WHAT HAVE WE LEARNT
FROM THE SUCCESSION OF

CRISES?

Contribution to the project
oCr/ ses, chang

Robert Boyer
Instititdrs Ameriques, Maiss

Seminar at International Institute of Social Studies,
The Hague, Netherland, 2@ February 2014



Intreduction
Why ihe preeainceisRIsS S infei@sesitth iGosad)
SCIEHCHS??

1. The iatellectual (but net insiitutional) collapse sifDoctor Panglosd
econAmiIcs:a Systenitcaefisss
2. Theory of finance weaitwyteipg ddabiisibbouiHé efficiency of madkeats

3. Econeomiec factors eaiiatbeadiisatiagigie ofrfinreociety wide eoblitioan
and political intermediation.

An opportutiity 1ot io be wirséad !

1. Reassessibeomination of econamicsand its imperialism
2. Reuvisit 1ong terim Kisiary arbtgyttobuilan integraded ot odf

modern capiiialist sntaiss,



Symnepsis

[. Crises aenodbiidiiesssye)escas wsud], ssiifdly
more acuie: ih seacthféer defihition.

. When dio iingiar @ik ocatirlhaltheir ofigins and
processisdeading to financial cslligpse

1. The unfolding and the wassonitbf siructural cHSaS:
a radiical wneaktaity.

IV. Econemy, sadatyabpodiily the tiansformative
innpact of sysianilc Gikas



[. CRISES ARIENOT BUSINESS CYCILIESS
AS USIUAL, BUT SIMPLY MORE ACUTE:
in seadctn finra definition (1).

1. How o detect a st crisissinreabtime?
V The breaking dows of dhelactors baat:iseaio gaevern
past eapital accumullation.
V The dominant intellectual paradioim govesining
EConomic Palicy collapses.
V The leading actorssstiiggleabout ihe reguiel
Strategies lor OVverconiag @ rsIs.

V The policymakersshave doimadkeddesisiawithout any
theoretical justification from the pastparadigm.



2. Thiee i (oM38 [ EROGES

V The sizeof the collapsedcoksiotkimarketo:GPF
IS not a sufficient criteria (December1095),).

V Contraty {0 Kondratief type explanations, there
IS RO regullality i the time required for dhe
recovetyile.the:-emergence ol danew
aCCLIANoN EGHIME

V Striictiital ersesitiplyan kieversibility: it s
limpassible 16 9o hack:totheHprecrisis
configuration.



1. WHEN DONAJOR CRISES OCCUR:
about their origins and procssesdeading to
financial collapse

1. Exdeidd anidlexvgenons shivvhkekesx e bubthdyiayeare
not the dominant ssiiresSodfsGlidaitibéasEes.

V The 19735a6d 1979501l SROCKS trigger a recéessiviibit the
absenicof recoveryhas other causes

V Thie stock marked cvazdies (inkernet bubble, sub)plinme)
are MioYe thiceRppessivi ihara th1€atEe.Se.

V' Public deficits are lavgedly ezido@eabns Sd) 0
consEpiaitecol the @dcu3355i81S



2. Since tihe epneepefoe o lindaksisialos apd pilisiaimoso st
rodetnl Cfisasanea: RACGENHTLS

vV The ups and dowinsorteconoiilic activiliareithefypica
outeome of theinerdevelppmentotapital
ACCUUIAHON.

V The sticcessionoteyties:leads the erasionafithe
InstituieRal architecture that sustains itthe.acoumidation

regime.
V The race flor immovationexacerbates the»boomsand
FECESSIonNnS.

V Histony suggests accoreelatiormbatweae financial
liberalization and the freqguUenecy,ait:Sauerilylblises.



3. Liveralization implies a higher eyt divbility thad
increasssthiecfiequeacy vObdiildkg drivesqfiguae )y 1)
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Frgure 10,1, Capiral mobiliry and the incidence of banking crises:
All countries, 1800-2004.

Source: C.M. Reinhart and K.S. Rogoff (2009),56



e ..adeguaterregilationimay preventsstotk

market crises
Figure 20 Frequency of stock market crises: 19D03
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Source Boucher Christophe (2003)



4. When the indelestinid |l aidpoliica etittsats e
convinced dht

V 8Thdbasindéssicycle is Gbssl&® in Yhédarly 1970s. € &

V &Japanfis ahe Aext sumbeittin the11980s.n e 1 9 8

V 8FinhAnBi#l iAindvativrs mdkéliffelevant the pash s m
methods for valuation of finamncisll fassaitibasaew
econciiy hutshlks)).

VThe new caitidll maikpgotitscshave masteeddnflhsionn
and growih (the Giea Nialéeasion))

VThe Euro is asuarsssifnce it proteciad] fisi the
subprime erisis (109 anniversayyofftHecHuido))
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5. The exclusion of csessaiibpepapp fom leading
political alliance incremesthe probalbility of a st
crisis.

V 192%0ceiss workers aecifivtidédtas pfodatise buiiiciot
as eaikimsSn e BeVpiodalctivey paradigitim.

VY The Golden fgcof Hopdilamn wage eaafiees it eniclakliekd:
into the political alliance : exlky rild Bosmasscoylpes.

VY The subprifie afisis: an uinpréasieainédcoAbERIARON N
of wealth andl peove] HeRlde e ySYSHRIE risiks|S.

V The lalian crisis in the 20008s thiealidace e fof

entrepremnairssaaidoientier and the exdlussnofiwigge
EATIENS.



Figure 3 The exclusion of a large social group may be detrime
the viability of an economic regime: the ltalian trajectory
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Source: Inspired from Stefano Palombarini (2001)



0T, THE WINFODDIN G\ AN ID FIEAAY'S
OUT OF STRUCTURAL CRISES:
a fadiicall wneaeaiity.

1. Sodnecgeneric Proassesare rediraiily gemleeitingo
crises il et pricuisecniivodsabiagy ididsmaratiiic
given the time aidltiiceaiit{y .

V' Generdly arekplvetoarvoeredit € .
V' Bt vatious instiiuinentsSIor speculation ;. read eSGite,

stock marker, evatiampgadtipdelivitiidsamadseaeace
FESOUIEE3S.

V The more exdaidiells the speviiliaibinffoailonecasstanl
anoiney; he more sieeeds the 1ollowing Crisis.



V Reverbetationeftecis:

literature (figure 4)
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V Why the American Internet bubble does not
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Figure 50 Spill-over effects from
the stock mar ket
and bank credit: Japan

Source Kobayashi, Inaba (2002), Fidure

Figure 60 No real estate bubble
during the Internet boom

Source Cité par Christophe Boucher (2003)0p.
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ot hi s

opposite diagnosedsend to persist.
V 1929a lagged reaction to a cumulative depression.

V The end of the post WWII Golden Agea mere
turbulence or the prediction of Marxist analyses?

V The Japanes e eahomis policy eeraraaod
the end of an easy catching up?

V The subprime crisis a pure accident or the
consequence of financial innovation?

V' The Euro crisis: the spillover of lax public spending or
the evidence of an incoherent and unfinished
Integration?



