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This thirty-first issue of The TSEconomist magazine is the first issue of the new editorial
board for the 2022-2023 academic year. As the new board, we learned how hard it is to
create the issue of a magazine with such fine quality. Nonetheless, we can guarantee that
we spent the best of our efforts to maintain the content quality of The TSEconomist,
which is the legacy of many preceding boards.
This issue is dedicated to Russia’s unprovoked and unjustified invasion of Ukraine, which
started on February 24 and marked its 6th month on the national Independence Day
of Ukraine. Ukraine’s brave resistance against the military superpower encouraged not
only the small and militarily inferior nations but every one of us to stand up against
bullies and demand the respect we deserve. Henceforth, as the editorial team of The
TSEconomist, we felt the urge of investigating many aspects of Russia’s war in Ukraine,
interviewing the experts and victims and attracting writers on this issue.
The issue starts with the special interview from Dr. Elena Besedina at the Kyiv School
of Economics, in which she describes the horrible experience of Ukrainian people from
an academician's perspective. The academic section continues with Professor Oleg
Itskhoki’s insights on the sanctions against Russia. Professor Itskhoki’s notes refine
our understanding of what to expect from the sanctions. The issue continues with the
spotlight articles which investigate the military aspect of Russia’s war in Ukraine and
discuss the morality of the Russian central bank.
Lastly, our team thanks Peter Kamal for his valuable article in this issue and for the
curation of the “Food and Drinks in Toulouse” section.
We wish you a good read.

Fikrat Valehli
Editor-in-Chief
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Interview with Elena Besedina
by Simon Upton

Elena Besedina is an Assistant Professor and Senior
Researcher at Kyiv School of Economics. Elena Besedina is
an Editor of the Baltic Journal of Economics and a member of the editorial board of the Trade+ Research Center
at KSE. She also serves occasionally as a short-term consultant for the World Bank.
Could you talk about your experience of being an academic,
an economist, during this war and how students and academic
staff at KSE have responded to this crisis?
The war started while we were in the middle of the academic
year. KSE Master’s programs in economics have mini-terms
that last 8 weeks and Thursday was supposed to be the last day
of classes for mini-term three and next week students were
supposed to have exams. All courses/classes were put on hold
on February 24 and it was not clear at the moment whether we
would be able to restart the courses. I think many of us were in
shock and disbelief that one country could so brutally attack
another country for no reason in the XXI century. We saw that
our cities (Kyiv was bombed at 4.30 a.m.) were bombed and the
enemy was trying to assault Kyiv, as it happened in 1941 (Kyiv
was bombed at 4 a.m. on June 22 1941 by Germans and was later
assaulted by them).

On the second day of the war, KSE’s Charitable Foundation
launched an international humanitarian aid campaign. Since
the beginning of the war, the KSE Foundation raised more than
$33,000,000 that were used to purchase medical supplies and
protective equipment for soldiers and to assist civilians affected
by the war. Many students and faculty contributed to the fund
but also are volunteering for other initiatives. The school also
kept track of all our current students and faculty and helped
with evacuation from Kyiv and occupied areas near Kyiv in
early March. Some faculty with young children moved abroad
but many are staying in Ukraine. The classes resumed in April
in an online format and give students and faculty more flexibility in terms of schedule and forms. Usually, we have Master
thesis defenses in mid-June for one of the programs but this year
students will defend in early September and some in December.
Has this experience changed your view of your work as an economist or the role of academic economics within society?
Not really, Kyiv School of Economics has played important role
in Ukraine’s reforms and structural changes and continues to
cooperate with the government during the war on a pro-bono
basis. In particular, KSE documents the damage to Ukraine’s
infrastructure and private property inflicted by the aggressor
(https://damaged.in.ua/ in Ukrainian only) as a part of the joint
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efforts of civil society and government. Currently, KSE students
are also involved in war-related research workshops held by our
faculty. Also, the school will launch a summer school on urban
planning “Building back a better Ukraine” taught by leading
experts from Western universities.
What is the current outlook for economists and researchers
working in Ukraine?
The international academic community offered to host
Ukrainian scholars in the EU and other western countries.
However, there are very few (if any) initiatives to support
Ukrainian scholars staying in Ukraine. We want to preserve
our school in Ukraine which is why my colleagues (including
myself) want to stay in Ukraine and rejected offers to reallocate
to universities abroad. The next academic year will be difficult
for several reasons. First, some Ukrainian universities were
heavily damaged by the shelling (e.g. Kharkiv, Mykolaiv, and
universities from the occupied East). Kyiv School of Economics
was lucky not to have our building damaged though there were
clashes with the enemy just outside of school on February 26.
The second reason is uncertain admission volumes of new students, the number of returning students and reduced funding
from the state/donors which results in a lower level of income
for the universities and, respectively, academic salaries. Third,
though we aim at having at least some classes offline whether
this will be feasible or not given the shelling threats remains
uncertain. Fourth, reduced to zero opportunities for research
funding within Ukraine, difficulties in attending conferences or
workshops. Not to mention overall uncertainty of how the war
will further develop.

“How can the international
academic community help?
Joint research projects, open
access to academic journals
and data, and more funding
opportunities to support research and scholars staying in
Ukraine. here are very (if any)
initatives to sypport Ukrainian
scholars staying in Ukraine”
How can the international academic community help? Joint research projects, open access to academic journals and data, and
more funding opportunities to support research and scholars
staying in Ukraine.
As a result of the war, we have seen huge levels of migration and
unparalleled destruction of capital. What do you expect to be
the main socioeconomic implications of the war in Ukraine in
the short- and medium-term?
Ukraine already feels the damage, our GDP is declining, as all
sectors of the economy are negatively affected by the war and

people are losing jobs. And without international financial assistance, it is impossible to survive in the short run. Ukraine has
already asked for a delay in payments on Eurobonds, which were
due in September. The enemy continues to destroy our physical
infrastructure further and the final toll will be shocking. The
damage caused to the infrastructure of the city of Bucha alone
is estimated at around $191.3 million. And there are many small
and large Buchas in Ukraine. Moreover, russia (lower-case r on
Elena Besedina’s demands) intentionally damages or completely
destroys agriculture facilities, burns and shells fields and farms,
kills animals. This means that the living standards of people
will further deteriorate in the short and medium term.
When it comes to the migration, it will be felt in the medium
term even though many people have already returned. But

“Russia intentionally damages
or completely destroys agriculture facilities, burns and shells
fields and farms, kills animals”
many might stay, especially, if the war will continue for many
months. Ukraine faces a heavy demographic crisis in the future,
as many young (women and kids) have fled Ukraine leaving
middle age and elderly behind in Ukraine. Also, Ukraine loses
the educated, motivated patriots in combat, which means that
not only physical capital is destroyed but human capital is also
affected. This is different from russia whose army is composed
primarily of soldiers from the poor and depressed regions with
no or little education.
.What do you believe are the key needs of Ukraine looking to
the short- and medium-term horizons?
The key need for today is arming. It is crucial for Ukraine to
kick out the enemy and stop the war as soon as possible. We
cannot stop fighting, our enemy can and this will stop the war,
if we stop, there will be no Ukraine and Ukrainians anymore.
That is why there are so many pleas from the leadership and
ordinary people to provide better and more arms.
When the war is over, Ukraine will need help in rebuilding the
country, making it a better place so the majority of migrants
come back home. We will need foreign investments, urban
planning advisors, and new technologies to make Ukraine a
modernized country.
In what way can the international community, both public and
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private, support Ukraine‘s economic recovery?
First of all, please, do not get ‘weary and tired’ of the war. I know
there are many problems that people face because of this war
(higher prices for food and energy) but our country and our
people lose much more every day.

“please, do not
get ‘weary and
tired’ of the war”
In general, any help is highly appreciated, and several countries
have committed to rebuilding specific towns or institutions.
There are also ways to help financially, there is the government
initiative u24.gov.ua, where money can be donated for different
purposes, there are private Ukrainian foundations dedicated to
military assistance (e.g. www.comebackalive.in.ua/uk/donate)
and humanitarian assistance (e.g. https://kse.ua/we-save-lives/,
https://tvoya-opora.org/pruhustok-vse-byde-dobre and many
others). There is a great initiative World Central Kitchen which
feeds war refugees and people in Ukraine in war-affected areas
(https://wck.org/). And definitely, when the war is over, the expertise of relevant specialists (like engineers or mine cleaners)
will be much needed.

