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ABBREVIATIONS
BRICS Brazil, Russia, India, China and South Africa
BTC Baku-Tbilisi-Ceyhan pipeline
CEE Central and Eastern Europe
CEF Connecting Europe Facility
EBRD European Bank for Reconstruction and Development
ECA export credit agency
EIB European Investment Bank
G20 The Group of Twenty
GIF World Bank Global Infrastructure Facility
IADB Inter-American Development Bank
IFC International Finance Corporation
IFI international �nancial institution
MDB multilateral development bank
MENA Middle East and North Africa region
OECD Organisation for Economic Co-operation and Development
PCI Projects of Common Interest
PFI private �nance initiative
PPP public-private partnership
PUP public-public partnership
SME Small and medium-sized enterprise

CDS � CREDIT DEFAULT SWAP
A swap designed to transfer the credit exposure of �xed income products between parties. A CDS is also referred 
to as a credit derivative contract, where the purchaser of the swap makes payments up until the maturity date of 
a contract. Payments are made to the seller of the swap. In return, the seller agrees to pay off a third party debt 
if this party defaults on the loan. A CDS is considered insurance against non-payment. A buyer of a CDS might be 
speculating on the possibility that the third party will indeed default.  
[http://www.investopedia.com/terms/c/creditdefaultswap.asp]

CREDIT ENHANCEMENT
The improvement of the credit pro�le of a structured �nancial transaction or the methods used to improve the credit 
pro�les of such products or transactions. It is a key part of the securitization transaction in structured �nance, and is 
important for credit rating agencies when rating a securitization.  
[http://en.wikipedia.org/wiki/Credit_enhancement]

PRIVATE EQUITY FUNDS
Collective investment schemes used for making investments in various equity (and debt, to a lesser extent) securities 
according to one of the investment strategies associated with private equity. Private equity funds are typically limited 
partnerships with a �xed term of ten years (often with annual extensions). At inception, institutional investors make 
an unfunded commitment to the limited partnership, which is then drawn over the term of the fund. From an investor�s 
point of view funds can be traditional (in which all investors invest with equal terms) or asymmetric (in which different 
investors have different terms)  
[http://en.wikipedia.org/wiki/Private_equity_fund]. 
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INTRODUCTION
Jack Gittes: Why are you doing it?  

How much better can you eat?  
What can you buy that you can�t already afford?

Noah Cross: The future, Mr Gittes, the future

Chinatown

Functioning infrastructure is a pre-requisite for our daily lives within the modern-day economy. 
As such, our daily use of all different kinds of infrastructure involves its inevitable degradation 
(or wear and tear). This, taken together with ongoing developments in technology and science, 
results in a reliably permanent need to �x, replace and upgrade � in short, to constantly 
develop infrastructure. 

Yet this basic requirement has taken on a new character in recent times. Building new 
infrastructure is no longer just the talk of the town � imagine some residents over a beer in the 
local pub in a small regional community welcoming, or perhaps moaning about, the presence of 
bulldozers preparing the construction of a minor road in their back yard � but has rather taken 
on a new, awe-inspiring, global character. 

The Financial Times for one has spoken of 2014 as being the year of infrastructure. Major high-
technology projects are the focus of attention, debate and controversy, chie�y due to the 
twin needs of replacing ageing twentieth-century infrastructure in the developed world and 
introducing modern infrastructure in the developing world. In tandem, the new champions of 
infrastructure refer to the equally urgent need to restore economic growth, demand and jobs 
to a global economy still struggling in the aftermath of the 2008 economic crisis. 

In an increasingly multi-polar world, the consensus that has now emerged on new infrastructure 
is striking, as are the investment needs and numbers attached: 

> In Europe alone, the European Commission estimates that investment of up to €2 trillion is 
needed in transport, energy and IT infrastructure across the EU alone by 2020. 

> Globally, as announced by G20 �nance ministers in spring 2014, it is being proposed annual 
lending capacity for middle-income countries (including for infrastructure �nancing) 
almost doubled, from $15 billion to $28 billion per year. 

