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1: Austerity: The History of a Dangerous Idea | History News Network
Austerity: The History of a Dangerous Idea is an overview of the history of austerity economic policy, an explanation of
how austerity as a policy works (or, more accurately, does not work), and an examination of austerity policies as they
have been implemented in the real world.

But this season it has taken a new turn. Congress , the fiscal arm of the government, is engaged in asymmetric
siege warfare. On one side the Republicans want only cuts, on the other the Democrats want both cuts and tax
increases. Both agree however that cuts are absolutely necessary; the only question is the timing and
magnitude involved. Unfortunately, budget cuts are exactly the wrong thing to do at this moment. Simple
logic and arithmetic will suffice. Its moral claim lies in the love of parsimony over prodigality that
characterizes economic thought from Adam Smith onward. In this morality play, saving leads to investment,
and investment leads to growth. Spending, in contrast, leads to consumption, and consumption leads to debt,
especially when the government is involved. What we see in Greece therefore is simply the most egregious
example of a secular trend toward overspending. We must cut to restore ourselves and not become Greece. So
the story goes. Austerity suggests that you can have your cake and eat it too, but only when you cut the cake
first. Cuts are seen to be growth enhancing, not growth retarding. There is however a rather big problem with
this line of thinking. The first is that for people to save, they need to have income from which to save.
Perversely, their debt goes up, not down, relative to their shrinking GDP, which is what has happened to every
European country that has undergone an austerity program since They now have more debt, not less. The
Promise of More: So why then did so many countries in Europe do this? As we found out in the mortgage
crisis in the U. Now that these bonds have gone bad, deprived of national currencies with which the
governments responsible for these banks could bail them out a side effect of the euro European states are
reduced to cutting, adding liquidity and praying while the situation goes from bad to worse. Cutting in such a
world turbocharges the already bad shrinkage problem. What about the theory that cuts will lead to greater
confidence if only we lose our fear of the cuts and really go for it? The technical, and very non-Keynesian idea
here is called the expansionary fiscal-consolidation hypothesis. It goes like this: Buoyed by this knowledge we
will spend more today, despite the recession, thereby curing it. This is the mechanism that is supposed to make
us all more confident and spend more. Why the Argument for Austerity Took a Big Hit Recently Given then
that cuts lead to more debt and less confidence, does it follow that we can have whatever level of debt and
deficit we like with no consequences? And this is where a Keynesian idea is appropriate: Countries that have
successfully reduced debt have done so when others are expanding and their own economy is booming, which
makes perfect sense. This is why austerity is a dangerous idea: In the imaginary world of austerity, cuts always
happen to someone else. The History of a Dangerous Idea. Mark Blyth is the author of Austerity:
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2: Book review: Austerity: The History of a Dangerous Idea, by Mark Blyth | South China Morning Post
The problem is, I argue here, that austerity is a very dangerous idea. First of all, it doesn't work. As the past four years
and countless historical examples from the last years show, while it makes sense for any one state to try and cut its way
to growth, it simply cannot work when all states try it simultaneously: all we do is shrink.