Support Ukraine - how you can
help
In case you are looking for a way to support the
citizens in Ukraine you may consider a donation to
Unicef. The donations are primarily used to support children in Ukraine, to provide access to water,
medicine and education.
You can access their website using the following link:
https://www.unicef.fr/article/l-aide-humanitaire-durgence-de-l-unicef-pour-les-enfants-d-ukraine
UNHCR, the refugee agency from the United
Nations, is also collecting donations to support
Ukrainian citizens. UNHCR is helping Ukraine and
its neighboring countries to provide support for refugees. The staff of UNHCR is stationed at the borders
to Ukraine and provides lifesaving aid.
You may also donate through Kyiv School of
Economics’s fundraising campaign
You can access the websites using the following links:
https://donate.unhcr.org/be/en-be/
ukraine-emergency
https://kse.ua/we-save-lives/
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Oleg Itskhoki on the
sanctions against
Russia
by Fikrat Valehli

Many western countries use Russia’s energy exports as a tool
to squeeze the Russian capacity to conduct a war in Ukraine.
However, as Prof. Harrison at the University of Warwick
points out, Russia’s determined actions on cutting energy
exports to some countries such as Finland, Bulgaria, and
Poland create confusion about the usage of energy export
squeeze as a weapon (Financial Times, 2022). Considering
the dependence of both Russia and European countries on
energy exports, who has the upper hand in using energy export squeeze as a weapon?
Both Europe and Russia currently use the energy market as an
economic weapon. However, for Europe, reducing its reliance
on carbon in general and in particular on sourcing key inputs
from Russia is a long-term strategic objective. In contrast, for
Russia, this is a permanent loss of its primary customer for its
primary commodities, that is shooting itself in the foot. Europe
must call Putin’s bluff and rid itself entirely of the dependence
on Russian energy and, at the very least, form a cartel of customers and impose a very tight cap on the purchase price.
President Biden in his February 24 speech made it clear that
the imposed sanctions are expected to have a long-run effect,
rather than short-term deterrence (In Full: President Biden
Announces New Sanctions on Russia, 2022). If it is not about

deterrence, what is the objective of sanctions?
Sanctions have objectives at three different levels. First, full
sanctions had the capacity to trigger a full-scale economic and
financial crisis in Russia in the first weeks of the war in March.
This was not possible, however, without a decisive move by
Europe to stop paying for Russian energy. With record high energy exports, Russia enjoyed large current account and budget
surpluses, which made it possible to avoid an immediate fullscale financial crisis. Europe paid Russia 0.5 billion euros a day,
which more than covered all Russian military and economic
expenses over the first months of the war. Sergei Guriev and I in
an op-ed called for a decisive energy embargo in March arguing
that the associated economic costs would be considerably lower
than those from a prolonged full-scale war in Europe.
Second, sanctions limit the capacity of Russian economy to
produce weapons and mobilize resources for a protracted war
campaign that lasts multiple months or years. This objective is
indeed being achieved now with current levels of military expenses proving to be unsustainable for Russia over the coming
months. Unfortunately, it does take a long time for these effects
to fully kick in.
Lastly, sanctions lead to budgetary deficits forcing Russian
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political leadership to face difficult choices between financing
the war and the economy. Until recently, record-high export
revenues shielded Russian political leadership from making

“Europe must call
Putin’s bluff and
rid itself entirely
of the dependence
on Russian
energy [...]”
such difficult choices. However, July data reveals growing budgetary problems that will persist in the coming months.
Ultimately, the role of sanctions along with military support is
to allow Ukraine to negotiate a peace treaty on acceptable terms
by eroding Russia’s bargaining power and ability to win the war
of attrition.
There is common rhetoric that western countries are indirectly financing Russia’s war in Ukraine by paying for
Russian energy exports. In terms of military financing, does
the foreign currency influx from western countries finance
Russia’s military operations? Or the role of capital flight from
Russia and decreasing exports to Russia are more substantial
for Russia’s financial and industrial capacity to wage a war?
There is no doubt that Europe has paid the bill of this war, as
I emphasized above. Every marginal euro received by Russia
from its exports was being used to finance the war in Europe
against European core values, with Ukraine at the frontline of
this war. As an example, the Russian army recruits soldiers paying them 3-4 thousand euros a month which is about ten times
the going market salary in the regions where these soldiers are
recruited. And this is uniquely possible due to the windfall of
export revenues since the start of the war. Of course, sanctions
on Russian imports are important in limiting the ability to purchase foreign goods, inputs and technologies, but not limiting
exports leaves the Russian government with an abundance of
foreign currency to finance the war.

sanctioned entity. Freezing reserves was a potent component of
sanctions that had the capacity to trigger a full-scale financial
crisis if combined with an export ban. However, without reducing Russian exports, Russia enjoyed a double surplus - of its
current account and budget - which made the Russian economy
resilient in the short term. Appreciation of the ruble is a restatement of this fact as it merely reflects the flooding of the Russian
economy with foreign currency as a result of record-high export
revenues.
In your article with Dmitry Mukhin, titled “Sanctions and
the exchange rate”, you argue that the import-oriented characteristics of sanctions (the main target is cutting exports
to Russia) and government-imposed capital controls have
played a more significant role than the applied monetary policy tools such as the hike in the policy rate in stopping the
devaluation of the Russian ruble. Why do you think this is the
case, and does it mean that if/when the energy sanctions kick
in Russian ruble will experience depreciation?
Our analysis indeed suggests that home interest rate hikes have
limited capacity to stop capital flight, even if they temporarily
delay currency depreciation. Such measures are more useful to
diffuse the bank run on home currency deposits than to limit
capital outflows. Therefore, to fight capital flight, the Russian
central bank imposes a whole array of financial repressions
along with the rate hike. In particular, exporters were forced to
sell 80% of their foreign currency revenues to the central bank,
households could not withdraw from their foreign currency
bank account and send money abroad, and were taxed when
exchanging rubles for currency inside Russia. This curbed ruble
depreciation early on. Dramatic surpluses of foreign currency
from exports resulted in a steep ruble appreciation and allowed
the central bank to roll back most of these financial repressions.
Going forward, however, we expect some recovery in Russian

“Until recently,
record-high export
revenues shielded
Russian political
leadership from
making [...] difficult choices.”

Some claim that so far, the imposed financial sanctions,
including a freeze on Russia’s Central Bank assets and the
partial ban from SWIFT, which was once characterized as a
“financial nuclear weapon” (Deliso, 2022b), have proven ineffective because of the value of Russian ruble which stands at
the pre-war level. What are the causes of this puzzling trend
in the value of the ruble, and does it mean that the sanctions
have not been ineffective?

imports (which collapsed in the first months of sanctions) and
a gradual decline in Russian export revenues due to mounting
sanctions, which should lead to a ruble depreciation.