> The new BRICS bank, with majority shareholding by Brazil, Russia, India, China South 
Africa, and largely focusing on infrastructure �nance, is expected to �nally be launched in 
summer 2014. The bank�s start-up capital is estimated at $50 billion, with hopes that this 
will double to $100 billion within the �rst �ve years of operations. 

> China has also con�rmed its intentions to launch the Asian Infrastructure Investment Bank 
in the near future.
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To reiterate, and to loosely summarise how such vast expenditures � involving a signi�cant 
share of public money � are being justi�ed: across communities, regions, countries and 
continents, life will be enhanced by basic exposure to improved infrastructure, plus there will 
be gains from the accompanying economic stimulus effects. Out of the ashes of the economic 
crisis, and it has taken several years for the narrative momentum to really build up to where it 
is now, infrastructure is being promoted as a magic bullet. 

Yet if this new burst of global investment hopes and expectations is in part a result of economic 
depression and is being touted as a solution to the mistakes of the past, is it being based on 
new, more sustainable, less risky investment and �nancial foundations? 

This report discusses how and why the answer to this question is �No�, and seeks ultimately to 
outline some of the tentatively emerging alternative options. 

If new infrastructure development is being framed by some as a magic bullet, then this bullet 
is more akin to the one found in a game of Russian roulette. That this should be the case is 
conditioned by the dominant economic norm that touches and in�uences all economic and 
social relations today, including infrastructure � a phenomenon known as ��nancialization�.

British Prime Minister David Cameron provoked an outcry in late 2013 by calling for capitalism 
to be taught in British schools. Speaking at the Lord Mayor�s banquet in the City of London, a 
high pro�le establishment event in the UK calendar, Cameron let it be known that his party � 
the rightist Conservatives � would make sure business was �promoted in schools. Taught in 
colleges. Celebrated in communities.�1

The surprise element in this commitment, coming at the same time as the British premiere 
recon�rmed that austerity is here to stay (�We need to do more with less. Permanently.�), is 
that, as with just about every aspect of everyday life, the ongoing retreat of public provision in 
education means that capitalist business is already very much in classrooms. 

In schools and universities alike, neoclassical economics has completely dominated curricula 
throughout the twentieth century and onwards. The basics � and some of the distortions � of 
Adam Smith�s teachings on economic theory inform students and prepare them for life in the 
business world; existing critique of this version of economic theory is extremely limited, if it is 
even permitted within teaching at all. 

Moreover, beyond what is taught in curricula, and as witnessed in other sectors such as 
housing, health and transport, the physical educational arena is now permeated with the 
business world. Classrooms, lecture halls, academic building facilities and services, even 
those places where students �traditionally go for a dance and a drink, where they physically 
come together, socialise�2 and perhaps plot global revolution (or just how to improve student 
welfare) are being commodi�ed and injected with, as well as being subjected to, commercial 
imperatives. 

1 http://www.mirror.co.uk/news/uk-news/david-cameron-calls-capitalism-lessons-2760763 

2 http://www.theguardian.com/world/2013/dec/06/university-of-strife-john-harris 
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This is �nancialization in action, a process that has effectively been underway since the early 
1970s with the proliferation and general acceptance in western democracies of such things as 
credit cards and mounting personal/household debt. Financialization is having clear and acute 
impacts on our everyday lives. It has become part of the fabric of life.

Of course we have seen growing public awareness of the phenomenon, as witnessed by 
public outrage and a partial understanding of casino capitalism that is still widely believed to 
originate from human failing, from banking and �nancial sector greed that got out of control. 
This has led to new � and welcome � debates and calls for much more robust �nancial sector 
supervision and regulation. 

Yet, as this report will describe, in the realm of infrastructure, the fundamental, extended and 
cross-cutting economic domain that affects us all, increased �nancialization is happening 
almost under our noses, albeit masked by complex terminology, obscure legislation and 
soothing promotional talk that hypes the bene�ts and the advances, and � when positive 
persuasion is exhausted � insists that there is no alternative.

