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“Banking was conceived in iniquity and was borrsin. The bankers own the earth. Take it away from
them, but leave them the power to create moneywatidthe flick of the pen they will create enough
deposits to buy it back again. However, take ityafram them, and all the great fortunes like mine

will disappear and they ought to disappear, foas tiould be a happier and better world to live iat,B

if you wish to remain the slaves of bankers andtpaycost of your own slavery, let them continue to
create money”, Josiah Stamp, formerly a directdhefBank of England, and reputedly the second
richest man in Englantl.

1 Introduction

| adopt as my starting point what | take to bedbrclusion to which Joe Stiglitz (2002) is
drawn in_Globalization and Its Discontelatsd in his other more reflective contributionsisTik that
the reason for the adoption of demonstrably podrdiscredited policy, especially but not exclusyvel
at the IMF, is because of the vested interestsgemlogy of the financial sector. Whilst Paul
Samuelson (2003, p. 14), fellow Nobel Prizewinnefers to “a Joe Stiglitz, who exudes theorems
hourly from every pore”, | am not aware of any stidorem underpinning this posture although | am
sure it could be provided within the hour. | preti@rfollow a different tack and, in particular, goint
to the anomaly between this conclusion and theiwayhich it has been provided. For, whatever his
contribution to the critique of neoclassical ecoimin its perfect information version, Stiglitz's
theorems within the information-theoretic approbakie continued to be based upon the optimising
behaviour of imperfectly informed individual econisragents. But the notion of vestaderests
presupposes a social body on which to clothe thaseests, and ideology is equally profoundly sbcia
in nature. In other words, far from concluding withsted interests and ideology as our causal fgctor
we need to start with them. And there is the vasede of the nature of ideology itself, on whick se
Section 6 where it is discussed in the contexirarfcialisation.

Of course, this is little more than a stale re-ofithe relative merits of methodological
individualism and methodological holism. As | halemonstrated elsewhere, as a matter of formal
logic, there are profound difficulties in runningth of these methodologies simultaneously, Fine
(2006b). In general, social properties such asdiguand finance, let alone institutions more liftya
however understood, cannot be derived from aggmgater sets of individual transactions, market or
otherwise, however motivated and well- or ill-infoed. In short, although there are many other
reasons for this in and of themselves and by wapeoduasion, if vested interests and ideology are o
objects of study, we need to start from the saal not from the individual. | would add it is also
necessary to cast our net a little wider. It mditds sense to address the vested interests audagy
of finance in isolation from other interests andatbgies, vested, naked or otherwise.

In the next section, | offer a shockingly brief oview of Marx’s theory of the circuits of
capital. This is in order to be able to locate ffica within a political economy of capitalism. Trgs
done in Section 4, following a brief discussiorpof/erty in Section 3 emphasising its complex and
contextual character. Section 5 characterisesutrertt period of capitalism in terms of
financialisation, being at most suggestive oveiniglications for development and poverty. Follogin
discussion of ideology in Section 6, concluding agks make brief reference to South Africa.

2 Marxist Political Economy

How are we to identify vested interests? | undertdiis task through a rehearsal of Marx’s
political economy. | am reluctant to do this to théent that such material is readily accessibkhdse
that are willing to seek it out, Fine and Saad-#-i{2004) for an elementary account and Marx’'s own



voluminous works for preference. | will attemptdiaw out some implications for finance, poverty and
contemporary prospects for development. Marx’s owderstanding of finance depends upon the
notion of money capital, the advance of money Mtlier purpose of receiving a larger returri=M

M+m. The issue is how can this be done in an ecgriarwhich all commaodities exchange at their
values. Marx’s answer is that there is a commothifypur power, or the capacity to labour that salls

a value that is lower than the value that it cdnttés. Jumping straight into Volume Il of Capithis

is represented by the circuit of industrial capis&le Figure 1 — figures at end. Here money capital
within the sphere of exchange purchases commauityts or constant and variable capital, C and V.
These enter the sphere of production as productipéal where the value contributed by labour power
exceeds V to the extent that it can be inducederaed to do so, yielding surplus value, S, infthm

of commodity capital, CThis can then re-enter the sphere of circulatiiolme sold for M The circuit

can then be renewed, potentially on a greater $icalés reinvested.

For the moment at least, | am not concerned wilgihantitative issues of whether
commodities exchange at their values or labour tiimgroduction and how those values are
determined, nor with the qualitative issue of wisaheant by the labour theory of value. Ratheml a
merely highlighting the structured process and saqge by which Marx comprehends the circuit of
industrial capital, with its motion through mongypductive and commodity capitals, and its
separation of that motion between spheres of ptamtuand exchange. Of course, once interpreted in
these terms, starting with money capital is arbjtess is the opening and closing of a circle.

For this reason, | am pleased with having captitad<’s notion of a circuit in diagrammatic
form, Fine (1975) for the first time. | am even mq@leased to have done the same for the circulation
of capital as a whole that Marx presents in Volum&his involves bringing together the different
sectors of the economy, crudely aggregated intameficonsumption or sector 1 and means of
consumption or sector 2, Figure 2. Realisationosfimodity capital for each of the individual circuit
involves sale within its own sector or to the otkector. This means that ¥nd \4 are spent on £c
and G are spent on £; and for simple reproduction when surplus valyeSsis also spent on
consumption ¢, we obtain the famous formula; ¥S= C,.2 With LHS greater than the RHS,
production of means of production exceeds replactna@d there is growth or accumulation of capital
or extended or expanded reproduction in Marx'sgven, the latter two not being the same, one based
on unchanged the other on changed conditions afyat®mn, see below.

The reproduction schema can and have been intecbasta condition for equilibrium in two
different ways, Morishima (1973) for example, withich, with a major reservation or three, | have no
quibble. The first equilibrium interpretation is a®alance between commodities as use values, the
modern equivalent being a von Neumann growth mdde. second is the balance between
commodities as exchange values, the dual of vonrden in the price system. | have carefully used
the term balance here rather than equilibriumisa §uibble, because the latter carries connotatadn
no change and even full employment. There is nb puesumption in Marx’s schema as they are
represented in value terms independent of the patéevel of economic activity, and equally
independent of the overall quantitative size oftiakance in the next period. It is after all, astre
interpretation of Marx that places him in the rofeequilibrium theorist.

In addition, for Marx, the commaodity is not onlyaugalue and exchange value but also value.
For him, there is a balance of values, betweetattaur times that have gone into the productiothef
commodities. Without exception, within mainstreatomomics and within much of the literature
sympathetic to Marxism too, this has been integutets a Ricardian embodied labour theory of value,
and hence of price, possibly modified. The leadamyesentative of this view from within orthodosy i
Paul Samuelson (1971) who, correctly, observesthgabalance could equally be interpreted in these
terms by reference to anything else that is emhbidi¢he production of commodities. We could have
an iron theory of value or, apt in this age of glblvarming, an energy or pollutant theory of value
which balances are established between what gaewinvhat comes out in the circulation of capital a
a whole, and its implications for global warming.

