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Abstract

The 2008-9 crisis, the functioning of global financial system, and the European debt crisis that started
in 2010 have been tightly intertwined. The Euro crisis is, in essence, a second phase of the epic
recession that began in 2008-9. Moreover, the ideological underpinnings or inherent contradictions of
the EMU are not specific to the EMU only. Similar ambiguities and imbalances characterize also the
dynamics of global political economy as a whole. In this paper, | argue first that the Euro crisis requires
reforms in the systems of global governance; and second that this conclusion should be generalized
from a non-Eurocentric perspective. New mechanisms of global governance are needed, capable of
adjusting deficits and surpluses in a fair and reasonable way and capable of steering the speed,
direction, composition and distribution of economic growth on a planetary scale, also to ensure
ecological sustainability. Relevant reforms include an expanded role for SDRs or a new global
currency; a mechanism by means of which world trade deficits and surpluses can be automatically
balanced; a debt arbitration mechanism; global taxes; elements of global fiscal policy & redistribution;
and support for workers’ rights and trade unionization on a planetary scale, both out of solidarity and to
increase global aggregate demand. Governance has implications to power and democracy. Even though
it is often desirable to increase the autonomy of states in conducting their economic policies, the
initiatives to strengthen governance and develop new global institutions along the proposed Keynesian
lines points to a different direction, towards global democracy. By combing these two considerations,
what emerges is a vision of democratic global Keynesianism, presupposing a new global imaginary of
ethics and politics.
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Resolving the Euro Crisis: Towards Democratic Global Keynesianism

There have been two phases in the world economic crisis that started in 2008-9. In the first, the crisis
was just barely contained by the actions of states and central banks. The OECD region sank into an
epic recession, but managed to avoid full-blown depression. Although the crisis is global, its effects
have not been evenly distributed. Uneven growth is part of the whole story of the development of the
world economy, and was also a background factor on the 2008-9 crisis. There was only a small dip in
the economic growth of China and some other Asian countries, in part because major resuscitative
measures were taken in Asia too. The OECD region started to recover because of such measures, and

over the course of 2010 stock market prices began to return to pre-crisis peak levels.

The rescue and resuscitation packages were funded to a large extent with public debt, however.
Because of the crisis, a significant amount of private debt became public debt. The second stage of the
crisis was triggered by the state debt crises in the OECD countries and especially in the Eurozone. Cuts
to public expenditure also began to be demanded in those countries where public debt had not been a
problem as such. When many countries implemented deflationary policies at the same time, overall
demand fell both across Europe and in the world economy as a whole. The stronger the drive for public
spending cuts and wage cuts for ordinary citizens, the worse the world economic prospects for growth
became. This further exacerbated the debt problem, since recession depletes state revenue and increases
expenses. The Euro crisis is thus essentially — although not only — the second phase in the global epic

recession that started in 2008-9 and indicates the interconnectedness of the globalised world economy.

In its general social scientific meaning, globalization refers to the expansion of the field of
societal relations, and to the decreasing significance of physical and temporal distances.? Goods, ideas,
and technologies have travelled and have been transported over long distances relatively_quickly for
centuries, and more circuitously for millennia. Since the second industrial revolution in particular,
means of transport and communications have developed dramatically. People’s everyday experiences
have become increasingly intertwined through world economic mechanisms and interdependencies.’
Nowadays real-time simultaneous communications from almost any part of the world to anywhere else
are affordable and easy to many, and intercontinental flights are entirely routine for the wealthy classes.
For these and related reasons, relations of power and dependency in society have become increasingly

transnational and transcontinental. Globalization in this abstract spatial sense is not primarily



dependent on any dominant ideology.

Globalization in its second, economistic sense refers either to the interests and visions of
transnational corporations, or to the neoliberal ideology. The term ‘globalization’ itself began to be
used in various senses in the 1980s, and its economic meaning in particular quickly became widespread
in the mainstream media. When Harvard Business School professor Theodore Levitt published an

article on this theme in 1983, over a thousand companies quickly ordered a total of 35,000 copies of it.*

Since then, the article has been purchased and downloaded around a million times. It is a superlatively_
worded advocacy of truly global market strategies, as opposed to the traditional decentralized strategy
of transnational corporations. At this time, historical developments favoured neoliberalism. In the
1980s, states had less and less success with leftist economic and social policies: in France, for instance,
socialist president Frangois Mitterrand’s programme on taking office led to capital flight. In 1983, two
years after his election, Mitterrand made an almost complete U-turn on economic policy. Increasingly
many journalists, political leaders and also citizens began to believe British Prime Minister Margaret

Thatcher’s slogan that ‘there are no alternatives’.’

Thatcher’s neoliberalism is a doctrine of governance according to which competitive markets, or
their administrative simulation within organizations, are the best guarantees of efficiency, freedom,
justice, or all of these.® Globalization is treated as being synonymous with the so-called Washington
Consensus, a ten-poinf economic plan that for decades the International Monetary Fund, the World
Bank, and the United States Department of the Treasury have thrust on all the countries that have been
forced to turn to them for economic help.” The programme has included liberalization of trade and
investments, privatization, deregulation, strengthening of private property rights and of market
mechanisms and market discipline, and various reforms related to taxation and the use of public funds.
Also built into the programme has been the process of financialization, in which financial markets,
financial institutions, and the financial elites steadily increase their hold over company activities,

economic processes, and economic policies.