As long as Europe is buying Russian energy, Russia cannot be
banned from SWIFT - and in particular, Gazprombank is not a

Considering that western countries are expected to significantly reduce their energy dependence on Russia, why do we
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see that the export orientation of future sanctions against
Russia is not already priced into the value of the Russian ruble? Does not it mean that capital controls are the only major
reason behind the ruble’s high value?
In par Foreign investors no longer have the tools to take bets
against the long-term prospects of Russian assets or Russian
currency, and the ruble is not an investment currency. The value
of the ruble is determined on the Moscow exchange and it is
primarily shaped by the inflow of currency from exports and
the outflow of currency as a result of capital flight. Financial
repression limits the extent of capital flight, which nonetheless
is very large. Export revenues, however, are even larger, and this
is the primary reason for the strong ruble. The strength of the
ruble is, however, not an indication of the long-run prospects of
the economy; if anything it is a nuisance for the Russian finance
ministry that has ruble liabilities paid for from foreign-currency
export revenues.
References
Hume, N. (2022, April 27). ‘Divide and rule’: Russia’s rationale for
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Ukrainian resistance and
Russia's failure rock our priors
Military analysis of the war in Ukraine

Fikrat Valehli

It ain’t what you don’t know that gets you into trouble.
It’s what you know for sure just ain’t so.
				Mark Twain

O

n February 24th, 2022, Russia started what it called a “special military
operation”, which was a full-scale invasion
of Ukraine. After massive military buildup on the border, Russian forces attacked
Ukraine from the northern, eastern, and
southern fronts. The expectations of the
outcome were grim—the chairman of the
Joint Chiefs of Staff General Mark Milley
indicated that Kyiv may fall within 72

hours if Russia launched a full-scale attack. The US had even offered President
Zelenskyy to evacuate the country on the
second day of the war due to the anticipated capture of the capital by Russian
troops. In fact, if one compared the number of military personnel, fighter and
attack aircraft, helicopters, tanks and armored vehicles, tower artillery, and warships—not even mentioning the quality

gap—the striking difference between the
invading and the defending armies pointed to a swift victory of the former. As of
today, more than six months have passed
since the start of the war, yet Russia could
only capture one administrative center in
Ukraine and suffered significant massive
military losses. What might explain such
derailed expectations about the course of
the war in Ukraine? Why did Russia fail
to achieve its military goals despite having a significant military advantage over
Ukraine?
To begin with, Russia’s strategic objectives

“Russia’s strategic
objectives in the
war were not robust.“
in the war were not robust. The Russian
army attempted to first topple the regime and install the puppet government
in Ukraine under the pretense of “denazifying” and “liberating” Ukraine. As
such, the Russian army aimed to rapidly
progress into the key cities of Ukraine,
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including the capital Kyiv. The national
guard, the reserve military that is usually
deployed in state-level emergencies such
as riots or natural disasters, was in the
frontline during the initial phases of the
war. As Russia was planning to topple the
regime and was not expecting to engage
in a war with a foreign military, deploying
the national guard into Ukraine seemed
like an appropriate tactic. Using an army
specialized in domestic emergencies as a
leading force in the military occupation is
also an indicator of Russia undermining
Ukraine as a sovereign state.
Russia’s military objective to capture
Ukraine’s key cities and topple the government in Kyiv failed for several reasons.
The false assumption that Ukraine is not
a proper state, and that the government
would flee at the sight of the Russian army,
led to the aggressor’s defeat in the first
phase of the war. First, the deployment
of the national guard was a key factor as
its combat effectiveness was significantly
reduced on foreign land, especially in
the face of significant military resistance
to the invasion. Second, any attempt to
occupy cities spread over a vast territory
requires massive mobilization of large
military forces with careful strategic planning. However, Russia did not go through
military mobilization, relying instead
on the army of up to 200,000 personnel
amassed around Ukraine. Furthermore,

“[...] war is a complex system of
rapidly developing
dynamics. Having a
bad start does not
necessarily spell
out the endgame,
especially when
you have a capable army and the
economic might to
back it. “
the command personnel of the Russian
army was not notified about the invasion
until it was very close to the date, hence,
the planning of the invasion was poorly
deliberated.

Another reason why Russia failed to capture Kyiv was the lack of coordination
among its army units. According to Biddle
(2004), one of the key elements of modern-system offensive tactics is combined
arms integration in which infantry and
artillery combine their forces to suppress
the defense and progress forward. In addition to artillery support, air superiority
is vital to increase combat effectiveness
against mobile defense units. However,
Ukrainian airspace is still contested
(Osborn 2022) as Russia has failed to establish air superiority since the start of the
war. The lack of air support significantly
undermined Russian ground troops’ attempts to rapidly capture Ukrainian cities.
In fact, the poor performance of the
Russian air force has surprised many experts. To establish air superiority, air forces are expected to conduct the suppression
of enemy air defense (SEAD). However, so
far Russian air forces have been passive in
doing so in Ukraine. There can be several
factors explaining it. One may argue that
Russia did not expect strong resistance on
the Ukrainian side. However, if the unexpected Ukrainian resistance was indeed
the reason, it would be sensible to expect
the Russian army to mobilize more air
units as the war progressed, yet they did
not do so.
Another possible explanation could be
the failure of Russian air forces to eliminate mobile surface-to-air missile (SAM)

systems such as S-300s. These systems
pose a significant threat to bomber aircraft because their infrared-guided missiles are precise and destructive at high
altitudes (Encyclopedia Britannica, 2022).
These systems can also change location after firing missiles, making it harder for the
artillery to eliminate them. SEAD operations are specifically developed to identify
SAM systems and destroy them. During
a SEAD operation, two aircraft would fly
within the radar of a SAM system and
try to detect its location after the system
fires a missile at one of the aircraft. Once
the location of a mobile SAM is found,
one of the aircraft in the SEAD operation
would dodge the missile and the other one
would destroy or incapacitate the radar of
the SAM system. SEAD operations are
high-risk and require special pilot training, yet the Russian air force is known to
have poor training in these missions. It is
claimed that the number of SEAD mission
training hours for Russian pilots is significantly lower than that of western pilots,
and the Russian air force is not capable of
conducting highly complex air missions
including SEAD (Not What You Think,
2022).
The limited training of Russian pilots and
maintenance and supply issues in the air
force units are not the only answers to
the mystery of the lack of Russian air superiority. Some believe that the Western
MANPADS – man-portable air-defense
systems, such as Stingers and detailed
intelligence given to the Ukrainian army,
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made it costly for Russia to conduct largescale air operations (GlobalData 2022;
Payson, 2022). The imposed tech sanctions
have bolstered this cost since the price of
purchasing, repairing and maintaining
the fighter jets has gone up. However,
the tech export sanctions alone are not
likely to explain the Russian hold back
in Ukraine because the air superiority of
Russia, or at least the attempts to achieve
it , were missing from the beginning of
the war. Henceforth, we may expect that
the missing Russian air superiority is not
a monocausal mystery.
Nonetheless, war is a complex system of
rapidly developing dynamics. Having a
bad start does not necessarily spell out the
endgame for one of the sides, especially
when you have a capable army and the
economic might to back it. However, developments of the war in Ukraine revealed
that Russia’s war strategy was not only
awful but also rigid and inflexible. As the
war went on, the Russian army struggled
to reorient its forces and alter its strategy.
The tactical mistakes were aggravated
by the many logistical failures. Forbes
pointed out the logistical weaknesses of
the Russian army even before its attack on
Ukraine. Russia fell prey to enhancing the
resources of its combat forces and devoted
much of the military spending to shiny
armor, such as tanks, submarines, and
warplanes (Axe, 2022).
The logistical capacity of the army, on the
other hand, has seen some underinvestment. According to Mason (2022), despite
having only three-quarters of combat
vehicles compared to its US army counterparts, Russian army units have three
times as much artillery. Russian army
logistics are heavily reliant on the railroad
system within Russia. In the 2021 report
of War on the Rocks, it is estimated that
Russia can meet the logistic requirements
of the army within only 90 miles of the
supply dumps. The rigid logistic supply
chain of the Russian army, whereby the
military equipment, weapons, and ammunition are stored in supply dumps
close to the railroads inside Russia and
then transferred to the frontline by trucks,
constrains the speed at which the army
can progress, rendering it an easy target
for the long-range high mobility artillery
rocket systems (HIMARS). Therefore,
albeit Russian forces reconcentrated their
forces in the east of Ukraine and centralized their supply lines, the lack of logistic capacity remains a tight bottleneck
limiting their ability to move deeper into
Ukraine.