Whilst accepting that the reproduction does invalakie (and other use value) balance, this
is, however, to overlook the qualitative naturéviairx’s value theory, its historically and socially
specific content. For him, capitalist commaodity gwotion is the only mode of production for which
different labour times within production are sysatitally and pervasively brought into equivalence
with one another through the market. It is a quatitie relationship but it is also one that estdtiis



direct or indirect connections, or social relatidmstween everyone associated with productionhier t
market.

But what exactly are those social relations? Atgtend level of the capitalist mode of
production itself, there are the class divisionsveen capital and labour. As already seen, these ar
themselves attached to the circuits of industiéalital in a definite structure and process of
reproduction. Crucially, the source of surplus eakito be found in the sphere of production, dued t
process by which workers contribute value over @malve the value of labour power that has
purchased their capacity to work. The results if éxploitation are realised in the sphere of ergea
itself a necessary aspect of the reproduction pitaleand which can either facilitate or impede the
reproduction as is recognised by the vast majofigconomic theory. Thus, full employment
equilibrium aside, malfunctioning of the macroecmyacan be interpreted as insufficient demand
derived from G+C, for the Keynesian investment multiplier, oW ,+S,+S, for consumption-led
ineffective demand. The negative impact of distiimal struggle can see, ¥V, and $+S,
as in conflict over the distribution of a givenioatl income cake. And last, but most apposité¢o t
purpose here, the financial underpinnings of theutation of capital depend upon the comings and
goings from M that appears at the centre of th@ewedc universe in the schema of reproduction, most
obviously in the Keynesian liquidity trap and fa#uo release money to run and not just lubridage t
circuits, Fine (1975).

In short, value relations are felt, or are expedss take the form, to use the vernacular,
through the entire schema of reproduction andpingiso do have material effects. They are not just
images of value. So far, though, attention has lceafined to the structures and processes of
reproduction and not the dynamics. For this, infitet instance, it is necessary to return to what
have previously skipped, Volume | of Capjtahere Marx examines in great theoretical and aoai
details how surplus value is produced for the sploéexchange — deploying concepts such as absolute
and relative surplus value, respectively, extendirgwork that is done for a given value of labour
power, and increasing productivity in the productid wage goods, respectively. This ultimately kad
to an account of the factory system in which, toipin orthodox terms, productivity increase isbd
upon an evolving configuration of economies of s@id scope. Through the use of machinery, labour
is enabled to work up more and more raw matensts autput. Competition requires that producers
engage in the accumulation of capital in orderd@@ble to preserve value of existing capital lehal
expand profitability. Capitalism is inevitably basepon both expanded reproduction and a
restructuring of value relations (and correspondirghange and use value relations).

Marx goes much further though than detailing howathe calls the specifically capitalist
mode production develops, the factory system basatdachinofacture. He also draws out
implications for the capitalist economy and socisiyre generally. He argues that the credit system
arises as a means of forming “social capitatiaking the capital of society available to castalin
general so that the process of accruing econonigsate and scope is heavily promoted. There is a
process of combined and uneven development, nsit bedween town and country. And the
organisation of labour at the point of productidfers the opportunity for it to form trade unionsda
as a consequence, political parties for its owmasgntation.

Two important consequences follow. The first istttihe dynamic of the capitalist economy is
one in which both immediate value relations andt thig|achment to broader economic and social
relations are continuously in a process of restinirng, a point forcibly made in his own way by
Schumpeter in his appeal to capitalism as depengmnt waves of creative destruction. Second,
despite the demands made by accumulation on thegeto and social fabric, capitalism is capable of
economic reproduction and expansion as is demaedttey Marx through his reproduction schema.
Essentially, Volume | of Capitalemonstrates the economic and social stressesapislist
production creates through the accumulation ofteapfolume Il presents the most immediate
economic mechanisms for accommodating those str@ssevell as the possibility of economic
breakdown should the circuits of capital be intpted or not coordinated. Volume Il of Capijttd
which | will turn below, puts the other two Volumesgyether and examines the consequences of
accumulation in a more complex fashion.

3 Poverty

What is the significance of this for poverty? Iwe emphasise initially how complex is
poverty, something widely recognised across tleedttre. First, there are problems of definition —



from absolute to relative poverty. Second, theegproblems of substantive definition, ranging from
income level through basic needs, capabilities,emilements, to democracy and freedom. Third,
there are problems of measurement, in compilingléta and in offering summary statistics for that
data. Fourth, there are problems of incidence vehdtl life-cycle, household, gender, age, location,
(un)employed, race, ethnicity, and so on. Fiftler¢hare problems of the meaning of poverty and
whether we impose an understanding or allow the pioepeak for themselves. Last, and by no means
least, the causal mechanisms underpinning povegtgganumerous as the heterogeneity of incidence,
Nissanke and Thorbecke (2007) for an account.

These considerations mean that the relationshipdas any variable, X say, and poverty is
not going to be simple. To suggest and investigtterwise is to suffer from what | term the XY-
syndrome, something extremely common at the WoddkBIf we take growth and poverty, we know
that the former is also extremely complex in iteed@inants, getting on for 150 variables if the new
growth theory and Barro-type regressions are tbdbieved. The XY syndrome suggests that despite
the individual complexities of growth and povetyand Y, far from increasing through interactive
effect when we put them X and Y together, that dexify simply evaporates. And, of course, putting
chains of XY reasoning together, XYZ syndrome, adequally simplistic prognostications.
Financial liberalisation leads to growth; growthds to poverty alleviation; hence, financial
liberalisation leads to poverty alleviation.

As indicated, | wish to avoid such reductionismt Bhat of Marx — is he not guilty of such
postures, not least in the idea that capitalismteeimmiserisation of the working class? Sucheavi
is to be found in the Communist Manifestb1848, but this predates the publication of Mamature
political economy by twenty years. Marx does deighthe problem of poverty or pauperism in
Volume | of Capital And he offers both a sophisticated and a hedéljged analysis. He situates the
relationship between capitalism and poverty in teaha heavy critique of Malthusianism, rejecting
the idea that there is such a law of populatiode&d, Marx’s view is not simply that this law dowed
hold but that the nature of the laws governing paipon are historically variable. For capitalistet
law is not about rates of growth of population tha necessity for unemployment under capitalism
irrespective of whether population growth is fasslow. For Marx, capital accumulation both creates
unemployment as some capitals are forced out ohbss by competition; and capital accumulation
depends upon unemployment in order that thergaohof labour on which to draw where
accumulation does take place (and Kalecki is fanfioukaving suggested that unemployment is
necessary to sustain discipline over the workforce)

Otherwise, Marx’s theory of unemployment, or theemge army of labour as he calls it,
identifies three separate components. One is tlairflg, those temporarily unemployed but liable¢o
reabsorbed into the workforce as job opportunpiesent themselves. Second is the latent or those
who are not or have never been wage-labourersrbyiaiential sources of an expanded labour force.
Marx, at the time, has the peasantry in mind, lvet the past few decades, it is attractive to tloihk
married women returning to work as part of the nesarmy as well as those involved in urban
migration in the developing world. The third sentiof the reserve army is those who are unsuitatle f
work by virtue of age, injury, demoralisation arda. It is_withinthis Lazarus-like section, alongside
the reserve army more generally, that Marx idesgithe sources of poverty. This is sufficiently
important to him that he offers his conclusiontia following terms, emphasis in origirfal:

The more extensive, finally, the Lazarus-layerthefworking-class, and the industrial reserve
army, the greater is official pauperisithis is the absolute general law of capitalist
accumulation.

