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Abstract: The North Atlantic Financial Crisis of 2007 did suddenly and massively
disrupt the activities of financial markets and financial institutions that were
organised under a market-based financial architecture at local and international
levels. Both corporate and public policies were at the origin of this financial
organisation that was established since the seventies and put at issue by this crisis.
Finance and government were then as much complementary as rival actors
throughout this market-driven transformation of local and international financial
systems. Bank bailouts of 2007–2008 may be situated in this comprehensive and
historical pattern, and embedded in the institutional structure that was designed
and implemented to organise trans-national financial markets and financialisation.
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Cornelia Woll’s book provides a comprehensive and insightful empirical analysis
of bank restructuring processes in six jurisdictions in the aftermath of the Global
Financial Crisis. Her timely analysis shed light on this crisis that originated in
Anglo-American contexts and spread through global financial institutions across
national jurisdictions, forcing local authorities to intervene. In fact, it may be
labelled North Atlantic Financial Crisis of 2007 due to its origin, as was the case
for the Asian Financial Crisis of 1997. The “global” label appears to somewhat
undermine issues of contagion and interdependency that were critical in the crisis
mechanics. These issues are at the core of both bank resolution and socio-
economic impact. This impact spread across local financial systems through a
market-based financial architecture that was designed and implemented to foster
and enable global financial markets and financialisation of national and interna-
tional economic affairs. From this perspective, the “global” label diverts attention
from its very origin and related issues, raising the question of the “productive
power” of finance – that is, its capacity to produce subjects and drive the public
debate through systems of knowledge and discourse, according to Woll’s defini-
tion of this epistemic, ideological and rhetoric power.

All the commentaries and the author’s introduction and rejoinder included
in this book review symposium do carefully consider Woll’s analysis, its con-
tribution, limits and implications for understanding and possibly improving
bank restructuring processes. Some further elements may be considered which
stand behind those processes, concerning: the state/market divide; the market-
based financial architecture and its crisis; and the monetary and institutional
interventions that helped rescuing the financial system besides (and behind)
bank restructuring. All these elements point to the legal and institutional setting
stressed by Moutot’s and Thiemann’s commentaries. This setting frames and
shapes the political inter-action between government and finance, while it can
be and has been reframed and reshaped by this interaction.

From a theoretical viewpoint, several decades of quite misleading economic
analysis has opposed state and market as antagonistic institutional regimes, and
powers. In fact, they do complement and sustain each other as much as they are
distinctive and distinct. We may argue that the very basis of finance stands upon
a legal structure, since financial instruments including the legal tender have a
legal dimension which is integral to their nature and working operation. While
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labor relations can exist without such legal instrumentality, shares, bonds and
derivatives cannot.

From a political-economic viewpoint, government interventions in guaran-
teeing bank liabilities and taking over bank bad assets did factually (and
materially) extend the perimeter of protected monetary instruments from depos-
its to other financial securities and activities, broadening the monetary basis and
related financial coverage at least on temporary basis. This dynamics shows
significant complementarities and interdependencies which must be understood
and regulated, pointing to the the link between banking, government and the
monetary institutions (IMF, 2015; Moe, 2015).

In this context, the market-based finance which collapsed during the North
Atlantic Financial Crisis has been enabled not only by financial corporate policies
and strategies, but also by a series of top-down reforms and political moves,
mainly after the disband of the Bretton Woods Accords, often driven by interna-
tional institutions and agreements, and originated in Anglo-American contexts.
Concerning the US context, we may mention the reform of US pension funds
since the seventies (Biondi & Boisseau, 2015), the progressive decline and repeal
of the Glass-Steagall Act since the eighties (Wray, 2013), the progressive endorse-
ment by allowance or requirement of mark-to-market and fair value accounting
measurements especially for financial assets and liabilities since the nineties
(Allen & Ramanna, 2013), and the Commodity Futures Modernization Act of
2000 (Stout, 2011, commented by Biondi, 2011 and Pradier, 2011), along with
the permissive supervisory policy that left US financial institutions overdevelop-
ing their mortgage-backed securities market-making.

