller. Thus, tension is created around governance issues because these two groups have 

fundamentally different interests.  

The Economy of South America: 

The economy of South America is comprised of 420 million people living in twelve nations and 

three territories. South America has suffered from economic difficulties for decades and it has 

fallen behind the Western countries over the past two centuries, mostly due to its colonial past and 

political development.  

From the 1930s to the 1980s, South America used import substitution industrialization(ISI): an 

economic policy, used by developing countries or emerging market nations in order to decrease 

their dependence on developed countries by replacing their imports with domestic production 

which is not competitive with other countries. This policy required the countries in South America 

to loan money for domestic production, which eventually created the Latin American debt crisis. 

South America’s top exports are raw materials, capital goods and consumer goods. Its top imports 

are capital goods, consumer goods and intermediate goods. The unemployment rate in South 

America is 9%. Venezuela and Brazil have the highest unemployment rate (26% and 13%). 

Although the unemployment rate of other countries in South America is less than 10%, it is still 

very high compared to the rest of the continents in the world.  

Corruption and wasteful government spending are major problems which South America has to 

face. Every year, when Transparency International releases its Corruption Perception Index, Latin 

American countries consistently appear towards the bottom. And it’s a scourge that affects large 

proportions of the population – as many as 30% of people in some countries. Each year, 

government spending costs Latin America and the Caribbean about $220 billion (about 4.4% of 

GDP) - enough to eradicate extreme poverty in the region. According to the publication “Better 

Spending for Better Lives: How Latin America and the Caribbean Can Do More with Less”, this 

kind of budget decisions can cause a lack of trust in governments. A lack of trust implies that 

voters will prefer public policies that provide immediate benefits over investing in education and 

infrastructure, whose benefits will not be perceived until many years later.  

http://www.transparency.org/research/cpi/overview
http://www.iadb.org/dia2018spending
http://www.iadb.org/dia2018spending
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Two other major problems in South America are Economic Diversification and Commodity 

Dependence. This means that many South American countries depend on a small number of 

commodities and/or economic sectors within their country (see the following figure). 

 

Chile’s exports in 2017 (taken from the OEC) - Copper accounts for nearly half of the total exports 

of Chile. 

While a lack of economic diversification and commodity dependence are not inherently bad, it is 

impossible to deny that when times of unexpected economic circumstances arrive, these problems 

may intensify, thereby causing economic crisis that are very hard to recover from. 

Venezuela is a great example which demonstrates negative effect of both Commodity dependence 

and corruption on the economy. As one of the wealthiest countries in Latin America, Venezuela 

was a picture perfect example of a powerful and successful oil giant. However, in 2014, oil prices 

started falling drastically. In 2016, the decrease in oil prices reached over 70%. Venezuela, whose 

budget largely depend on revenue from the sale of oil, was quickly in the wake of an economic 

crisis. Maduro’s regime, much like his predecessors, is known for its corruption. Many sources 

claim that Maduro mismanaged the oil industry and contributed to internal corruption within this 

industry. In addition, some reports indicate that Maduro has been using the little money that his 

government has, to support groups that support his regime, partly by politicizing allocation 

mechanism such as food distribution. American officials reveal that “They (The Maduro regime) 

use food as a form of social control, to reward political supporters and punish opponents, all the 

while pocketing hundreds of millions of dollars through a number of fraudulent schemes”. 

While official statistical data such as GDP per capita in Venezuela were last updated in 2014, one 

cannot ignore the horrific pictures and stories that rise from the streets of Venezuela. These depict 

a broken society that struggles to eat and drink. Many Venezuelans are fleeing to countries such as 

Colombia in search of the most basic needs, crime is prospering and the people suffer. 
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Latin American Debt Crisis: 

The world economy went into recession in the 1970s and 1980s, and oil prices skyrocketed. Before 

this recession, countries in South America borrowed money in order to enhance their economic 

stability and reduce the poverty rate. During the recession, many major countries attempted to 

slow down inflation by raising the interest rates of the money they loaned1, which caused Latin 

America’s debt to increase. Between the years of 1970 to 1980, Latin America’s debt levels 

significantly increased .  

