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The Karwowski quiz 

Answers are: yes, no, unsure unless otherwise noted. 

1. Climate change, if  unchecked by mitigation, will lead sooner 

or later to the collapse of  human civilization. 

2. Climate mitigation and adaptation policies, if  implemented, 

can help humanity survive climate change. 

3. If  and when climate change becomes a serious threat, privately 

owned corporations will implement the needed adaptation 

strategies, so humanity will survive.  

4. The capitalist order, while unstable, is adaptive and resilient.  

5. To survive climate change, nation-states must impose strong 

controls over financial and corporate behavior.  

6. National controls will be inadequate. Global action - thus 

global governance, will be necessary to survive climate change.  
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1. Theories of  economic policy are theories of  

capitalism and state power 

ÅAt root, the divide between orthodoxy and heterodoxy in 

economic thought is a nature/nurture debate: Does society 

create the human or does the human create society? 

ÅThis tension exists in the realm of  policy debate 

ïHeterodox view: social structures frame individual 

outcomes. So improving any pre-existing states of òsocietyó 

means changing the frame ð who provides, who owns, who 

receives. 

ïNeoclassical view: economic preferences are individual, and 

arise outside of  society. So market arrangements should 

permit these individual preferences to be satisfied:  

Economic policy should correct distortions. 



 

1. Theories of  economic policy are theories of  

capitalism and state power 

 ÅThe challenge: owners exploit workers and expropriate the social 
surplus: capitalismõs community-destroying, self-expanding logic. 
Resources are allocated via disconnected, unstable markets 
operated for profit, not human need.  

ÅThe counterforce(s): The state, or the community. 

Polanyi: No stable resolution ð the òdouble movementó (The Great 
Transformation, Ch. 12: The Birth of  the Liberal Creed): 

Åôthe double movement .. Can be personified as the action of two 
organizing principles in society, each having the support of  
definite social forces and using its own distinctive methods. The 
one was the principle of  economic liberalism .. aiming at a self-
regulating market... The other was the principle of  social 
protection aiming at the conservation of man and nature...õ  

 



 

1. Theories of  economic policy are theories of  

capitalism and state power 

 ÅPolanyi: No stable resolution ð the òdouble movement.ó 

ÅPopper/Friedman: Force competition through markets. 
 

ÅStalin: Eliminate markets, centralize control over allocation.  

ÅHitler: Control markets, centralize control over allocation. 

Reward your friends with wealth, control. Demand allegiance. 

Ostracize & persecute the ôotherõ to bind your supporters to you.   
 

ÅKeynesian: State capacity can òdefangó (tame) markets. Social 

conflict is distributional; moderate conflict by reducing risk 

ÅKaleckian: Up to a point. Capital may strike, not ôstay in placeõ; 

people may migrate or flee, not stay in place.  
Donald Trump?  

Boris Johnson -  Nigel Farage? 

Marine Le Pen - Giuseppe Conte?  

Viktor Orban - Andrzej Duda? 

Heinz-Christian Strache - Frauke Petry? 



 

1. Theories of  economic policy are theories of  

capitalism and state power 

 
ÅState power: How much control does any national state need 

to create a world of òthings as they should beó?  

1. Lender of  last resort control over currency  

2. Discretionary fiscal policy: borrow now, repay later? 

3. Flows of  capital and credit across its borders? 

4. Ability to set wages, working conditions at fair levels? 

5. Protection of  infant industries? 

6. Environmental quality controls?  

ÅWhat are the consequence if  a state cedes macro control(s) 

(1-3) to a higher power? If  it cedes micro controls (4-6)? 

 

 



2. Post-war trajectories: from Keynesian capitalism to 

unstability and crises 

OECD countries: 

ÅAfter world war devastation, established òsafety-netó 

policies - òsocial Europe,ó òcapital/labor accordsó 

ÅUS dollar & military hegemony established, UKõs global 

empire dismantled, US/Soviet competition on the 

global chequerboard. 

