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MARIO SECCARECCIA

Editor's Introduction
The Financial Crisis, Structural Transformations,
and the Need for a New Regulatory Structure

To mainst¡eam economists and policymakers, the financial crisis and the ensuing
G¡eat Recession that profoundly affected the fabric of the world economy are an
abenation. They are widely viewed as a random shock to what is otherwise a self-
adjusting private economy. Except for some minor tinkeriog to prevent the excessive,
irresponsible behavior of a few individual agents in the fnalcial markets that led to
üe crisis, the system is fundamenrally sound and will eventually retum to its long-
term growth path. Much ofthe cu¡rent reaction of legislatures in the Uoited States
and Europe reflecs this view that all that is really needed is a dose of somewhat
more st¡ingent regulatory chaflges to cunail individuals within the banking and
financial sectors f¡om engaging in excessive leveraging and reckless proprietary
trading. With these new regulations in place, the world fioancial system would find
stability as the economy eventually expands and retums to high growth.

Heterodox economists question this view and point to the systcmic or structural
nature of the crisis. To use an analogy: The crisis is not the result ofa few bad apples
that more up-todate legislation could pre€mptively rlet out beforc they contaminate
th€ whole baskel Rathe¡, it is the actual faulty and deteriorating basket in which
they are held thar will invariably contioue lo taint the entire economy regardless of
how the banking and overall frnancial system is screened. The crisis is the mani-
festation of a longterm evolution of capitalism, in panicular how it redesigned
iself over the past forty years as it has become progessively financialized. For
some, this structural change had to do with the way money manager capitalism
eveltually developed conconútandy with the rise of atr ever more powerful shadow
banking syst€m. For others, it is comected with the way ¡he i[t€mational payments
system svolved in the post-World War Il period with the U.S. dollar as the premier
reserve cunency, What is ne€ded, fherefore, are shuctural changes that go directly
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to the heart ofan increasingly complex financial systent, rather than mere cosn¡el¡c
changes that tinker around the edges.

The richness of this heterodox analysis is well rcpresented in the contibutions
to this issue on the frnancial crisis and the need for a new regulatory structure.
The five contributions are revised versions of papers that were first Presented at
an intemational conference held at the University of Macerata io ltaly on October
l-2, 2010. I thank all the contributors for their excellent articles and offer special
thanks to Domenica Tropeano not only for having organized the conference but
also for his excellent work in bringing together these five anicles.
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L. RANDALLWRAY

Minsky's Money Manager Capitalism
and the Global Financial Crisis

AbsFact: The world's worst economic crisís sínce the 1930s is notv well ütto its

fourth year Minsky's work has enjo)-ed unprccedented interest, with many callúry
this a " Mínsky moment" or "Minsky crisis" aü locating the beginnings of the
crisis in thc 2N0s- I argue that we ¡hould not víew this as a "moment" thal
can be lrsced to recent developments. Rather, we have seen a slow realignmenl
of the global financial system tovard rthat Minslq called "noney nanager
capitalism"-sonething like a retum m pmtar "finance capitalísm" anabzed
by RudolJ Hilferding, Thosteín Ueblen, and John Maynrd Keynes-ancl later
by John Kenneth Gdbraith- Getting out of this crísis will require radical polic¡'
changes no less significant than those adopted in the New Deal.

I(eywonls: Can it happen again?, debt defation, fnance capitalían, fnancíal
crisk, Hifferding, Hyman Mínslq, John Kemeth Galbraith, Keynes, Minsky crisis,
Mínslcy moment, úote! manager capitolisn, Ueblen

The world's worst ecoromic crisis since the 1930s is now well into its tburth year.

All sons ofexplanations have been proffered for the causes ofthe crisis: lax regula-
tion and ove$ight, rising inequality that encouraged households to borrow to supPort
spending, greed and irational exuberance, and excessive global liquidity-spuned
by an easy money policy in the United States and by U.S. cunent account deficits
that flooded the world with too many dollars, UnfoÍunately, these do not recognize
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