Once this market-based finance disrupted, since the summer of 2007, gov-
ernments stepped behind it. These interventions were not limited to rescue
insolvent financial institutions, but included a broader set of actions besides
bank restructuring.

For instance, the AIG rescue by the US Federal Reserve – exercising its
emergency powers under section 13(3) of the Federal Reserve Act – was critical
to uphold the financial system in US and abroad. Insurance contracts were a key
element of the financial processes behind marketable financial contracts and
related inter-bank reciprocal obligations. If AIG – the main insurer of them –
disrupted, the contagion would have spread even more largely and intensively.

Moreover, a stampede of financial institutions were enabled to merge with
and reincorporate as insured depository institutions in the United States, making
them qualified for Capital Purchase Plan (CPP) and Federal Deposit Insurance
Corporation (FDIC) money, certainly easing their institutional and prudential
constraints.
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Last but not least, mark-to-market accounting was suspended in both US
and Europe (Bignon, Biondi, & Ragot, 2009), enabling financial institutions to
avoid recognising losses and impairments – including goodwill impairment – on
their portfolios at current market prices that had collapsed. However, this did
not pave the way to a comprehensive reconsideration of the new accounting
model of reference for financial institutions, a model that has been designed
upon a mark-to-market basis, and proved to be pro-cyclical and dysfunctional
for financial stability and sustainability (Biondi & Giannoccolo, 2015).

Concerning monetary interventions, the central banks in both US and UK
complemented inter-bank refinancing facilities whose activity was disrupted,
upholding both governmental financial capacity and inter-bank credit.
Generally speaking, this was done by expanding the monetary basis to include
financial securities issued or held by both financial institutions and govern-
ments backed by those central banks (Biondi, 2014; Pistor, 2012).

While all this manoeuvring was effective in copying with the global spread
of the North Atlantic Financial Crisis, it did also enable finance to not fully
acknowledge its overarching corporate social responsibility concerning sustain-
able financing for economy and society. Both the “game of chicken” and the
resistance to cooperate by some leading financial institutions – stressed by
Woll’s analysis and discussed by its commentators – were surely eased and
even enabled by the institutional and monetary interventions mentioned above.

In the aftermath of the North Atlantic Financial Crisis, influential public reports
and statements stated several fundamental issues and concerns (for instance, the
Turner Review: FSA, 2009; Volcker, 2009), foreshadowing the limits and hazards of
a market-based financial architecture. However, and unfortunately, the political
window that was opened in the aftermath of the crisis to comprehensively address
these issues and concerns appears having been progressively closed.

As Mark Carney (2014, p.3), Governor of the Bank of England, states:
“Capitalism loses its sense of moderation when the belief in the power of the
market enters the realm of faith. In the decades prior to the crisis, such radicalism
came to dominate economic ideas and became a pattern of social behaviour. As
Michael Sandel argued, we moved from a market economy to a market society.
Market fundamentalism – in the form of light-touch regulation, the belief that
bubbles cannot be identified and that markets always clear – contributed directly
to the financial crisis and the associated erosion of social capital”, which “refers to
the links, shared values and beliefs in a society which encourage individuals not
only to take responsibility for themselves and their families but also to trust each
other and work collaboratively to support each other.”

“What will History say?” Remembering Bertrand Shaw (1901, third act
‘The Devil’s Disciple’)’s General Burgoyne’s reply, “History, Sir, will tell lies, as
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usual”. Temptation is now strong to forget the lessons from the eighties, the nighties
and the North Atlantic Financial Crisis of 2007, coming back to market-based
finance as usual along with validation of those emergency measures. This would
leave unaddressed the underlying issues and concerns, including national, regional
and international regimes for debt restructuration and bank bailout and resolution.
The contribution by Woll’s book and its commentators does effectively resist this
temptation, seeking for facts and analysis to reach a better understanding of amajor
historical event.
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