 

 

Furthermore, the contraction of the world trade caused the prices of primary resources (Latin 

America's chief exports) to fall. The debt crisis began when the international capital markets 

became aware that South America would not be able to pay back its loans. When their inability to 

pay back their debts, the loans were ceased and the flow of the resources stopped.  

This contributed to the infrastructure problems in those countries. In August 1982, Mexico’s 

Finance Minister, Jesús Silva-Herzog, declared that Mexico would no longer be able to pay its debt. 

In the wake of Mexico's declaration, most commercial banks reduced significantly or stopped new 

lending to Latin America. As much of Latin America's loans were short-term, a crisis started when 

 
1 When interest rates increase, people and firms would prefer to save their money in the bank and refrain from 

taking loans that are meant for spending money. These processes drive prices down and thus combat inflation. 
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their refinancing2 was refused. Billions of dollars of loans that previously would have been 

refinanced were due immediately. The banks had to restructure the debts to avoid financial panic. 

That usually involved new loans with very strict conditions, as well as the requirement that the 

debtor countries accept the intervention of the International Monetary Fund.  

 

The International Monetary Fund and the Latin American Debt Crisis: 

The Latin American countries were unable to pay their debts. They turned to the International 

Monetary Fund, which provided money for loans and unpaid debts. The IMF had several strategies 

to slow down and end the crisis. In return, the IMF forced the countries in South America to make 

reforms that would favor free market capitalism, further aggravating inequalities and poverty 

conditions.  

In response to the crisis and IMF suggestions, most nations in South America abandoned their 

import substitution models of economy and adopted an export-oriented industrialization strategy 

(besides some exceptions such as Chile and Costa Rica, which adopted reformist strategies). The 

IMF also forced Latin America to implement austerity plans and programs that lowered total 

spending in an effort to recover from the debt crisis. This reduction in government spending 

further deteriorated social fractures in the economy and halted industrialization efforts, since the 

 
2 A refinance occurs when an individual or business revises the interest rate, payment schedule, and terms of a 
previous credit agreement. Debtors will often choose to refinance a loan agreement when the interest rate 
environment has substantially changed, causing potential savings on debt payments from a new agreement. 
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governments reduced expenses on public services which were provided before the austerity plan 

were implemented. Latin America’s growth rate fell dramatically due to the government austerity 

plans that restricted further spending. Living standards also fell alongside the growth rate.  

 

This caused intense anger from the people towards the IMF’s plans and policies regarding South 

America. The dramatic and immediate outcome of the IMF’s plans caused anger towards 

government leaders too, since some of them defended the IMF. In the late 1980s, Brazilian officials 

planned a debt negotiation meeting where they decided to "never again sign agreements with the 

IMF".  

The outcome of IMF intervention caused greater dependence on the developed world capital 

flows, as well as increased exposure to international volatility. The application of the IMF’s new 

reforms entailed high social costs in terms of rising unemployment and underemployment, falling 

real wages and incomes, and increased poverty. 

The IMF has drawn vocal criticism over the years. In his 2002 book, Globalization and Its Discontents, 

Nobel Prize–winning economist Joseph Stiglitz denounced the fund as a primary culprit in the 

failed development policies implemented in some of the world’s poorest countries. He argues that 

many of the economic reforms the IMF required as conditions for its lending—fiscal austerity, 

high interest rates, trade liberalization, privatization, and open capital markets—have often been 
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counterproductive for target economies and devastating for local populations. Stiglitz also argued 

that the IMF's plans were secretly drafted without transparency.  

Furthermore, some may argue that the IMF's initial policies were based in theory and influenced 

by differing opinions and departmental rivalries. Critics suggest that its intentions to implement 

these policies in countries with widely varying economic circumstances were misinformed and 

lacked economic rationale. 

On the other hand, there are economists and other officials who support the IMF. For example, 

some characterize the fund’s performance in the Asian financial crisis of 1997–98 as a success. 