In short, the degree of poverty is contingent ugensizes of the reserve army in general and of the
most degraded section of the unemployable. In madipoverty can be interpreted to be left to be
defined by “official pauperism”.

Now this law is indeed so general and heavily domted that it would be possible to read off
contemporary notions and incidence of poverty figraspecially for the unemployed across the
developing world. This must be resisted for follogrion from above, Marx suggests that:

Like all other laws it is modified in its workingybmany circumstances, the analysis of which
does not concern us here.



This is significant for two reasons. First is tdicate that by law Marx does not mean some fixed
empirical outcome or relation. Rather, for Martaw like a tendency is an underlying force opexatin
in society whose outcomes need to be examinedghrtheir more complex effects including the
influence of other factors. Second is to indichg Marx is offering a framework of analysis for
linking the accumulation of capital to the incideraf official pauperism. These considerations &l
of importance in examining the relationship betwéeance and poverty.

4 Finance

As mentioned, Volume Il of Capitéd concerned with the interaction between theesesl
provided in Volumes | and Il. This concerns theottyeof price formation (or so-called transformation
problem) and the law of the tendency of the ratprofit to fall and counteracting tendencies. Eath
these has been extraordinarily controversial aljhpgenerally, separately so. | do not want to esklr
those controversies here, and my positions on thémey than to assert that they are integrallytedla
and are together concerned with whether and howtbemulation of capital identified in Volume |
can be sustained through the coordinating roleguldyy the sphere of exchange. In addition, Volume
[l deals in the role of capital within the sphefeexchange as well as with landed property, both
attached to how surplus value is distributed acfieggions of capital or vested interests.

Marx’'s theory of finance takes the structural sapan between spheres of production and
spheres of exchange as starting point. Money dagataalso be utilised within the sphere of exclegang
purely for the purpose of facilitating exchangeisliB most obvious in case of merchant capital, for
which specialised traders buy and sell at diffepgites, the difference covering costs and profitgb
For Marx, merchants buy commaodities below value sglticommodities at value since they
themselves produce no value. In formal terms,rehisses the rate of profit down relative to what it
would be if trading were costless. For total socegital, with usual notation other than B as manth
costs and K as capital advanced over and above this (to pueciiag sell the commodities):

r=(S-K)/(C+V+B+Ky)

There is no reason why the rate of profit for marttcapital should not be equalised to that of
industrial capital since, if otherwise, there wobklflows of capital in or out of merchanting jast
between sectors of industrial capital. Not surpght, though, the rate of profit is reduced by prese
of merchant capital, and would be higher if it wkgs. But, of course, the same would be true if we
could reduce C or V for industrial capital. Thissdmot mean that it is advantageous to do so. The
point of merchant capital is that there is a dosof functions between capitalists, and this etuce
the costs of circulation relative to industrial italists managing it for themselves. Nonetheldsset
is the logical possibility of over-extension of raeant capital, of replicating costs as merchargg se
both to appropriate and create opportunities fta. Sehis is transparent in the numbers of estagaitag
competing for the same business or in competitilkedising to the extent that it leaves overalésal
and (imagined) use values unchanged.

But | want to focus on a different point thatassed by Marx in terms of where to locate the
transport of commodities. Does this lie within gphere of exchange (as part of merchant capital) or
within the sphere of production (as part of indiasizapital). Marx tends to see it as a productive
activity but one undertaken within the sphere aff@nge. There is an interesting methodologicaltpoin
here — that, having structured the economy arophdrgs of production and exchange, these are not
held to rigidly, and there can be hybrids of tligtsThey are a logical possibility, opened up oy t
analysis itself and, equally, there could be exgkaactivity undertaken within the sphere of
production, as with advertising for example wherdifyong the product or its manufacture. But, at
what point or in what circumstances do such hybmgert to being pure, conforming in type to their
location.

This cannot be answered by reference to the nafute activity itself but only empirically.
If transport is an activity, for example, primardgordinated within the sphere of exchange by
merchants deploying their own capital for that sgy then this transport capital would appear to be
part of merchant capital. If, on the other hanansport is dominated by separate companies deliyeri
both for producers and merchants, it would apgearthis is activity within the sphere of produatio
Clearly, this can vary across sectors of the ecgnamd over time, reflecting the evolution of capita



accumulation over time and whether access to fimémcparticular companies has dictated building a
new store, a new depot or the purchase of meatnaraport connecting them.

In orthodox terms, this concerns the economiegaksand scope across producing,
transporting and trading. Where it makes a diffeeeis across the rhythm of accumulation for which,
if there were a trade crisis or depression, theaichfs liable to be that much greater the morevitiets
fall under the wing of merchant capital. It is figading and transporting are bankrupted
simultaneously rather than just the one (altholngine may be greater resources for tiding over).

This might appear to be of limited and uncertagngicance and | have only discussed it in
order to shed light on similar, if not identicabnsiderations that apply in the case of finance. Fo
Marx, with the emergence of finance, money cajgigal be made available to investors in the form of
what he calls interest-bearing capital. This i®aegic term for the money capital that is loanadtie
specific purpose of undertaking or extending amstdal circuit of capital. Marx’s theory of intese
bearing capital has eight fundamental featurest,Rirhilst they are mutually interdependent with
industry producing surplus value and interest-lmgpciapital financing it to do so, there is a canftif
interest between the two. This is reflected, seconthe division of surplus value between profit o
enterprise and interest. One can only gain atxperese of the other. Third, as industrial capitslis
compete by accumulating, by scale of operation badgce by access to interest-bearing capital, so
competition_withinthe sector of finance is different. For, whilstté can be formation of new financial
institutions, this will be tempered by the unwillimess of those operating in the financial sectaffeer
the capital to create a rival. Fourth, competitigthin the financial sector depends upon gathering
surplus money capital and loaning it to industcagbitalists. Competitiveness of individual and klo¢
finance, national financial systems for examplgetls upon how restricted or not on the conditions
under which loans can be made. Greater restrichotts decrease the vulnerability to crises and the
capacity to finance profitably.