Conformity to these doctrinal demands has however been unrewarding: in the area of finance in
particular, crisis has followed crisis in quick succession. In October 1987 world markets came close to
complete collapse, and in the early and mid-1990s there were many financial crises, such as the
banking and currency crises in Finland, Sweden, and Norway; the 1992 crisis of the European

exchange rate mechanism, and the so-called Tequila Crisis of the Mexican peso in 1994. When the



Asian economic crisis of 1997-98 made headlines throughout the world, the editor of the left-wing
French journal Le Monde Diplomatique, Ignacio Ramonet, called for ‘disarmament of the markets’.®
Ramonet caused a furore with his proposals: closure of tax havens, higher capital gains tax, and a
‘global solidarity tax’, the Tobin tax on currency transactions. Ramonet’s aim in writing the piece was
to decrease the sense of social insecurity felt by ordinary citizens, and to improve the conditions for
equality and democracy. The Le Monde Diplomatique office was soon awash with correspondence,
with many readers worried by the developments of the 1980s and 1990s, writing to ask what they could
do. When no one else took the initiative, the “le Diplo” journalists themselves formed Attac
(Association pour la taxation des transactions financiéres et pour I’action citoyenne, Association for
the Taxation of Financial Transactions and for Citizens’ Action), a citizens’ organization that
developed networks throughout Europe and later worldwide. Attac rejects both Thatcher’s dogmatism
and the Washington Consensus. ‘A better world is possible!”®

Economic theory is at the heart of debates on the direction of development. The reform proposals
put forward by Ramonet and Attac draw on the economic theories of John Maynard Keynes and Michat
Kalecki, and on revised and expanded versions of these (post-Keynesian theory). In the conditions of
an irreversibly interconnected world economy, these theories cannot adequately be applied solely at
national level; a global perspective is needed. One such perspective, though limited in scope, was
presented in the 1970s by economist James Tobin, in the form of a proposal for a global tax on
currency exchanges.'® Tobin generalized Keynes’ proposal for stock exchange taxes (‘When the capital
development of a coUntry becomes a by-product of the activities of a casino, the job is likely to be ill-
done [...] It is usually agreed that casinos should, in the public interest, be inaccessible and expensive.

And perhaps the same is true of Stock Exchanges)’.**

Tobin’s brief but important step towards new worldwide solutions and institutions can and must
be generalized to apply to other activities and mechanisms also. As a follower of Keynes, Tobin was
well aware that the formation of effective aggregate demand in a single country is dependent on what
happens elsewhere.*? My argument for global Keynesianism goes further than Tobin’s. Merely
coordination of economic policies between states or the implementation of a currency transaction tax,
for example, are not enough to make the governance of interdependence sustainable. The euro crisis is
also an indication of the importance and urgency of thoroughgoing reforms to the system of

governance of the world economy. Because the EU is intertwined with worldwide political economic



processes, including financialization, global reforms would also contribute to the metamorphosis of the
EU. What are needed are the sorts of global governance mechanisms that can shape the supply of
money in the system, balance surpluses and deficits on an equitable basis, and can direct the formation,
composition, and distribution of economic growth.

Economic governance is an essential part of democracy, as Tobin emphasized in his own
proposal. However, Tobin remained tied to the traditional nationalistic worldview. But in an
interconnected world, democracy can also be applied transnationally and globally. In increasing
measure, transnational and global realities conflict with the assumption that decision-makers are — or
should only be — held accountable to the enfranchised citizens of their own country, and with the
assumption that the effects of political decisions remain confined to within the territorial borders of
states. Even if increased autonomy for states in economic policy-making could — and indeed
sometimes can justifiably — be a crucial ethico-political goal, initiatives for new institutional

arrangements point in the rather different direction, namely towards global democracy.*®

When these two views are combined, the result is a vision of democratic global K_eynesianism.
The central problem for making this vision a reality is the prevailing social imaginary, which does not
sufficiently correspond to real-world social conditions. Imaginaries are comprised of metaphors, mental
frames, and stories that enable understanding of things that are abstract and removed from quotidian
experience. At the end of this paper | sketch some new metaphors, frames, and stories that help in
forming sensible solutions both to key problems of global political economy, and to other big questions
about the future, concerning for example security and the environment. The prevailing identities and
political communities can be modified through imaginaries and common institutions. This kind of
transformation requires new answers to the perennial questions: who are we, to what communities to

we belong, and where are we going?
Global Keynesianism: The Holistic Viewpoint
As an economist Tobin considered himself ‘an old Keynesian’.!* He first proposed an international

currency exchange tax in 1972, at the time the Bretton Woods system was crumbling and the world was

shifting to and era of floating exchange currencies and free movement of capital. Tobin’s initiative was



based on Keynes’ proposal in the 1930s of a sizeable government transfer tax on all equity transactions.
Keynes also made many other proposals, including for a tax on currency reserves, and these too may
have influenced Tobin.*® He generalized Keynes’ proposal and applied it to currency markets. After
several decades and financial crises, a currency exchange tax has become a central demand of the alter-
globalization movement. The idea is still relevant, since foreign exchange has been left out of the

European Commission’s proposal for a financial transaction tax.