Others point to the fund’s role in Brazil in 2002 as positive: an early recovery there after 

intervention allowed IMF loans to be repaid ahead of schedule. The IMF is routinely identified 

with economic hardship and political ferment because it is only in times of crisis that its services 

are sought. It is often the only organization equipped for such interventions, and evaluating the 

fund’s success over the past seventy-plus years is a difficult task. As Harvard economist Benjamin 

M. Friedman has argued, “We cannot reliably know whether the consequences of the IMF’s 

policies were worse than whatever the alternative would have been.”  

Current Situation: 

The debt crisis of South America caused the per capita income to drop and also increased poverty 

as the gap between the wealthy and poor increased dramatically. Frantically trying to solve these 

problems, debtor countries (countries of South America) feel pressured to constantly pay back the 

money that they owe, which makes it hard to rebuild an economy already in ruins.  

Another major reason why South America fails to reduce inequality is the precarious tax system. 

The tax systems in South America do not allow the redistribution of wealth in society. Even the 

progressive governments that have governed several Latin American countries in recent years, did 

not achieve substantial tax reforms. In fact, those with higher incomes have paid comparatively 

less tax than those with lower incomes. Improvements in the distribution of wealth did not come 

thanks to progress in tax systems. The redistribution was mainly due to subsidies financed by other 

types of income, such as mining and the export of raw materials. According to World Bank data, 

Latin American countries have the lowest tax burden.  

In 2017, the economy of a few countries in South America has started to recover for the first time 

since 2014, however overall growth predictions for the region were lowered from 1.4% to 0.6%. 

The main contributor to economic growth is private consumption. Inflation rates were observed 
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to be in a downward trend in most of the major economies. The reasons are prior exchange rate 

appreciations and food price deflation.  

● In Chile, growth is projected to remain robust at 3.2 percent in 2019 and 3.4 percent in 

2020, helped by an expansionary monetary policy stance and the announced acceleration 

of investment projects. However, the balance of risks remains tilted to the downside, 

especially in light of the recent weak data on economic activity and export performance.  

● In Colombia, the recovery is projected to continue in 2019 despite external headwinds. 

Accommodative monetary policy, election-year spending by subnational governments, 

migration from Venezuela, continued implementation of 4G infrastructure projects and a 

positive impact of recent tax reforms on investment will support domestic demand and lift 

growth to around 3.5 percent in 2019-20. 

In Venezuela and Argentina, the economic growth has not improved. 

● In Venezuela, the economic and humanitarian crisis continues to worsen. GDP is 

projected to fall by 35 percent in 2019, bringing the estimated decline since 2013 to over 

60 percent. Hyperinflation is also projected to continue. 

● Argentina, which experienced recession in 2018, is expected to see drops in its GDP. 

Inflation is expected to continue to fall. However, with inflation proving to be more 

persistent, real interest rates will need to remain higher for longer, resulting in a downward 

to GDP.  

Additionally, many countries are simply not improving that much: 

● In Brazil, growth is expected to stay subdued at 0.8 percent in 2019, assuming a robust 

pension reform is approved, and monetary policy remains accommodative. While Brazil 

does show positive signs of a vast economic reform under the regime of Jair Bolsonaro, 

their success is still questionable. 

● In Mexico, AMLO’s regime harms the Mexican economy. The harm can be seen in 

Mexican growth which dropped from nearly 3% in 2016 to 0% in the second quarter of 

2019, with an expected overall 0.5% growth prediction in 2019. Some sources believe that 

the cause for the decrease is that AMLO is unwilling to promote capitalist reforms, 

transparency and anti-corruption measures. 
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Latin American countries whose gdp per person has grown are commodity exporters (applies to 

Peru, Chile and Uruguay, Costa Rica, the Dominican Republic and Panama). Although Mexico has 

gained export shares, income has stagnated largely because the rest of its economy is so inefficient.  