The History of a Dangerous Idea. Oxford University Press, Political theorists have long made the connection
between politics and emotion. Plato, in his Republic, recognized both greed and anger as a central problem of
political life. Early modern thinkers, like Machiavelli and Hobbes, recognized the importance of fear in
political life. Only dreamers, like Francis Bacon and Rene Descartes, thought emotions could be bracketed
such that political life might finally be rational. For a while, with their rational choice theory, economists also
thought they might describe human behavior devoid of emotions, but this has also proved a dream. The
History of a Dangerous Idea, Mark Blyth makes little effort to bracket his emotions regarding his topic.
Austerity is the penanceâ€”the virtuous pain after the immoral partyâ€”except it is not going to be a diet of
pain that we shall all share. This, we know, is patently false. Those at the top always seem to benefit, be it the
economic elite or politicians seeking re-election. For example, we get perplexing statements like this: Political
economists, like political theorists, might themselves benefit from an affective turn. In other words, the
financial crisis was begotten precisely from the failures of individual moralityâ€”unless Blyth considers lying,
fraud, profligacy, and shortsightedness, to be outside the realm of individual morality. If we keep in mind that
leading up to the crisis the single greatest predictor of mortgage default was repeated refinancing, even more
can be said about the failure of individual morality. It is not surprising that people who treat their homes as an
ATM, withdrawing growing equity to spend on boats and cruises were also most likely to default. Bankers
who encouraged borrowers to commit fraud were surely guilty of some moral failing. Bankers who committed
outright fraud, lying about the quality of loans included in their mortgage-backed securities, were surely
suffering some sort of moral failing. When Blyth puts his argument in economic terms, there is little to dispute
and this book is no doubt worth reading. I have no inclination to contest the raw economics of Keynesianism
and the particulars thereof. When he argues that austerity does not lead to growth, this too is probably true.
But as Blyth demonstrates, political economy is a morality play, and political economists might do well to
address this. While austerity might hurt individuals, it is the collective view of, and response to, these policies
that needs to be considered. Generally speaking, cuts are made to those being paid by the stateâ€”most of the
time, it is the government employee, say, a professor teaching at the University of Wisconsin. Sometimes, it is
the welfare recipient; sometimes it is the veteran who cannot get medical service at the VA. This is what both
Trump and Sanders supporters felt in the recent election: The election of spoke to the macroaffect inextricably
bound up with the combination of politics and economics, which can only be separated in a dream world.
Factually correct or not, the people feel that banker and hedge fund managers benefit most from the abstract
system. Everyone, it seems, benefits except the woman who used to work at the GMC plant in Janesville,
Wisconsin. That plant, which built Cadillac Escalades, was mostly closed in December and finally mothballed
in The workers, after having their homes foreclosed on, have had plenty of time on their hands to watch
movies. In , they watched The Big Short and have a general sense that everybody, except for the middle class,
benefits from the system. Hillary Clinton, from behind the closed doors of Goldman Sachs, called them
deplorable, which stoked macroaffect. In the European case, we need only think of a recent joke: A
Portuguese, a Spaniard, and a Greek go into a whorehouse. Germans, as we learned in the middle of the last
century, are only willing to suffer humiliation for so long. Thus, while Keynesianism as an economic theory
works, the problem, as Blyth points out, is democracy When democratically elected politicians make
economic policy, the neoliberals tell us, they must be attentive to the desires of voters. Fortunately for political
economists, he tells us, there is salvation in a second best solutionâ€”an unelected body, a gift of the
ordoliberals: Presumably, the men and women directing the central banks will be immune to the morality play
that Blyth derisively dismisses. But would that this were so. Hayek, we should recall, regarded emotions as a
residue from primordial, tribal, communal, small herd society, and b thought that emotions, generally
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speaking, lead to the desire to direct society toward a specific end, i. It is difficult to imagine technocrats in a
central bank operating outside the morality play that is political economy. But more importantly, it is difficult
to imagine central banks being guided by emotionless, apolitical individuals. As Blyth has amply
demonstrated, even a clear-eyed Keynesian political economist brings his or her normative commitments to
the table. Non-casual readers of David Hume know his thinking about debt is bound up with his thinking on
the human passions Hanley ; Merrill Non-casual readers of Adam Smith know well that his Theory of Moral
Sentiments is the more important part of his oeuvre Hanley A central bank, populated by Keynesians, will no
more be excused from the grand morality play of political economy than conservatives trying to undermine the
welfare state in the name of austerity. As such, the Keynesian cycle is: The only other alternative, as Blyth
concludes, is an even more vexing morality play: While this might work with passive citizens in Scotland and
Canada, macroaffective politics are different in America. If one is a democratic politician in the United States,
this morality play already has a history as a dangerous idea. The Politics of Life and Limb. University of Notre
Dame Press. Avramenko, Richard, and Richard Boyd. Greed and Injustice in Classical Athens. The Politics of
Resentment: Sachs and the Shitty: The Economist, April Essays in Positive Economics. University of
Chicago Press. Adam Smith and the Character of Virtue. Rethinking Charity in Modernity. Plato and the
Hero: Courage, Manliness and the Impersonal Good. Thinking, Fast and Slow. Kingston, Rebecca, and
Leonard Ferry. Bringing the Passions Back In: David Hume and the Politics of Enlightenment. Capital in the
Twenty-First Century. Philosophical Investigations from Socrates to Nietzsche. Discrimination in Housing
Loansâ€”Redlining: Council of Planning Librarians. The Origins of the Ownership Society: He is the author
of Courage:
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3: Austerity: The History of a Dangerous Idea by Mark Blyth
Austerity: The History of a Dangerous Idea is a book by Mark Blyth that explores the economic policy of austerity.
Studying the use of austerity around the world.