In 1978 Tobin suggested that a currency exchange tax would be only a second-best solution to
the problems created by acutely fluctuating currency exchange rates and, more crucially, by rapid
movements of capital. The better solution would be integration. If there were only one global currency
in the world and one central bank, there would be no need for an exchange tax. As the example of the
euro has now shown, the creation of a common currency is a complicated and demanding undertaking.
In order for the global currency project to be realizable, many other things would also be necessary,
including a global monetary policy and a common fiscal policy. And for both these prior requirements,
far-reaching economic integration is essential. From the perspective of political possibilities also, a
common global currency remains a far-fetched aspiration: ‘however appealing, [it] is clearly not a
viable option in the foreseeable future, i.e., the twentieth century’.*® In the new century the time for a
world currency and central bank may come sooner than we think, but not without extensive changes to

prepare the ground for them.

Following Keynes, Tobin stressed the importance of coordinated economic policy between states,
with a far-reaching and more global outlook on the shared responsibilities of states. Regardless of
whether the governments of the largest industrial countries acknowledge it or not, together they and
their central banks ‘are making fiscal and monetary policy for the world’. Tobin warned that this
system could easily create vulnerability to ‘the burdens of much more damaging protectionist and
autarkic measures designed to protect economies, at least their politically favoured sectors, from the
consequences of international financial shocks’.!” In other words, an uncoordinated free trade and
financial system can create financial crises, uneﬁployment, and other problems that in a later phase
lead to the rise of economic nationalism and measures of self-sufficiency or even autarchy, with
harmful consequences to worldwide wealth creation. The whole is dynamic: in weighing up the options

one must take into account the likely historical consequences, both economic and political.

Free-floating currency exchange rates are not stable. Transnational flows of capital react too



sensitively to even small interest rate and other differences, and hamper autonomous and sustainable
economic policies. Tobin’s proposed solution to excessively fast and massive flows of capital was a
currency transaction tax that would decrease and slow worldwide financial flows. This would increase
the autonomy of state monetary and economic policies by ‘throw[ing] some sand in the wheels of our
excessively efficient international money markets’.*® This departure in outlook from orthodox
neoclassical economic theory — and also from the E_uropean Commission’s proposed financial
transaction tax — is significant. From an overall economic point of view, large and overly ‘well-greased’

financial markets are a cause of inefficiency, and make sensible economic policy-making difficult.®

The several goals of a currency exchange tax — efficiency, justice, and democracy — are widely
understood, as is the way in which their realization is dependent on specifics of the taxation regime.?
In this connection it is crucial to know why Tobin placed such a high priority on coordination between
states’ economic policies and on their shared cosmopolitan responsibilities. These priorities follow
directly from Keynesian economic theory and the holistic perspective on which it is founded, according
to which the formation of demand is seen from the standpoint of all actors and countries at once.

Applying this perspective methodically is the very basis of global Keynesianism.

Throughout the 1930s Kalecki and Keynes developed theories of effective demand and of the so-
called multiplier effect. Any increase in demand will increase the degree to which overall production
capacity is utilized. Investments have a very special role, however: fixed real investments increase
long-term productive capacities, while at the same time create immediate multiplier effects on
aggregate demand and on how current capacity is utilized. For instance if a firm builds a new factory, it
gives plentiful employment and increases the demand for raw materials and intermediate product,
which provides further employment and strengthens demand for goods and services. To absorb the

increased productive capacity, however, more demand is needed in the future.

Increasing private or public consumer demand also has multiplier effects. Cleaning streets or
maintaining public gardens, for instance, increases the demand for goods and services and provides
employment, which increases others’ income and profits, which in turn creates further multiplier
effects. All these activities increase effective demand, with a gradually weakening impact. The
dynamic of growth and investments in the capitalist market economy tends to be cyclical. An upward
spiral (the fast growth phase) dominates up to a certain point, but when the turn comes the same

mechanisms start to pull in the opposite direction (depending on the conditions, towards recession or



even depression).* Demand can also be created or maintained through public measures.

One major p_roblem, however, is that national economies are not closed systems but parts of an
integrated world economy. The more connected economic activities within the borders of a state are to
the processes elsewhere in the world economy, the more the effects of public policies will spread
elsewhere. Already Keynes acknowledged that “in an open system with foreign-trade relations, some
part of the multiplier of the increased investment will accrue to the benefit of employment in foreign
countries, since a proportion of the increased consumption will diminish our own country's favourable
foreign balance’.?? Depending on the country’s position in the world economy, this can easily decrease
interest in pursuing Keynesian economic policies. In addition, if the timings of expansionary or
contractionary economic policies of different states are contradictory, or even worse, if states attempt to
transfer their economic difficulties abroad by increasing their exports (relative to imports), the end
result can be bad or even catastrophic for many countries, or for all. What is crucial thus is that all
participate fairly in maintaining adequate domestic demand, which creates export possibilities for the
others. In this way, all countries create the common conditions needed for growth.?

This is the logic according to which Tobin came to find coordination among economic policy-
makers so important. In the prevailing conditions, therefore, Tobin espoused the use of two strategies at
the same time: increased autonomy for state economic policy-making, and extensive cooperation
between the economic policy-makers of different countries. There may be no direct contradiction
between these two strategies. From Tobin’s perspective, most important of all is that politics controls
the economy and not the other way round. Still, there is some tension between the two strategies: how
can coordination of autonomous national economy policies succeed without common institutional
arrangements that are binding on all? Tobin did not consider the politics of such coordination in any
depth, instead giving his recommendations as an economic theorist researching economies as “separate”

from politics and power relations.