Researchers at the McKinsey Global Institute look at Latin America’s identify two issues. The first 

is a shortage of medium sized firms. Latin America has only about half as many companies with 

sales of $10m to $500m a year as a comparator group of ten emerging economies elsewhere. The 

Latin American ones tend to make higher profits—a sign that they face less competition. The 

second issue is a lack of well paid jobs (missing middle class consumers with sufficient income to 

maintain robust domestic demand). Lack of consumer demand deters firms from investing. 

Corruption in South America is skyrocketing and government spending is not being supervised. 

Beyond policies to support a cyclical recovery, structural reforms remain an imperative and need 

to be accelerated to boost potential growth. Such reforms should include opening the economies 

further to trade and foreign direct investment, an easing of regulations in product and labor 

markets, enhancing competition, and improving the quality of human and physical capital.  

Despite the slight recovery, economic activity in Latin America and the Caribbean is still sluggish 

and South America remains the most unequal continent in the world. 

Conclusion:  

At this point of time, a few decades after the IMF was involved in the economic policy in South 

America, the continent is overall facing economic struggles, with the lowest growth prediction (as 

a continent), corruption and low diversification rates. 

At this point of time, the committee must decide: 

● Should the IMF be blamed for the economic state of South America? 

○ If so, Should South America be compensated? How? Should the IMF be reformed? 

How? 

○ If not, What caused the problematic economic situation in South America 

(corruption, diversification, etc.)? How should it be dealt? 

● Should this issue be addressed using UN resources? Why and How? 

● What is the extent of foreign aid needed to improve the economies of Latin America? Who 

should be responsible to grant it? 
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● What is the extent of foreign intervention that is both reasonable and effective? To what 

extent can South America be trusted to work independently? What type of foreign 

intervention should be adopted? 

Guiding Questions: 

● Is my country developing or developed? 

● Did the IMF aid my country? How was it affected? 

● Is my country capitalist or socialist? 

● Does my country give foreign aid or use foreign aid? 

● Does the situation in South America affect my country? How? 

Suggested Reading: 

• Debt Crisis of the 1980s 

• A Stalling Recovery in South America 
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Topic B: Reducing the Dependence of Developing 
Economies on the Developed World 

Background on the Issue: 

Defining developing and developed economies: 

There is no agreed definition of a developing economy, therefore there is no definitive method of 

deciding which economies are developing and which are developed. As a result of this, when 

considering how to classify an economy, numerous metrics are used. For the sake of brevity, only 

3 metrics will be discussed. 

The first and primary factor in distinguishing developing countries is Gross Domestic Product 

(GDP) per capita. This factor measures the value of economic activity within a country within a 

given period (usually a year). Meaning that the higher the GDP is, the more wealth a country 

creates. For the sake of this metric, the total GDP of the country is divided by the number of 

individuals living in the country, in order to broadly ascertain the average wealth creation. There 

is disagreement on what GDP (Purchasing Power Parity) per capita is the cutoff for a developed 

country, the agreed range is between $12,000 - $25,000. There is wide agreement that if a country 

falls outside this range it can clearly be identified as either developing or developed. 

The second and secondary factor in distinguishing developing countries is Human Development 

Index (HDI). This factor was created by the UN to assess the economic and social development 

of a country. Three factors determine a country's HDI score. The first is the GDP (PPP) per 

capita, which was already discussed above. The second is the current life expectancy at birth. The 

third is education, determined by the average years of schooling of adults and expected years of 

schooling of children. The HDI score is between 0-1, and while there is no minimum requirement 

of HDI in order to be considered "developed", most developing countries have a score higher 

than 0.8. 

The third factor in distinguishing developing countries is commodity dependence. To clarify, a 

commodity is a raw resource or primary agricultural good. For a country to be classified as 
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commodity-dependent over 60% of the merchandise it exports needs to be commodity-based. If 

a country is commodity-dependent it is not necessarily a developing country. Australia, New 

Zealand, and Norway are all commodity-dependent but are considered developed countries, but 

there is a correlation between the classification of a country as commodity-dependent and its status 

as a developing country. This correlation is due to the vulnerability of the country's economy to 

fluctuations in the global market, low invest in human capital and lack of diversification. This 

factor is one of the reasons why Qatar, despite meeting both the GDP and HDI threshold, is not 

classified as a developed country. 