Public concern � if not downright outrage � needs to catch up quickly. Because, to return to Mr 
Cameron and his mantra that �We need to do more with less�, perhaps the supreme irony of our 
�nancialised economy is this: despite all of its unsustainable, economic and moral riskiness 
having been laid bare by the 2008 crisis, a global range of initiatives and trends related to the 
�nancialization of infrastructure investment, promoted by the world�s most powerful states 
and backed by the international �nancial institutions, is not just already well under way � it 
was never removed from the agenda, but just temporarily blown off course. To paraphrase 
Cameron more precisely, �We have to do more, and this will mean less for you, the public and 
the taxpayer � because you will be paying for it whether things go right or if they go wrong�.

As will be seen, the public purse is being put on the line once again, to potentially � and in 
individual cases, inevitably � fund and bail out not just ill-conceived major investments but 
ones with the potential to cause environmental and social havoc. An intertwined irony in all 
of this is that much of the �nancial �repower for such schemes is to originate from sources 
generally regarded as benign and bene�cial � development budgets or overseas development 
assistance. As too few have been asking: �Whose development is being �nanced here?�
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1. INFRASTRUCTURE FINANCING: 
CHARACTERISTICS, HISTORY AND TRENDS

STORIES OF GREAT GLOBAL INFRASTRUCTURE  
THAT RIP OFF THE PUBLIC
Considering the vast sums of money involved, all the things that can and do go wrong, the lives 
that can be uprooted by its construction, and the corrupt, criminal practices that may attend 
it, it is somewhat surprising that the development of infrastructure, particularly large-scale 
projects, has not featured more in cinema. 

Bricks and mortar are perhaps not very visually appealing in themselves, yet think of the 
intrigue captured in Polanski�s Chinatown over Californian water rights, of the stunning over-
ambition and hubris involved in the construction of the Death Star in Star Wars, and the naked 
criminality portrayed in Scorsese�s Casino as the Las Vegas strip mushrooms in scale. 

Of course, certain traditional infrastructure developments throughout the second half of the 
twentieth century did attract cameras. Whether it was large hydropower projects involving 
mega-dam construction, or ambitious transport projects bored through mountains or under 
the sea, state �lm crews would come to document the magni�cence and the human endeavour 
involved in clearing millions of square metres of land. Increasingly over time, other �lm crews � 
often from the west, and visiting the developing world � would arrive to document the resulting 
environmental and social damage. 

However, with the changing face of infrastructure �nance, with the new complex �nancing 
schemes involved (schemes that once you study them closely for some time and then look 
up from the desk to check that you haven�t entered an alternative reality), perhaps the new 
infrastructure �nancing landscape, with all of its intricacies and scope for abuse, will start 
to attract story-telling cineastes determined to communicate the story of the great global 
infrastructure rip-off to the public. 

But for now, as in the recent past, we are playing catch-up.
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TAXPAYER MONEY�S ROLE IN THE CONSTRUCTION OF CASINO CAPITALISM

Derivatives, securitisation and credit default swaps are all familiar terms post-credit crunch, 
though undoubtedly still too little understood. They are just a selection of the products and 
processes that were instrumental in blowing the lid off global capitalism in 2008. 

A little known story, which relates to how publicly-backed �nancial institutions are beholden 
to the global �nancial sector (as we shall see in much more detail below), concerns how the 
European Bank for Reconstruction and Development (EBRD) played a key role in the �rst ever 
credit default swap in the early nineties.

According to Financial Times journalist Gillian Tett, one of the very few �nancial journalists 
to have been alive to the bubbling casino economy instruments that the �nancial sector was 
industrialising in the decade or so before 2008, in 1994 J.P. Morgan was very reluctant to 
cover a $5 billion credit line to Exxon, one of its long-standing clients. The oil giant required 
the credit to cover potential damages resulting from the 1989 Exxon Valdez oil spill. A solution 
was found: JP Morgan approached the EBRD that agreed to cover the credit risk, thus earning 
a fee from the investment bank to take on the risk. But if Exxon had defaulted then the EBRD 
would have had to cover the � substantial � losses.3

Very little is still known about this deal (you won�t �nd anything about it on the EBRD�s 
website), other than that the deal was innovative and that a new name for it had to be coined: 
the credit default swap. 