The problematic of an intertwined world economy affects the conditions for economic policy not
only through trade relations or through their governance by the World Trade Organization, but also in
many other ways.** Trade requires a global monetary and credit system, and must always be conducted
in some currency or other. Since the end of the Second World War the US dollar has occupied this
central role, but it is not the only trade currency. In a world of many currencies, currency exchange

proceeds in accordance with some principle, and these principles have changed over time. The same



applies to credit. Deficits can be bankrolled with credit, which is always granted in some currency and
subject to certain conditions. A state’s possibilities for managing its economy are crucially influenced
by its position in the international division of labour, its balance of trade deficit or surplus, and the
institutional mechanisms of the global monetary and credit system. The fates of countries are
intertwined through the prevailing institutional monetary and credit arrangements, which can be more
or less fair or one-sided, legal or obscure, functional or crisis-prone, sustainable or fragile. All

institutional arrangements are amenable to change.”

In addition to trade and money, the interconnectedness of the world economy can be understood
from a third perspective, through relations of production. Industrial production has always been
dependent on the supply of energy and raw materials. In the 1800s and 1900s trading companies and
empires were active in ensuring the reliability of raw material supplies, and since the late 1800s
transnational firms have extended production and sales processes from country to country. The more
complex the finished product, the more likely it is that processes involved in its manufacture and sale
have been divided into different phases. Sub-contractors are also commonly used. Mobile phones, for
instance, can contain the work of hundreds of companies. Completion of the final product is dependent
on the entire supply and production process. Increase in the demand of the final product, apparently
produced in one country, affects the economic prospects of numerous firms and their employees across
the world.

The high mobility of production and money, and advances in transportation and communications
have made it possible to decentralize production processes to different parts of the world. At the same
time as the multinational nature of production intensifies the interdependence of different regions of the
world economy, it lessens the multiplier effect of domestic demand. And at the same time as
production chains are increasingly dispersed throughout the world, the domestication of profits for tax-
related considerations — often meaning simply tax-evasion — becomes correspondingly easier, almost
anywhere in the world and especially in tax havens. These developments have effects on states’
economic policies and tax revenue, and on power relations, which also partly determine the limits of
economic policy. Mega-companies have significant structural power over national governments.?
When production and its components can be easily dispersed geographically, the bargaining posﬁon of
domestic workforces relative to transnational capital becomes weaker. Monitoring, regulation, and

steering of how relations of production are formed and of their effects are only possible through



worldwide concerted actions and common institutions.

Towards Global Keynesian Institutions

Global Keynesianism is an approach that frames questions of public economic policy and politics more
generally on the world economic scale.?” Global Keynesianism aims to regulate global
interdependencies in such a way as to pToduce stable and high levels of growth, employment, and
welfare for everyone and everywhere, simultaneously. Global Keynesianism is an ecologically
responsible doctrine: governing interdependence could not otherwise be sustainable. The main themes
of global Keynesianism are public administration, democratic politics, mixed economy, global taxation,
global redistribution of wealth, global aggregate demand, joint management of investments and
financing, ecological sustainability, and the many levels and contexts of governance and their

interconnections.

The term “global Keynesianism” entered the literature in the early 1980s, and to start with was
mainly used by critics of the Brandt Report, published in 1980.%® Soon advocates of the approach
adopted the term also.” The Brandt Report developed the idea of a world civilization for the new
millennium, and propo_sed a new international economic system. Among the mechanisms that this
would include are global taxes, the revenue from which would be used in efforts to eradicate poverty
and to promote economic development of the global South. At the time of the Report, soon after the
1970s oil crisis, concern about world economic problems was widespread. The Report warned, in the
spirit of Keynes, of a repeat of the developments of the 1930s, the likelihood of which could increase
with dwindling supplies of raw materials and energy.* It also noted that the accumulation of debt in the
developing countries of the global South following the oil crisis had contributed to maintaining demand
in the industrialized northern countries.®* The problem is that accumulation of debt by the poor
countries is not a sustainable way of ensuring sufficient levels of overall demand, as has been shown by
the global debt crisis that started in the early 1980s. Interdependency is irreversible, but better methods

and mechanisms are needed to govern it.

The Report also included consideration of how transfer of global resources could contribute to
the South’s economic development and industrialization, and at the same time act as a common

stimulus package for the entire world economy (by means of development aid, transfer of funds



through taxation, and debt arbitration). Expansion of balanced markets would contribute to growth in
all parts of the world economy, but not without problems of adjustment in the affluent North. The
import of products from the global South replacing domestic industrially produced equivalents — in
later years, above all from China — most harshly affects residents of the poorer regions of OECD
countries, particularly those with less skills and lower levels of education. The task of states is to
actively facilitate adjustment to these changes by maintaining full employment, supporting alternative
sources of employment, and implementing or maintaining active regional policies.** Other suggestions

made in the report include:

e price stabilization mechanisms for primary products, benefitting above all the developing
countries;

e acontrolled and actively supported transition towards renewable energy sources;

e and common legally binding regulations on the investments and other activities of transnational

companies.

The Commission also recommended a new world monetary and credit system.** According to the
report, regional arrangements such as the European Monetary System require a functional global
monetary and credit system.** The Special Drawing Rights system set up by the International Monetary
Fund in 1968 was the first stgp towards a genuinely international currency.® This system should be
developed and extended: the monetary system of the future cannot be based on the currency of any
particular country, but should rather be founded on a jointly approved global currency. This future
currency would form the basis for currency reserves, and could also be used to help control the amount

of liquidity (the combined total supply of money) in the world as a whole.