Note on developing economies: This is a very wide definition, creating a blanket solution for the 

entire developing world does not make practical sense. When drafting resolutions make sure to 

either focus on one type of developing countries or address each type separately within the 

resolution. 

What is dependence in this context? 

Dependence, in this case, are situations in which developing economies are either directly or 

indirectly reliant on developed economies. While every economy is reliant on its partners in order 

to succeed, the dependency here is much more significant. This can either be because of the special 

nature of the dependence or the extent of it. There are a plethora of ways developing economies 

depend on developed economies in this context. Our committee has a wide mandate, and all 

reductions of dependency as defined earlier are relevant to our committee. Considering the range 

of our topic, only some forms of dependency will be directly addressed in this summary guide, but 

that does not mean other forms of dependency (such as technological dependency) are irrelevant 

or shouldn't be discussed. The forms of dependency the summary will go over are currency 

pegging, commodity dependence, and foreign aid dependency. 
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Currency Pegging: 

Currency pegging, or a fixed exchange rate, is a state policy which anchors the value of its domestic 

currency against a different currency at a fixed rate. This is different from a floating exchange rate, 

which is determined by the normal supply and demand of the market, leading to a changing 

exchange rate between the domestic currency and the other currency.  

How is this done? 

Initially, the exchange rate is decided by the central bank or legislature. When there is a change in 

the value of either the anchor currency or the pegged currency, the central bank will change the 

relative value of the currencies through the forex (foreign exchange) reserves of the anchor 

currency. If the value of the pegged currency goes down or the value of the anchor currency goes 

up, the central bank will sell its foreign currency reserves to purchase the pegged currency. Through 

this action the demand for the pegged currency goes up, meaning its value goes up as well, and the 

exchange rate remains constant. The opposite happens when the value of the pegged currency 

goes up or the value of the anchor currency goes down. In this case, the central bank will purchase 

the anchor currency to change the currencies' relative value. 

 

What are the benefits of currency pegging?  

Firstly, currency pegging provides predictability. This is essential for companies which deal with 

international goods or bodies, and is especially true in developing countries which are prone to 

volatility. Secondly, pegging, especially for emerging economies, tends to keep the costs of 

domestically produced products artificially low (because developing countries grow faster than 

developed countries). This results in the country being able to sell products for comparatively less 

value, which makes the country's economy more competitive in the international market. An 

example of this is China. They have been accused of manipulating their currency, meaning that 

they didn’t let the value of the Yuan rise, leading to their products being much cheaper than they 
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would have been otherwise, thereby severely harming firms and workers in many countries, 

whether developing or developed. Lastly, the country enjoys having a stable, disciplined and 

credible monetary policy by de-facto adopting the monetary policy of the anchor currency. 

 

What are the disadvantages of currency pegging?  

The practice requires the central bank to hold massive reserves of foreign currency in order to 

manage the fluctuation of value compared to the anchor currency. This can lead to massive 

economic damage in the event that the country of the foreign currency has an economic crash, 

leading to devaluation of the foreign currency held by the pegging country. Additionally, this 

creates lower monetary independence, since their monetary policy is de facto decided by a different 

country. A good example of this would be Greece. Greece joined the Eurozone, meaning that it 

no longer had a currency of its own, gone were the Drachmas and in came the Euros. As explained 

earlier, this initially seemed like a good idea for the Greek economy. They would no longer have 

sole control of their currency, since it was shared between several countries. This allowed for 

longer term planning and more stability. The issue began with the economic crisis. Monetary policy 

majorly shifts during economic depressions, unemployment goes up and the natural response is to 

print more money to offset the costs and ease the debt. The issue is that because the Euro is a 

shared currency Greece can't make this decision by itself. Greece with its 25% unemployment and 

Germany with its 5% unemployment needed very different monetary policy, and Germany being 

the much stronger and influential country got the final word. This led an extremely slow economic 

recovery for Greece and disdain for the Eurozone. 

