Girdle of urban agglomerations, around the world, according to number of citizens

Source: wwwi.theatlantic.com/past/docs/images/issues/200510/world-is-spiky.pdf
NB The “golden girdle” is added by the author to the picture of Robert Florida.

The dominance of capital in the "free

market” can be characterised with one word:
“capital-ism". It finds support in mainstream
neoclassical economic thinking, since the
80's advocating liberalisation of capital flows.
It results in growing "profitable” concentration
of capital in urban agglomerations, which
"serpentine around the world as a girdle of
gold” (paraphrasing Max Havelaar). This to
the expense of “less profitable” but balanced
economic development in places where itis
really needed, or sustainable development
taking account of all living conditions and

the necessary transition to a new economy.
It causes the long standing imbalance in
economic relations around the world, which
does not contribute to solutions, but amplifies
problems, if not creates them. In modern
economy capital is an end, where it should
be the means to sustainable development
and to living in peace together of nations.

Restricted capital mobility

The debt crisis of 2008 showed how a
financial system can derail by liberalisation
of capital flows. The post war Bretton Woods
system, however, restricted the mobility of
capital and let capital support production
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and trade to foster post war reconstruction,
starting the transition to the post war
welfare state. The financial system was
anchored on the dollar, backed with gold.
Due to the restricted capital mobility no
economies met bank crisis from 1945-1973
(see graph; Taylor 2012; WRR 2016, 70; cf.
Rodrik 2017). In the end all financial crises
are caused by capital mobility. The graph
shows also how liberalising capital flows
since the 80's turned into the debt crisis

of 2008.

Transitions

In the 1970s the Bretton Woods system
staggered, which opened the road to
financialisation of society. Liberalisation

of capital flows silently turned traded debt
into the new financial anchor point (Marazzi,
2008, 39). Transition started to the network-
and information society of the 1990s
(Castells 2012, 1-2), combining freedom of
the 1960s and technology (the PC!) of the
1980s, creating the platform for ongoing
financialisation.

The fall of the Berlin Wall in 1989, 9/11 in

the Rhineland model, marked a turning
point. The rise of internet and digitalisation
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set the tune for a new economy. Ongoing
liberalisation of the financial sector made
financial capitalism dominate the global
economy. Unrestricted build-up of debt
ended in the debt crisis of 2008 (Castells
2012, 2). It rocked the financial system and
the world economy.

The crisis of 2008 marks a turning pointin
the transition to a new economy. Sustainable,
circular and social, using digital technology?
Or a comeback of 19* century capitalism

a la Dickens? Will the financial system also
change? Outcome unknown. The crisis has
put to question debt as financial anchor
point. Will it be replaced?

Crisis and transition

The crisis of 2008 is not merely economic,
but structural and multidimensional
(Castells, 2012, 1). It is a turning pointin a
transition comparable with the transitions
to the post war welfare state and the

network and information society of the
1990s. The changes result in social unrest,
populism and fragmentation in politics
(Castells, 2012, 1-4). The changes are

about mobility and migration, diversity,
globalisation of markets and connectivity
by social media (Molenaar, 2017, 4).

At one hand worries: the long aftermath of the
crisis, structural changes in the labour market,
in the financial system, in the energy sector,
sustainability of the system. At the other hand
opportunities: digitalisation, robotisation,
working smarter, cleaner and more innovative
with new technologies and smarter
organisation, also in the financial sector.

Although contours still cannot be seen,
there's talk about a new economy, The Next
Economy. It's a tense situation, because
the dogs aren't barking anymore: the
caravan is already on its way to the next
financial oasis... or bubble. Will there be

a next economy or a next crisis?

Frequency of Bank Crises from 1800-2008
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The graph shows the percentage economies in financial crisis between 1800 and 2008.
Source: Alan M. Taylor, The Great Leveraging, 2012, www.nber.org/papers/w18290.pdf, cited in WRR (2016, p.71)
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Unsustainable

In the internet euphoria of the 90's there
was plenty of talk about the New Economy:
digitalisation and internet would change all
for the better. The dot.com-bubble in 2000
did correct expectations and stock exchange
rates, but didn't stop development. The debt
crisis put the question: how sustainable is
the economy? The climate discussion made
it prominent, although many people in Main
Street will worry about other things.

Yet people have become aware the modern
economy is not sustainable. But many also
expect new solutions will be found to handle
things better, smarter or cheaper. Will this
be enough or will it be more of the same?

Is growth the solution for the problem

or is growth the problem? Is growth still
“normal” or is another “normal” needed?
(Galbraith, 2014) How to divide “the cake”
internationally? How to cope with the
growing needs of strong growing countries —

and there will be more —for scarce resources
and energy? How to deal with the resulting
economic tensions and prevent conflicts?

Modern economic thinking being not
sustainable, can it be sustained anymore?
Is Ghandi right, the earth having enough for
the need of all, but too less for the greed

of some? The crisis started a not ending
flow of publications, explicitly putting the
neoclassical economy into question, or
implicitly with proposals for additions or
adjustments. And worldwide students are
posing this question within their movement
Rethinking Economics.

World in development and motion
Overall the post war “capitalistic” economic
system brought stability and ongoing growth
of production and trade, as the graph shows.
Especially in the rich countries growing
wealth has been "normal” for seventy years.