Surpluses and deficits would be counted in the global currency. Adjustment mechanisms that
apply in the same ways to all parties could prevent the accumulation of surpluses and deficits, for
instance through reallocation and redistribution of SDRs. A function of the IMF is to lend money to
deficit countries when necessary. Although in the view of the Brandt Commission some loan
conditions are understandable — as a bank, the IMF must ensure that it gets its money back — the
dominant IMF conditions typically have effects that are the opposite of those intended, and are
particularly harsh to the most vulnerable debtors. If the IMF demands deflationary structural
adjustments from a state, the onus is on the organization itself to show that these are justified, as it must

assume responsibility for the effects of these measures on solvency, income distribution, employment,



and social services. Irrespective of the content of the conditions, the time allowed for implementing the
adjustments must be sufficiently long (the use of earth’s orbit around the sun — a year — as the basic
time-unit of economic processes is arbitrary and highly problematic). Also, power should be distributed

more evenly by giving a greater role in decision-making to developing countries.*®

The Brandt Commission’s proposals awoke widespread discussion, but they led to no practical
measures. Over three decades later, the most far-reaching of the report’s proposals remain unrealized.
In the early 1980s, the world was increasingly pushed onto the path of the neoliberalism espoused by
Thatcher and Reagan. But the neoliberal world order itself also tacitly contains some global Keynesian
elements. In practice, the United States has had the role of the main engine of demand in the world
economy. The country’s chronic deficit, except for a few years during the 1990s, and ability to pay off
its debts by printing dollars and by mobilizing dollar-valued sovereign bonds have bridged the gaps in
global aggregate demand. Demand has been maintained through increasing the levels of debt more
generally too, which is a central element of the financialization process. This state of affairs came to an
end with the 2008-09 crisis and its aftermath, however.*’

Even if Europe’s stability mechanism of the austerity programmes of the US and Britain were to
succeed in stabilizing the situation in the short term, which is unlikely, there are no grounds for
assuming that the world economy can return to pre-2008-09 growth path, which in any case was
leaning more and more downwards. Financial fragility constrains private deficit consumption, and
increasingly stringent conditions are now being imposed on public deficit consumption. The US is

unable to serve as the global demand engine any longer.

Global Keynesianism offers an alternative to following the neoliberal path to the bitter end.*® By
intervening in the immediate and fundamental causes of the economic crisis that began in 2008, gﬁbal
Keynesian New Deal would prevent the future development of the same conditions that have led to the
present crisis. By influencing the conditions for economic growth and its sustainability, the New Deal
would reduce the amount of social antagonisms and would at the same time create conditions for
effectively tackling the major future challenges facing industrial civilization. Such a New Deal would
be a large stride towards the sort of world that could come to terms with its own interconnectedness in
an ethico-politically meaningful way. The following are just some of the elements that belong to an

ecologically sensitive global Keynesian programme of reform:



» anexpanded role for SDRs, or alternatively the establishment of a new global currency, and the
creation of a mechanism by means of which world trade deficits and surpluses could be
automatically balanced (based on Keynes’ International Clearing Union, the Brandt
Commission proposals, and other more recent proposals);*

« adebt arbitration mechanism and reform of the money and credit system in order to put

financing on a sustainable basis;

» support for workers’ rights and trade unionization on a planetary scale, both out of solidarity
and to increase global aggregate demand;

» global taxes, such as an armaments tax and various financial transaction taxes, and a greenhouse

gas emissions tax;

» an adequate basic level of education for all, implemented in such a way that funding for
realization of the universal right to education would also be seen as part of the global

redistribution of wealth;

* regulation and maintenance of demand at a universal level, which presupposes the coordinated
institutionalization of economic policies between nation-states and functional international

organizations — coordinated for example through a world parliament.

Global Keynesianism rests on an economic theory that holds that within a continuously changing
world economy, two general tendencies nonetheless hold: uneven and contradictory trajectories of
development that can be self-reinforcing, and development and inequality gaps that are often prone to
widen.*® Through tackling the contradictions and inequalities of the world economy and creating a new,
planetar_y institutional framework, this whole entity can be made to work more sensibly, sustainably,
fairly, and with more foresight than the present system. Crucial for overall development of the world
economy is to build up efficient demand at a level corresponding to ever-increasing productive

capacities — in a world characterised by increasing ecological limits to growth.

A central Keynesian idea is that a relatively even distribution of wealth is beneficial from the
perspective of aggregate demand, not least because less well-off consumers consumer the bulk of their
income. Within many countries and also globally, rising inequalities between groups and classes are a

problem.** For this reason, the goal must be to raise real wages and other income, especially in the



global South, which would also lessen pressures to cut wage levels in the global North and expand the
southern markets for northern goods.*? This cannot be brought about without broad political support for
trade union movements and organization of labour power throughout the world. As such, workers’
rights and systematic worker organization could become the central goal of planetary economic policy

for states and international organizations.