Other journalists that have been catching up on what was happening in the �nancial sector 
from the 1990s onwards have cited this EBRD role that Tett describes in her expose book 
Fool�s Gold, but have failed to question both the EBRD�s rationale on the deal and its public 
status � if things had turned out differently, a highly signi�cant portion of the EBRD�s 
publicly-backed capital would have been swallowed, with presumably major implications for 
the bank�s lending activities in central and eastern Europe. 

As another journalist, John Lanchester,4 has commented of the J.P. Morgan-EBRD brokered 
deal, it was a start, but, �the deal had been laborious and time-consuming, and the bank [J.P. 
Morgan] wouldn�t be able to make real money out of credit-default swaps until the process 
became streamlined and industrialized. The invention that allowed all this to happen was 
securitization�. The process was duly streamlined and industrialised, to disastrous, ultimate 
effect 14 years later. How much the EBRD � and other international �nancial institutions � are 
involved in streamlining and industrialising other �nancialization practices that threaten the 
public purse is discussed below. 

3 Gillian Tett, Fool�s Gold, referenced in the same New Yorker article (as below): June 1,2009. 
http://www.newyorker.com/arts/critics/books/2009/06/01/090601crbo_books_lanchester?currentPage=all   

4 Ibid
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INFRASTRUCTURE FINANCE: TRENDS AND CHARACTERISTICS
A major concern of affected communities around the world, as well as of civil society groups 
that monitor infrastructure �nance, is that the top-down mega project emphasis that has 
prevailed for decades has not proven to be effective in delivering good outcomes for people 
and communities on the ground, nor for society in general. Major dam projects, other energy-
related infrastructure such as power grids, transport projects (roads, train lines, airports), 
water and waste management provision, or energy extraction/generation projects (to name 
only some), and often promoted and backed by institutions such as the World Bank, have 
tended to come with signi�cant environmental and social costs. 

In its 2012 report Infrastructure for whom?, US NGO International Rivers describes one 
notorious � though exemplary � project: �In the Democratic Republic of Congo, donors have 
spent billions of dollars on dams and transmission lines at the Inga site. The projects serve 
energy-hungry mining companies, while 94% of the population has no access to electricity.� 

THE OLD INGA I HYDROPOWER DAM, DEMOCRATIC REPUBLIC OF CONGO 
Wikipedia, CC BY 2.5, by Inga003 [http://de.wikipedia.org/wiki /Inga-Staudamm]

In the eyes of decision-makers and �nanciers big is still very much beautiful � both in terms 
of returns for investors and in order to plug infrastructure gaps primarily in the service of 
large economic interests. Smaller, community-level initiatives remain highly inconvenient for 
business and its �nancial supporters, akin to investment no-go zones. 

Project scale remains, then, almost literally an elephant in the room as far as the effectiveness 
and appropriateness of development-�nance backed infrastructure is concerned. But how 
have the actual mechanics of infrastructure �nancing evolved in recent decades?
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THE DEVELOPMENT OF INFRASTRUCTURE FINANCING: 
TRADITIONAL PROJECT FINANCE AND �STRUCTURED FINANCE�
As Nick Hildyard relates in More than Bricks and Mortar (2012): �Since the 1970s, loans for 
private sector infrastructure projects have generally been raised through what is known as 
�project �nance�, a form of debt �nance in which banks lend money against the projected income 
of a project but have no recourse to the assets of the project developer other than those of the 
project itself and the income from the sale of its �off-take� or products. Traditionally, the deal 
involved two main parties: the banks and the project sponsors.�5

Traditional project �nance, then, is a fairly comprehensible set-up, one that would also often 
involve a mix of both public- and private-sector lending. This public component, regularly 
featuring public development �nance provision from the World Bank and other similar banks, 
has played a particularly important role for large projects in developing countries and/or 
politically sensitive projects. 

