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²Ƙŀǘ LΩƭƭ ǎŀȅ

Å¢ƘŜ Ǝƭƻōŀƭ ŎǊƛǎƛǎ ŀƴŘ ǿƘŀǘΩǎ ōŜƛƴƎ ŘƻƴŜ

ÅHow the argument is shifting

ÅThe rising importance of innovation, 
social industries

ÅΨŦƛȄƛƴƎ ǘƘŜ ŦǳǘǳǊŜΩ ƴƻǘ ǘƘŜ Ǉŀǎǘ





IMF recommended ςbetter to do too much than too little, and 
guideline of 2% of GDP for stimulus, but governments 
improvising, uncertain about what works ς

Åwhether to spend heavily (US ς12% of GDP) or avoid raising 
national debt (Europe ς1.5% of GDP), 
Åwhether to see regulation of markets as the answer or 
government action, 
Åwhether to nationalise banks, 
Åwhether to expect a long downturn ςor a short sharp shock
Åwhether to protect industries (17/20 G20)

! ǎƛǘǳŀǘƛƻƴ ǎƛƳƛƭŀǊ ǘƻ ²ƛƴǎǘƻƴ /ƘǳǊŎƘƛƭƭΩǎ ŘŜǎŎǊƛǇǘƛƻƴ ƻŦ мфол ςno 
maps, our compasses broken

The definition of a depression  -Ψŀ ǊŜŎŜǎǎƛƻƴ ǿƘŜǊŜ ǘƘŜ ǇƻƭƛŎƛŜǎ 
ŘƻƴΩǘ ǿƻǊƪΩ



ÅDirect causes ςsub-prime, excess lending, 
leverage

ÅUnderlying causes ςexcess consumption 
and debt, weak regulation, global 
imbalances

ÅSteady detachment of financial economy 
from real economy: derivatives - $1200-
1400 trn, global economy $50trn



Economy Society

Short-term

? ?

Long-term

? ?



Government actions 

ÅMergers, nationalisation, attempts to contain 
toxic assets, changes to regulation

ÅSubsidisingcredit for small firms (loan 
guarantees)

ÅBailouts of key industries (automobile &c) with 
loans and guarantees

ÅDelaying repossession of homes



Stimulus packages including

ÅCutting sales taxes (UK, Canada)

ÅPublic works ςΨǎƘƻǾŜƭ-ǊŜŀŘȅΩ όŀƭƭύ

ÅGreen jobs ςhome insulation through to electric 
cars (Korea, San Francisco)

ÅHealth enhancement (USA)

ÅSchool buildings (Australia)

ÅHigh speed rail, canals, cathedrals (France)

ÅExtending education (everywhere)

ÅSupporting internships (Korea)



Local, regional and city responses

ÅCreating new banks, credit unions, direct provision of finance

ÅTaking housing into public ownership ςto sustain prices

ÅPromoting urban agriculture and temporary uses of land not 
being developed ςLondon roofs to New York floating farms

ÅWork creation programmes , volunteering ςkeeping people 
ŀŎǘƛǾŜ όŎǊƛǘƛŎŀƭ ƭŜǎǎƻƴǎ ƻŦ Ǉŀǎǘ ΨLƴǘŜǊƳŜŘƛŀǘŜ [ŀōƻǳǊ aŀǊƪŜǘǎΩύ

ÅProgrammes for unemployed graduates - staying on , 
microenterprises,   empty properties as colleges, volunteering

ÅParallel currencies, timebanksςas in the 1930s, Germany today



The long view ςfinancial economy and 
real economy

Å Carlota Perez on the cycles of technological change over two centuries

Å Phases of rapid innovation, investment; finance dominant; laissez faire 
policies, then financial collapse, leading to reregulation, return of state, 
and radical institutional innovation, leading to .... 

Å {ǘǊƻƴƎ ƎǊƻǿǘƘ ŀǎ ƴŜǿ ŀƭƛƎƴƳŜƴǘ ƻŦ ǘŜŎƘƴƻƭƻƎȅ ŀƴŘ ǎȅǎǘŜƳǎ όΨ.ŜƭƭŜ 
EpoqueΩΣ Ǉƻǎǘ-war miracle)

Å Example of 30s ςcar, electricity, suburbs ςrequired demand management, 
welfare states

Å Today requires global institutional reform,  domestic policy shifts to 
address ageing, ecology, migration ...



Implications for governments

ÅAddress immediate crisis but in ways that reinforce 
long-term priorities for reform, innovation
ÅFocus on sectors likely to create jobs and wealth in the 

recovery ςsocial sectors, environment, technology
ÅΨCƛȄƛƴƎ ǘƘŜ ŦǳǘǳǊŜΩ ŀǎ ǘŜǎǘ ŦƻǊ ǇƻƭƛŎƛŜǎ ŀƴŘ ǎǇŜƴŘƛƴƎ
ÅInvest in infrastructures ςsmart energy,  broadband -

and science ςcogno, nano, info, bio
ÅInvest in entrepreneurship ςbusiness, social, public
ÅSeek out radical efficiencies and productivity gains
ÅBack innovators ςaround jobs, graduates, uses of land, 

incubators 