This point bears further discussion as it is urda#ly recognised across the financial literature
and financial practice. But its significance witiitarx's approach is distinctive. In case of intéres
bearing capital, a loan is made in order to irgtiatcircuit of industrial capital for which the pikaction
and realisation of surplus value is prospective agco means, guaranteed. The division of that
surplus value between interest and profit of emisepdepends upon the successful completion of the
circuit, without which one, other or both of intet@and profit must suffer, a reflection of the dmfof
interest between the two fractions of capital.

Fifth, then, in this light, Marx argues that intstrbearing capital necessarily gives rise to what
he terms fictitious capital. This is not a capitat does not exist but a paper claim to the ovinersf
capital that exists independent of the capitalfiisematerial terms. Of course, there is the poitisy
that interest bearing capital will be advancedtentiasis of entirely corrupt and fictional schemvéh
no possibility of generating the rewards anticigafehis is not generally the case. Nonetheless, the
financial system does proceed on the basis of papiens to rewards that have yet to be realisedl, An
such fictitious capital is itself traded in finaatmarkets.

Sixth, this leads Marx to ask the question undeaitveircumstances is an accumulation of
fictitious capital a real accumulation of capitalis, of course, not possible to give an answecesithis
depends upon outcomes and not upon intentionsnAige attempt to make profit out of an industrial
loan may fail. And loans made for non-commercialjses, to fund consumption for example, may
allow an industrial enterprise to reap its own attter’s financial returns from the realisation of
commodities produced. More generally, as emphasigedarx himself, the financial system can be
extraordinarily powerful in mobilising and allocadj finance for the purpose of real investment. But,
by the same token, it can both trigger and ampliGhumental crises.

Seventh, this needs to be situated in the confeMiaox’s theory of accumulation and
reproduction. For this, commodities are always peaduced in value as accumulation generates
productivity increase, and this means that cap#edsbeing devalued even as they are expanded
through accumulation. So devaluation is the consecgi of the production of surplus value. But, ® th
extent that the latter fails, the accumulationictitious and real capital diverge, and the capgathat
Marx terms depreciated, effectively destroyed duped by the failure to produce surplus value rathe
than because it has done so in a world of declinalges. Generalised devaluation of capital is
synonymous with a period of successful accumulatégemeralised depreciation is the result of



financial or other crisis. It sharply raises theuis of whether real or fictitious capital, indusbry

finance, will bear the costs of adjustment. Siguaifitly, Marx draws the distinction between extended
and expanded reproduction as part of his “growtioty’. The first corresponds to growth on the basis
of existing value relations, the second acknowlsdbat growth must both reproduce value and reduce
values, a systemic source of tension.

Last, it should be emphasised that this is a higbbtract analysis in the sense that it focuses
exclusively on the pure relations between finanwkiadustry exclusively for the purposes of initigt
circuits of industrial capital. Marx is well awatteat, in practice, this process is embedded in @avh
range of other ways in which borrowing and lendime place, including a credit system with the
payment of interest without involvement of prodaati For this reason, he offers the term loanable
money capital to represent the ensemble of cretditions to which interest bearing capital is dtéat;
into which it is embedded.

This, however, brings me back to previous discussfamerchant capital and the issue of its
well-defined boundaries with industrial capitakinalytical terms but the ambiguity of those
boundaries in practice. The issue to be raisadasishow widely cast is fictitious capital in its
simultaneously symbiotic but antagonistic relatlipswith industrial capital. This is an empirical
guestion of considerable complexity, given the claxipy and diversity of financial markets, on the
nature of which | have barely begun to touch. Whatnambiguous is that the breadth and depth of the
accumulation of fictitious capital has been unpdecged over the past thirty years, as represented b
growth of old and new financial markets and insiitus, and the interactions between them. These
come on top of and, in part, underpin, the moreeg@reconomic characteristics of this period,
concerning slowdown in growth by comparison with gost-war boom, uneven patterns of growth
across the world economy, and shifting patterrtsanfe, finance and investment from which many
economies of the developing world have differehtiatffered.

At an abstract level, it is not difficult to suggése role that might be played by finance in this
context. First is that the accumulation of fictittocapital can proceed at the expense of real
accumulation, not least in the weight of resoudrdicated to the speculative activity bridging
different financial markets. Between them, New Yarid London employ over one million workers in
financial services, generating 25% of GDP in the. BKen for the most committed of neoclassical
laissez-faire economists, this must surely raisgbtioover whether such levels of resources are
required for the mobilisation and efficient allaoatof savings to investment, especially in new
technology means that productivity in financiahéegs has been higher than on average. Whilst
employment in financial services overall may notéhesen unduly, its concentration in particular
locations has been marked in terms of creatingquéat forms of urban development. Second, there
must be questions over whether such a financiatsys effective and appropriate in finessing the
devaluation and depreciation of capital. Third,tfo latter, the conflict between finance and itidus
is liable to be settled in favour of the preseiwatdf fictitious at the expense of real capitaluftb, not
least in the herding behaviour associated withritea it is liable to accentuate the uneven devetopm
of capitalism, Leyshon and Thrift (1995).

5 Financialisation

To summarise: as a system of accumulation, capitabk heavily dependent upon finance in
the form of interest bearing capital but this specple for finance is embedded, to coin a phrase,
other aspects of the circulation of commoditiesneyand credit.What is uniquely characteristic of
the current period of capitalist is the extraordinextent to which such embedding has been both
deepened and broadened. Such developments hawe thigliterature been best captured by the
notion of financialisation. This has been addres$smu a number of perspectives, but not always
explicitly since however much recognised as susleffects are inescapable. The explicit literature
financialisation is both limited and marginalisedrfi mainstream thought. For Epstein (2005, p. 3),
“financialization means the increasing role of fin&l motives, financial markets, financial actarsl
financial institutions in the operation of the dastie and international economies”. Stockhammer
(2004, p. 720) offers an overview of financialisati acknowledging that it “is a recent term, sl
defined, which summarises a broad range of phenanmefuding the globalisation of financial
markets, the shareholder value revolution andiigeaf incomes from financial investment”. His own
focus is upon “changes in the internal power stngcof the firm”, see below.



Before turning to this literature directly, thrieether elements need to be added. All are
addressed in Capitarlhe first is the role of the state as regulafdhe monetary and financial systems,
and itself as a major agent in the provision céficial instruments, not least through its own
indebtedness, paper bonds as a form of fictitiastal® Interestingly, in Volume | of CapitaMarx
polemically asserts that, “The only part of thecatled national wealth that actually enters inte th
collective possessions of modern peoples is - tiipnal debt”, Chapter XXXI, see below. Second is
the nature and role of world money, how it is et relations, properties and functions of money in
general are realised on a global scale in lighhefpresence of numbers of national currencies. And
third is historical specificity in relation to boti the previous two elements and their interaction
reflecting particular patterns of accumulation gi@bal level. In this respect, there are generally
identifiable and agreed historical periods in whicé role of nation-states and of world money are
distinct, most recently the rise and fall of theeBon Woods system, Arrighi (2003) for a deeper and
longer account for example.