For a project like the Baku-Tbilisi-Ceyhan pipeline (BTC), running from Azerbaijan to Turkey 
via Georgia, majority owned by a BP-owned company and the recipient of substantial project 
�nance to support overall project costs of over $4 billion, international public development 
�nance was crucial. It was duly delivered in spite of a global campaign that questioned and 
actively challenged such use of public money on a wide range of issues.6

In 2004 the World Bank�s International Finance Corporation and the EBRD provided a total of 
$500 million in project �nance to BTC, thus providing not only raw �nance but a major signal of 
political �con�dence� (both banks are owned by major global states) that in turn contributed to 
the unlocking of substantial private bank �nancing and �nancial guarantees from the export 
credit agencies (ECAs) of various interested nation states.

The risk for BP in this case, as with any such major environmentally and socially impactful 
project, was that the lending standards of the public banks would have to be negotiated, not 
to mention also certain troublesome ethical questions as to why taxpayer-backed �nance 
should be extended to a � then � multi-billion pro�t-making company such as BP. In the end, all 
hurdles were cleared by the pipeline company, despite a signi�cant range of legal and other 
objections from campaigners that were not convincingly answered by the institutions involved. 
This applied to the public development banks, the ECAs7, and to a string of private banks from 
around the world. 

5 The Corner House, �More than bricks and mortar�, 2012,  
http://www.thecornerhouse.org.uk/sites/thecornerhouse.org.uk/�les/Bricks%20and%20Mortar.pdf 

6 Information about the Baku Ceyhan campaign via the Platform website:  
http://www.carbonweb.org/showitem.asp?article=32&parent=5&link=Y&gp=5 

7 For more information see also http://www.eca-watch.org
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BAKU-TBILISI-CEYHAN PIPELINE (BTC) FOR CRUDE OIL

 

Wikipedia, CC BY-SA 3.0, by Thomas Blomberg

Notably, around the time of BTC �nancing, and after many years of building up to it, private 
banks such as HSBC, RBS, BNP Paribas and a wide range of others signed up to environmental 
and social standards known as the Equator Principles. These non-binding standards are 
intended to guide private-sector project �nance provision in more sustainable directions. 
The Equator Principles remain in existence and are evolving, but are viewed by many bank 
campaigners as being still too weak and open to abuse by banks when they come to consider 
the �nancing of harmful, controversial projects. 

More signi�cantly, the relevance of the Equator Principles to infrastructure �nancing is being 
questioned as the ways in which, and the extent to which, private banks engage in the �nancing 
of projects is shifting � because traditional project �nance is no longer the leading way to do 
infrastructure �nancing.

As Hildyard relates, infrastructure �nancing has moved on, in tune with wider �nancial trends: 
�Project �nance has now morphed into structured �nance. In the process, infrastructure 
projects have become raw material for constructing multi-layered deals, involving a 
bewildering cat�s cradle of �nancial products and markets, with each additional transaction 
generating arrangement fees and opportunities for speculation by intermediaries. Derivative-
based interest rate and currency swaps have been added to the mix, fuelling the expansion 
of swap markets and creating opportunities for speculative trading. To move older project 
�nance loans off their books, thereby creating headroom for new loans, banks have turned to 
techniques pioneered in the sub-prime mortgage market. These involve bundling up packages 
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of older loans, hiving them off into special purpose vehicles and then issuing derivatives known 
as Collaterised Loan Obligations (CLOs) that give investors the right to the income from the 
loans but not to the underlying assets. Such arrangements in turn spawn additional deals: for 
example, the special purpose vehicle may issue further derivatives known as credit default 
swaps, allowing investors to bet on the credit worthiness of the underlying loans that have 
been bundled together.�

A 2011 report from Chatham House � Coal Financing in Europe: The Banker�s Dilemma � backs 
this up, describing the increasing complexity and deeper interplay of �nancial instruments and 
stakeholders taking place in the development and �nancing of major energy infrastructure: 
�The direct contribution of private banks to the �nancing of coal-�red power plants is relatively 
small, with project �nancing being of increasingly limited importance. Financing is more often 
achieved through the issue of bonds, shares or direct company �nance.�8 

THE BRITISH PRIVATIZATION AGENDA: 
ACCEPTED STATE SUPPORT FOR PRIVATE SECTOR
These new �nancing realities have been rolled out and scaled up in the twenty-�rst century � 
and we will come back to them in the section below. A parallel process in the �nancialization 
process also needs to be grasped at this stage: the capture of more forms of public support for 
the private sector. The ideological groundswell for achieving this got under way in the 1980s 
and 1990s, and has become engrained.