Considering the size and perceived might,
explaining the stalled Russian advance by
the supply-chain issues, corruption and
tactical mistakes would still be insufficient as it would not give enough credits
to the Ukrainian armed forces (UAF).
Ukrainians has been smart and flexible in
their strategies to push the Russians back,
and this combined with their courage
and morale, surprised the expectations
of many. The UAF have been specifically
successful in “contesting air supremacy
over the area of battle, denying Russia
control of cities and complicating Russian
military’s communications and logistics”
(Payson, 2022). Their targeted attacks
to the enemy supply lines led to the loss
of battle of Kyiv for Russian and slowed
down the Russian advance in the eastern
and southeastern front.
Failure to anticipate strong Ukrainian
resistance, serious tactical mistakes, and
logistical issues, along with a plethora of
other possible factors, have led to massive military losses for the Russian army.
Armed Forces of Ukraine estimate that
as of July 26th the Russian army has lost
roughly 40 thousand personnel, more
than 1700 tanks, and 220 aircraft. Western

“Failure to anticipate strong
Ukrainian resistance, serious tactical mistakes, and
logistical issues
have led to massive
military losses for
the Russian army. “
estimates are lower than Ukrainian ones
but similarly reveal significant personnel,
military vehicle, and aircraft losses on the
Russian side. The scale of military failure
in Russia’s attempt to invade Ukraine is
not purely a result of poor management.
It also reveals the prevalence of corruption and weak organization in the army
and other institutions that provide intelligence and logistic services for the army.
Nonetheless, military failures do not guarantee Russia’s ultimate loss in the war, and
the continued arming and humanitarian
support to Ukraine will be crucial to minimize the impact of Russian aggression on

Ukraine and the rest of the world.
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Russia's central bank faces a
moral conundrum
Simon Upton

T

raditionally speaking, central banks
tend to be one of the dullest institutions in the political/economic landscape
– intentionally so, as they hope to anchor
inflation expectations and garner credibility and respect in the market. Moreover,
in expressly political matters, they often
rest firmly off stage. Thus making it all
the more bizarre that, from the very onset of Russia’s invasion of Ukraine, this
self-effacing actor has taken centre stage.
This plunges the institution of the central
bank into a far more politicised role and
highlights a relatively unremarked ethical
relationship between the central bank and
the economy it serves.
Russia began its brutal invasion of
Ukraine on 24th February 2022 and a few
days later, the EU, the US and other members of the international community had
introduced a series of sanctions against
Russia. A great deal of these sanctions
were targeted, or symbolic, and not macroeconomically impactful in the shortrun. One sanction that trounced most
others, though somewhat overlooked due
to its rather dull nature, was the freezing
of foreign-denominated assets held by the
Russian central bank. As any macro student will tell you, a central bank will often
use its assets in order to i) intervene in the
foreign exchange market to stabilise the
exchange rate and ii) decrease the real interest rate across the domestic market by
purchasing assets. Therefore, by freezing
the majority of the central bank’s assets,
these countries were able to tie the traditional hands of the central bank, thereby

allowing the economy to tumble into
freefall until Putin could no longer raise
sufficient revenues to continue financing
his aggression, or there was a general uprising against him. This was the plan.
Initially, the international community’s
plan went very well. The ruble’s value
collapsed, ending up at 40% of its pre-war
value in March, inflation looked to be exploding and some early indicators of the
Russian economy looked very worrisome
for Putin. The central bank then took a
series of extreme measures to prevent
this trend from continuing. In order to
stop the currency from falling further,
the Russian central bank needed to stop
foreign currency from leaving the country
and keep rubles flowing in. To do this, they
took a rather literal approach and forbade
Russians from leaving the country with
more than $10 000 (later increased to $50
000), required Russian exporters to convert at least 80% of their foreign currency
revenue into rubles and prohibited agents
from “unfriendly” countries purchasing
non-ruble currency in Russia.
Not only did these reforms work to stabilise the ruble, they went above and beyond,
causing the ruble to be the best performing currency against the dollar of 2022 so
far. Moreover, inflation in Russia has not
exploded in the way initially thought of
and the Russian economy has not been
so badly affected by the sanctions as was
intended.
Here enters the dilemma for the honest

central banker. Your mandate is to stabilise
the nation’s economy - keep inflation on
target, potentially stabilise the exchange
rate and maybe some concern towards
employment or growth. This, so far as
mandates are concerned, seems a very benign one. Nobody would begrudge a central banker for wanting stable inflation (a
cause we are all becoming increasingly in
support of). The image of a central banker
suits this benign, unexciting mandate. It’s
an image of a rather boring and sensible
person in a boring and sensible suit, who
says boring and sensible things.
However, the Russian central banker has
now become an agent of war. The effect
of their actions, the successful completion of their mandate, has supported an
inhumane atrocity against Ukraine. Put
in stronger terms, their actions have been

“[...] the Russian
central banks has
now became an
agent of war.”
central to the war effort. Had the Russian
economy continued to freefall, had the
ruble continued to collapse in value, it is
hard to imagine Putin being able to continue his aggression for the length of time
he has. Thus the dilemma: imagine you
are a Russian central banker who despises
Putin’s horrific attacks, enjoys macroeconomic work and wants to help the average
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“direct” and another to be “indirect” in
a morally meaningful way? One could
say that it is about intention. What one
intends to do is the direct effect, and the
other unintended effects are the indirect
effects. This definition fails to maintain
any moral significance under scrutiny.
Imagine a person who is obsessed with
rock collections. They see a small rock at
the bottom of a cliff that is clearly the only
thing stopping an avalanche on a nearby
village. However, they act unthinkingly
and, with their passion for rock collecting,
they unwedge this small rock, thereby
causing an avalanche on a nearby village.
To claim that this avalanche was an “indirect” effect of their action seems to be
morally meaningless. Whether they intended it or not, it was such an obvious
effect of their action, and so costly, they
ought to have considered it before taking
the rock.
citizen to live an economically stable life.
Either, you continue to work to help re-establish economic stability for the country
– thereby allowing Putin to continue his
war of aggression, or you let your country and its people collapse into economic
ruin.
To begin to work through this dilemma, it
is helpful to highlight the intentions of the
various agents. Firstly, the international
sanctions’ intentions are not to impoverish the Russian people, rather they are
intended to limit Putin’s regime and its
ability to raise funds and arms to continue
its war against Ukraine. However, in order
to achieve this, these sanctions will need
to hurt large numbers of Russian people
so as to limit their income, and thus the
tax revenue they produce – and also to
garner discontent towards Putin.
Secondly, the intentions of the Russian
central bankers – a more subtle discussion.
The official mandate states that the goals
of the Bank of Russia are “to protect the
ruble and ensure its stability; to develop
and strengthen the banking system of the
Russian Federation, to ensure the stability
of and develop the national payment system, and to develop the financial market
of the Russian Federation and ensure its
stability” (Bank of Russia, 2002). Thus, as
an institution, it is explicitly focused on
the stability of the economy of Russia and
is only interested in other things insofar
as they threaten or promote this stability.
Therefore, the institution is, by mandate,
bound to supporting the Russian economy, and to do otherwise, even if it may be
seen as the moral thing to do, would be a
violation of the mandate.

However, if one returns to our hypothetical kind-hearted, macroeconomically-enthused Russian central banker, they will
not feel satisfied by simply re-reading the
mandate, continuing to work to stabilise
the ruble and thus the financing of Putin’s
war machine.
We could imagine that our kind central
banker could comfort themselves with
a distinction between direct effects and
indirect effects. The direct effect of the stabilising of the ruble is that tradables will
be less expensive for Russian people, food
won’t be too expensive and Russian people completely detached from the war can
continue to live their lives as before. The
indirect effects, those of the stabilising and
continuation of financing for the regime
and its attack on the Ukrainian people, are
thus not what our central banker wants to
achieve, but an unavoidable side-effect.
This direct/indirect effect argument takes
on an interesting mirror image of the argument justifying the sanctions against
Russia – the direct effect (stopping Putin’s
war) has an unavoidable side-effect (worsening ordinary Russian people’s economic
standing). The argument can thus be assessed in the same way that the sanctions
can be evaluated: how large the cost of
the side-effects are, the worthiness of the
direct effect, and the efficacy in achieving
this.
However, this argument defending the
central banker quickly falls away upon a
consideration of the distinction between
“direct” and “indirect” effects. What does
it mean for one effect of an action to be

Of course, there are profound differences
between the rock-taker and the central
banker – namely, that the central banker’s
intended effects are much more morally
worthy than the rock collector’s. However,
this example highlights a key aspect of
central banks’ ethical thinking that has
been so far overlooked. Directly or indirectly, a central bank’s actions will provide
support to whatever regime is in charge
(assuming they are a successful central
bank). By providing price and exchange
rate stability, they are stabilising government revenues and providing a stable
economic environment for the regime
to operate within – thereby reducing the
likelihood of popular discontent. This is a