Registration and taxation of the arms trade would have many simultaneous objectives.*® First of
all, arms registration would bring transparency to states’ military capacity, and to its direction and pace
of development: it would become clear to all what weaponry each country is buying and selling. Arms
taxation, for its part, would claim a portion of the profits on the arms trade for other purposes, such as
poverty eradication and development. This source of tax revenue could be channelled especially to
those parts of the world where there is acute risk of civil war. Various proposals in this vein have been
made since the 1980s. In 2003, French president Jacques Chirac and his Brazilian counterpart Luiz
Inécio da Silva proposed an arms trade tax as part of their efforts to reduce poverty and to create

innovative new funding mechanisms. **

The European Commission’s 2011 proposal for a Europe-wide financial transaction tax contains
no proposal for taxing currency exchanges. In June 2012, a group of nine EU countries is proceeding
on the basis of this proposal. Because of the exclusion of currency trade, the proposal leaves open the
possibility of working for a global currency transaction tax in tandem with the European financial
transaction tax. The aim of a currency exchange tax would be to impose some much-needed calm and
stability on the global financial system, and at the same time generate revenue for global initiatives for
the common good. A global greenhouse gas emissions tax, for its part, would provide an incentive to
reduce the use of fossil fuels and to step up development of more energy-efficient technologies and
other sources of energy. This tax would be aimed at influencing company investments and also
individual consumers, and the revenue it could generate could far outweigh that generated by a global
currency transaction tax. The best way to realize these or other global taxes would be to assemble like-
minded coalitions for negotiating and implementing a treaty and a functional international organization

for implementation of the system first amongst themselves.*

A certain proportion of global tax revenue could be used to fund a universal basic education
system for the whole world. A well-functioning system of this kind, motivated by cosmopolitan

solidarity, would be one means of simultaneously promoting growth and peaceful politics for the future.



Education is an essential condition for industrial development, and education for girls in particular
helps to hurry all the world’s countries and regions through swift demographic transition and to bring
population growth (an ecological problem) to a head as soon as possible. Basic education cannot work
unless local actors and conditions are centrally involved in organizing it, and neither can development
come about without a sustainable local tax base. With the aid of a global fund, however, education
could be actively advanced everywhere there are difficulties in providing equitable basic education to
all.

A global Keynesian programme also includes the establishment of many new functional
organizations, such as tax organizations, and each of these would have multiple times larger funds than
any international organization currently extant. From the standpoint of regulating global aggregate
demand, the key question is how to create the kinds of institutional arrangements that would allow
coordination between the economic policymakers of states and international organizations. One
possible solution to this is a world parliament. This would not need to have legislative powers, nor need
it be the sovereign centre of the world community; it could be a conglomeration of various coordinating

bodies, and the highest interpreter of international and later cosmopolitan law.

The Argument for Global Democracy

At this stage it is useful to return to James Tobin’s ideas. When Tobin presented his idea for a
worldwide currency transaction tax, his most important goal was to safeguard the economic policy
autonomy of sovereign states.*® Tobin did not consider the monetary system from the perspective of
economic theory or economic policy, but rather saw that the question was also one of democracy,
which has inherent value irrespective of economic effects. In the same spirit Tobin argued in 1999 that
‘[t]o claim, as some right-wing ideologues did, that the victory of the West in the Cold War was the
victory of economic liberalism was ridiculous: it was the victory of democracy and the mixed
economies’.*’ Despite Tobin’s understanding of democracy as a value in its own right, he was not

prepared to apply the democratic principle beyond the borders of nation-states.

Tobin’s argument on democratic grounds for a global currency exchange tax can be generalized



into an argument for global democracy. Tobin’s ambition was to reduce the size, volume, and power of
excessively “efficient” transnational financial markets in light of their many undesirable consequences,
including to national autonomy. In some sense he also understood that the present institutional
arrangements could be transformed, although this would not be politically easy. The argument for
transforming unnecessary and undesirable worldwide power relations is fundamentally an argument for
global democratic emancipation.*® The present institutional order is not natural or inevitable, nor even
very effective. On the contrary, its various elements are in many respects founded on mistaken

theoretical and ideological assumptions.

Global finance has become an established part of transnational power relations. There are good
reasons for making the relations between finance and credit more equitable and democratic. The
creation of a currency transaction tax could well be one part of the sort of ethico-political response that
would open the dominant hierarchical power relations to political conflict and change. But for this goal
to be attained consistently, both the means and the ends must be democratic. This idea can be further
generalized to apply to all the areas of governance to which the global Keynesian argument also applies.
When the processes are intertwined and in conditions of deep interdependence, relations of power are
necessarily involved. Emancipation from non-essential and undesirable power relations is possible
through common democratic governance, or even through government. Democratization can be

brought about either by changing existing systems, or by creating new ones.

Too often, democracy is treated as merely being synonymous with elections and
parliamentarianism. Global democracy refers to a complex and multi-level network of different
systems of governance, within which democratic principles can be combined in different ways.*® But a
world parliament could also have a significant role in this system in the future. It would be a global
body, with representatives elected on the principle of one person, one vote. Yet a world parliament

would not otherwise need to replicate the institutional frameworks of already-existing parliaments.