*Note: what is monetary policy anyway? Each country has a fiscal policy and monetary policy. 

Fiscal policy deals with the budget, both spending it and collecting taxes in order to fund it. 

Monetary policy deals with the nation's money supply, which the central bank (monetary authority) 

influences through interest rates and inflation.  
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Commodity Dependent Countries: 

As explained earlier, a country is considered commodity-dependent if over 60% of its exports are 

commodities. Notice that the developed world is usually the main consumer of these resources, 

and therefore commodity-dependent countries tend to be dependent on the developed world as 

well. Three problems with commodity dependence were mentioned earlier: vulnerability to 

fluctuations, low invest in human capital and lack of diversification. Each one of these issues will 

now be further examined. 

Vulnerability to Fluctuations: 

This section can be summed up as "Don't put all of your eggs into one basket". Commodity 

dependent countries rely on their commodity in order to succeed. If there is a sudden change, 

whether external or internal, it can lead to massive economic damage. This economic damage is 

especially harmful, considering that developing countries don't have a strong economic basis, 

leading to potential famine or deprivation of basic necessities.  

Low Investment in Human Capital: 

A commodity-driven economy is not dependent on human capital in order to succeed, therefore 

countries which secure their budget through commodities have less incentive to invest in human 

capital. Additionally, when the economy is not dependent on the citizens, the roadblocks for 

corruption and bureaucratic abuse are lessened. This leads to less investment in infrastructure, 

healthcare and education. (See: the "Resource Curse"). 

Lack of Diversification: 

According to a 2017 UNCTAD and FAO report, commodity-dependent developing countries 

(CDDC) are set to lag behind other countries in economic development. Their commodity 

dependence was acceptable during the commodity boom of the 2000's, but as commodity prices 
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stagnated, so has the countries' economies. The report stresses the need for CDDCs to pursue 

structural transformation to improve their social and economic prospects, reduce poverty, realize 

food security and achieve the SDGs (Sustainable Development Goals, as decided by the 

international community in 2015). 

Foreign Aid Dependency: 

Foreign aid is the transfer of capital, services or goods from one international body to another. 

These bodies aren't necessarily states, many international organizations and non-governmental 

organizations also receive aid. The relevant foreign aid can be divided into two types, military and 

economic. Military aid includes funding for counterterrorism and counternarcotics initiatives, 

conflict mitigation, and security sector reform. Economic aid can be divided into several types. 

The first is investment in people, through funding of social services, including health and 

education. The second is economic growth, through supporting trade and investment, 

infrastructure, agriculture, and the environment. The third is governmental, through promoting 

good governance, human rights, and civil society. 

 

Potential disadvantages of foreign aid: 

There are many theories on the negative effects of foreign aid to a developing country, this guide 

will focus on one economic theory and one political theory. The economic theory is "Dependency 

Syndrome", which claims that aid for a specific resource creates a persistent reliance on it. For 

example, imagine a situation in which a state suffering a famine is given food to sustain itself. Over 

time the farmers don't grow food, because they can't compete with free produce, and don't train 

the next generation of farmers. This leaves the state without its own food supply, leaving it 

perpetually dependent on the aid. The political theory concludes that the incentives of the 

government receiving aid become skewed. When states raise a substantial proportion of their 

revenues from the international community they are less accountable to their citizens and under 
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less pressure to maintain popular legitimacy. They are therefore less likely to have the incentives 

to cultivate and invest in effective public institutions. Opposite to that, the state is now dependent 

on the donor. This gives the donor leverage to impose policies on states which are either 

detrimental to it or aren't in line with its interests. All of the previous analysis are potential 

disadvantages to foreign aid. It does not mean that the damages are inherit or unpreventable. In 

fact, people and country centered development assistance programs, such as the Millennium 

Challenge Corporation (MCC) and Africa Development Foundation (ADF), have stimulated local 

economies and managed to reduced aid dependence.  