Click to print Opens in new window We are told that we need to live in an age of austerity since we have all
lived beyond our means and now need to tighten our belts. This view conveniently forgets where all that debt
came from: The History of a Dangerous Idea. At times I wondered if it was a contradiction in terms to enjoy
so much a book about austerity. This is an intelligent, well-written book that is recommended for anyone
wishing to understand, in both practical and intellectual terms, how the global economy has found itself in
crisis. The author argues that austerity is a dangerous idea for three reasons: The book is structured in three
sections. In the first section, Blyth sets out the sources and consequences of the current economic crises. The
chapters in this section consider the US and European experiences and contain an impressively clear and
detailed but yet concise explanation of how we arrived in the current mess. It is among the best descriptions of
our path to crisis that I have read and is highly recommended to anyone who wants to understand the current
economic climate. While the author convincingly shows that the roots of the problems facing the global
economy lie in a banking crisis rather than a sovereign debt crisis, one small criticism is that I think he is too
forgiving of the roles played by governments and their regulators. They were found wanting as the seeds of the
crisis were planted in financial institutions and speculative bubbles that appeared in many economies and
spent too long trying to understand the scale and sources of crises subsequently. The second section of the
book is a consideration of the intellectual bases of austerity and a fascinating description of previous historical
attempts at austerity as a means to restore competiveness and economic growth. In this section the author
conflates the austere approach with liberal economic policies that distrust the state and see a very limited role
for it in regulating a market economy. The third and final section is unfortunately the briefest. I suspect the
author over-simplifies the Icelandic developments and whether they can be generalised. The Icelandic
government protected its citizens from the full impact of the banking collapses, but only at the expense of
foreign deposit holders who saw savings wiped out. Even in countries with a significant proportion of foreign
deposit and bondholders this may not have been an option for states in a monetary union. This is not to take
away at all from what is a fine book and one that is certain to become an important reference point for anyone
studying this turbulent period. The author has done a great service by describing the path to crisis in such an
interesting and lucid way and also by putting the current policies in the context of the battle of ideas. It would
be wonderful to think that ministers for finance and economy around the world will bring a copy of the book
on holidays with them. We could expect a fresh approach on their return if it were the case and the clear
message from the book is that we require fresh thinking to allow our economies and societies renew
themselves. He holds a PhD in Economics and his research interests include business innovation, regional
development and competitiveness, economic growth, human capital and education. He also has substantial
management and corporate experience gained prior to joining UCC. Read more reviews by Declan.
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4: Austerity: The History Of A Dangerous Idea Download
In Austerity: The History of a Dangerous Idea, Mark Blyth makes little effort to bracket his emotions regarding his topic.
Appealing to our emotions, austerity is "dangerous nonsense." Appealing to our emotions, austerity is "dangerous
nonsense.".

