
Interrogations #4, Sociology 929, Week 5, February 20, 2018 
Democratizing Finance 

 

 

1. Siying 

Questions: What is the ownership of the proposed public financial systems? Is there danger of ending up 
with statism? Previous experience provides little reason to be confident about a large-scale, successful, 
truly democratic financial scheme. Can finance really be democratized? 

I am very confused by this week’s reading, and even the idea itself. It seems to me that the 
fundamental of the entire idea is the assumption that current financial system has already been largely 
public, which I am really unconvinced of. I can understand why the widely-held image of capital being 
scarce and private could have been a myth, that credits can be created through some financial 
operations, but to say that the “public sovereign” authorizes and franchises its “faith” to financial 
institutions and let them transform it into “spendable money” seems to me very abstract and vague. All 
the diagrams in Hockett’s piece provided very limited help for my understanding of either how the 
current financial system works, or how he envisions a democratic financial system should work. 

Block’s piece is more specific and tries to form an institutional design of such a system. He lays 
out three principles for “radical finance reform” (p61): non-profitability, decentralization and 
specialization, but none of them touches on the ownership of either these entities that will should the 
responsibility of financing the entire society, or the decision-making power on societal financial 
operations. How much capital in the society should be reserved for lending and borrowing? What should 
the interest rates be? Where should the money come from? How to prevent delinquency and default? If 
what we are striving for is truly to democratize finance, to design a socialist alternative of the current 
financial system, then we must be clear about how to make sure: a) these institutions are collectively 
owned, and b) financial decisions are collectively made. From Block’s three principles, I really cannot tell 
what is “real utopian” about this process. 

I think Hockett also obscures this problem, by using the term “sovereign public” all the time. 
This term does not clearly distinguish the state from citizens, especially when he lightly makes 
assumptions like “The Fed and the Department of Treasury… act on behalf of the American public as 
sovereign franchisor.” (P13) Without a clear-cut distinction between the state and the people, and a 
specific definition of where the ownership of the institutions and the decision-making power should 
rest, we run a risk of ending up with a statist financial regime, instead of a socialist, democratic one. 

In general, I am just not sure about the idea of democratizing finance itself, especially its 
achievability. We have seen some tragic failed attempts, the most profound of which being microfinance 
that resulted in numerous suicide in India and several other developing countries. The relatively 
successful ones, like the LETS schemes, often suffer from inability to expand in scale. Before we can do 
anything about the financial system, it seems to me that we have to redefine “money” and what role it 
should play in a socialist society. As Hutchinson et al. points out, “Capitalised money will produce a 
capitalist economy.” (p191) My personal opinion is that in a socialist society, money should no longer 
represent “credit” and should no longer be “spendable.” Instead, the only role for it is to indicate values 
of products and serve as the standard of exchange, just like the “indicative prices” in a participatory 
planning economy. As long as money exists in the form of currency that circulates among people in a 
society, it will not able to totally shake away its inherent capitalist character, and it will continue to 
empower the capitalists and deprive the others. Therefore, for almost everything that we read this 
week, I feel the authors are still trapped in the orthodox definition of money and its social functions. 



Interrogations #4, Soc929. Real Utopias. February 20 2 

 
EOW Comment: Your puzzlement about precisely what it means to democratize finance is 
understandable. Neither of the core essay provide a transparent specification of this. And you are 
certainly correct about the ambiguities that come from Hockett’s failure to distinguish the state from 
“the public” (understood as the people in the society).  I assume that the core idea of rendering the 
system more deeply democratic concerns a) subordinating banks more firmly to the state, rather than 
giving banks such open-ended franchise powers, and b) more deeply democratizing the state itself.  

In your comments I wasn’t sure what you meant by making money no longer spendable, but still 
having it serve as the standard of exchange.  

