Copyright © 2011 M.E. Sharpe, Inc.

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in
any form or by any means, electronic, electrostatic, magnetic tape, mechanical, photocopying,
recording, or otherwise, without permission in writing from the copyright holder.

Photocopy Information for Users in the USA: The item fee code for this publication indicates
that authorization to photocopy items for internal or personal use is granted by the copyright
holder for libraries and other users registered with the Copyright Clearance Center (CCC)
Transactional Reporting Service, provided the stated fee for copying beyond that permitted
by Section 107 or 108 of the United States Copyright Law is paid. The appropriate remit-
tance of $9.50 per copy per article is paid directly to the Copyright Clearance Center, Inc.,
222 Rosewood Drive, Danvers, MA 01923.

Permission for Other Use: The copyright owner's consent does not extend to copying for
general distribution, for promotion, for creating new works, or for resale. Specific written
permission must be obtained from the publisher for such copying.

Iltem Fee Code for this publication is: 0891-1916/2011 $9.50 + 0.00.

To order 50 or more reprints of individual articles, please call the Sheridan Press Reprint
Department at 1-800-352-2210; outside the USA, please call 1-717-632-3535; or fax 1-717-
633-8900.

©3The text paper used in this publication meets the minimum requirements of American
National Standard for Information Sciences Permanence of Paper for Printed Library Ma-
terials, ANSI Z39.48.

The EuroSlavic and Transroman fonts used to create this work are © 19862011 Payne
Loving Trust. EuroSlavic and Transroman are available from Linguist's Software, Inc., www.
linguistsoftware.com, P.O. Box 580, Edmonds, WA 98020-0580 USA, tel. (425) 775-1130.

International Journal of Political Economy (ISSN 0891—1916 [print], ISSN 1558-0970 [online])
is published quarterly by M.E. Sharpe, 80 Business Park Drive, Armonk, NY 10504. Sub-
scription rates for institutions (print + online): one year, $1,080.00 (U.S.); $1,200.00 (foreign).
Online only for U.S. and foreign institutions: one year, $977.00. For individuals (print only):
one year, $139.00 (U.S.); $197.00 (foreign). Back issues of this journal and its predecessor,
International Journal of Politics, to Volume |, No. 1, are available at the subscription price
effective on the date of the order. Prices are subject to change without notice. Subscriptions
are nonrefundable. For individual subscription rates and other inquiries, please call 1-800-
541-6563 or fax 914-273-2106.

International Journal of Political Economy is also available online to institutions via Meta-
press (print + online or online only). For more information, visit mesharpe.metapress.com
or www.mesharpe.com.

Periodicals postage paid at Armonk, NY, and additional mailing offices. Postmaster: Send
address changes to International Journal of Political Economy, M.E. Sharpe, Inc., 80 Busi-
ness Park Drive, Armonk, NY 10504.

International Journal of Political Economy, vol. 40, no. 2, Summer 2011, pp. 3—.
© 2011 M.E. Sharpe, Inc. All rights reserved.

ISSN 0891-1916/2011 $9.50 + 0.00.

DOI 10.2753/1JP0891-1916400200

MARIO SECCARECCIA

Editor’s Introduction

The Financial Crisis, Structural Transformations,
and the Need for a New Regulatory Structure

To mainstream economists and policymakers, the financial crisis and the ensuing
Great Recession that profoundly affected the fabric of the world economy are an
aberration. They are widely viewed as a random shock to what is otherwise a self-
adjusting private economy. Except for some minor tinkering to prevent the excessive,
irresponsible behavior of a few individual agents in the financial markets that led to
the crisis, the system is fundamentally sound and will eventually return to its long-
term growth path. Much of the current reaction of legislatures in the United States
and Europe reflects this view that all that is really needed is a dose of somewhat
more stringent regulatory changes to curtail individuals within the banking and
financial sectors from engaging in excessive leveraging and reckless proprietary
trading. With these new regulations in place, the world financial system would find
stability as the economy eventually expands and returns to high growth.
Heterodox economists question this view and point to the systemic or structural
nature of the crisis. To use an analogy: The crisis is not the result of a few bad apples
that more up-to-date legislation could preemptively net out before they contaminate
the whole basket. Rather, it is the actual faulty and deteriorating basket in which
they are held that will invariably continue to taint the entire economy regardless of
how the banking and overall financial system is screened. The crisis is the mani-
festation of a long-term evolution of capitalism, in particular how it redesigned
itself over the past forty years as it has become progressively financialized. For
some, this structural change had to do with the way money manager capitalism
eventually developed concomitantly with the rise of an ever more powerful shadow
banking system. For others, it is connected with the way the international payments
system evolved in the post-World War II period with the U.S. dollar as the premier
reserve currency. What is needed, therefore, are structural changes that go directly
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1o the heart of an increasingly complex financial system, rather than mere cosmetic
changes that tinker around the edges.

The richness of this heterodox analysis is well represented in the contributions
to this issue on the financial crisis and the need for a new regulatory structure.
The five contributions are revised versions of papers that were first presented at
an international conference held at the University of Macerata in Italy on October
1-2, 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 articles.
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L. RANDALL WRAY

Minsky’s Money Manager Capitalism
and the Global Financial Crisis

Abstract: The world’s worst economic crisis since the 1930s is now well into its
fourth year. Minsky’s work has enjoyed unprecedented interest, with many calling
this a “Minsky moment” or “Minsky crisis” and locating the beginnings of the
crisis in the 2000s. I argue that we should not view this as a “moment” that
can be traced 1o recent developments. Rather, we have seen a slow realignment
of the global financial system toward what Minsky called “money manager
capitalism”—something like a return to prewar “finance capitalism” analyzed
by Rudolf Hilferding, Thorstein Veblen, and John Maynard Keynes—and later
by John Kenneth Galbraith. Getting out of this crisis will require radical policy
changes no less significant than those adopted in the New Deal.

Keywords: Can it happen again?, debt deflation, finance capitalism, financial
crisis, Hilferding, Hyman Minsky, John Kenneth Galbraith, Keynes, Minsky crisis,
Minsky moment, money manager capitalism, Veblen

The world’s worst economic crisis since the 1930s is now well into its fourth year.
All sorts of explanations have been proffered for the causes of the crisis: lax regula-
tion and oversight, rising inequality that encouraged households to borrow to support
spending, greed and irrational exuberance, and excessive global liquidity—spurred
by an easy money policy in the United States and by U.S. current account deficits
that flooded the world with too many dollars. Unfortunately, these do not recognize
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