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Financialisation has many consequences, such as forcing businesses to focus more narrowly on 
the interests of major stockholders to the detriment of other stakeholders, enabling the capture of 
the political process by increasingly wealthy financial and allied corporate interests, and 
concentrating income and wealth in general. Also of concern is the growing frequency, and 
severity, of financial crises.  The large financial sectors of the most developed economies still 
have trouble dealing with informational asymmetries, moral hazard, adverse selection, fraud, 
risk, and the general uncertainty of human existence.  However, after the 2007-2009 financial 
crisis and global recession, only very modest reforms of existing financial institutions and 
regulations have been introduced. 
 
The standard argument for not resisting financialisation is that the growing complexity of 
modern economies depends on finance.  Mainstream economists often argue that modern 
societies have no option but to make financialisation work.  However, this argument ignores 
history and the role of social institutions in an economic system.  This paper argues that 
reformers should indeed de-financialise.  To support this argument, I show how social 
arrangements often outperform financial arrangements. 
 
Economists forget that pre-financial societies mobilized resources for the upbringing of children 
without a student loan industry, provided elders with dignified living conditions without pension 
funds, assisted those with misfortune without an insurance industry, and carried out community 
projects without a bond market.  In fact, pre-financial societies made inter-temporal and inter-
generational arrangements that were complex mixtures of straight finance, options, insurance, 
and provisions for dealing with moral hazard, adverse selection, fraud, and exploitation.  And, 
these arrangements and institutions operated under conditions that were highly uncertain, not 
merely risky.   
 
The development of money, debt, and finance, the basis of our current financialisation, often 
makes such complex arrangements more difficult because it has impersonalized, “un-socialised,” 
and more precisely quantified inter-temporal and inter-generational exchanges.  The use of 
money and markets in place of social institutions has made formal debt less adjustable to 
changing circumstances than the more traditional obligations and conventional inter-personal 
arrangements.  Quantification also caused debt to more often become exploitative in the face of 
changing circumstances.  Impersonal financialisation also made it difficult to incorporate 
elements of insurance into financial arrangements without introducing additional moral hazard.   
 
This paper concludes with an analysis of the U.S. Social Security system, an example of how, in 
a modern economy, a social arrangement can outperform a private financialised pension system.  
Even modern economies often serve humanity better by dealing with inter-temporal and inter-
personal interactions in the social sphere rather than the financial sphere. 
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