 

2. Wendy Y. Li 
 
How can proposals to democratize finance adequately address the complex nature of global financial 
institutions? I found this week’s reading to be overly centered on the western nation-state. While most 
authors acknowledged the global nature of finance and the dominance of the U.S. Dollar in the world, 
there was no recognition, let alone discussion, of the necessity of World Bank, IMF, or regional 
development bank reform. Perhaps some necessary level of reform in the U.S. is a prerequisite to 
reform of these multilateral institutions—after all, the U.S. is the largest stakeholder in most of these 
institutions—but due to the increasingly autonomous nature of these bureaucratic institutions, 
meaningful reform can be done in these settings, largely insulated from the constraints of the U.S. 
political climate or any other domestic politics. Any thorough effort to democratize finance will 
necessarily have to consider the World Bank and the IMF, which exercise considerable influence on the 
economies of the global south, where the rate of population growth and market expansion will vastly 
outpace the global north in the coming decades.  
 
In theory, there are elements of the World Bank and IMF that align well with the mission to democratize 
finance. They are non-profit in nature, are subject to political oversight, and uphold certain normative 
commitments. In practice, however, we know these characteristics are often lost. In behavior that many 
describe as “pathological,” these institutions devise systems of measurement and evaluation that 

further neoliberal agendas and obscure local culture and practices. [see: Barnett, Michael and Martha 

Finnemore. 2004. Rules for the World: International Organizations in Global Politics. Cornell University 

Press.] The oversight exercised by shareholding countries is uneven and limited. Through conditionality, 
institutions require borrowing countries to enact policies that do not reflect the democratic will of their 
people. By working closely with private lenders to build out their loan packages, these institutions allow 
private financial institutions to profit from the poverty of other nations. The U.S. financial system is 
deeply entangled in this behavior, and any effort to reform the U.S. financial system must also consider 
the repercussions that will be felt in development finance and multilateral monetary systems.  
 

EOW Comment: Perhaps the way of approach the global finance system is to ask: what would be an 
optimal global finance system, given that national finance was properly democratized? So long as the 
power of finance was concentrated in private wealth-holders hands it is hard to imagine how an 
egalitarian-democratic system could be built internationally.  This of course also raises the issue: are 
their building blocks for a democratic finance system that can be instituted within a country even if 
private wealth remains highly concentrated? The idea of community banks, credit unions, and other 
forms of public banks are often treated as those building blocks within countries. Can their be global 
analogs to this? 
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3. Youbin Kang 

Block’s transition to socialism includes the proposition to democratize finance through subordinate 
markets to the government, or the nonprofit financial sector, that is overarching and encompassing of 
the economy. Hockett has a similar but more complex system in mind that I did not fully understand, 
but also one which systematically links in the activities of the speculative private sector into an 
overarching public system. Given the importance and prominence of foreign direct investment of 
western companies on economic development in the global south, and the tightly bound international 
financial system, I question whether the external linkages of speculative finance were a consideration of 
these authors. Would private capital flows to the global south be mediated through Western Central 
Banks when they are issued in the form of derivatives? How would political relationships facilitate or 
hinder economic growth in the global south? The lack of capital controls in today’s economy holds sway 
in the geopolitical relationship between the US and China. Foreigners (including countries and 
international organizations) own 34% of the U.S. debt, in many cases in the form of U.S. treasury 
securities. How would we envision external relationships of social finance in the picture that Block and 
Hockett provide?  

EOW comment: It would seem almost inevitable that in order for finance to be democratically- 
subordinated there would have to be capital controls on international flows. Surely speculative hot-
money driven by profit maximization under conditions of high volatility is inconsistent with any 
notion of democratic finance. What I am not clear on myself is whether the capital controls needed to 
obstruct that also mean serious impediments to more constructive flows of capital internationally – 
the kind of real FDI. The idea of democratizing finance is not the same as democratizing all wealth, 
just democratizing the credit-formation and allocation process (at least that is how I think of it).  

