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NeoNeo--GramscianGramscian GPEGPE

Quite successful in some IR/Politics 
departments
However, what tends to be lacking is 
economic theory proper limited 
potential for wider impact
Systematic methodology is also 
partially absent
– for instance, Robert Cox’s famous “Essay on Method” 

fails to mention any social scientific method

The roots of the estrangement of 
economics from the social sciences

Neoclassical economics has become insulated from 
the social sciences because of the inherent logic of 
its geo-historical development:

1. Ontologically, the positivism of classical economics 
grounded both the capitalist conception of man and 
the notion of ‘invisible hand’ leading to the 
automatic harmony of atomist market-actors.

2. Rhetorically, the mathematical conceptions of 
neoclassical economics, revolving around the 
concept of equilibrium, simultaneously imply the 
quality of being ‘scientific’ and reinforce (1).
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Classical orthodoxyClassical orthodoxy

David HumeDavid Hume: empiricism, ontological : empiricism, ontological 
atomism, the idea of selfatomism, the idea of self--correcting marketcorrecting market
Adam SmithAdam Smith: the concept of division of : the concept of division of 
labour, the metaphor of ‘invisible hand’ labour, the metaphor of ‘invisible hand’ 
(advocating free international trade)(advocating free international trade)
David RicardoDavid Ricardo: used drastically simplifying : used drastically simplifying 
assumptions, systematic thought experiments assumptions, systematic thought experiments 
and rigorous deductive logic in constructing and rigorous deductive logic in constructing 
argumentsarguments

steps towards neoclassical reasoning;steps towards neoclassical reasoning;
theoretically, Ricardo also developed the notion theoretically, Ricardo also developed the notion 
of of ‘‘comparative advantagecomparative advantage’’

NeoNeo--classical fundamentalismclassical fundamentalism
In the late 19th century, new notions emerged, such as:In the late 19th century, new notions emerged, such as:
–– marginal utility and marginal costs marginal utility and marginal costs 
–– elasticity of supply and demand curves elasticity of supply and demand curves 
–– and the general equilibrium analysisand the general equilibrium analysis

Newtonian physics provided the model of scienceNewtonian physics provided the model of science
–– the basic tool: differential calculusthe basic tool: differential calculus
–– the 19th century developments in probability theory were also utthe 19th century developments in probability theory were also utilisedilised

Many of the breakthroughs were made in France and Germany, but Many of the breakthroughs were made in France and Germany, but 
this form of reasoning became hegemonic in the US in the course this form of reasoning became hegemonic in the US in the course of of 
the 20th century, consolidating its leading and disciplinary rolthe 20th century, consolidating its leading and disciplinary role in e in 
the aftermath of World War II and at the outset of the Cold Warthe aftermath of World War II and at the outset of the Cold War
Once the conceptual basis was established, neoclassical economisOnce the conceptual basis was established, neoclassical economists ts 
could focus on studying the mathematical properties of differentcould focus on studying the mathematical properties of different
systems of pricesystems of price--determinationdetermination
–– research excellence was defined in terms of increasing sophisticresearch excellence was defined in terms of increasing sophistication of ation of 

mathematical and statistical tools, i.e. in terms of technical mmathematical and statistical tools, i.e. in terms of technical methodsethods

The real effects of the neoclassical The real effects of the neoclassical 
methodology (supported by abundant methodology (supported by abundant 

funding and funding and PaxPax AmericanaAmericana))
1.1. In contrast to the classical political economy, this kind of cloIn contrast to the classical political economy, this kind of closed sed 

system modelling implies the total separation of economy from thsystem modelling implies the total separation of economy from the e 
rest of society.rest of society.

2.2. The practical realThe practical real--world problems of the classical economists fade world problems of the classical economists fade 
into the background and economics develops as something akin into the background and economics develops as something akin 
to a branch of mathematics.to a branch of mathematics.

High theoristsHigh theorists: If the world does not accord with the predictions of : If the world does not accord with the predictions of 
the theory, the problem does not lie in theory but in the world the theory, the problem does not lie in theory but in the world that fails that fails 
to meet the requirements of the rigorous theory. Therefore the to meet the requirements of the rigorous theory. Therefore the 
conclusion is usually that, instead of revising the orthodox theconclusion is usually that, instead of revising the orthodox theory and ory and 
perhaps also its methodological underpinnings, the world must beperhaps also its methodological underpinnings, the world must be
changed to accord better with its prescriptions.changed to accord better with its prescriptions.