The central function of the world parliament could be to coordinate economic policy and other
activities between states and functional organizations. A second reason for the creation of a world
parliament derives from the contradictions and indeterminacy of international law. Law is always
vague, but this usually does not cause problems of legality when legislators, judges, and citizens share
many of the same background assumptions and values, and when approved and legal procedures exist

for resolving interpretive conflicts. In world politics, by contrast, different parties can be radically at



odds as to how to interpret laws. There is for this reason a need for a legitimate body that can solve
interpretive conflicts and clarify what the law is. Such a proposal could give real powers to a world
parliament, but on the other hand it would avoid the familiar problems and dangers of proposals for
world federalism based on the idea of a sovereign legislative centre.*

Towards Planetary Politics and a Global Imaginary

Democratic global Keynesianism is a cosmopolitan doctrine. It does not approach matters from the
standpoint of any single group, nation, or state, but rather takes as its starting point the global political
economy as a whole, with all its ecological and other consequences. Democratic global Keynesianism
also rejects the assumption that the world has a centre — Eurocentrism is as bad a starting point for
understanding the world economy as sinocentrism. From a holistic perspective it is clear that the euro
crisis is also a manifestation of neoliberal globalization and worldwide financialization. The European
Monetary Union has its origins in the collapse of the original Bretton Woods system in the early 1970s.
The EMU’s founding ideas are rooted in precisely the same economic theories as the neoliberal
ideology itself. The global financial crisis of 2008-09 triggered the EMU crisis. Although the EU itself
could in principle resolve the ongoing euro crisis, at least for the time being, the key to a sustainable
solution lies in reform of the system of governance of the world economy.

Democratic global Keynesianism can also explain why and how a world economy that rests on
traditional orthodox economic liberal doctrines and their neoliberal variants are easily driven to one-
sided and parochial reactions and counter-reactions. Mere market globalism is on no more stable a
footing than nationalism, and both are part of the same mutually dependent system of sovereign states
and capitalist market economy. In place of this combination we need global Keynesianism.

But even if cosmopolitanism is theoretically correct, can it work in practice?™* Are people not by
nature communal animals in the Aristotelian sense? Isn’t our thinking based on IanEuage — inaworld
full of different languages? The conflict between communitarians and cosmopolitans began in the city-
states of antiquity. Cynics and heliocentrists opposed the Aristotelian city-state-centric and geocentric
worldview. Much later, the scientific revolution in Europe returned heliocentric and cosmopolitan
thinking to the fore. Enlightenment philosophers criticized and ridiculed those who believed their own
city, country, or civilization to be the centre of the world, or even superior to others.*?



During the Enlightenment, however, almost everyone was in practice still confined by poor
means of transport and communications within a relatively narrow geographical scope. Practically no
Enlightenment-era philosopher had ever ventured beyond Europe. The most famed proponent of
ethico-political cosmopolitanism, Immanuel Kant, spent his entire life, from 1724 to 1804 in the
Prussian town of Konigsberg where he was born. Though Kant never travelled more than fifteen
kilometres from the town, he had an extensive philosophical and scientific library at his disposal. At the
time he was producing his cosmopolitan writings in the late 1700s, the capitalist press and the
revolutionary wars were fostering the rise of nationalism. The period from the Napoleonic wars to the
Second World War and the independence of the former Great Power colonies was the golden age of
nationalism. Each nation trumpeted its distinctiveness and excellence on the basis of the same ideas.*

The Second World War was the first genuinely global war. New communications technology
enabled immediate reporting from all fronts across the globe, while enabling intensive domestic
propaganda campaigns on a massive scale.>* Globalization has created an everyday awareness of the
world’s interconnectedness, even though new technologies can also increase divisions and
fragmentation. In any case, the foundations of a planetary imaginary have been laid through the
development of new technologies and world economic interdependency.

In social theory, the concept of an “imaginary” refers to the parameters within which people can
develop mental pictures or maps of their own social existence.® In order for an envisioned social
reality to be realized in social practices and institutions, it must first be imagined. This is in accordance
with the principle verum esse ipsum factum: the true is precisely what is made.>® Because people are
always born into already-existing practices and institutions, the social world appears to us to be given
as an objective reality. And indeed in many ways it is, since in social realities that are constructed in
this way there are also many relations, connections, and mechanisms that people cannot (fully)
understand or control. This includes power relations to which they often adapt, even despite their
opposing them.

Social reality is made possible by the imaginative capacities of human beings, and it rests on the
prototypes, categories, frames, and metaphors that are present in, but particular to, every language and
historical period. Through tacit background assumptions and structures of meaning, plausible stories
can be told of who we are, where we have come from, and where we are headed — and what our

common interests are. Nationalistic thinking is structured this way, but it is also possible to create and



advance a global imaginary.>’

Cosmopolitan prototyﬁas, frames, and metaphors were developed already during the Copernican
revolution: if the Earth is not after all the centre of the universe and everything else does not orbit it,
how could any arbitrarily chosen point on Earth — itself a sphere — be a “centre” of the world? Giordano
Bruno, Christiaan Huygens, and Voltaire went even further, by conceiving of myriad solar systems that
each had worlds similar to our own, but which were possibly more technologically and morally
advanced. Kant began his philosophical career by developing the concept of a galaxy and a naturalistic
theory of the origins of the solar system.*®

The League of Nations, the United Nations, and the Bretton Woods institutions could never have
come into being without a cosmopolitan consciousness. Since the end of the Second World War market
globalism has given rise to many planetary prototypes, frames, and metaphors for commercial purposes.
Many are familiar with the photo taken from Apollo 17 on the journey to the Moon: the Earth
illuminated by the Sun is the stuff of countless logos, book covers, and Internet images. Environmental
and aid organizations were the first to make use of the photo. And later it was resorted to by many
intellectuals, who rather than treating the planet as a 24-hour shopping centre relate to it as their
home. In the 1960s and 1970s many alternative movements adopted the slogan “Act locally, think
globally” — but why should thought and action be shackled to any one place on the planet’s surface?
Shouldn’t we think cosmically and act globally?®® Don’t shared problems demand global solutions?