Market power � through capital �ight � effectively sabotaged the plans of Francois Mitterrand, 
France�s �rst Socialist president, to expand the welfare state and extend state intervention in 
the French economy in the early 1980s. In parallel in the UK, the unfettering and the rise of the 
�nancial sector lead to the radical, far-reaching privatisation of state assets in the UK during 
Margaret Thatcher�s premiership throughout the same decade. 

At the time, the privatisation programme was heavily propagandised as a success story, with 
the British public enthusiastically buying into it, only for deteriorating service provision and 
consistently rising prices some years later to call privatisation into question. Nonetheless the 
sweep of privatisation, unleashed in the UK during this period, was rapid and wide, as revealed 
by UK government statistics released in 2002: 40% of the total value of all privatisation in the 
western world between 1980 and 1996 occurred in the UK.9 

The cumulative effect was that Thatcher�s privatisation agenda established the acceptability 
of private sector involvement in the wider economy and � in an eventual ironic reverse of 
standard free-market ideology � of the provision of state support for the private sector. 

8 http://www.chathamhouse.org/sites/�les/chathamhouse/public/Research/Energy,%20Environment%20and%20
Development/1111pp_froggatt.pdf 

9 http://www.wto.org/english/tratop_e/serv_e/symp_mar02_uk_treasury_priv_guide_e.pdf 
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By the early 1990s, the UK had also become the global leader in introducing a form of 
privatisation-lite: the private �nance initiative (PFI), �lite� only in as much that it was not 
geared to the full transfer of state assets to private control, but nevertheless a model with far-
reaching (and often hidden) implications for how private sector interests would be embedded 
and, crucially, supported across the whole investment spectrum in the UK. 

PFI was and remains the UK variant on the public-private partnership model, a procurement 
method for major public works (infrastructure) that sees public services being delivered 
by the private sector, and involving private sector debt and equity � but, importantly, being 
underwritten (or guaranteed) by the state. Opportunities opening up as a result of the UK 
�success story� were evidently being eyed elsewhere.

The World Bank�s 1994 World Development Report on infrastructure, notes Hildyard, �was 
not in fact about bridges and roads and dams, but about privatising public goods and services 
and reducing the role of the state in development � By framing policy choices in terms of an 
either/or opposition between the �private sector�, on the one hand, and the state, on the other, 
the Report successfully hid its promotion of a new state/private combo. A realigned state 
became the lynchpin of a particular response to a growing crisis of over-accumulation within 
capitalism, in this instance creating new highly pro�table investment opportunities by selling 
off state-owned enterprises (the family silver in the words of former British Prime Minister 
Harold Macmillan) at knock-down prices.�

It should be evident that a corner was now being turned. The World Bank, among others, had 
discerned the potential to export investment models highly favourable to the private sector far 
beyond the shores of the UK. 
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2. FINANCIALIZATION AND ITS DISCONTENTS

�For the owners of capital the dilemma is what to do with the immense surpluses at their disposal in 
the face of a dearth of investment opportunities. Their main solution from the 1970s on was to expand 

their demand for �nancial products as a means of maintaining and expanding their money capital. On 
the supply side of this process, �nancial institutions stepped forward with a vast array of new �nancial 

instruments: futures, options, derivatives, hedge funds, etc. The result was skyrocketing �nancial 
speculation that has persisted now for decades.�  

John Bellamy Foster, The Financialization of Capitalism � April 200710

HISTORY: GLOBAL CAPITAL IN SEARCH FOR INVESTMENT 
OPPORTUNITIES
What was a Marxist ghetto interest in the 1970s, limited to the annals of the Monthly Review 
journal, subsequently becoming more evident within academia in the 1990s (though primarily 
remaining a Marxist pursuit and interest), has now become a readily identi�able and more 
widely discussed economic concept as a result of the economic crisis of 2008: the process 
called �nancialization is indeed widely viewed as a key contributor to the economic conditions 
that brought about the 2008 crisis. Moreover, �nancialization is not going away and, in spite of 
the crisis, would appear to be taking deeper root. 