ÅòKeynesian macro policiesó ð demand management 

plus pattern bargaining; a òsolved political problemó 

ÅSlow destabilization of  the Bretton Woods system May 

1968 ð Eurocommunism, demand for worker òvoiceó 
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OECD countries: From Okunõs Equality and Efficiency: The Big Tradeoff  to 

oil shock, stagflation, unleashed macro rivalry 

ï1971 & 1973: End of  US$/gold convertibility, fixed exchange rates 

ï1973-74, 1978: Oil embargos, oil-price surges  

ïòStagflationó ð 1977-1982 (price inflation+ recession) 

ïSuppression of  workers after Thatcher, Reagan elections (1981-US 

air-traffic controllers strike; 1982-UK mineworkersõ strike) 

Developing countries: 

ï Commodities boom, overseas lending, debt crises, market opening, 

vulnerability to speculative cycles, discipline by global financial markets 

2. Historical trajectories: from stable Keynesian capitalism to 

unstability and crises 
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Volcker s Winter 1979 essay in the NY Federal Reserve 

Economic Review, The Political Economy of  the Dollar, 

indicated his plans. He wrote:  

It is tempting to look at the market as an impartial 

arbiter .. But balancing the requirements of  a stable 

international system against the desirability of  retaining 

freedom of  action for national policy, a number of  

countries, including the U.S., opted for the latter. 

... a controlled disintegration in the world 

economy is a legitimate objective for the 1980s.  
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Europeõs dilemmas (1/2) 

ÅTreaty of  Paris, 1951: European Coal and Steel Community 

ÅThe Treaty of  Rome, 1957, created the European Economic 

Community (òCommon Marketó), which established common 

price levels for agricultural products in 1962.  

ÅAfter Bretton Woods, European nations faced a dilemma. The 

era of  the overvalued dollar was ended; and amidst inflationary 

pressure, the door was opened to  currency 

competition/economic-coordination problems amongst 

European nations.  

ÅThe problem of  maintaining stable exchange rates amongst the 

European nations remained problematic. Germany always 

pulling ahead, Britain always protecting its financial centre. 

2. Historical trajectories: from Keynesian capitalism to 

instability and crises 
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2. From stable Keynesian capitalism to unstable conomic 

stability and policies after World War II  

 
Europeõs dilemmas (2/2) 

ÅEurope face òeurosclerosisó (1980s). Delors Commission 

(1985) proposed Single European Market, established in 

1993. 

ïIt proposed the Maastricht treaty, signed in 1992, which  

established the pillars of  a European Union: cooperation 

in foreign policy, macroeconomic convergence [Price 

inflation: within 1.5 % of  3 best economies; public deficit 

Ò 3% of GDP; 60% govt debt to GDP], common 

currency.  

ÅEU solution: Empower the òStateó to compete in the (global) 

òMarketó; diminish the (national) state without an internal 

recycling mechanism. 

2. Historical trajectories: from Keynesian capitalism to 

unstability and crises 
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3. Neo-Marxian policy responses to crisis 

Marxian theories of  crisis:  

Åstagnation (Luxembourg, Sweezy, Streeck) 

ÅLRTRPF (ômaterialistõ approach) 

Åprofit-squeeze (Boddy and Crotty) 

Åthe ôNew Movementsõ and ôEmpireõ (Hardt and Negri) 

Åbreakdown of  social reproduction (Makoto Itoh ð Japan, 

Nancy Folbre ð US) 

These different theoretical approaches have been 

prominent at different points in historical time.  

ÅProfit-squeeze ð 1970s; ònew movementsó ð 1968;  

ÅSocial breakdown ð 1990s Japan, nowé 



3. Marxian/ Kaleckian policy responses to crisis 

Wolfgang Streek ð Buying Time: the Delayed Crisis of  Democratic 
Capitalism 

A threefold economic crisis: 

Å1. A banking crisis ð too many banks in the Western world have 
extended too much credit, public and private, an unexpectedly 
large part of  which went bad. 

Å2. A fiscal crisis ð budget deficits and rising levels of  
government debt, which go back to the 1970s, and which was 
worsened in many cases by the need to spend more in the 2008 
crisis.  

Å3. A crisis of  the real economy ð high unemployment and 
stagnation ð because firms and consumers have difficulty in 
obtaining loans, many of  them already in debt and banks short 
of  capital ð while governments must curb their expenditure 
and/or raise taxes. This reinforces the other two crises.  

 



Streeck (2): There were surprises for Marxian crisis theory é 

ÅNo one foresaw the òfinancializationó of modern capitalism.  