 

 

4. Annaliese Grant  

One large tenant of multiple readings this week seemed to focus on the importance of local democratic 
governance of finance systems. In chapter 10 of Hutchinson’s book, she writes,  

“At the local level a provisioning economy based on sufficiency would be defined and organised 
in many different ways and on different technological and cultural bases. What would no longer 
exist would be the globalisation of commodity production based on the ‘comparative 
advantage’ of cheaper wages and resource costs in money terms. This would not preclude trade 
in exotics, meaning literally those things that are not obtained locally, but this would be based 
on fair trade. With no accumulation of riches in particular economies there would be no 
pressure for economic migration, although cultural exchange and movement of peoples 
between communities would still occur”  

While what Hutchinson writes about the inequalities of globalization are true and important, I think they 
also assume that there is no global society which is also democratic or possibly utopian. Hutchinson isn’t 
the first to think this way, many of the readings we have done throughout the semester seem to focus 
on a need for local democratic systems in the creation of a real utopia. However, it seems that in moving 
away from global systems and toward local systems, we are also in many ways asking that society move 
away from neoliberalism by moving back toward liberalism, rather than truly imagining an entirely new 
system which incorporates our newfound global society and democratic ideals at the same time. My 
question is if moving toward localism is possible or even truly desirable? It seems that by emphasizing 
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local community, we privilege the importance of physical location over other community-types and also 
fail to recognize the global society that already exists. Why can’t a real utopia be both democratic and 
global, thereby incorporating the lives, experiences, and input of people in the global south as well as 
the western discourse that seems so far to dominate real utopian thinking?  

EOW Comment. You address a really thorny problem here: does the ideal of democratization 
necessarily move us towards localism and away from the idea of a global society? Is there a way to 
imagine democratization of global processes – in the present case, financial flows -- without this 
implying their deglobalization? 

 

 

5. Sara Trongone 

I am typically wary of proposals that seek to seize and transform state power as a primary strategy for 
effecting socialism (rather than those that seek to deepen and “scale up” features of the social 
economy) due to the threat of technocratic or authoritarian capture. Although Block’s proposal for a 
network of specialized and decentralized nonprofit financial institutions (‘franchisees’) authorized to 
create credit is somewhat of a ‘state’ rather than ‘social’ scheme, it devolves decision-making power to 
non-state actors and does seem like a viable means of subordinating markets to social power. It also 
seems to meet the basic criteria of a ‘real utopian’ project by: 1) altering capital flows, 2) attenuating the 
hegemony of monopolistic, risk- and profit-seeking financial institutions, 3) enabling workers to regain 
control over the means of production through the availability of cheap credit, and 4) increasing income 
and social provisioning through savvy public goods investments, thereby raising the standard of living.  
Functions 1 - 3 demonstrate potential to both tame and erode capitalism, and function 4 may help 
foster a robust social economy.  

 That said, I worry that Block’s design does not sufficiently democratize the internal workings of 
these nonprofit franchisees. As it stands, nonprofit loan officers wield tremendous unilateral authority; 
they may weed out supposedly unmeritorious proposals and fund meritorious ones on the presumption 
of good faith, ostensibly as stewards of the public interest. Could we tweak this design so that loan 
officers rotate, are drawn randomly from the citizenry (preferably direct stakeholders in a particular 
investment proposal, provided that they are given adequate training and technical support), or are 
replaced by democratic councils? I’d prefer a model of participatory credit appraisal similar to (but much 
less rigid and comprehensive than) the consumer councils envisaged by Albert and Hahnel. Perhaps 
communities could also establish transparent criteria/benchmarks for creditworthiness based on a 
combination of more traditional measures and social principles—i.e. collective utility, egalitarian 
distribution of resources, ecological sustainability, positive (and even) local development impacts, etc. 
Each nonprofit could then employ or train community loan officers to approve only those credit 
applications that met these criteria.   