Visual prototypes and metaphors are not en_ough however to create a global imaginary. Also
needed are prototypical stories and their role models, so as to provide the whole with meaning. H. G.
Wells launched the idea of real world history almost a century ago, and this has since become part of
both global and universal history, or Big History. In these stories, the history of humankind is naturally
linked to the history of the human species, through an incremental transition from biological to cultural
evolution. The history of the human species becomes parts of biological evolution through systematic
increases in diversity and complexity. In turn, the history of life forms part of the history of the solar
system and the galaxy. This is the transition from cosmic to biological evolution. Through these
developments, world history is framed as part of an immensely broader process, which offers the
possibility of seeing activists and politicians as role-players in a cosmic drama.

From this angle, Wells’ assessment of Woodrow Wilson, for example, at the Versailles peace



negotiations in 1919 is very similar to that Keynes: ‘“The worldwide outbreak of faith and hope in
President Wilson, before he began to wilt and fail us, was a very significant thing indeed for the future
of mankind’.®* At Versailles, Wilson’s cosmopolitanism wilted in the face of primitive nationalism and
the urge for d_iscipline and revenge. “The first attempt to create a world law faded like laughter at an
inn’.%% To Wells, this was however merely an attempt on the journey towards a unified and democratic
world_community. Things were taken further after the Second World War, and since then there has been

a steady proliferation of international treaties and organizations.

In his “Big History’ developed in the 1990s and 2000s, David Christian emphasizes the success of
diplomats and environmental activists in reversing some environmental trends. Many endangered
species have been saved from extinction through cooperative efforts, and air pollution in Europe has
been markedly increased through international treaties. The 1989 Montreal Protocol on Substances
That Deplete the Ozone Layer has had some success.®® These achievements also can be understood as
early steps towards a more functional world communiy (on the cosmic scale, a few decades or

centuries are vanishingly small periods of time).

Warren Wagar has outlined some of the role models that may become central to the historical
developments of the coming several decades. In his ‘short history of the future’, the capitalist world
economy drifts into a major depression in the near future, simultaneously with the worsening of climate
change.®* A group of students form a study group that over time develops into a global political party.
After the_global catastrophe this party becomes the central political force in the world, and it eventually
succeeds in creating a democratic socialist global republic. This in its turn turns out to be only an
intermediate phase, since through the development of human capabilities centralized states become
redundant. These kinds of stories are prototypes: they frame topical historical events and offer
expectations and behavioural models for the future. In product development, a prototype is an early
model that is used to test and further enhance ideas or processes.®

What Comes after Globalization?

Globalization in the first sense of the term refers to the historical situation in which the world is
irreversibly intertwined and in which a basis for a planetary imaginary has already been built via the



development of technologies and world economic practices and institutions. In its second, political
sense, globalization denotes the project of the liberalization of profit-seeking private capital from all
constraints. This project came to a head through the 2008-09 crisis and its aftermath. Aggregate
demand in the world economy can no longer be maintained with the aid of the United States’

overconsumption, financialization, and accumulation of private or public debt.

The process of European integration could also tumble, unless there is a successful change of
direction. The fragmentation of the EMU as a result of the ongoing economic difficulties would cast
doubt on and politicize the basic principles of the EU, while legitimation problems could prompt the
core EU countries develop a social democratic federation. The more Eurocentric and short-sighted is
this federation’s self-perception, the more prone it would be to merging with the prevailing conditions
of the global political economy, with all their contradictions. A better possibility would be for the EU to
be able to develop common institutions as part of a broader global whole. This would also enable and

ease the EU’s own reformation.

A permanent debt arbitration mechanism that upholds the rule of law would enable swift and
timely response to debt crises before they get out of hand. This mechanism would not be enough by
itself, for instance, if several large economies got into economic trouble simultaneously. Problems also
arise if creditors” own finances are fragile due to their being in debt themselves. For debt arbitration
and restructuration to work, finance as a whole must be sustainably based. Making it so demands the
sort of institutional measures and mechanisms that can be only partly created within limited territorial
states.

In this paper, | have outlined a global Keynesian New Deal. By tackling the immediate and
fundamental causes of the economic crisis that began in 2008, this New Deal would prevent the repeat
of such serious economic crises in the future. By shaping the conditions for economic growth and its
sustainability, the new common institutions would reduce the amount of social antagonism and at the
same time create the conditions for solving problems of industrial civilization. The global Keynesian
New Deal would also be a long stride towards a world with a self-understanding that adequately
reflects the intertwined reality of the world economy.

When processes are intertwined and interdependency is the norm, relations of power and

asymmetric dependency also develop. These can be democratized either by changing existing systems



of governance, or creating new ones. Global democracy requires however that a sufficiently large
proportion of actors think and act cosmopolitically. The idea of an “imaginary” refers to the parameters
within which people create images or mental maps of who, what, and where they are. The global
imaginary arises from prototypes, metaphors, framing, and stories that derive from the world as a
whole, its history, and the future that is only beginning.

An interwoven world requires the ability to grasp the dynamic and historically evolved wholes of
which we ourselves are parts. This could be called a holoreflexive understanding.®® The term refers to
the ability to see things, such as ourselves and our daily lives, as parts of worldwide developments and
social structures. The spread of holoreflexivity entails the politicization of the world economy, and the
forging of new systems of governance. A different kind of globalization is possible.
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