ÅThe idea had spread that capitalist economy had been turned 

into a òprosperity machine which, with the help of the 

Keynesian toolkit, could be kept stable and crisis-free through 

orderly cooperation between governments and large 

corporations.ó The pauperization of the working class was no 

longer visible.  

ÅThe crisis had turned into one of  legitimation ð whether òwhat 

it (capitalism) was able to supply would be enough to make its 

recipients continue playing the gameó, not one of production 

(per classical Marxian theory).  

 

3. Marxian/ Kaleckian policy responses to crisis 



Wolfgang Streeck ð Buying Time: the Delayed Crisis of  Democratic 

Capitalismó (p. 46) 

ÅòTo continue along the road followed for the last forty years 

is to attempt to free the capitalist economy and its markets 

once and for all ð not from governments on which they still 

depend in many ways, but from the kind of  mass 

democracy that was part of  the regime of  postwar 

democratic capitalism.ó (46) é òthe money magic of the 

past two decades, produced with the help of  an unfettered 

finance industry, may have finally become too dangerous 

for governments to dare to buy more time with it.ó (46) 

 

3. Marxian/ Kaleckian policy responses to crisis 



3. Marxian/Kaleckian policy responses to crisis 

Approaches given the starting point of  capitalist accumulation: 

ÅRegulate it: reduce the required rate of  profit and constrain the free 

movement of  capital across borders; put sand in the wheels of  

commerce (òTobinó taxes on financial transactions, wealth, etc.).  

ÅCheck out of  the system (non-market exchanges, LETS and other 

alternative currency systems, cooperatives)? 

ÅElect and pressure governments to secure jobs and growth for the 

non-rich ð the òworking classó/the òsocial excludedó é and to 

limit predatory, exploitative behavior by the powerful  

But: 

ÅCan these strategies be coopted? 

ÅAt what point are the premises of  capitalism threatened? Will 

capitalism simply wither on the vine (Mason, Post-Capitalism). 



3: Marxian / Kaleckian policy responses: tension in intentions 

ÅPremises: 

ïif capitalismõs character is inhuman (alienating people from their 

ôspecies-beingõ), and  

ïif  its self-expanding character leads to increasing inequality (the 

ò1%ó) and the failure to adopt viable technologies due to imposing 

high hurdle rates of return (ò20% or we donõt investó) and 

ïif  private decisions based on profit-seeking always dictate 

òchoicesó about investments and thus shape social space non-

democratically:  

ÅThen confrontation - not compromise ð is needed.  

Å If  this defines a Marxian view - contradiction is progress ð then a 

Neo-Marxian view can be defined: work to transform social relations, 

overturning capitalism by changing its nature. (eg, Streeck) 





ÅNeoliberal stagnation trap 1: profit, when earned, is 

controlled by capitalists who will not spend it. So there is 

always a search for new markets into which to sell. 

(Luxembourg/Kalecki) 

ÅNeoliberal stagnation trap 2: Profit cannot be earned 

because there is insufficient demand for the goods whose 

purchase will validate it. (Keynes) 

ÅStiglitz: Wages and profits cannot be earned because 

banks/financiers do not make productive credit available.  

ÅMinsky: Wages/profits cannot be earned because debt or 

financial instability burdens are making stable accumulation 

impossible.  

4. Keynesian policy responses to crisis 



ÅNeoliberal stagnation trap 1 (Profits): Shift toward wage-led 

growth: raise minimum wages, tax profits and/or wealth more 

heavily, allow for an organized worker voice at the ôbargaining 

tableõ (Stockhammer, Onaran, Sawyer)  

ïòForceó capitalists to invest: Kalecki ð Capitalists earn what 

they spend ( profits earned equal investment). 

ïIf  capitalists will not or cannot invest, the state must do it, via 

public works, infrastructure investment, and so on. 

ÅNeoliberal stagnation trap 2 (Aggregate demand) Increase demand 

by any means necessary (Keynes: bury currency, let people dig it 

up).  

ïòModern monetary theoryó (Wray, Levy Institute): set 

employment targets and use a òfunctional financeó approach, 

freely print money and put people on public fisc to get there 

4. Keynesian policy responses to crisis 



 

5. Are Marxian and Keynesian views consistent? 

 
1. The problem of  the surplus:  

ï Marxians see profit as evidence of  the contradictory 

impulse at the heart of  capitalism, proving its ultimate 

instability. Class conflict is there ð the zero-sum game ð is 

inherent in capitalist competition, evidence of  its self-

destructive tendencies. 