3.3. Over time, for those economists focussing on the technical Over time, for those economists focussing on the technical 
methods only, the conceptual foundations of their narrow and methods only, the conceptual foundations of their narrow and 
specific approach started to appear increasingly selfspecific approach started to appear increasingly self--evident and evident and 
universalisableuniversalisable..

Keynes “general theory” Keynes “general theory” ISIS--LM apparatusLM apparatus
the imperialism of economics (e.g. Gary Becker)the imperialism of economics (e.g. Gary Becker)
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The implicit scientific or critical The implicit scientific or critical 
realism of heterodox economicsrealism of heterodox economics

Orthodoxy contested heterodoxy
Marx as a “proto-critical realist”

– the bulk of classical political economy ‘confines itself systematising in a pedantic way, 
and proclaiming for everlasting truths, the trite ideas held by the self-complacent 
bourgeoisie with regard to their own world, to them the best of all possible worlds’

– the main problem of Marxist economics: the labour theory of value
– perhaps Marx was in fact more Aristotelian than critical realist…

Keynes was a kind of Marshallian, but introduced or developed a 
number of new notions, at times coming close to Marx

– in the real world, future is open, and therefore uncertainty prevails
– also, the fallacy of composition is prevalent macroanalysis must be primary
– and a number of theoretical innovations

The basic methodological point of Keynes is line with realism: 
assumptions must be realistic and empirically corroborated
Also many other key figures of the 20th century economics agreed
with Marx and Keynes: Schumpeter, Kalecki, Robinson, Galbraith 
and others criticised orthodoxy by claiming that its models are 
irrelevant in understanding the way real economies work

– orthodoxy is thus dangerously misleading if applied in policy

CriticalCritical realismrealism as a as a frameworkframework for for 
reintegratingreintegrating economicseconomics and GPEand GPE

GPE presupposes various theories of heterodox
economics & GPE itself is based on realist tenets
potential for reintegration
The framework of CR:

realist conception of causality
open systems; action (efficient cause), structure (material
cause) and power (transformative capacity causality)
epistemological relativism
the process of iconic modelling
geo-historical qualitative evidence is ontologically
primary, but also quantitative evidence indispensable
”contrastive demi-regs”

TowardsTowards reintegrationreintegration
Various hypotheses and expanatory claims can be
respecified in critical realist terms, and then
systematically assessed in terms of ontological, 
theoretical and empirical plausibility
Orthodox economic theories, heterodox economic
theories and contentions of GPE often make references
to the same area of reality and purport to explain
overlapping outcomes (although they are usually
specified in somewhat different ways, there is overlap
that suffices for systematic comparison)
– this is not only to enrich GPE but also to introduce concepts

such as structure and power to economic theory
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A A keykey exampleexample: : 
explainingexplaining financialfinancial crisescrises

HowHow to to explainexplain financialfinancial crisescrises suchsuch as the as the soso--
calledcalled Asian Asian crisiscrisis of 1997of 1997-- 98?98?

ThereThere havehave beenbeen nearlynearly 200 200 financialfinancial crisescrises
sincesince the the latelate 1970s1970s

RelevantRelevant contrastivecontrastive demidemi-- regsregs indicativeindicative of of 
transformativetransformative powerpower of financeof finance

Daily forex trading volume 
and its ratio to central bank reserves

Year Forex 
volume per 
day 

Average 
annual 
growth 

Global 
official forex 
reserves 

Ratio of 
reserves/forex 

1977 18.3  265.8 14.52 
1980 82.5 65.2 386.6 4.52 
1983 119 13.0 339.7 2.85 
1986 270 31.4 456.0 1.69 
1989 620 31.9 722.3 1.17 
1992 880 12.4 910.8 1.04 
1995 1249 12.0 1148.8 0.92 
1998 1490 6.0 1636.1 1.10 
2001 1200 -7.5 2021.5 1.68 

All forex and reserves figures in billions US dollars 

 
 

Volatility in currency markets
(Standard deviation of monthly changes)