Current Situation:  

Free Trade Agreements: 

Developing countries are well aware of their dependence on developed countries, and have been 

working to reduce this. The dominant methods utilized are the creation of free trade agreements 

and diversifying or improving the domestic economy. A free trade agreement is a multilateral 

agreement between countries to create a free trade area. The agreements determine the tariffs that 

countries will impose on imports and exports, with the ultimate goal of reducing or eliminating 

trade barriers. These agreements encourage trade specifically between countries within a specific 

region, thus creating less dependence on the faraway developed economies. The most famous 

example of these regional agreements is the ASEAN Free Trade Area (AFTA), which is one of 

the largest and most important free trade area in the world. Other major free trade agreements 

include (by the order of their creation): Common Market for Eastern and Southern Africa 

(COMESA), Greater Arab Free Trade Area (GAFTA), The Pacific Alliance and African 

Continental Free Trade Area (AfCFTA). These free trade agreements are largely seen as extremely 

beneficial economically, but they are not without their flaws. There are numerous immediate 

concerns, such as loss in trade tariff revenue, local SME’s (small or medium enterprise) vanishing 

in front of stronger competition, adjusting unemployment, required investment in infrastructure 
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and political and regulatory reforms. There are also long term issues, such as a higher risk of brain 

drain or abuses of specific clauses in the agreement by individuals such as medical tourism. All of 

these are potential issues for our committee to address. 

Free Trade Agreements are a great tool to foster more trade regionally, thereby eliminating some 

of the current dependence on developed countries, how should these agreements be managed, and 

by who, to ensure that they are fully fulfilled? 

Currency pegging: 

About a fourth of the countries have their currency pegged to a different currency. The entirety of 

these countries being developing countries, and entirely pegging them to the developed world. 

This is a clear case of dependency on developed countries. Should the practice of currency pegging 

be either encouraged or regulated? How? 

Commodity Dependent Countries: 

Venezuela used to be the most prosperous country in Latin America. This changed when the price 

of petroleum crashed, leaving Venezuela's economy in shambles and its citizens in disarray. This 

kind of process can happen to any commodity-dependent country. The market can change, a strain 

of disease can wipe out a crop or resources can run out. How should commodity dependent 

countries mitigate this damage and what role does ECOFIN have? 
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Foreign Aid Dependency: 

Sub-Saharan Africa receives a historically unprecedented volume of aid, 

despite this the economic growth of the region seems minuscule 

compared to the aid given. Sub-Saharan countries are the largest 

recipients of foreign aid, which happens to be where the world’s lowest-

ranked countries in many areas of governance are, especially in terms of 

corruption, according to Transparency International. Could foreign aid 

contribute to this slow economic growth and corruption, which 

ultimately contributes to reliance on developing economies? If so, how 

can it be solved? 

 

Questions to Consider: 

1. Is my country a developing or developed country? 

2. Who are my country's major trading partners? 

3. What are my country's main exports and imports? 

4. Is my country a part of a Free Trade Agreement (FTA)? 

5. Does my country peg its currency? 

6. Is there an anti-West sentiment in my country? 

7. Which countries could be my allies in this process? 

8. Does my country receive or give foreign aid? 
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Suggested Reading: 

• https://www.investopedia.com/updates/top-developing-countries/ - This is a good tool to 

determine how to classify your country. 

• https://www.weforum.org/agenda/2019/05/why-commodity-dependence-is-bad-news-for-

all-of-us/ 

• https://www.managementstudyguide.com/advantages-and-disadvantages-of-currency-

pegs.htm 

• https://www.twigh.org/twigh-blog-archives/2015/7/31/aid-dependency-the-damage-of-

donation 

• Note: Steer clear of Dependency theory (otherwise known as "World System Theory", "Neo 

Marxist Theory" or "Historical Structure Theory"). Similarly, disregard the theory of 

"Regulatory Capture". While researching these theories might pop up. These theories are 

interesting and worthy of discussion, but they are likely to lead the committee to an unfruitful 

debate. 
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