ï Keynesians see the system as having a growth imperative, 

which is the only means of  overcoming stagnation. You 

have to grow your demand, to keep suppliers interested. 

Growth buys out your class contradictions. As long as you 

grow, everyone can have more. 

Å But! Kalecki, òPolitical Aspects of Full Employment,ó suggests 

it cannot be so cozy ð the capitalists will strike if  their margins 

are too threatened.  



 

8. Are Marxian and Keynesian views consistent? 

 2. The problem of  asymmetric power 

ï Marxians are at odds over this. Is the economy a landscape of  

power or is it a realm of competition? The òglobal factoryó and 

free capital mobility either create global asymmetries in òexit 

optionsó between employer(s) and workers.  

ï Keynesians mostly ignore power. Staying at the aggregate level of  

analysis, invisibilizes other òsocial relations of productionó and 

makes them inconsequential.  

ï A key example here is power in finance. The asymmetric exit 

option creates an artificial shortage of  capital, maintained by a 

threat to undercut the integrity of  the financial system controlled 

by megabanks. This is policed by carry trade òarbitrage,ó and the 

global regulatory game of  Three-Card Molly.  

ï The distortion in the use of  the public fisc ð bailing out TBTF 

banks ð is naturalized. 

 

5. Are Marxian and Keynesian views consistent? 

 



 

8. Are Marxian and Keynesian views consistent? 

 
3. The problem of  exploitation:  

ï Marxians ground exploitation in labor process. What do we 

do with a capitalism that has shifted the spatial basis of  

production so that many former workers are rendered 

surplus, unneeded? Do we have the super-exploitation of  

the few in the global South as the basis of  capitalist profits?  

ï Keynesians argue for lower interest rates, to òkill the 

rentieró, but do not generally address the problem of 

exploitative lending rates in many nations. Is the fact that 

much of  the working class around the world is paying 

exorbitant rates of  interest to cover its cash-flow gaps not 

relevant for Keynesian analysis? 

Å Soéwho are exploited, and who constitutes the class that can 

overcome its rage and/or its shame and can fight back? 

 

5. Are Marxian and Keynesian views consistent? 

 



 

8. Are Marxian and Keynesian views consistent? 

 
4. The problem of  crisis and instability:  

ï Marxians see crisis as clearing the way for new rounds of  

accumulation based on a renewal of  the conditions necessary to 

exploit labor in production. The state as a hammer to use on the 

disobedient region (European Union ð Greece).  

ï But if  for Marxians, the crisis is a crisis of  capitalism, for Keynesians, 

it is a crisis of  policy. Policy mistakes can bring down economic 

systems. 

ï If  we follow Minsky in seeing financial instability as a natural process, 

and if financial innovation is inevitable, the òbig bankó and òbig 

governmentó must continually evolve to stabilize the system: Perry 

Mehrling, INET, the central bank as òdealer of last resort.ó  

ï And a multi-level government like the Eurozone blocks the 

possibility of  Minskyian òbig governmentó/óbig bankó rescues (no 

fiscal recycling/transfer mechanism, no central-bank stopgap) 

 

5. Are Marxian and Keynesian views consistent? 

 



6. Four challenges for radical change 

ÅOnce Keynesian consensus was eliminated in the global North 

ð and once developmentalism was knocked aside in the global 

South, a wave of  new alternatives emerged: New Keynesian 

economics, New classical economics, New Economic 

Geography, and so on. 

ÅThe problem of  using state power to govern the market turned 

into the question of  how to influence markets, how to attract 

capital. 

ïCapital, once constrained, became ôscarceõ, attained power. 