Personal notes/other points to address in class: 

*Popular finance education as an immediate, achievable step towards these proposals. How do we take 
up this task in earnest? Some unions are beginning to heed the call for ‘demystifying’ education about 
the functions and history of money (the CWA is pursuing this in certain locals in Wisconsin).  

*Do public financing proposal need to be coupled with UBI? 

EOW Comment: It is easier to see how community banks of various sorts could be directly accountable 
to a participatory process. The reason to have nonprofit banks that were not themselves public banks 
– that had autonomy from even local government – would be to increase the heterogeneity of lending 
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priorities in the overall finance ecosystem. Nonprofit banks would have some kind of stakeholder 
structure that was built into their charters, and the stakeholders could have governance rights. The 
issue would then be the criteria for legitimate and illegitimate stakeholder specifications. 

 

 

6. Jesse Benn 

In Mellor’s short essay she argues that we need to reframe how we understand money, its purpose, and 
who controls its creation, which I really appreciate. I’ve long argued with friends that money doesn’t 
have to be what we think of it today and Mellor offers some alternatives. I also like that she is combining 
various utopias, which often seems necessary to make significant progress toward building any. E.g. On 
p. 6 she talks about a combination of participatory budgeting as a necessary aspect of rethinking how 
we understand money.  

She also suggests that the actual allocations of funds in her set up would be decided by the parties in 
power, and here I feel like she reveals a core issue holding back transformative change in the US - our 
two party system.  

Social power can only influence those with their hands on the levers of power so much, with great 
effort, and only on particular occasions, and I guess I tend to be skeptical of the notion of just electing 
better/more responsive representatives within our current system being a reasonable path forward.  

With two enthusiastically capitalist parties, significant changes away from that economic structure seem 
lacking a vehicle to impose desired changes via the state. So whether the goal is democratizing finance, 
a progressive UBI, or participatory budgeting, it feels like a prerequisite might be restructuring how we 
do elections to open the door for anti-capitalists to have a party (or parties) of our own.  

So my question is, should electoral restructuring be a primary goal for anyone focused on democratizing 
money (or several of the other utopian changes we’ve discussed this semester)?  

EOW comment:  It could be that a full scale, completer democratization of finance would presuppose 
a deep democratization of the state, but I don’t think that this implies that moves towards 
democratizing finance are impossible. A sector of community banks, cooperative banks and credit 
unions could be introduced/expanded with new missions and structures, to solve specific problems. 
That is the challenge: to think of building blocks of a more thorough alternative that can be 
introduced piecemeal even if the overall system cannot be implemented. 

 

 

7. Maryam Ahmadi 

As Hutchinson et al. explicate in the Politics of Money: Towards Sustainability and Economic Democracy, 
conventional economics views money as a “veil of the things that really matter” (10). Those things that 
matter “behind money prices” are the “relationships between commodities”; an exchange of labor and 
the physical means of subsistence (10). Moreover, according to Hutchinson et al., mainstream economic 
theory assumes that “economic activity is organized within a circular flow.” Resources (labor, land 
capital) are sold in exchange for money so as to have tangible goods and services produced. The money 
will be taken back to the market place for buying the required goods and services. This completes the 
circle (11).  
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As the analogy of “the good ship TINA” illustrates, economic theorists have been always so obsessed 
with analyzing the activity on the ship that have almost forgotten to take a look at what lies beyond. 
“The maintenance of equilibrium within the circular flow of the ship-based money economy has 
remained the focus of mainstream economic theorizing throughout the twentieth century” (226). In 
moving away from such “unsustainable aspirations of a bygone era” (226) to social and environmental 
sustainability, and in linking production to provisioning, I find Hines’ model of localism very intriguing as 
it has the potentials to address some of the concerns we have been struggling with in the class such as 
immigration, globalization, division of labor, etc. What Hutchinson et al. do not discuss though, which is 
what I’d like to better understand, is the extent to which sustainable product-service systems (either 
use-oriented PSS or result-oriented PSS) could methodologically, rather than ontologically, affect finance 
in its mainstream sense.  How would diverting the focal point of the economic cycle from product 
ownership to product use change the ways in which finance operates? By the way, this is not a rhetorical 
question! I see the potentials but just can’t differentiate between the part money plays in buying 
products versus its role in buying “access” to products.  