“Directly or indirectly, a central
bank’s actions will
provide support to
whatever regime is
in charge.”
unique feature of the new central bank independence movement. Historically, the
central bank would be under the control
of the government and thus the incentives would be clearly aligned (insofar as
this discussion is concerned, certainly
not in terms of grounding inflation expectations). The government would want
to stabilise the economic environment
so that they could continue to do whatever they wanted to do. However, now
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the central bank is independent of the
government, there is the possibility that
the central bank will not support what
the government wants to do, but will be
compelled by the mandate to support it
by providing a stable economic backdrop
for them. Thus, the central bank must,
on some level, take responsibility for the
government’s actions as they are central to
their success, but while also not being able
to do otherwise.
This dilemma extends beyond the Russian
case. It is a dilemma that will afflict all
central bankers who work for national
economies that are directed towards unjust ends. For example, maintaining stability in an economy based on the export
of slaves, or weapons, or torture devices.
These are extreme examples but point to
uncomfortable tacit support that central
bankers give to whatever goes on within
their economy.
This dilemma also highlights the limitations of what we call “personal morality”.
As with nearly everything, in Western
countries, we are used to considering
moral questions as questions that relate
ultimately to individuals – isolated from
the broader context. However, as this

discussion makes clear, “personal” moral
decisions take place within a wider moral
context. It is far easier to be moral and
make good moral decisions when you
are a central banker in a morally benign
country. The reason I have referred to this
dilemma as a dilemma is because there
seems to be no way out. If the central
banker were to decide to rebel against
their mandate to oppose Putin’s regime,

“It is a dilemma that
will afflict all central
bankers who work
for national economies that are directed towards unjust
ends.”
they would be plunging potentially millions into poverty and also politicising a
key institution in their nation’s economy.
There is no clearly “right” moral decision
for the Russian central banker and few
would envy their position.
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Exploring the Baseline
Assumptions:
Environmental vs Ecological
Economics
Peter Kamal

A

t this point, there is no new, no original introductory paragraph to be
written about the ecological crises we face.
We have heard it all before – getting more
and more off track from the 1.5-degree
goal, the biodiversity crisis looming as
an even bigger wave after climate change
has hit, ever more frequent pandemics,
global inequality. Climate depression and
anxiety are real, and it is perfectly understandable why.
What do we do when we face depression
and anxiety? We go to therapy. We do not
need Freudian, deep childhood trauma
stuff here – the root causes have been
explored well enough for decades now.
What we need is cognitive behavioral
therapy, something to help us build a
toolbox to handle what the world throws
at us. A way of thinking about things that
helps us break the spiral of anxiety instead
of fueling it.
Do not mistake my intention for hubris:
I am in no position to be your therapist
here. I have a marginally better knowledge
of this subject than you at best, and I am
probably at least as confused as you. What

I can do, however, is present two sides of
an argument, give you some resources,
and hopefully help you to make up your
own mind on where you stand. This is collective therapy, if you will – and we direly
need it.

more interactions between the two than
a neoclassical approach can appropriately
capture (Venkatachalam, 2007).

The argument that we are going to discuss
is the role of the environment in economics. In particular, the focal point of
this guest column is the divide between
environmental and ecological economics.
To the uninitiated, this might seem like a
merely semantic issue – but their underlying philosophies and value systems are
radically different.

This basic distinction gives way to a host
of differences between the two fields;
in the problems they are able to tackle,
choose to tackle, and how they tackle
them. It is virtually impossible to perform
an exhaustive discussion of the commonalities and differences between the two in
this format – this column will span three
issues of the TSEconomist, and this first
one is the introduction. To make the most
of my space, I chose to borrow my structure from the 2021 Dasgupta Review.

A first distinction is the following:
Environmental Economics is a continuation of neoclassical theory into the realm
of environmental problems – bounded
rationality, marginalism, general equilibria and many more of those classic
actors of economics take center stage
here. Ecological Economics on the other
hand relies on bioeconomic modelling,
and the general idea that the economy is
embedded into the environment – which
proponents of it argue allows for way

The Dasgupta Review (Dasgupta, 2021) is
a seminal review on the state of Economics
of Biodiversity, commissioned by the
British government, and written by Partha
Dasgupta of Cambridge. In it, Dasgupta,
amongst others, makes two fundamental
distinctions between the fields: (i) their
views on scarcity of resources and the
possibility of technology to overcome resource exhaustion, and (ii) their positions
on economic growth and intergenerational equity. These are going to be the topics
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certain things should not be priced. That
little story of Dominique Voynet demonstrates the age-old debate between pragmatism and idealism all too well. Maybe,
to get where our idealism wants us to go,
we need to infuse it with some pragmatism. Isn’t it worth it to compromise on
an abstract idea like pricing nature when
that compromise can help us save it – and
therefore ourselves? But maybe, we can
also fall into a pragmatist’s trap on the
other end? By adopting the existing narratives, we remain in a lane of “this has
worked before, it will work again”, not recognizing the necessity to change the way
we conduct ourselves fundamentally.

of the next two articles in this column.
Assuming a bounded economy has fundamental consequences for an economic
system built on an idea of unlimited
growth. Dasgupta assembles a new macroeconomic model based on what he calls
the impact inequality – which implies
the goal of bounded global output. The
bounds are determined by the regenerative power of our ecological assets. The
setting and timing of these bounds create
questions of intergenerational equity – a
classic topic of environmental economics
in general and discounting in particular.
The last article in this series will be concerned with these questions of growth and
equity.
The global message of the Dasgupta
Review is far beyond the scope of this series and makes a point of viewing nature
as an asset that can and should be priced
accordingly. If you want to learn more
about this, I highly recommend taking

a look at the review yourself (there is a
shortened version that is not 600 pages
long). The QR code below links to a discussion of the review at TSE by Dasgupta
himself.
However, this idea of asset pricing nature
hints at some fundamental questions to
have in the back of your mind when you
think about the next two articles: Is putting
a price on something a limit to the way we
can understand it – or is it a necessity for
policy creation in a capitalist society? To
what degree is idealism warranted? And
in the end, what line of action do you
think will have the most impact?
There is a story about Dominique Voynet,
the French minister of environment at
the beginning of the millennium. When
she took office, environmental politics
was based on conservationist arguments
– which tended to gain no traction whatsoever in legislation. Saving the bees for
the bees’ sake was simply of no interest
to economic decision makers. She observed a shift in the way other politicians
responded when she came into meetings
with estimations of the economic damage
resulting from ecological depletion. Once
she had numbers to back up the same issues she had rallied for previously, those
same decision makers started to listen.
This simple twist in approach changed the
response – even though, on paper, nothing about the bees had changed.
There is a good point to be made (which
is mostly made outside of economics) that

The point of this series is exactly to open
up that discussion for you. Where on that
spectrum between idealism and pragmatism are you? What baseline assumptions
do you want changed? And where are you
willing to compromise on your idealism
for effective impact? All I can hope to do
is give you some sense of orientation amid
all the noise, and I thank you in advance
for trusting me with such a difficult task.
In the end, therapy is as difficult as rewarding; and confusion is a great sign you
are debating whether to stay in your lane
or change the status quo. So, let’s tackle
the beast head on and get confused together. See you next time for a discussion
of scarcity and technology.
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If this was interesting to you,
we’d love for you to join us in
the new environmental student association here at TSE.
We’re in the process of building
up and are always welcoming
new members. Write to me at
peter.kamal@t-online.de.
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Regulating drinking water
Julie Klein and Rémy Bergès

Introduction

E

ven though the earth is called the
blue planet, water only represents
0,023% it’s mass (Barthélémy, 2012).
Overall, only 2,6% of this water is pure.
Within those 2,6%, 68% is in glaciers;
20% is groundwater; and the rest lies in
rivers and in the atmosphere. Eventually,
only 1% of water on earth is both pure
and liquid. In 2015, 848 million people, or 10% of the global population,
had no access to drinking water (Valo,
2015). However, accessing water is not
enough, it needs to be drinkable water.
According to Solidarités International,
every day, 47% of the global population
drinks water that is dangerous for their
health. More concerning, 1.8 billion
people drink contaminated water with
fecal matter resulting in water-borne
diseases being the first cause of death
in the world. Accessing sanitary toilets
could reduce those diseases by a third.
Additionally, clear water to wash hands
regularly would divide the risk of contamination by two. Those facts present