   1960-69      1970-79      1980-85      1986-89      1990-94

United States 0.2 1.1 1.8 2.1 1.5
Japan 0.3 1.9 2.4 2.4 2.4
Germany 0.7 1.9 2.4 2.4 2.4
France 1 1.2 1.1 0.8 0.7
Italy 0.3 1.7 0.7 0.6 1.9
United Kingdom 1 1.5 2 1.8 2
Canada 0.2 1.1 0.9 1 1.1
Australia 0.6 2 2.3 3 2.2
Austria 0.4 0.7 0.7 0.5 0.6
Belgium 0.3 0.8 1.1 0.8 0.9
Denmark 0.4 1.1 1 0.8 1
Finland 2.1 1 0.9 0.6 2.1
Greece 0.2 1.5 2.9 0.9 0.8
Iceland 4.4 3.7 3.4 1.6 1.1
Ireland 0.5 0.7 1.4 1.2 1.4
Netherlands 0.3 0.8 0.9 0.7 0.8
New Zealand 1.3 1.6 2.4 3 1.4
Norway 0.4 1 0.9 1.4 0.7
Portugal 0.4 1.9 1.7 0.8 0.9
Spain 1.2 2 1.4 1.1 1.5
Sweden 0.9 1.1 1.7 0.5 2
Switzerland 0.4 1.6 1.5 1.2 1.5
Turkey 0.3 6.7 3.8 2.7 6.7

Average 0.773913 1.678261 1.708696 1.386957 1.634783
Average of G7 0.55 1.5375 1.8 1.8375 1.725
(excl. Italy) + Australia + Switzerland

Source: OECD 1995
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Global markets of bonds and equities

Cross-border transactions in bonds and equities (as percentage of GDP) * 

1975 1980 1985 1990 1991 1992 1993 1994 1995 1996 1997 1998 
United 
States 

4 
 

9 
 

35 89 96 107 129 131 135 159 213 230 

Japan 2 8 62 119 92 72 78 60 65 79 96 91 
German
y 

5 7 33 57 55 85 170 158 172 200 257 334 

France n.a. 5 21 54 79 122 187 197 187 258 314 415 
Italy 1 1 4 27 60 92 192 207 253 470 677 640 
Canada 3 9 27 65 83 114 153 206 187 251 355 351 

*Gross Purchases and sales of securities between residents and non-residents. 
n.a indicates data not available. 
  Source: BIS 1999b: Table VI.5, 118. 

 

ExplainingExplaining financialfinancial crisescrises

DistinctionDistinction betweenbetween triggerstriggers and and generativegenerative structuresstructures
triggerstriggers cancan bebe extrinsicextrinsic to the to the financialfinancial systemsystem, , whilewhile the the 
structuresstructures and and powerspowers generatinggenerating thesethese kindskinds of of crisescrises areare
characteristicallycharacteristically intrinsicintrinsic to to ””developeddeveloped”” systemssystems of financeof finance
the the constitutiveconstitutive and and regulativeregulative rulesrules of of financialfinancial practicespractices areare
alsoalso legallegal regulationregulation mattersmatters, and the , and the lineline betweenbetween inside and inside and 
outside of finance is goutside of finance is gradedraded, fuzzy and, fuzzy and contingentcontingent

Key Key conceptsconcepts: : opennessopenness –– uncertaintyuncertainty –– institutionalinstitutional
arrangementsarrangements
StructureStructure as an as an outcomeoutcome of the of the pastpast processprocess: the : the 
financialfinancial multiplicationmultiplication processprocess tendstends to to resultresult in a in a 
structurestructure thatthat hashas the the powerpower to to generategenerate crisescrises

rearticulationrearticulation of of somesome of the of the basicbasic ideasideas of Keynes, of Keynes, MinskyMinsky, , 
KindlebergerKindleberger and and othersothers

WhyWhy diddid globalglobal finance finance rere--emergeemerge? ? 
PowerPower of of financialfinancial actorsactors