The speci�c causes of why �nancialization took initial root in the 1970s are many and varied. 
Bellamy Foster de�nes �nancialization as: �the shift in gravity of economic activity from 
production (and even from much of the growing service sector) to �nance.�11 Essentially, and 
in highly condensed form, global economic recession as a result of the oil crisis of 1973 left 
global capital with too much money on its hands. Capital�s assets were over-accumulating 
and thus emerged the need to create new investment opportunities � but where, and how, to 
deploy the economic surplus? 

NEW EXOTIC FINANCIAL INSTRUMENTS ARE HERE TO STAY
In short, a turn to �nance took place, with investment in �nancial instruments and products 
replacing real nuts and bolts production, with a considerable amount of �nancial creativity 
being involved. The broad effects of what has taken place are summarised by Lapavitsas:

�First, relations between large non-�nancial corporations and banks have been altered as the 
former have come to rely heavily on internal �nance, while seeking external �nance in open 
markets. Large corporations have acquired �nancial skills � they have become �nancialized. 
Second, banks have consequently transformed themselves. Speci�cally, banks have turned 
towards mediating transactions in open markets, thus earning fees, commissions and trading 

10 http://monthlyreview.org/2007/04/01/the-�nancialization-of-capitalism 

11 Ibid
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pro�ts � Third, workers have become increasingly involved with the �nancial system both 
with regard to borrowing and to holding �nancial assets.�12

Nothing less, then a major revolution has taken place in global �nancial practices and 
arrangements in the last three decades. 

As Asian economic specialist Andrew Sheng puts it : �The �nanciali[s]ation dream was that 
�nancial innovation was creative, supported economic development and contributed to global 
market ef�ciency.�13 A lot of people and a lot of economies may have been badly burnt by 
this �innovation�, most strikingly by the localised and � via the Lehman Brothers meltdown � 
globalised effects of sub-prime mortgage lending. 

Yet the same products and instruments that underpinned sub-prime mortgage lending are now 
being proposed for and applied to the �nancing of infrastructure. 

The provision and extension of credit to vast numbers of the American public, many of them 
drawn from the poorest sectors of society, was effected and deemed acceptable because 
of the proliferating use of highly complex �nancing mechanisms that appeared to be able to 
reduce risk for lenders. Essentially junk (or sub-prime) loans, with a high probability of not 
being honoured or repaid, were viewed as not being risky for the companies extending them as 
they could be packaged off via the elaborate schemes that had become part of the fabric of the 
�nancial system. With risk, then, almost eliminated, or thought to be endlessly deferred by the 
multitude of �nancial tools sprouting up, creditors were able to forget about any conventional 
notions of investment quality, and ruthlessly target anyone, including the economically 
desperate and vulnerable, with very few fears of economic consequences for themselves. 

The �nancialization of infrastructure investing that is becoming so apparent, and that has quickly 
become as complex and dependent on opaque �nancing mechanisms that were the hallmark 
of the sub-prime-derived global crisis, also points towards key questions concerning overall 
investment quality. Chie�y, how necessary and how socially and environmentally bene�cial is 
so much of the newly proposed infrastructure that is now crying out for funding? Many large 
projects, for example in the transport and energy sectors, have been lying around gathering 
dust on planning tables for many years. And, equally, how reliable � even, how desperate � are 
the companies and spending bodies promoting these projects? Are they, in fact, vulnerable 
economic entities, more than ready to take the plunge on sub-prime infrastructure projects 
that are, in any conventional sense, economically, environmentally and socially nonsensical?