“In 2015, 848 million people, or 10%
of the global population, had no
access to drinking
water”
drinking water as a scarce but essential
resource. However, most of the clear
water resources are used for industries
(e.g., Steinfeld et al. (2006) present that
70% is used for agricultural purposes and
20% is used by other industries such as
in the energy generation). The scarcity
of clean water has led to many countries
regulating its provision and monitoring
its use to ensure populations have access.
This paper focuses on drinking water and
how to regulate this resource. In the first
section, after defining water as a special
good, we focus on providing drinking
water. In a second section, we explore

water regulation: which type of entity is
better to monitor drinking water, how to
finance water infrastructure, and how to
set a fair price and how to define rights
to water.
Providing drinking water
Providing drinking water requires a pipeline network and a system to monitor the
quality of the water. These characteristics
result in high fixed costs that justify a
monopoly position. However, the nature
of the special good that water is justifies
the need to regulate it.
Water is a complex good and has different characteristics. First, water has
properties of a private good and public
good in its uses. Depending on the way
water is exploited, the regulation differs.
If we consider water for navigation or as
aquatic habitat it’s a public good. In this
case water is a non rival good, it can be
consumed and possessed by more than
one user, and it’s also a non-exclusionary good, no-one can exclude someone
else from using it. In contrast, if we buy
a bottle of water or water for farming,
the benefits are entirely private. The
distribution of water is best organized
through markets with a specific demand
and supply which leads to a price equilibrium. Second, physical characteristics of
water are relevant. Water is mobile, it can
flow, seep, and evaporate. With all these
processes, water quality can change,
and the same molecule of water can be
used for multiple purposes. It functions
both as a private and public good and
generates either positive or negative
externalities. For example, a reservoir
could provide hydroelectricity and water supply (positive externality). Water,
as a means of transportation, could also
bring pollutants through seeping into the
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water table (negative externality). Third,
the variability of water makes it difficult
to measure and allocate. There is a consequent inequality between the different
areas of the earth concerning the water
repartition. Depending on the season,
water could be more or less scarce. There
is a temporality variation. To control
these spatial and temporal variations,
the key component is the storage. With
transfers it allows to regulate supply and
demand of water.
Pipeline infrastructure is expensive,
requires maintenance, and there is usually a low return on investment for infrastructure. Water infrastructure is the first
requirement to provide water in a country. Ideally, the network should cover the
whole country so everyone can access
drinkable water, this includes both rural
and urban areas. Providing a network
comes with significant costs before any
profit is made. Providing drinking water
can be decomposed into two stages. At
the first stage, the firm decides whether
to enter the market or not and to invest a
fixed sunk cost to create a water network.
At the second stage, the firms on the market compete and serve the demand with
a positive marginal cost that accounts for
maintenance. The cost to produce and
to operate such a network are extremely
capital intensive. Indeed, the cost may
reach an annual US$5 billion in capital
expenditures in some rural Sub-Saharan
Africa regions (Hutton and Varughese,
2016, p. 14; Hope et al., 2020).

“The features of
the pipeline imply
dominant economies of scale which
make it difficult to
expand most of the
supply infrastructure [...]”
The features of the pipeline imply dominant economies of scale which make it
difficult to expand most of the supply
infrastructure in animable and modular
manner. Additionally, water heaviness
makes it capital intensive to store and
transport. Water sector usually offers a
low rate of return on investment since
water tariffs are regulated or sensitive
to political pressure. Thus, having more

than one firm operating on the market is
utterly inefficient as one pipeline network
is enough to cover the market.
Providing water is one thing; providing
drinking water is another. It requires additional investment in treatment plants
and a monitoring system all along the
pipeline network. Indeed, to be able to
drink it, water should be of a certain
quality. This represents consequent fixed
costs. However, conflict may arise when
it comes to setting the quality level.
Indeed, if we assume the water quality
to be an increasing function of cost, then
a monopoly would have little incentives
to provide high quality while competing firms would induce water suppliers
to provide the best quality as possible
(Vertical differentiation basic result).
Hence, if a monopoly would be an efficient solution to address economies of
scale required by the water pipeline network, it would fail to provide high water
quality. Additionally, access to water is
considered a human right. Thus, a monopoly would fail to provide good quality
water to everyone at a fair price. Hence
the need to regulate the water market.
The water industry is capital and investment intensive. According to Hutton
and Varughese (2016) almost US$ 114
billion/year is required through 2030 to
meet the sustainable and development
goals for water supply, sanitation, and
hygiene. Compared to other network infrastructures, water supply is exceptionally more capital intensive. For instance,
the National Academies Press (2002)
explained that the water industry is 2.3
times more capital intensive than the electricity industry in terms of dollars of assets per dollar revenue. Thus, economies
of scale are important. This industry calls
for high up-front investment followed by
a long payback payment period to spread
the high sunk costs. Moreover, the regulated prices and political context leads to
a reduction in the return on investments
in this sector. All of these characteristics
might discourage private investors from
entering this market. However, the theory of contract emphasizes the efficiency
gain with private ownership in the water
industry (Debaere and Kapral, 2020). Its
main insight is that public control does
not imply public ownership all the time,
because a government can write contracts as long as there is an independent
regulatory agency to oversee how the
private entity executes the private-government contract.

Supplying water infrastructure would be
most efficient under a monopoly, but this
would lead to higher prices and lower
quality. It induces challenges that regulators need to address. The first challenge
that induces the need to regulate drinking water is how to finance the infrastructures (pipeline and plants). Resorting to
the private sector may jeopardize some
people’s access to water which would infringe human rights. Then the challenge
is how to price water so everyone can
access it. Water is a necessary good but
that should not be wasted. Hence its price
cannot be too low but neither too high so
everyone can access water. This presents
a number of challenges for its regulation.
Providing drinking water
Regulating drinkable water is a challenge
faced by public entities to provide access
to everyone. Whilst the public monopoly
seems to be the most relevant given the
characteristics of the water industry, we
will see that there is a room for privatization in the water sector. Moreover, prices
are a major tool to regulate the water industry as well as property rights.
Public-private-partnerships (PPPs) can
help governments to achieve social and
environmental goals without owning
the infrastructure. Introducing an independent regulator protects consumer
interests (regulators make sure that water
is provided at a reasonable price and in
sufficient quantities) and prevents regulatory capture (private company interests
do not influence the regulator decisions).
Then, the use of contracts and competition opens the door to private investors,
as for example in the UK. The UK privatization of the water industry allows us to
compare nationalization (which remains
the dominant model in Europe) to privatization. In his paper, Helm (2020) underlined the efficiency gains, the increase
of managerial incentives and the role of
the private sector to facilitate investments
with the UK privatizations’. Public entities are then better-off at monitoring and
implementing water networks as they
can reach social and environmental goals
more easily but privatized industry with
a good regulator could be more efficient
to sustain a good level of services with
greater incentives to innovate.
To finance the infrastructures of the
water industry, governments and private entities generally use three sources
of revenue: taxes, tariffs, and transfers.
In most cases, tariffs do not fully cover
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the costs of water supply (Andres et
al., 2019). In high income countries 50
percent of water utilities charged tariffs
that allow them to cover the operating
and maintenance (O&M) costs. It is even
worse in low-income countries as only 3
percent could charge tariffs higher than
O&M costs. High income countries have
full access to water and if tariffs do not
cover the full costs of water supply today,
it is because the capital was financed by
taxes in the past. Water users financed
the development of municipal water
supply infrastructure through property
taxes. Another way to finance water in
frastructure is transfer. Transfers have
grown over the past decades in developing countries, but amounts provided are
still insignificant compared to the investments needed. The remaining financing
pathway is commercial direct financing. Nevertheless, this type of financing
should be supported by high incentives
and signals of investments to reach a
cost recovery (even with foreign aids). It
seems to be not realistic, as we explained
above, private incentives to innovate are
conditioned to governance stability and
regulated prices. An eloquent example is
the part captured by private investment
on the water industry in developing
countries in 2015: only four percent
where transport was 63 percent or energy
was 34 percent (Kolker et al., 2016).
To ensure everyone’s access to drinking water, prices should be regulated.
To ensure efficient use of the network
(i.e. pipeline and plants) water should
be priced at its long-run marginal cost.
When it comes to pricing water, we
run into a paradox: the price of water
never equals its value and rarely covers
its costs (Grafton et al, 2020). Since the
value of water is derived from multiple
types of economic benefits, a single price
would be inefficient. As seen above, it is
extremely costly to provide water. At the
same time prices should not ration since