The current period is one in which finance haseprexted across all commercial relations to an
unprecedentedly direetxtent. | emphasise direct here because the fdileamce has long been
extensive both in promoting capital accumulatiod amintensifying its crises, most notably in the
Great Crash of 1929 and the ensuing recessiorKigoner (2005, p. 199), in her overview of
contemporary financialisation in the United Stateseither necessarily “represents an entirelyahov
phase of capitalism ... [nor] do these data allowousgraw any conclusions regarding frermanency
of the trends documented here”. But, these redensaside, in qualitative terms, finance is difar
today because of the proliferation of both purahaimcial markets and instruments and the
corresponding ranges of ficititious capitals thatipe these to real activities. Most obviously, and
major element in the financialisation literaturspecially in the United States, is the drawingfin o
personal finance in general and of pension fungmiticular. Marx is clearly wrong about the natibn
debt being the exclusive asset owned by the gepemllace! As Langley (2004, p. 539) has put it,
citing Richard Minns, “it is this commitment to &hextension and growth of stock markets and
“liberalised” financial markets’ that has underpgdnpension reform initiatives in Anglo-American
state-societies over recent decades, also becarairical to the ‘model’ for reform favoured by the
World Bank and the Organisation for Economic Corafien and Development (OECDY".

As already indicated this fundamental featureasftemporary capitalism, other than in a
piecemeal fashion dealing in it bit by bit rathieat as a systemic property, has best been broaghed
the financialisation literature, limited in bothlume and influence, and practically non-existemt fo
developing countries. The work around Epstein (8aD5) is the most prominent, although more
important in some respects is the nearby initiatindinancialisation furnished by the ESRC Cenarre f
Research on Socio-Cultural Change at the Univedditlanchester, see especially Froud et al (2006).

From this literature, a number of important elersaran be teased out, not least from a labour
movement contribution concerned with the impadiraincialisation upon labour market conditions,
Rossman and Greenfield (2006). First is the risagiftutional investors and the extent to whicéith
interests have been channeled as more generalljimaincial channels concerned with “shareholder
value”, effectively the making of money out of owsigip as such as opposed to the making of
investments with real returns. In effect, thisasatknowledge the increasing importance of fiatisio
capital, with the presumption that, second, akficial institutions are embroiled in light of thsimg
significance of market analysts. Third, the remutb place financial restructuring and short-tesmmin
a position of precedence over long-term investrpéars and productive restructuring. Fourth, the
impact on wages, employment and working conditisnsevitably undermined as a high investment,
high productivity, high employment, high wage neigibroken in favour of low investment, low
productivity, low wage and casualised employmerstFfoud and Williams (2007) suggest, companies
have increasingly become perceived as a bundlsseftato be traded, an exercise in value capture as
opposed to value creation, p. 14. The result iéate a new cadre of intermediaries, continuously
financially restructuring enterprises, Folkmanlg806). As Perry and Nélke (2006, p. 566) put it:

Financial analysts gain power and traders/fund gersapay more attention to them;
enterprise managers lose power ... Most of the graisiin the financial system — i.e.
investors, savers, pensioners, future pensionergk@ns) — are not in the picture.

From Keynes’ euthanasia of the parasitic rentierane suddenly confronted with the heroic financial
entrepreneur, who creates nothing but fictitiousi@aErturk et al (2006).



But the highly publicised benefits that have acdrbeth to corporate management and to
those working in finance are real enough. As Ergirél (2004, p. 707) observe, “the explosive ise
CEO pay reflects the value skimming opportunitiebudl market euphoria” although bear markets are
not without their opportunities either. This hadtset in the wider context of financialisaticself
with two elements. On the one hand, the propouiocorporate profits as a whole being derived from
financial activity has been rising, so this is whearajor sources of rewards are to be found, Krippne
(2005). On the other hand, a point taken to beiafircarguing for the presence of financialisation
itself, non-financial corporations have been asgyuncreasing proportions of their profits from
financial activity. Stockhammer (2004, p. 720)particular, defines financialisation as “the in@ed
activity of non-financial businesses on financiarkets”, and finds that, “For France, financialisat
explains the entire slowdown in accumulation, far USA about one-third of the slowdown.
Financialisation, therefore, can potentially explan economically significant part of the slowdown
accumulation”, p. 734’

Stockhammer and most others explicitly connect dungimcialisation to the issue of who
controls the modern corporation. This obtains Isygtemically and at the level of corporate
governance itself not least, in citing Lazonick @i&ullivan (2000) as “retain and invest” gives way
to “downsize and distribute” in pursuit of sharedesi value, p. 721. Erturk et al (2004) set suchess
in the longer term perspective of managerialismividey from Berle and Means and the separation of
ownership and control. Far from shareholder vaigeifying the triumphant return of the shareholder,
it is apparent that financialisation has driverthp rewards for both financial corporations andtifer
management of non-financial corporations, with pog for fluidity between the two. In the era of
financialisation, CEOs within non-financial corptioas have conformed to its dictates and have been
correspondingly rewarded. Ertuk et al conclude ithateven less appropriate to look to them teela
wedge between real and financial governance thaastpreviously to see managers as exercising
control against the interests of owners.

For what has changed is the relationship betwewmfie and industry. As Rossman and
Greenfield (2006, p. 2) put it, citing Stockhamrer:

Of course, companies have always sought to maxiprizi. What is new is the drive for
profit through the elimination of productive caggc@nd employment. Transnational food
processors, for example, now invest a significalatlyer proportion of their profits in
expanding productive capacity. Financial market&yodirectly reward companies for
reducing payroll through closures, restructuring aatsourcing. This reflects the way in
which financialization has driven the managementasf-financial companies to “act more
like financial market players”.

Such considerations have understandably led te-®qrupation with the relations between private
capitals, and financial and non-financial corparasi, at the expense of the role of public finanw a
world money, although these are addressed in titeeture, macroeconomics for the mainstream.
Inevitably this literature is both vast and obliqonéts approach to financialisation for, as Dunhémid
Lévy (2005, p. 17) put it, “neoliberalism is theeaogical expression of the reasserted power of
finance”. Thus, financialisation is the subjecttifof the literature on neo-liberalism, globalisatand
stabilisation, critical or otherwise.

What is apparent empirically, irrespective of hibvs situated analytically, is that the current
world financial system has become even more depemtethe US dollar as world money even as the
US economy itself has experienced relative dedliree global level with peculiarities of its own.dn
couple of papers, Eichengreen (2004 and 2006)ddressed the nature and significance of this fer th
continuing stability of global financial marketsisHnain conclusion is that, to the limited extdratt
the current system can be interpreted as compat@btie Bretton Woods system of the post-war
boom, it is liable to enjoy a much shorter life1speith prospects for instability and systemic chang
on the horizon sooner rather than later.