Growth world export and production 1950-2014
(index 2005=100)
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Is this “normal” growth sustainable when
other countries are going to develop also?
Wealth is unevenly distributed in the world:
very rich countries —rich and less rich
countries, taking part in the economic
prosperity —and countries and areas where
development stagnates. Supply of food,
resources and energy are often causing
tensions and subject of conflicts. Ongoing
development and growth will make these
interests more important.

In Negen Plagen Tegelijk Joris Voorhoeve
(2011) sketched the complex situation and
the complex play to handle this. The first
volume of our new book Wereld in Beweging
is dealing with the play and the role of
different categories of actors. The second
volume will deal with specific players and
what the global agenda is asking to have a
good and fair play.

How to prevent growing economic tensions
and conflicts? How to finance approaches to
global problems and balanced development,
when the profit expected does not conform
to the norm of the financial market? What to
do when capital keeps concentrating in the
profitable "golden girdle"? Will transition to
the Next Economy help in finding solutions?
Fair play is important, especially with regard
to the rules of the "economic game”.

Economic thinking

Tensions and problems have a global dimension
and touch the whole living world, the oikomene.
To deal with them, rules and knowledge of the
"oikos", of the "home", are needed: oiko-nomoi
and oiko-logos. However, historically eco-
nomics and eco-logy has developed apart.

Medieval Europe was thinking about iustitia
distributiva and iustitia commutativa: justice
in distribution and in exchange. When in

W1802 0641 A5 boekje Symposium 02-18.indd 19

Europa the Light of Enlightenment went on,
this thinking was replaced with the thoughts
of homo economicus: pursuing self-interest,
rationally maximizing utility against least
costs. These are small thoughts for an
"Enlightened” spirit. Modern economic
science still uses this thinking and built
the global economic world system on it.

The neoclassical economic thinking sees the
economy as a system of demand and supply,
tending to a general equilibrium and not to
be disturbed. These thoughts, founded in
mathematics and thermodynamics, have
been translated in a mathematic-modelling
approach (Van Dalen & Klamer 2009). Oikos-
questions, e.g. environmental pollution, are
dealt with as unpriced "external effects”.
Ecology as a science originated in the 70's
and can be seen as a kind of “counterforce”.

Economics is about human behaviour. It is
not a system regulated by natural law, but
is about rules of the game, which can be
offended. People can behave economically
or uneconomically. To judge knowledge

is needed of the specific situation of the
economy, of the oikos, in which someone
is living or working. “"Oiko-logy” is needed
to create a good “oiko-nomy": only with
knowledge of the oikos, the right rules can
be made. Homo economicus only knows
self-interest, to say it simple.

Thinking another way

Yes we can think another way. The Value
Based Economy of Klamer (2016) focusses
on realisation of values for the full width of
reality: family (oikos!), social environment,
the market (of course), government, culture.
And with her "embedded economy” Kate
Raworth (2017) puts economic behaviour
explicitly within the boundaries of reality
(see picture): within “the doughnut”. Due to
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the mutual dependency within the oikos,
within the "doughnut”, cooperation is
indispensable. These approaches have
to be operationalised, which takes time.

Economy and Peace

Independently making a living in your own
oikos is an important condition to live in
peace and liberty, in no way discarding other
important conditions: justice, health care,
education, etc. In making a living people are
economically dependent on each other.
Indispensable are cooperation, exchange and
tuning: the free market is ideally suited for this,
but onLy wiTH A LEVEL PLAYING FIELD @and FAIR PLAY.
Hundreds of millions of people are longing for
this mutual dependency in freedom. World
history mostly shows economic oppression,
lack of economic freedom and unwanted
economic dependency, in many ways, unto
today. How to think of dependency on the
financial markets?

In modern capital-ism the financial profit
norm on the financial markets regulates
economic development. Taking account
of all facets (values!) in the oikos makes
investments “more expensive” and so
financially less profitable, especially in the
short run. Less profitable developments,
such as sustainable circular production or
small scale independent ways of making
a living, have to give way to financial
transactions giving more profit in the short
run. And more is better than less, isn't it?

Opportunities?

Digital technology is developing fast.
Blockchain based cryptocurrencies are the
talk of the day, especially as new opportunity
of financial investment, well fitting in modern
capital-ism: high and volatile profit makes
speculation interesting. Money still as end.
More important is using the new technology
for new ways of finance in support of

Kate Raworth's Doughnut

climate change
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Source: Oxfam
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sustainable economic development: circular
economic production, small scale initiatives,
taking account of the whole of the oikos, new
solutions still not thought of. That is the real
challenge to change the financial system:
money as means, immune for capital-ism.

To create financial space for transition to a
new economy. Debt been put into discussion,
will there also be a new financial anchor point?
It will be possible: there are plenty of examples
in the world, also in Europe. Much more is
possible.

Only breaking the dominance of the financial
markets will create the space to deal with

the oiko-nomoi, with the real boundaries,
possibilities and requirements of the oikos,
and to realise other values than market or
money value only. That will open up and bring
space for a global oiko-nomic and oiko-logic
development as a basis for countries living
together in peace.

The longest journey also starts with a first step.

let’s change

YOU. US. THE WORLD.
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