EOW comments: The contrast between access to a use-value vs ownership is important for a wide 
range of things. Libraries give access to books without ownership of books, for example. Libraries 
could lend many more things than they presently do. But I don’t think it necessarily follows that 
access would not involve money. There are two connected issues here: do we want the full 
opportunity cost of providing the goods and service for which people have access to be paid for by the 
community as a whole, or should there be user fees. Is it fair for access always to be free to the user? 
Does this depend on the nature of the public-goods aspects of the the thing in question?  There is a 
long list of things in which one can imagine a spectrum from zero user fee to modest user fees that do 
not cover the full cost to 100% user fees. The second issue occurs when not everyone who wants 
access can simultaneously get access and thus rationing of access would have to occur. Should this be 
done entirely on the ability to wait? 

 

 

8. Maryanne Schiffman 

I would like to discuss the possible rhetorical strategies (in order to make the case to those outside of 
this class) for the main argument of the readings this week, that our monetary system is a very harmful 
illusion. I was particularly interested in Mellor and Olsen’s discussion of the disciplinary character of 
money through 1) the forced participation to satisfy needs, in which 2) “conformity is taken to represent 
consent” and 3) “consent justifies the rejection of any normative approach to [analyzing] the economy” 
(211), as well as 4) the allure of money via its symbolic association to “the ideal of unfettered 
empowerment … of complete freedom to act” (212, quoting Dodd). But in order to talk about any of this 
I need to first be able to speak intelligently about the following:  

1. money = society’s credit created as debt (213) 
2. to be bought back mainly through waged labour (220) 
3. and should not be confused with wealth (211) 

However, I still do not understand the first part that Hockett addressed in his article (which I found 
nearly incomprehensible) about how the government’s right to create money is, I guess, 
“subcontracted” to private banks through the issuance of credit, which is not the same as money, and is 
the reason we are all working to pay for food and shelter.  How would “seigniorage reform” prohibiting 
commercial banks from creating credit change this? Is it like when the government took the student 
loan business away from private banks in the 1990’s so that the processing fees and interest could be 
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earned by the state instead, and reinvested back into the public (specifically the student loan) sector? 
And (or conversely?) how would switching the monetary system so that the state prints all money (if 
that is the objective?) so as to “capture as public revenue the seigniorage income that arises from legal 
tender” change my destiny to be a wage slave the rest of my life? In the end, isn’t the result of 
seigniorage reform dependent on how the state chooses to use the “money” (whatever that word 
means in this case)? What if the state just uses it to invest in more wars? I am extremely confused about 
how this all works. 

EOW Comment: We should definitely spend the first part of the class just explaining the basic 
mechanisms in play in Hockett’s account. The basic idea is this: compare the following two systems:  

(System 1) The government prints money and doles it out for two main purposes: (a) to give 
to people so that they can purchase their subsistence; (b) to give it to people so that they can 
produce things to sell to people.  People have to pay back (b) but not (a). There could also be 
an interest payment associated with (b), but that is not the main issue. In this case, it is 
transparent that the government creates money. The viability of giving money to (a) depends 
on the activities of (b), the people who receive money to produce things to sell.  

(System 2). The government transfers money to banks for two purposes: (a) to give to people 
to buy things, and (b) to give to people to produce things. People have to pay back both (a) 
and (b) and they are charged interest on what they get from the bank. The bank is also 
charged interest by the government for the money it gets from the government, but this 
interest rate is lower than what the bank charges.  

