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D ECoNOMY

The financial
world’s rotten
culture is still
a threat—to
all of us

By Rana Foroohar

SOMETIMES IT TAKES A GROUP
of economists to confirm reality.
Last year, a team of German
academics released a study on the
effects of major financial crises on
politics, examining 800 elections
over 140 years in 20 advanced
economies. They found that after
such crises, right-wing populist
parties and politicians typically
increase their vote share by about
30%. (The same isn’t true in the
wake of more mild recessions.) If
that sounds familiar, it’s because
we are living through a season

of the very same: persistent
economic malaise since the 2008
crisis—punctuated by scandal
after scandal—has laid bare the
ways in which elites collude

to create a system that mostly
benefits elites.

Since 2010, there have been
major scandals at banks on nearly
every continent for every rea-
son: malfeasance, incompetence,
complacency. The recent revela-
tion that Wells Fargo faked 2 mil-
lion accounts in order to charge
customers more in fees is only
among the latest in a long line of
outrages. Meanwhile, the Panama
Papers leak earlier this year con-
firmed what many already as-
sumed: that world leaders, celeb-
rities and billionaires are adept at
shielding their wealth from fair
taxation. In the U.S., Republican :
presidential candidate Donald : - S

Trump has even tried to make a Anti-austerity protesters started the fire, burning fake money in the shadow of the
virtue of his tax avoidance. No Deutsche Bank towers in Frankfurt in March 2015
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show that the trust gap between the 1% and the
99% has never been greater.
Tn all of these cases, elites enabled by a fun-

damentally flawed global finance culture fly over
the nation-state system. That voters in countries
around the world want to punish leaders at the
polls for all of this isn’t surprising. But the effects
on civil society are more corrosive than one elec-
tion return. If nothing changes, the building blocks
of developed countries are at risk.

Take the trouble at Deutsche Bank, which re-
cently saw its share price plunge after the threat
of a $14 billion fine for dicey derivatives trades.
The case is a reminder of how Europe managed
its debt crisis in the interest of banks, rather
than citizens. German banks were encouraged
by the government, which is entangled with the
financial system in a way that makes the Wall
Street—Washington conniving look puritanical
by comparison, to lend to weak governments and
companies all over Europe before 2008. As in the
U.S. when things went bad, banks got bailed out
and taxpayers took the hit. “Sick banks, some
still owned by governments, are all over Europe,”
says Stanford professor Anat Admati, co-author
of The Bankers’ New Clothes: What’s Wrong With
Banking and What to Do About It. “They refuse
to let them die but rather do backdoor bailouts
[claiming they are in the interest of preserving
E.U. unity, rather than bank solvency] that per-
petuate the situation.”

Cases like this foster the message that insti-
tutions and rich individuals can float above the
system—and that has serious ramifications. Italy,
for example, has the largest “unofficial economy”
(read: level of tax evasion) in Europe. Studies show
that the black market in Italy makes up around 27%
of the nation’s total economy. Greece, Spain and
Portugal aren’t far behind. Citizens of countries like
these tend to lose faith in the system and stop doing
their civic duty, like paying taxes, filing for business
permits, obeying the rule of law in general. This
only widens the gap between haves and have-nots.

In this sense, Trump may be a canary in the coal
mine for the U.S. This election cycle has brought
the public-approval rating of government to new
lows. The GOP nominee has gone from obscuring
how little he pays in tax to arguing that it qualifies
him to fix the system. (When you look at the way
in which Trump avoided paying taxes, you see a
business model similar to Deutsche’s: loads of tax-
code-incentivized debt, which can be written off
in ways that favor the investor while leaving others
on the hook.) If his argument works, it is likely to
make things worse, not better.

People will never love paying taxes. But when
they stop trusting the system altogether, the foun-
dations of a country begin to crumble. |
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Why table manners
still matter

VERBATIM
‘1 think it’s
dumb and
disrespectful.

RUTH BADER
GINSBURG,
Supreme Court Justice,
criticizing San Francisco
A9ers quarterback

TABLE MANNERS ARE OFTEN VIEWED
as an out-of-date, classist set of rules
that have no place in the 21st century.
But in his new book, Table Manners:
How to Behave in
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ing how to comport
yourself over a meal
can still help you get
ahead. In some cul-
tures, for example,
it’s considered im-
proper to gesture
while you eat. Although the rule itself
might seem arbitrary, obeying it signals
to your dining companion that you re-
spect his culture, an invaluable skill in
business dealings. Similarly, knowing
how to properly set red and white wine-
glasses (both on the right side, with the
red wineglass closer to the center of the
table) could be an easy way to impress
a boss who’s a wine buff. “I have found
that when people approve of your table
manners they think you know how to
do everything else properly as well,”
Tower writes. “That is how you enlist
them to your side.”
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