12 Lapavistas, Theorising �nancialisation, December 2010  
http://www.countdowninfo.net/uploads/6/7/3/6/6736569/theorizing_�nancialization.pdf 

13 Article �rst appeared in �The China Post�, September 15, 2013  
http://www.fungglobalinstitute.org/en/end-�nancialization 
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As far as the �nancial sector is concerned, it is not only a given that the creativity of 
�nancialization can come again. It is also � more fundamentally � that these exotic �nancial 
instruments are here to stay: they simply need to be used better, and more appropriately. This 
can sound, in fact, like an ongoing, highly risky public experiment that is playing out, and it is 
the subject of intense debate within the �nancial industry itself right now.

INFRASTRUCTURE FINANCING TO ACHIEVE GREEN AIMS?
More than six years on from the outbreak of the crisis, we are facing a puzzling scenario. The 
need to replace creaking infrastructure in Europe, for example, has never seemed more urgent; 
and in Europe and globally, attuning new infrastructure to the demands of climate change is 
now more than a rhetorical demand. It is accepted that hundreds of billions of euros need to be 
deployed in the next 50 years for carbon-neutral infrastructure. 

Consensus about the investment needs is gradually, belatedly emerging: to improve 
transportation links, to secure sustainable energy delivery as fossil fuel resources dwindle and 
their continued use becomes recognised, increasingly, as highly detrimental to the prospect 
of planetary survival (although debates on the speci�cs of how to transition to a clean energy 
world remain as intense as ever). 

If there are much needed investment requirements and vast amounts of available � and 
mounting � surplus capital (as con�rmed and reiterated by scores of mainstream economic 
commentators), why are �nancial instruments, in all their various shapes and sizes, and 
dependent on public guarantees, still the order of the day? Why, indeed, are such instruments 
proliferating and taking up increasing space on the infrastructure delivery menu? 

As we now turn to, it comes down in large part to the fact that the economic war against the 
failure of �nancialization � 2008�s worst global economic crisis since the 1930s � has been 
waged simply with more �nancialization in various forms. The potential for creating and storing 
up �nancial trouble, and to then set off a string of other damaging economic consequences 
somewhere down the road, is high. 
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3. KEY PLAYERS AND DRIVERS OF THE 
INFRASTRUCTURE AGENDA: REAL BRICKS 
AND MORTAR MEET UNREAL FINANCING

AFTER THE CRISIS: INFRASTRUCTURE PROJECTS  
AS ECONOMIC STIMULUS?
In 2009, some nine months after the outbreak of the economic crisis, the Eastern Europe-
focused environment NGO Bankwatch, in tandem with the University of London�s School for 
Oriental and African Studies, produced a report � Bubbling under the surface14 � that took the 
pragmatic view that economic stimulation, at least in Eastern Europe but also easily applicable 
to Europe more widely and other parts of the world suffering from the credit-crunch induced 
downturn, could be spurred by public infrastructure projects.

The clear historical precedent had been provided by Roosevelt�s New Deal in America in the 
1930s. The standard term for this is Keynesianism. If you want to ensure a generally upward, 
positive trajectory in the economy, then: �Save money in the good times, spend money in the 
bad times�.

Bubbling under the surface also dwelt on the recorded warnings � by bodies such as the IMF � 
of the limits to economic stimulus effect that could be achieved by a concentration on private 
investment within a general crisis scenario. According to the report: �[The ratings agency] 
Moody�s recently estimated, based on the current US situation, that for every dollar spent 
through �scal policy in infrastructure, the economy will grow by an additional $1.59. The only 
other areas of �scal expansion with higher effects are increases to unemployment bene�ts, 
and food aid to the poor.�15

While focusing on the immediate crisis-management measures that had been enacted in the 
�urry of post-September 2008 �nancial �re-�ghting (including from the likes of the EBRD), 
the rapidly deployed �nancial support for Eastern European banks, many of which were 
subsidiaries of western parent banks), the report was also prescient about how European 
Commission-brokered stimulus thinking was being lined up to deal with a crisis of this scale. 
As predicted, the private sector was integral to the thinking.

14 CEE Bankwatch Network, 2009, �Bubbling under the surface�  
http://bankwatch.org/publications/bubbling-under-surface-role-western-public-�nance-crisis-hitting-central-and-eastern-e

15 Ibid




















































