In both of these systems the government is creating the money out of nothing. In system 2, it 
delegates the responsibility of what to do with this money to banks. Since the banks are motivated by 
profit-making, they will charge interest on (a) and requires that (a) be paid back, which is why this 
system forces people to work for wages (either directly to obtain their subsistence or to pay back 
loans). In system 1 there would be the option of the state simply directly paying (a) in the form of UBI. 
To avoid inflation by having too much money in circulation, it would then have to confiscate (tax) a 
significant part of the income generated in the market.  

 

 

9. Masoud Movahed 

This week’s readings focus on simulating models of a real utopian financial system. Hockett and Block 
agree that the steppingstone towards democratizing the finance is enforcing more state regulations to 
harness the unbridled expansion of the sector in public life. More so, in the wake of the 2008 financial 
crisis that has brought a plunge in popular living standards of an extent unparalleled since the Great 
Depression, emphasis on more state-regulations have acquired more visibility academic and policy-
making circles. And if anything, the recent financial crisis is clearly intended to be a check to the 
performance self-regulating markets, which Polanyi critiqued a long time ago. Block’s Polanyian critique 
of the existing order of financial institutions and his presentation of an alternative model are thus great 
initial attempts to think about the maladies of the financial sector.  

Block’s diagnosis of the undemocratic nature of the current financial institutions lies in the autonomy—
from state interventions— and power that financiers and financial sector have enjoyed over the past 
four decades. Nowhere this lack of regulations in the sector can be seen more clearly than the subprime 
mortgage lending market. As a consequence, the rise of subprime lending made for a sudden huge 
increase in the supply of mortgages and loans (previously denied for households) came to constitute a 
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rapidly rising share of the financial market. As a result, the demand for homes rose disproportionately 
and so did housing prices, which led to the crisis. Pursuing these pernicious policies requires some kind 
of an autonomy and power on the part of the financial sector has and continues to enjoy, but to a lesser 
extent after the 2008 crisis. Hence, Block sees more state regulations as the first step towards 
democratizing finance. For example, he calls for the abolishment of restrictive rules such as “Maastricht 
rule limiting government debt to 60 percent of GDP.” He also encourages an active role for government 
to play in allocating credit to finance productive economic activity.  

Block’s fine-grained analyses of democratizing finance involve a discussion of creditworthiness and the 
ability of the financial corporations to function as the gatekeepers of the sector: determining who and 
what entity is worthy to borrow money. What Block puts forward as policy-recommendations in order to 
democratize finance insinuate to loosening the existing “creditworthiness” criteria for borrowers. To be 
sure, his points about decentralization of those criteria in order to provide financial support and channel 
resources to bolster people’s entrepreneurial spirit in whatever sector (i.e. food, art, education, high-
tech, IT) is well-taken. Moreover, his argument about shifting away from providing credits to only for 
profit-making firms is also a useful and important strategy. But if loosening creditworthiness criteria is 
the solution in the way Block seems to suggest, then what guarantees that the real utopian financial 
system will not face a financial crisis? What are the appropriate ways and precise mechanisms of 
evaluating creditworthiness of borrowers in a real utopian financial sector?  

The reason I highlight this is because of what we experienced during the 2008 financial crisis. With 
investment banks increasingly in charge of mortgage lending, and the greater demand for mortgage-
backed securities/collateralized debt obligations, the financial institutions were incentivized to sell those 
securities to less credit-worthiness of the borrowers, which led to the housing bubble and later burst 
into a crisis. While I totally agree with Block that decentralizing the evaluation process of 
creditworthiness is the key factor in democratizing finance, I am wondering about the precise 
mechanisms of determining borrowers’ creditworthiness in real utopian financial system? 

EOW Comment: I think Block’s concern is not to have lax credit standards, but to have credit 
evaluation processes that are closer to the contexts in which borrowing takes place. The creation of 
community banks which are more tuned in to local conditions and embedded in social settings would 
allow for the extension of credit to worthy projects that would be denied by Big Banks working with 
algorithms.   