“When it comes
to pricing water,
we run into a paradox: the price of
water never equals
its value and rarely covers its costs
[...]”

it would be unethical. As an optimal
situation would be to access water but
without wasting it, it requires thinking
in terms of rate structure: consumers
can consume a certain amount of water
until they reach a threshold. Once it is
crossed, consumers would have to pay
more. Such a system which is a combination of price signals and quantity signals
(i.e. behavioral economy) was proven to
be efficient (Nauges and Whittington,
2017). It allows setting limits and rate
structures using non-monetary interests
and concerns.
Conclusion
This paper reviewed the regulation of
drinking water. Depending on its uses,
water could be defined either as a public
or a private good. It is an essential good
which has special physical characteristics, and spatial and temporal variability.
Providing access to water for everyone is
then a challenge. With its network characteristics of huge sunk costs and low
return on investment; the water industry
provides a natural monopoly position
for the utilities. Public entities would be
better at monitoring this industry so it
can achieve social and environmentally
sustainable objectives without a regulator. However, there is room for private
entities which can foster innovation and
competition. With private entities, institutions for coordination and regulation
are necessary. There are multiple actors
and multiple institutions controlling different aspects of water. The challenge is to
coordinate these diverse institutions and
align their interests. A regulator is necessary to ensure that consumer interest is
protected (water is provided in sufficient
quantity, at a fair price and with a good
quality) and that private companies do
not influence the decision made by the
regulator to favor their profits (lobbying).
Prices should be set using a rate structure,
after a threshold the price increases for
the consumer. It is an efficient combination of price signals and price quantities.
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Les sanctions contre la Russie
: un pari loin d’être gagné, loin
d’être perdu.
Moustapha Ajram

L

e 24 février 2022, après de nombreux mois de tensions aux
frontières russo-ukrainiennes, La Russie envahit l’Ukraine.
Ce conflit oppose La Russie aux puissances occidentales, et donc
deux écoles de pensée concurrentes dans la théorie des relations
internationales : le réalisme contre le libéralisme. Les réalistes
adhèrent à l’idée que les relations internationales constituent
une lutte entre les États pour le pouvoir. Les États poursuivent
leur intérêt propre et sont pour cela favorables à l’action militaire. Les libéraux prônent eux une vision plus pacifiste de l’ordre
mondial et privilégient notamment les négations et les sanctions
économiques pour faire appliquer leur politique internationale.
Face au réalisme implacable de Vladimir Poutine concernant la
guerre en Ukraine, l’Occident exerce une politique libérale caractérisée par la mise en place de sanctions économiques plutôt
qu’un affrontement direct. Alors que l’efficacité de la politique
menée est encore controversée, le tournant pris par le choix d’apporter un soutien militaire à l’Ukraine semble porter ses fruits.
Une efficacité limitée
Les premières sanctions qui ont suivi l’invasion de l’Ukraine ont
été l’exclusion des grandes banques russes du système de paiement international SWIFT ainsi que le gel des avoirs de la banque
centrale de la Russie à l’étranger. Néanmoins, les banques russes
peuvent toujours effectuer des transactions par le système SPFS,
équivalent russe du système SWIFT, ainsi que par le CIPS créé
par la Chine. Cette possibilité de contournement des sanctions
laisse courir le risque d’émergence d’un système économique
alternatif au profit des monnaies chinoises et russes et au détriment du dollar américain ainsi que des économies occidentales.

“L’Europe prévoit de réduire
de 90% les importations d’hydrocarbures russes d’ici fin
2022”
En tête d’affiche des sanctions contre la Russie se trouve également les sanctions sur l’importation de ses énergies fossiles.
Cette sanction est un sujet sensible faisant l’objet de désaccords
expliqués par la dépendance énergétique de l’Europe vis-à-vis

des hydrocarbures russes. L’Europe prévoit de réduire de 90% les
importations d’hydrocarbures russes d’ici fin 2022. Les réticences de certains pays tels que l’Allemagne ou la Hongrie pour appliquer ces sanctions ont pu aboutir sur des résultats moins bons
qu’annoncés. La Hongrie a en effet accepté de mettre en œuvre
ces sanctions qu’après l’obtention d’exceptions et de garanties.
L’Allemagne, quant à elle, a fortement diminué sa dépendance
au gaz russe mais continue à s’en alimenter. L’Europe verse ainsi
encore des milliards d’euros à la Russie.
En outre, les sanctions ne pourront être efficaces tant que la Russie
continuera de bénéficier de multiples partenaires commerciaux.
Sa production d’énergies fossiles trouve par ailleurs plusieurs
autres marchés preneurs, notamment en Asie. L’explosion des
prix du gaz et du pétrole bénéficient aux revenus de la Russie
en entretenant son commerce tandis qu’ils heurtent le pouvoir
d’achat des populations européennes. Même si l’augmentation
des factures de gaz ne se fait pas tellement ressentir en été, l’hiver
prochain pourrait s’avérer difficile.
Tout vient à point à qui sait attendre
Le 16 juillet 2022, Josep Borrell, haut représentant de l’Union
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Européenne pour les affaires étrangères et la politique de sécurité, déclare « L’Europe doit faire preuve de patience stratégique.
La guerre sera longue et l’épreuve de force durera. Permettre à la
Russie de l’emporter reviendrait à lui permettre de détruire nos
démocraties et les fondements mêmes de l’ordre international fondé
sur des règles. ». L’effet des sanctions contre l’économie Russe est
en effet progressif et n’aura un réel impact que dans les mois à
venir.
La banque centrale de Russie prédit ainsi une réduction du taux

Poutine n’est pas le combat économique, où il est sûr de perdre,
c’est le combat militaire. » L’aide militaire à l’Ukraine constitue
donc le vecteur le plus pertinent sur lequel les puissances occidentales doivent s’appuyer pour faire pression sur la Russie.
Depuis le début de l’invasion, la Russie a perdu une partie de ses
acquisitions territoriales gagnées en début de guerre et a subi des
pertes considérables dans son artillerie. Avec une armée sensiblement affaiblie, l’Ukraine parvient tout de même à résister. La
Russie a même fini par abandonner son objectif de prendre Kiev,
la capitale de l’Ukraine.

“La banque centrale de Russie
prédit ainsi une réduction du
taux de croissance du PIB de 8
à 10% et le passage d’un taux
d’inflation de 12% à 15%”

Plusieurs livraisons occidentales d’armes lourdes telles que des
systèmes américains de lancement de roquettes multiples ont
atteint la ligne de front ces dernières semaines, permettant à
l’Ukraine d’attaquer à plus grande distance et de mieux viser
les cibles-clés. De son côté, le Royaume-Uni renforce plutôt les
capacités défensives de l’armée ukrainienne en fournissant des
systèmes de défense antiaérienne et des drones. La Russie est
ainsi forcée de se réorganiser et de reconsidérer ses tactiques de
guerre.

de croissance du PIB de 8 à 10% et le passage d’un taux d’inflation
de 12% à 15%. Certains se servent d’ailleurs de l’appréciation du
rouble pour pointer du doigt l’inefficacité des sanctions. Or, cette
appréciation est dû à un surplus dans la balance commerciale
reflétant un déséquilibre élevé entre le volume des exportations
des hydrocarbures et la réduction simultanée des importations à
cause des sanctions sur les exportations vers la Russie. Certes, la
Russie peut remplacer ses importations par des biens produits à
domicile, mais ceci n’est pas le cas pour différents produits. Par
exemple, l’industrie automobile est quasiment anéantie : 97% de
réduction de production par rapport à 2021. En effet, de nombreuses pièces de voitures, comme les airbags, sont importées.
De plus, l’impact le plus conséquent est sur les produits de haute
technologie que la Russie ne fabrique pas : les sanctions sur les
importations de semi-conducteurs impactent les entreprises
russes qui produisent des biens électroménagers, ou des équipements militaires. En conséquence, les sanctions limitent la capacité de la Russie à produire des missiles de précision et freinent
son opération militaire en Ukraine. Ces dernières auront donc
un effet négatif sur le financement de la guerre en Ukraine, ainsi
que sur son artillerie.
Le pari sur l‘aide militaire
Alexandre Melnik, expert en géopolitique et ancien diplomate à
Moscou, déclare « Le seul et vrai combat qu’engage aujourd’hui