RulesRules of action: of action: expectationsexpectations areare formedformed in in termsterms of of 
orthodoxorthodox economiceconomic theoriestheories –– thisthis becomesbecomes alsoalso a a 
prescriptionprescription howhow thingsthings shouldshould bebe
ResourcesResources: : financialfinancial multiplicationmultiplication hashas increasedincreased the the 
transformativetransformative capacitycapacity of of financialfinancial actorsactors usingusing theirtheir
availableavailable resourcesresources to to bringbring aboutabout desireddesired changeschanges ((e.ge.g. . 
attacksattacks againstagainst a a currencycurrency))
AlsoAlso directdirect lobbyinglobbying –– collectivecollective associationsassociations pursuingpursuing
common common interestsinterests and and viewsviews

pushingpushing for for reformsreforms thatthat ensureensure continuouscontinuous extractionextraction of of furtherfurther
resourcesresources into the into the financialfinancial systemsystem

TheseThese, , howeverhowever, , dodo notnot sufficesuffice to to explainexplain the the rere--
emergenceemergence of of globalglobal finance, finance, althoughalthough theythey certainlycertainly coco--
explainexplain somesome of the of the subsequentsubsequent developmentsdevelopments
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ExplainingExplaining furtherfurther layerslayers of of globalglobal finance: finance: 
structuralstructural powerpower and and hegemonyhegemony

HistoricalHistorical rere--emergenceemergence of of hautehaute finance finance in thein the 1960s and 1970s1960s and 1970s
at at firstfirst, , problemsproblems of of competitivenesscompetitiveness combinedcombined withwith hegemonichegemonic
aspirationsaspirations of of particularparticular statesstates (US, UK)(US, UK)
thenthen transnational transnational hegemonyhegemony of of economiceconomic orthodoxyorthodoxy

EurodollarEurodollar marketsmarkets, , offshoreoffshore centrescentres, , taxtax havenshavens structuralstructural powerpower
as as ’’exitexit optionsoptions’’ for capital (for capital (bothboth productiveproductive and and financialfinancial))

As a As a consequenceconsequence, a , a panopticanpanoptican systemsystem hashas emergedemerged: : creditcredit ratingrating, , 
exitexit optionsoptions, social , social allocationallocation of of shortshort--termterm ((speculativespeculative) capital and ) capital and 
relatedrelated media media practicespractices makemake governmentsgovernments accountableaccountable to to shortshort--
termterm investorsinvestors ratherrather parliamentsparliaments OECD OECD governmentsgovernments havehave
becomebecome increasinglyincreasingly susceptiblesusceptible to the to the argumentsarguments of of economiceconomic
orthodoxyorthodoxy and, and, alsoalso, , accessibleaccessible to the to the financialfinancial lobbyistslobbyists
StatesStates and international and international organizationsorganizations areare, , howeverhowever, , alwaysalways involvedinvolved
in in anyany processprocess of of developmentdevelopment of transnational of transnational financialfinancial marketsmarkets

the US and the IMF the US and the IMF werewere pushingpushing for the Asian for the Asian tigerstigers to to liberaliseliberalise theirtheir
financialfinancial marketsmarkets in the in the earlyearly 1990s, 1990s, alsoalso as as partpart of the of the geogeo--economiceconomic
strategiesstrategies of the US of the US statestate

ExplanationExplanation, , criticismcriticism and and 
transformativetransformative praxispraxis

A deeper understanding and explanation of the conditions
and generative structures of financial crises is also critical
A critical condition- - ’T is an inferior account’
An explanatory condition – ’T can be explained’
T in this case could be an orthodox economic theory as 
applied to finance 
– T assumes that financial markets are determined by developments

elsewhere, and financial markets and other markets are in a 
simultaneous equilibrium or getting ´there + ’invisible hand’

The point now becomes to change those structures that
presuppose T normative argument for transformation
Communicative action primary, but peaceful strategic
action may also become necessary
A direction has to be established: concrete utopias
– political possibilities, success and viability always contextual and 

contingent

ConclusionConclusion
In the case of explaining the late 20th century financial
crises, the construction of an explanatory model began
with a rearticulation of Keynesian theories, respecified in 
critical realist terms
Then it moved to explaining the emergence of the powers
and structures that account for the possibility of these
kinds of financial crises
At first: power-analysis focusses on financial actors (first
and second dimension in Lukes’ categorisation)
But deeper structural analysis – leading also back to past
actions of states and international organisations, in 
accordance with the transformational model of social 
activity – is necessary as well; here we can also draw on 
many neo-Gramscian studies
In this kind of explanation, (heterodox) economics and 
GPE become fully integrated, as part of the wider scheme
of wholistic social scientific explanation


