Forschungswerkstatt Finanzgeographie
Frankfurt School of Finance & Management
Frankfurt, 9th-10th November 2017

Fi n G @ Financial Geography Lab 2017

5; Frankfurt School

of Finance & Management

Financial chains:
a good idea?

Dr Martin Sokol

Associate Professor
Department of Geography
Trinity College Dublin
Ireland

sokolm@tcd.ie

] S 35 v Trinity College Dublin
£ \ +Herc kg Cotiste na Triondide, Baile Atha Cliath
- ‘v u The University of Dublin

Europe:

Western Banks in Eastern Europe:
New Geographies of Fi ialisation

"




KEY POINTS

Brutal world:
INEQUALITY + INSTABILITY
(Global Financial Crisis)
Role of finance? ....... Central!
Neo-liberal, financialised(-ing) capitalism
Lazzarato (2012): ‘debt economy’

— BUT: lack of analytical tools to analyse this new
debt economy! (Lazzarato, 2012, p.10 and 32)

ALSO: lack of analytical tools from a geographical
perspective!

Possible way forward: FINANCIAL CHAINS concept




DEBT ECONOMY (Lazzarato, 2012)

‘Debt economy’ = “more appropriate term than finance or
financialised economy” (Lazzarato, 2012, 24)

“Everyone is a ‘debtor’, accountable to and guilty before
capital” (ibid, 7)

‘Homo debitor’ /‘indebted man’ (sic) -- vs. -- ‘Homo economicus’

All actors subject to creditor—debtor relationships and the
discipline of financial markets.

financialisation is in fact “an enormous mechanism for managing
private and public debt” (ibid, 23)

Debt = “central to understanding ... neoliberalism” (ibid, 25)

“[i]n neoliberalism, what we reductively call ‘finance’ is indicative
of the increasing force of the creditor-debtor relationship” (ibid,
23).

Debt = “mechanism for income redistribution”(ibid, 29)

Debtor-creditor relationship ‘intensifies mechanism of
exploitation and domination at every level of society’ (ibid, 7).
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Mortgage = “extraction of capital
from homeowners to financial
mvestors" (Aalbers 2008, p 152)
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“FINANCIAL CHAIN” CONCEPT

Source: Adapted from Sokol (2017) Research in International Business & Finance




“FINANCIAL CHAIN” CONCEPT

Source: Adapted from Sokol (2017) Research in International Business & Finance




“FINANCIAL CHAIN” CONCEPT

value transfer

> credft/debt
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Source: Adapted from Sokol (2017) Research in International Business & Finance

social relation




“FINANCIAL CHAIN” CONCEPT

value transfer over time

> credft/debt <

social relation over space
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Source: Adapted from Sokol (2017) Research in International Business & Finance




FINANCIAL CHAINS IN THE DEBT ECONOMY
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‘Financial chains’ — metaphor 1:

* financial linkages which transfer values over
space and time...




‘Financial chains” — metaphor 2:

e actors are ‘chained’ to each other in a social

relation, shaping each other s actions...
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RELATED GEOGRAPHY CONCEPTS...

 Networks of value (Smith et al., 2002)

e Circuits of value (Lee et al., 2008; Lee et al., 2009)

* Financial infrastructure (Halbert, 2017)

* Global financial networks - GFN (Coe, Lai & Wdjcik, 2014)

Neil M. Coe et al.
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RELATED GEOGRAPHY CONCEPTS...

... VS FINANCIAL CHAIN

Some key differences:

Follow BOTH money (investments) AND reversed flows of value
(repayments / financial expropriation)

Not only value, but ALSO social relations (power)

Network vs chain (metaphor)

— nature of linkages between actors: strong, durable, unbreakable, better
sense of power/bond/domination...

— BUT: chains can (and often do) come in a network configurations!
— sequence of chains & ‘chain reaction’
— debtors chained to particular geographies

Space AND time

Linking households, states, firms, fin. institutions & markets

Possible conversation with macroeconomic theories
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New GEOgraphies of
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NEW EMPIRICAL TERRAIN

Western banks in Eastern Europe

T Household Debt as % of GDI Index - Related Functions Menu ¥
FALISKPR  54.3 As 0f 12/31/13
OECD Slovak Republic Household Debt as ...

95) Compare 96) Actions ~ 97 Edit ~ Lme Chart
"' ov A ---

YID 1Y 5Y Max Yearly' | &

Track ~ Annotate * News O. Zoom

1 Law on 12/31/99 1; 0

PRVA STAVEBNA

SPORITEINA

2005 2006 2007 2008 2009 2010 2011 2012 2013

Edit Panel 301) Expand Panel ®




CONCLUSION: KEY POINTS

Lazzarato (2012): ‘debt economy’

 Financialisation = “an enormous mechanism for
managing private and public debt”

 Debt = “mechanism for income redistribution”/
“exploitation and domination” within the ‘debt economy’

 BUT: lack of analytical tools to analyse it!

FINANCIAL CHAINS concept/metaphor:

* financial investments AND repayments

* value transfer AND social relation

* space AND time

* actors chained to each other

* debtors chained to particular geographies
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