Across his analyses, Eichengreen does not offelladefined theoretical position but that
does not mean there is an absence of analyticédbiHe seems to accept, for example, that the
current system might be sustained for as long @sadb willing and able to exploit surplus laboar t
underpin a trade surplus with the United Statestaratcept dollar-denominated assets in returntel he



are a number of important issues here. One isrtiphasis upon the capacity to sustain accumulation
through particular financial relations, althougkrhis no reason why this should be confined to the
Chinese reserve army of labour. Indeed, as Eicleengs at pains to point out, it is not just Chimat

is exporting to the United States in return forcitsrency. This is one reason why he anticipates
instability sooner rather than later for the pditf@f (Asian) countries to whom the US is indebied
perceived to be heterogeneous and, consequersityalde and willing to underpin a collective wil i
support of the US dollar. This is contrasted with greater uniformity of purpose and stages of
development across western Europe and Japan f@rétesn Woods period.

For the current period, this indicates just theitneiggs of a broader understanding of how
sustaining accumulation across the world involvasymrmore considerations than the extent of cheap
Chinese labour, with different countries situatediierent stages of development, sectoral
compositions and dynamics, and with differing stimues and processes of economic and social
reproduction. These factors benefit from much tesssideration than those concerned with how they
are complemented by finance. For Eichengreen, tihekade the capacity of private flow of funds to
respond very quickly following crises, greater rand extent of foreign holdings and speculation in
capital flows, lesser control over these privatev, and the extent to which this has all beenedrivy
the new technologies associated with financial migrknd its dealings.

As indicated, Eichengreen’s account is motivateddytiny of the prospective stability of
the current financial system. At most, the consaqador poverty are implicit, but they can be telse
out. First is the observation that the weaknesh@fJS dollar has induced developing countries to
hold dollars in line with export-led growth. Thisin part a result of the increased potential nista
that has accompanied both the weakening of thadafid the liberalisation of national financial
systems. Eichengreen (2006, p. 5) observes:

The uses to which developing countries have petidorfunds are very different than in
earlier years ... emerging countries ... put into iméional reserves every single dollar of
private capital received in the last five yearspety from the rest of the world.

By contrast, continuing the te:

Traditionally, a not entirely desirable side effe€tapital inflows has been a spending binge
by governments, firms and households which hasdrup the real exchange rate,
undermined export competitiveness, and diministeibnal creditworthiness, often
precipitating a crisis. Spending by credit-consieai governments and households has been
procyclical and capital inflows, by relaxing thainstraint, have amplified their response. In
the first decade of the 2tentury, in contrast, the story has been differéne entire private
capital inflow - and more - has been set asidéénform of international reserves rather than
being used to finance additional purchases of aoeswaurables by households, to underwrite
a construction boom, to support inefficient corperavestment, and to finance government
budget deficits.

Leaving aside the cynicism, warranted or othervasiached to how such reserves might otherwise
have been spent, this is indicative of developimgntries coming to own their own National Debt or,
more exactly, that of the United States. This issimply a distributional support to the United t8ta—
the rich exchange paper for the products of the pabis also a system at the expense of the
potentially developmental goals and provision —dedwld consumption, construction, corporate
investment and budget deficits, all handmaidensoekrty alleviation.

Second, though, the impact of these financialngeaents runs deeper still. For their origins
lie in the liberalisation of financial systems untlee Washington Consensus. As observed, thisgaas |
paradoxically both to the need for higher and hidéeels of reserves and to the corresponding
funding of US indebtedness. And, as observed blgegigreen in his own way, once opened up in this
fashion, capital markets incorporate a momentutheif own, p. 18:

Policy makers in emerging markets thus see capitabunt liberalization as part of the larger
process of economic and financial development. Epgyreciate how globalization reinforces
the fundamental argument for liberalizing interaaél transactions: as a country is more
deeply integrated into the global economy, it agnaentive to specialize further in order to



capitalize on its comparative advantage, in turkingafinancial diversification more valuable
as a risk-sharing device.

Thus, the impact of neo-liberalism in promoting italpaccount liberalisation offers some explanation
for the rise of US indebtedness — higher savingnierging markets in the form of dollar-denominated
reserves, and the corresponding lower levels afstment in the public and private sectors.

Third, though, in the last decade, there has bearething of a reaction against neo-
liberalism, with the Asian and other crises hayingmpted a more cautious approach, p. 18/9:

But policy makers in emerging markets also absothedesson of the 1990s that financial
opening should proceed gradually and be carefelfjpuenced with other policy reforms. A
one-sentence summary of the lessons of the Asisis & that capital account liberalization in
advance of measures to strengthen domestic filameikets, reform corporate governance
and adapt the macroeconomic policy regime to thpenatives of open capital markets can be
a recipe for disaster. Taking these lessons ta,hemerging markets have moved away from
pegged exchange rates, adopted flexible inflatiogetting as a framework for monetary
policy, and strengthened their budgetary institgiorhey have recapitalized their banking
systems, strengthened supervision and regulati@hreformed corporate governance to pave
the way to life with an open account. The quesisowhether these reforms have proceeded
fast enough, given the growing exposure of thednemies to international capital flows.

But the learning of these lessons is not to hastred the status quo ex ante. On the one hand, the
financial markets have now been liberalised andtfan in entirely different ways requiring differign
possibly more extensive intervention to preventthieom being destabilising. On the other hand, as
only vaguely hinted at by Eichengreen in termsliaraative uses of resources and the developmental
ideology of policy makers, these changes reprabersupport of financial interests and activities
against those of others. This does itself sugdstthe study of the global and national financial
systems in terms of a parsimonious account ofdlaions between nations is entirely inappropriate.
We have witnessed the excesses of financialisatibberalising financial markets, and we have seen
the financial elite and its activities extendedhassult. Renewal of intervention, regulation aodtrol
has to be seen in this light rather than as adgtiaiimore sensible and balanced approach to aolgiev
some sort of neutral target of stabilisation. AsMitthael (2004, p. 19) puts it, “the preservation of
money value increasingly governs institutional ficdiin global and national arenas, generalizing a
cycle of liberalization and crisis management tigito structural adjustment, at the expense of
sustained social policies”.

6 ldeology

“It's identity, stupid. Not cost and benefit, p. 52.
“But economists, whether conservative or radi¢ahk the answer to a ‘why’ question is always ‘some
material advantage™, McCloskey (1999, p. 148).

As is well known, ideology is about understanding @romoting something other than it is,
of painting a partial picture in both senses oftdren, of presenting special interests as the skauwr
general interest, or vice-versa, and as inevitabilayoidable, natural even, TINA. Ideology involaes
mixture of power and persuasion, hidden and oeé¢recluding as well as denying and preventing
alternatives.