ïAn irony in an age of ôglobalized financeõ 

ïMarkets now discipline states at the highest level. EG, 

Argentina 



6. Four challenges for radical change 

1. Economic / social sustainability vs ecological 

challenges of  climate change 

2. Macroeconomic austerity context (top-down) vs. 

microeconomic (bottom-up) community development 

strategies (Co-production, voice) 

3. Neoclassical sink vs. heterodox spiral 

ïA òdebateó about macro policy: DSGE as the model 

used to communicate with the people that matter 

4. Power in finance and financialization: the stripping of  

production from workers (Brexit vote) vs. the growth 

of  the fragile and unstable megabanking complex 
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Industrial competitiveness cycles: Verdoorn expansions to 

global factory to squeezed policy-space to post capitalism? 
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Efficient markets to Minskyian fragility and the wage-led 

alternatives 

Outcomes of distributional conflict 
(capital/labor) 

Profit-led growth  
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1. From symbiotic finance to the escape of  finance 

Å The finance/development approach, Y = f(N, K, F), is a timeless 

equilibrium representation used in mainstream theory, with a vague or 

non-existent theoretical base, in which it is assumed that more finance, ǃF, 

will lead to more growth, ǃY.  

ÅWhen finance is economically productive this should be the case, though 

for our purpose we want to place finance in real-time trajectories of  

capitalist accumulation. Such as: 

       M          ð          C (MP,LP) éCõ       ð       Mõ       

 Equity, working-capital         Trade credit,     Consumption          Expansion  

               finance     Risk-management              credit           finance 

Å Here, arguably, finance has productive spillovers, as it augments the pace 

of  the accumulation and circulation of  capital. It is also bounded in size, 

as F ð given any state of  technology - is limited by the scale of  

accumulation, and its activities by the needs of  accumulation.  

 



1. From symbiotic finance to the escape of  finance 

Å Here we have symbiotic finance ð earning income based on real-time 

flows in commodities, goods markets. Minsky was here: investment 

(finance) restores growth after downturn. 

Å But what the finance/development approach (Y = f(N, K, F)) leaves off, 

is that ǃFČǃY (more efficient transactions and savings allocations) is not 

the only relationship at work.  

ïWhat if ǃF also leads to ðǃK, slower real capital growth, due to less loan-making 

to SMEs, that is, to innovators who cannot fully collateralize their loans?  

ïAnd what if ǃF absorbs a part of public spending; and in crises, monopolizes 

liquidity, starving non-financial firms of  bridge financing?  

Å Then ǃFČ-ǃY, as ǃF has negative spillovers on the growth of the non-

financial sector. If  its activities are independent of  those of  the non-

financial sector, then its size is limited only by its capacity to manage its 

leveraging, combined with the availability of  liquidity.  

Å Then finance serves itself, not the non-financial economy, and is partially parasitic. 
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Accompanying this hyper-expansion of finance relative to income flows is 
the upward shift in the income of the upper 10% (Piketty) and the parallel 
ƎǊƻǿǘƘ ƻŦ ƳŜƎŀōŀƴƪǎ ŀǘ ǘƘŜ άƳƛŎǊƻέ ǎŎŀƭŜΦ 



6. Four challenges for radical change 

ÅHeterodox economists have (some) voice and we must 
make space.  

ÅGramsci: this is a war of  position, and of  strategy. 

ÅBut: You can put your body in the street, in the voting 
booth (in your country), you can migrate, you can flee.  

ÅEconomic strategies relying on state counter-party depend on the 
continued relevance of  the state as a boundary and organizer of  
community. 

ÅMinsky: òyou beat a number with a number, and you 
beat a theory with a theory.ó 

ÅYou can change your mind, can you change other peoplesõ minds? 
What then is your strategy? 



7. Trumpism and the Kaleckian Inversion 

ÅThe ôrealõ Trumpian macroeconomic dynamic 

ÅThe ôrealõ Trumpean financial dynamic 

ÅTrump and the US Neoliberal macro-financial 

dynamic 

ÅResponses to Trumpism 

ÅThe Kaleckian inversion? 



ÅTrumpõs macro policies push on, but continue, the 

structure of  the Neoliberal (post-1980s) order. 

ÅMacro policy management from the 1980s forward has 

been based on active and passive components.  

ïThe active component, under òNew Consensusó 

macro policy consists of  using monetary policy to 

adjust to shocks to the economyõs equilibrium 

growth path. Fiscal policy disappears from policy viewé. 

ïThere has been a passive component as well: the US 

economyõs continual twin deficit, which has come to 

be a defining feature of  the global macroeconomy.  

The ôrealõ Trumpean macroeconomic dynamic 