“Les sanctions à elles seules dans l’histoire des relations internationales, ont rarement suffi en elles-mêmes à mettre fin à un
conflit” affirme Christine Dugoin-Clément, chercheuse au Think
tank CAPE Europe. Face à l’insuffisance relative des politiques
pacifistes, l’action militaire continuera de jouer un rôle dans la
politique internationale afin de contrecarrer les violations des
lois internationales et de dissuader toute tentative similaire à
l’avenir. Ne pas jouer toutes ses cartes face à une superpuissance
aux capacités militaires considérables telle que la Russie peut être
au risque de perdre de la crédibilité sur la scène internationale et
de permettre à l’autoritarisme d’exister. N’oublions pas que des
régimes autoritaires comme ceux en Iran ou en Corée du Nord
règnent toujours malgré les sanctions appliquées.
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Food and Drinks in Toulouse
Baba Canteen

Le Café Cerise

If you’re on the lookout for a nice brunch or lunch
place, look no further. Rustic but chic ambience
and a solid use of herbs and spices make this selfproclaimed canteen one of my favorite places in
Toulouse. Dishes adjust to the season and change
slightly every week. Throw in amazingly nice staff
and coffee roasted by Carmes neighbors Hayuco, and
you got yourself a winner. Personal recommendations: Salty Toast and Brioche Perdue.

One of the classic third wave coffee shops in
Toulouse. Solid micro roasting, lunch and brunch
offerings, and cold brew on hot days. If you want
to embrace the avo-on-toast lifestyle, this is the
place for you. Available as a laptop/working café
or as a cozy brunch place up on the gallery where
you can take your parents or friends. They also sell
coffee equipment - so if you’re on the lookout for an
Aeropress or a V60, shop here instead of Amazon.
My personal recommendation: the pecan cookies.

Address: 26 Rue des Couteliers
Open: Wed-Sun during daytime
Prices: Mains from 10€

Photo by Peter Kamal

Address: 4 Quai de la Daurade
Open: 8:30-16:00 on weekdays, 9:30-16:30 on
Saturdays
Prices: 7,50 for an Avo on Toast, 3,70 for a
cappuccino
Photo by Peter Kamal
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Bep Chay
In my personal opinion, this is the closest you can get to authentic Vietnamese
taste in Toulouse. It’s vegan and (mostly) gluten-free - but that does not diminish the quality one bit. I have taken the biggest of carnivores there and they have
loved it too. Daily changing lunch plate (the same for everyone), and tapas and
mains for dinner. Overflowing with lanterns and plastic stools, with Uncle Ho
looking down on you while you eat, this place
is as cliché as it is cozy - and you’ll love every
second of it.

Address: 22 Rue des Couteliers
Open: Tue-Sat for lunch and dinner
Prices: Mains from 13€

Photo by Peter Kamal

Breughel L’Ancien
The only thing this bar shares with the famous painter is a remote Belgian-ness,
but even that can be questioned. Nonetheless, it’s one of my favorite spots for a
pint at the end of the day – they’ve
got all the beers you could ever want,
and they serve fries and other accoutrements with it. Best falafel in town
– that’s all I’m going to say. Try a hazy
IPA that tastes like pineapple if you
feel fancy or a simple Pilsner Urquell
if you want to reconnect with your
Eastern self. Anything will taste good
on Place des Tiercerettes.
Address: 30 Rue de la Chaîne
Open: Mon-Sat from 5pm
Price: Beer from 4€, Fries from 5€

Photo by Peter Kamal

by Peter Kamal

On Campus

Toulouse School of
Teaching Awards

Emmanuelle Auriol - Best Professor for M2 Program
and M2 Public Policy and Development,
M2 Economics of Markets and Organzations

Alexandre de Cornière - Best Professor for M1 Economics and
Competition Law

Enrico Mattia Salonia - Best Teaching Assistant for L3
Ecoomics and Law

Anne Ruiz-Gazen - Best Professor for M2 Statistics and
Econometrics (D3S/MED)
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Jérôme Bolte - Best Professor for L3 Economics and
Mathematics

Jihyun Kim - Best Professor for Econometrics and Empirical
Economics

Stéphane Straub - Best Professor for M2 Environmental and
Natrual Resources Economics

Yassine Lefouilli - Best Professor for M2 Economics and
Competition Law

Thomas Mariotti - Best Professor for M2 Economic Theory
and Econometrics

François Poinas - Best Professor for M1 Program and M1
Statistics and Econometrics (D3S/MED), M1 Economics
International and Standard Track

On Campus
Best Professor for M2 Applied
Economics
Pascal Lavergne

Best Professor for L3 Program
and L3 Economics and Law
Christine Maurel

Best Teaching Assistant for M1 Economics
International and Standard Track
Gökçe Gökkoca

Best Teaching Assistant for M1 Statistics
and Econometrics (D3S/MED)
Tim Ederer

Best Professor for L3 Economics
Jean Luc Volery

Best Professor for M2 Economics and
Ecology
Jorge Pena Suarez

Lisa Botbol - Best TA for M1 Program and M1
Economics and Competition Law
Well, first of all, I am very happy to receive it, as
teaching is something I like to do, and I am constantly trying to get better at it. I hope this means I
have been helpful to some students! This semester
has been super enjoyable, many of my students
genuinely seemed like fun people I’d like to be
friends with if I weren’t such an old bat. So thanks
to them!

Antoine Jacquet - Best TA for
L3 Program and L3 Economics
and Mathematics
First, to be a good TA, I believe it is important to
be willing to share what you know. I’d rather make
sure that students have really understood one
exercise than cover all the material too quickly.
Second, you should keep the students engaged: ask
questions to the class, regularly check with them if
they are following, and do not hesitate to explain
things twice.
Third, be open-minded and ready to be challenged.
More often than not, students have valid intuitions
that deeply question our postulates as teachers.
Especially in social science like economics, we
should always recognize the limitations implied by
these postulates.

The TSEconomist congratulates all winners of a teaching award for the academic year
2021/22. As students at TSE we appreciate the efforts to implement new teaching methods,
the time taken to explain complex matters and the friendly approach towards students
presented by the teachers who received an award. After all, it is only through good teaching
that we eventually develop a passion for topics in Economics and learn as much as possible
during our time at TSE.
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Wordseach Puzzle

Answer:

The TSEconomist needs you !
You want to make your time in TSE the most enriching experience,
learn new skills or just escape from the rigorous economic models ?
Become a happy TSEconomist contributor !
Here are all the opportunities we propose:
Write articles
Share your ideas and your knowledge on any topic of
your choice. It is a challenging, though highly rewarding experience!
Proofread articles
This is an essential task for the success of each issue.
Let’s make a great use of these nimble fingers of yours!

Design the next issue
You don’t need to be an IT expert to take advantage of
your creativity. So bring your computer, your imagination and join the team!
Organise our numerous events
Contribute to the planning from A to Z of our coffee-talks and public lectures, or influence the outcome
of the Teaching Awards to get your favourite teacher
elected (just keep it a secret)!
Inform everyone about the TSEconomist latest
news

Every contribution, even small, is welcomed !

Join the communication team and help the magazine
become the influencer of this century!

The TSEconomist

@tseconomist

Any of these exciting activities interests you?
Reach out to us at the.tseconomist@gmail.com, on
social media or to a member of the board!

Any idea or
suggestion
you want to
share with us?
Contact us !

You are a passionate reader and want to share your
favourite article with the TSEconomist community?
Participate to the Throwback Thursday, as one of our
members !
Contact us: the.tseconomist@gmail.com