Whilst | am not a fan of the notion of path deperme because of its tendency to adopt a
limited approach to the incorporation of the hiitalk, it does offer some sense of the inertia taait
attach to ideology (although this property shoudtilve taken as sacrosanct as beliefs can change ver
rapidly, especially in wake of changed circumstahcas an ideology, neo-liberalism is like a badeca
of wind — you are never quite sure when it is cusd the effects do linger for some time afterwards.
And, as just seen for capital account liberaligattbe sins of the past, once recognised, stilehiawbe
accommodated. The most important platform in nberhl ideology is that markets in general work
well, and financial markets in particular. So.tifs accepted that markets do not work perfectly, t
slightest step in reforming neo-liberal ideologyaspay attention to making them work well.

Whilst the focus in the macro discussion has beetred on “emerging markets”, this
represents a heterogeneous set of countries winene ias inevitably been, with financialisation, a



strong element of trickle-up and across to semarftial interests as opposed to a flood down teeser
the poor. Much the same is true in extending tlayais to the poorer developing economies, although
the incidence and impact of financialisation wil bighly specific to country circumstances. But if
vested financial interests are being served bynfirsisation, how do those interests get to be &fm
and how do they get to be represented. In othedsyavhat is the ideology of financialisation in the
wake of an apparently increasingly unattractive-liteeralism?

As indicated at the outset, the market imperfectipproach to finance can ultimately lead to a
focus on a duality of vested interests and ideal&yy from where does the latter derive and in what
way does it relate to, and conform or not, to thsted interests that are its partner in crime? The
mainstream approach to such issues is to see gieakthe result of individual choice, in pursdit o
self interest. As argued elsewhere, this is thie &awpted by the highly influential Douglass North,
leading to the transition from the principle ofginig (of scarce resources) to the pricing of ppiei
(beliefs shift in response to vulgar self-intereBthe and Milonakis (2003) and Milonakis and Fine
(2007 and 2008). For the recent work of Akerlof &menton (2000) on identity, for example, this is
broached through choice over available social ileatin maximising utility. This opens the
remarkable prospect of ideology as identity itsdimately determining outcomes whilst, at the same
time, there being no theory of ideology itself attiean as an endogenously chosen set of beliefs to
which optimising individuals attach themselvesdbpt the ideological mantle of financier becauss it
in my interest to do so. But how are such beliefsned and what gives them the shifting meaning that
is attached to them. Significantly, over the lopgrs of his evolving position, Douglass North has
recognised this issue, ultimately being driverti® ¢onclusion pricing depends on property, property
on institutions, institutions on ideology, and ittegy is a product of individual neural mechanisms i
response to external stimuli. More generally, theice approach to ideology can be complemented by
motivations or factors other than self-interestthein there is the problem of indeterminacy over
whether and where rationality or “irrationality”quail in material and ideological decision-making
quite apart from indeterminacy in equilibrium comégions of behaviour and beliefs — a field day for
path dependistas. There is also the further proltet whether ideology is simply chosen or not, it
has to be created by someone. As North has ultiyneeognised, where did the idea of property sght
come from in order that they could be chosen ireade of their existence on rational calculation of
costs and benefits.

I do not wish to dwell on these issues other tiogmoint out that such an approach to ideology
both suffers irresolvable conundrums of its own mgKstarting point in individuals) not least by
seeking to incorporate variable motivation int@ehtnical architecture designed to address chaiee fr
fixed preferences, and it fails to get to firstdas relation to the huge variety of insights oeabbgy
that are commonplace across other social scieaspsgially but not exclusively in the wake of
postmodernism. My own work in this area has beeethan two fundamental pillars. The first is to
take ideological relations as starting point, véittmething of an Althusserian origin. This is not a
system of beliefs but the material relations, dtres and processes, and corresponding experieénces,
which agents are situated and are engaged asdtseftiathose belief systems. Possibly the most
famous example of this within Marxist political exony is the notion of commodity fetishism, that
social relations between producers appear asaetalietween things, something that they really are,
inescapably so for the individual with correspomdimplications for reification and alienation. Har|
in outlining the circuit of capital, it was obsedvBow it does itself give rise to economic procedbat
are at best partially reproduced in thought, aeg@requilibrium theory or Keynesianism for example
This is not to descend into some form of relativsnce all ideology has some correspondence to its
object of beliefs. But there is no guarantee adrimal conceptual consistency nor of conformity to
totality of experience. Thus, general equilibriusguires the fiction of the Walrasian auctioneed an
prices including distribution, as marginal produd#sl to delimit such categories historically.

Emphasis upon ideological relations offers an irtgpa preliminary to the study of ideology.
| have emphasised a number of fundamental feataneshave dubbed them the 8'€&leology is
constructed, construed, contested, collective, radittory, contextual, closed, and chaotic. Fiibie
drift from) neo-liberalism is constructed not simpls a set of beliefs idealising the role of thekat
at a global level, or not, at the expense of th®nastate, it also needs to finesse how the markdt
non-market do or should interact, not least inti@tefor example to the role of politics (and whath
markets take precedence over democracy, howevemight be constructed). Second, it follows that
neo-liberalism is construed, open to differing iptetations. Third, by the same token, it will be
contested not only amongst those to whom it dopsabut also by those to whom it does not. Fourth,



neo-liberalism is an ideology for which there idlective attachment, or not, across organisatios a
politics. Fifth, neo-liberalism is contradictoryotnin the sense of inconsistency of belief, buttzelew,
so much as being subject to irresolvable tensienised from economic and social outcomes and
change. Free markets can only work if they are stipg to do so by state intervention. Individual
freedom grinds out freedomless poverty, and s&oth, neo-liberalism is contextual, meaning
different things in different circumstances. Sebemeo-liberalism is closed in the sense of indy@n
even precluding alternative patterns of thoughtpif all those that contest it. So it fundamentaéys
an agenda of (im)perfect state versus (im)perfeoket, its own opposition as well as itself. Lasbh
liberalism is chaotic in light of the previous elents. There is no reason to believe that it widpthy
coherence and consistency.

Elsewhere, | have discussed this last point iati@h to the rhetoric, or advocacy as the
Deaton Report (2006) would have it, scholarship pwiity of the World Bank (to which could be
added realism). | have argued that these are wessarily mutually supportive but nor are theylipta
independent of one another. Moreover, how theyate differs both from one application to another
and over time. | have demonstrated this in relatiosocial capital, privatisation, financial
programming and the more general transition fronshifagton to post Washington Consensus, Fine
(2001), Bayliss and Fine (eds) (2007), Fine (20@6@) Jomo and Fine (eds) (2006). As a general rule,
whereas the Washington Consensus offers the priospextensive discretionary intervention under
the guise of non-intervention, the post Washingtonmsensus provides a wide-ranging rationale for
economic and non-economic intervention in case arket and/or institutional imperfections. This
gives it the power, in principle, to contest thedhagton Consensus on a piecemeal basis. But it
shares in common with it the goal and analyticatpe of making markets work better.

