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Abstract

This paper provides a review of research into financialisation of the environment, focusing
on the role of financialisation in the interface between social and natural dimensions of
sustainability, the geographical penetration of finance into environmental sectors, and its
increasing control over the production of nature and environmental governance through
regulating flows of capital and consequently material flows. Financialisation is
conceptualised as a profoundly spatial process, forging financial ecologies with
consequences crucial to conditions for sustainability of social-ecological systems. The
paper introduces the theme by framing financialisation in historical contexts.
Financialisation of the environment is then related to processes of commodification,
privatisation, neoliberalisation and accumulation by dispossession within the broader
context of intersections between political economy and political ecology, highlighting the
distinction between use-value/object-oriented investments and exchange-value/’investor’-
oriented investments, the right to inhabit place, and the shift from control and command to
economic incentives, drawing out implications for sustainability. Research on
financialisation of agriculture and land resources, and on financialisation in relation to
economic and social dimensions, is reviewed, and current moves towards re-regulation are
considered from the perspective of a Polanyian countermovement. Conclusions reconsider
the nature of the relationship between financialisation and sustainability and the challenges

of bringing financial systems into the service of achieving social and natural sustainability.
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1 Introduction

This paper presents a review of literature drawing connections between processes of
financialisation and environmental change. Financialisation is conceptualised as a
profoundly spatial process, forging financial ecologies conducive to the geographical
penetration of finance into environmental sectors, while enhancing financial control over
the production of nature and environmental governance, primarily through regulating flows
of liquid capital and, consequently, material flows constitutive of uneven development. The
consequences for sustainability in the full meaning of the term run deep, shaping
conditions for future generations seeking sustainable pathways. In this way, financialisation

is understood as a crucial link between social and natural dimensions of sustainability.

We start by framing financialisation in historical contexts. We then address how
financialization has been conceptualized in the tradition of political economy, from Marx to
the present, as a qualitatively new phase of capital accumulation or as a recurrent process
of waxing and waning, before identifying currently salient features of financialisation. In
section five we relate financialisation of the environment to processes of commodification,
privatisation, neoliberalisation and accumulation by dispossession, within the broader
context of intersections between political economy and political ecology. Some key
literature on the now ubiquitous concept of sustainability is reviewed, with some emphasis
on both critical literature and on the still emerging field of sustainability science. Critical
research into the social, political and environmental implications of the rise of financial
instruments such as offset derivatives is also briefly summarized. We find the distinction
between use-value/object-oriented investments and exchange-value/investor’-oriented
investments to be particularly helpful to understand problematic impacts of
financialisation. Issues of democracy and the right to place - the right to habitation - are
highlighted, as well as the shift in environmental governance from control and command to

economic incentives.
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Section six reviews research into financialisation of agriculture and land resources,
including relations to climate politics and land grabbing. We then turn to the literature on

financialisation and economic and social dimensions of sustainability.

The penultimate section returns to theoretical perspectives on the history of
financialisation and asks if the calls for and signs of re-regulation can be seen as a
Polanyian countermovement. Conclusions reconsider the nature of the relationship
between financialisation and sustainability and the challenges of bringing financial systems

into the service of achieving social and natural sustainability.

2 The framing of financialisation

In 2003, five years before the financial crisis hit the world, the IMF published a devastating
critique of its own policies regarding deregulation and liberalization of the financial sector,
especially in poor countries. Although deregulation had been the official policy of the IMF
since the 1980s, the report — which was co-authored by the then chief economist of the IMF,
Kenneth Rogoff - unequivocally concluded that the policy precepts of the IMF had
contributed to increasing volatility of financial flows, incoming as well as outgoing, and to
reinforcing the “contagion” effect of disequilibria by fostering an ever greater integration of
financial markets (Prasad et al. 2003). Furthermore, the IMF report concluded that
countries differed in their capacity to endure volatility and crisis, and that poor countries,
generally with a lower level of absorption capacity and with weaker governance structures,
were well advised to remain less open to the vagaries of the global market than stronger

and better endowed economies.

The insights were not new, and they would not have surprised John Maynard Keynes, who
participated as head of the British delegation in the designing and launching of the IMF at

the Bretton Woods Conference in 1944. Finding a balance between the monetary and the
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productive spheres of the economy was crucial, Keynes thought. Already in 1936 he had
attempted to draw a line between enterprise and speculation, between the real economy

and the financial sector:

Speculators may do no harm as bubbles on a steady stream of enterprise. But the
position is serious when enterprise becomes the bubble on a whirlpool of speculation.
When the capital development of a country becomes a by-product of the activities of a

casino, the job is likely to be ill-done. (Keynes 2007/1936, 142-143)

For Keynes it was crucial to distinguishing and protect the real, productive economy from
the speculative casino economy, and he consequently suggested taming Wall Street - i.e.
the casino - by introducing "a substantial Government transfer tax on all transactions [...]
with a view to mitigating the predominance of speculation over enterprise in the United
States” (Keynes 2007/1936, 143). Today, such transaction taxes bear the name of the
Keynesian economist James Tobin, who proposed them in 1978 in order to curtail
speculation after the breakdown in the early 1970s of the fixed exchange rates that were

part of the Bretton Woods agreements of 1944 (Tobin 1978).

Keynes' admonitions against letting money and finance play a dominating role was
formulated against the dismal experience of the interwar years, leading him to suggest that
the post-war order under negotiation at Bretton Woods should embrace the distinction
between production and speculation. The outcome of the negotiations only partly reflected
his concerns, but did to a significant extent reflect his position regarding financialisation. To
this very day, the IMF charter upholds the distinction, though not without contradictions.
The first article of the IMF charter calls for “the elimination of foreign exchange restrictions
which hamper the growth of world trade” (IMF 2013: Article I: iv], leaving the door wide
open to the casino economy. A subsequent article on capital transfers, however, allows

exceptions from this general orientation, under the heading “Controls of capital transfers”:
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Members may exercise such controls as are necessary to regulate international
capital movements, but no member may exercise these controls in @ manner which
will restrict payments for current transactions or which will unduly delay transfers of

funds in settlement of commitments [...]. (IMF 2013: Article VI: Section 3)

Hence, the outcome of the Bretton Woods conference was a compromise, allowing
countries to adopt regulatory policies while upholding the main objective of removing
restrictions that might impede growth of trade and the economy as a whole. The neoliberal
turn in development politics - manifested in the deregulation imposed by the IMF and the
World Bank following the debt crisis of 1982 - occurred in spite of IMF statutes responsive

to the regulatory needs of indebted countries.

Not until April 1996 did the IMF board suggest reforming the articles of agreement to

unequivocally promote liberalization of capital mobility (Peet 2003, 80). The idea was to
































































































































































