It is a case of repeating the same action under the same circumstances, yet expecting different results. The
policies undertaken by governments in response to the economic downturn and the debt follow the Einsteinian
definition of lunacy. Now, the short answer is that governmental budgets are not like household budgets, not
only in the scale of budgets, but also what can be done with them, including bonds, treasury bills, and
investment in debt. The very short narrative of the American recession is that the banking system sold bad
assets, offered too much easy credit, and over-leveraged, causing a cascading collapse, with one banking
conglomerate folding and the others very nearly ending. The majority of analysts in the financial sector simply
could not imagine such a collapse would happen, and that it would be so swift and destructive. In short, the
public sector has to account for the private sector - that is, the banks. By contrast, the European recessions
were caused by the unique and flawed structure of the European Central Bank. Some of these countries had
over-leveraged banking systems, such as the PIIGS, and others did have extreme amounts of debt and very
little economic structure to handle them Greece. These latter countries simply do not have the manufacturing
or technological capacity or organization to compete with the German price policies, and thus could not
compete in international markets. So why does austerity persist as an economic tool of policy? Blyth is
scathing in his indictment. Austerity is perceived to be the one tool remaining when all other options do not
work, and that there is also the false perception that austerity works. He addresses these two concerns in the
following chapters. First, Blyth discusses the Theoretical history of Austerity. The concept has its roots in the
classical liberal theorists John Locke and David Hume, but also parts of Adam Smith, who is often
misinterpreted. His ideas went into retreat, as austerity did as well. However, austerity in the form of
non-interference reappeared in the late s. Friedman and Hayek argued that the central banks should be more
independent, and that all economic crises were related to central banks and monetary policy, a school of
thought called monetarism. They openly advocated these reforms, as well as total independence of central
banks from government influence, and the reforms of the Washington Consensus spread into South America
and other developing nations. A bevy of academic studies appeared which argued that austerity led to
economic growth in multiple OECD countries. Germany began to restructure their economy not in the
Keynesian system, but instead in what Blyth calls ordoliberalism, which recognizes overbalance of corporate
as well as governmental power. Now all of this is the theoretical history of austerity. In every instance, it was a
disaster. In the US, when budget-balance amendments were passed in and , they both led to steep and
worsening recessions. In France, budget cuts led to a decline of military spending, even until As for Germany,
they deliberately caused hyperinflation to avoid paying debt to France. These hazards continue to exist in our
present times. Those countries who subscribed to the Washington Consensus and picked austerity in recession
experienced longer recessions. The studies which claimed that austerity worked were flawed or applied for
only specific situations, which neither the US nor the EU can properly emulate. It did, as a continuing disaster.
These countries had a slightly delay in their decline owing to the unique circumstances of their post-Soviet
economies and dependence on foreign investment. After the implementation of budgetary cut policies, their
GDPs fell, ranging from 6 to 13 percent per year. Austerity might have been excused in the s, but now that we
know of its staggering effects, we know that it should not be done. Blyth finally begins to compile the
empirical evidence against this egregious failure of policy. Austerity has a wealth of theory behind it, but few
guaranteed successes. So what can be done? One remaining possibility is the Keynesian paradox: The one
serious omission Blyth makes which most worries me is his remark to let the banks fail next time, and he
refers to Iceland. Austerity comes back again in times of recession. It is like malaria. The idea of cutting back,
not just on the military, but on the crucial parts of the basic social welfare which the unemployed need to
survive is not only a political or an economic failing, but a human one. The repeated avocation of such
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policies suggests either staggering incompetence, willful ignorance, or perhaps a bit of malice.
5: Subscribe to read | Financial Times
Governments today in both Europe and the United States have succeeded in casting government spending as reckless
wastefulness that has made the economy worse.

6: Austerity : Mark Blyth :
Austerity: The History of a Bad Idea, by Mark Blyth, is an (obviously) anti-austerity text. It recounts the history of
austerity as an economic idea, touching on the work of classical economists like Locke, Smith and Hayek, to name a
few.

7: Book Review: Austerity: The History of a Dangerous Idea | British Politics and Policy at LSE
The author argues that austerity is a dangerous idea for three reasons: it can't work in practice, it imposes a
disproportionate burden on poorer households, and it ignores the fallacy of composition that says that all countries
cannot be austere simultaneously.

8: Austerity Quotes by Mark Blyth
Both the politicians and media are representing the dangerous idea in austerity, as a means of payback for the
sovereign crisis, which was supposedly brought on by the state which on the other side spent too much.

9: Austerity: The History of a Dangerous Idea - VoegelinView
All in all, Austerity: The History of a Dangerous Idea is a masterful combination of economic history and intellectual
history that puts the current policy debate into a balanced and sophisticated.
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