As such, especially with the slippage between lsecblip, advocacy and policy in practice,
there are extreme limitations on the capacity effibst Washington Consensus to combat either the
vested interests or ideology of (global) financekithg markets work in general increasingly means
making financial markets work in particular. In e of financialisation, this entrenches new modes
of corporate governance and assessment of perfeanprivatisation and state support to it rathanth
public provision, lack of coherent and systematituistrial and agricultural policy, pressure forruse
charges for health, education and welfare, andiprito macroeconomic austerity to allow for
liberalisation of financial capital. As already iodted, the vested interest/ideology approach ddriv
from market imperfection economics is both misgdided fails to get to grips with the systemic
advance of financialisation and might even be thbtig promote it. For Langley (2004, p. 541),
“invigorating the concept of financialisation rerps that we recognise that particular but related
discourses of economy are central to constitutimgnicialised capitalism. The cultural making of
financialised capitalism is not only derived fronaimstream academic (neoliberal) economics, but also
includes the theory and practice of the likes ohagement, accounting, advertising, marketing and
insurance™® To this might be added the whole development etudind policy industry! And, for
accounting in particular, for example, far fromrgea politically neutral instrument of efficientdan
effective policy making, Perry and Ndlke (2006568) find that recent shifts in international
standards towards fair value accounting increa§iegseacy only if, “one defines efficiency purelni
pecuniary terms ... [and] one measures such pecuefficiency exclusively from the perspective of
the financial sector”. Thus, “this reflects andhferces changed relations of production in whiah th
financial sector increasingly dominates the progecsector, nationally institutionalized economic
systems are undermined, and new forms of econgppimariation are validated”, p. 581.

7 Concluding Remarks

This is not to suggest that neo-liberal policie sweep homogeneously across a globalised
world, nor fail to be reversed. Krippner (2005203), for example, acknowledges the ambiguity for
outcomes as, “increased openness generates deframdsitizens for ‘protection’ from the
vicissitudes of international markets ... but too mopenness may embolden business interests,
constraining the ability of the states to respanduch demands”. Welfare programmes in South
Korea, for example, were expanded in responseetdiiancial crisis, and the globalisation literatis
marked by pointing to the continuing salience & tlation-state and heterogeneity in interventioms a
outcomes, especially in the field of welfare pramis Kasza (2006) for an overview. Financialisation
has shifted the modes of interaction and balang@wier across vested interests, together with
corresponding ideologies, but it does not rigidéyetmine outcomes.



As a policy advisor, | experienced the full weiglithese vested interests and their ideologies
in the early 1990s in South Africa. Across the lp#ine programmes for health, education and welfare
and industrial development were heavily resistatidistorted both by hugely powerful domestic
conglomerates seeking to internationalise followsagctions under the apartheid period and by the
Bretton Woods institutions, including deliberategmrammes to incorporate politicians and researchers
The newly elected post-apartheid government migtihterpreted to have lost its nerve and placed
neo-liberal policies ahead of other consideratian&s own expense as well as a more rapid ae ful
turn against the Washington Consensus. A decagle the South Africa government has embraced the
notion of the developmental state, a notion tHanhgwith adjustment with a human face, both paved
the way for the post Washington Consensus and nearemoniously ditched by way of
acknowledgement, Fine (2007a). Whilst going some teevards potentially sterilising
financialisation, the developmental state is its@lfideological construct whose exact content and
influence remain to be seen. It surely offers agraffective starting point to poverty alleviatidrah
the developmental market, a heavily veiled defezdnche power of banking which, need | remind
you, leaves us at the mercy of both iniquity amd si

Footnotes

! Seehttp://en.wikipedia.org/wiki/Josiah_Stamp,_1st BarStamp

2 Either, for realisation for means of productiont+Z,+S;= C,+C;; or, for realisation of means of

consumption, gV,+S,=V+V,+S5+S,. Both equations yield the condition for simplenaguction.

3 As argued in Fine (2007c), the rise of social i the absence of a political economy of

capitalism has meant that its original meaningamin®miccapital as a whole with systemic properties

has been set aside. This is despite its use ashgumtonomists and historians from a variety of
perspectives.

* In Section 4 of Chapter 25 of Volume | of Capitaititled, The General Law of Capitalist

Accumulation, with section 5 offering pages of erwail illustration from across Britain.

> Note Marx also suggests that the cost of respgniimauperism, “enters into tfeux fraisof

capitalist production; but capital knows how toathrthese, for the most part, from its own shoulders

on to those of the working-class and the lower eidthss”.

® See Fine (1982) and Fine and Milonakis (2007).

" The notion of embedding needs to be treated wthian, if not avoided altogether in so far as it

serves as a way of bringing back in what has beeviqusly left out. Here, though, the role of fican

is derived before it is embedded.

8 See Erturk (2003) for the importance of publictdabrurkey for financialisation and its role in

undermining entrepreneurship and investment.

° See also Cutler and Waine (2001) for occupatiaméfare more generally. They do observe,

however, that, “in 1997-8 half the British popudathad financial wealth (excluding housing,

pensions and bank current accounts) of less tha@"£7

19 see also Orhangazi (2006).

' And see McMichael (2004) for financialisation agidbal corporate food regimes more generally,

“such that corporate strategies intensify vertintdgration (from seed to supermarket) with flegibl

horizontal mergers and alliances”, p. 18.

12 Eichengreen qualifies this account in three wése full picture, inevitably, is more complex,

since emerging markets have also used privategiofeinds to finance their residents’ net investraent

abroad and to repay obligations to internationatiicial institutions and official bilateral credioBut
the bottom line remains the same”. He adds in @leoaf footnotes that “the picture is much the same
if we consider all developing countries”, and ttie result is to “have not contributed as much as
otherwise to the growth of global demand”, p. @liégating a dampening effect other than from the US
trade deficit.

13 See “the new, more nuanced view of the IMF”, Kesal (2006, p. 34/5), cited in Chang (2007):
Premature opening of the capital account withowtrizain place well-developed and well-
supervised financial sectors, good institutionsl smund macroeconomic policies can hurt a
country by making the structure of the inflows wafarable and by making the country
vulnerable to sudden stops or reversals of flow.

Substitute a few words and you have the World Banéthink on privatisation, and probably most

other things as well, Bayliss and Fine (eds) (208@g also Kane (1996) for the dialectic of bank

regulation.

14 Reproduced from opening of Fine (2007b).




151t has progressed from an original 5! | would astdl reflexivity of the subject but that it mighe b
considered to be implied by the others and it adaddegin with C.

18 Langley goes on to cite the work of Callon whowkwer, is ultimately drawn both to the position
that economics makes the economy (rather thanwdcga) and that capitalism is an invention of the
left purely for the purposes of critique, Fine (3D&or a critique of the ANT (actor-network theory)
approach that has been influential in the studinaince.
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