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A POLITICAL THEORY OF MONEY

Understanding money’s nature as political, institutional and material answers today’s
big money questions. Money remains a foundational question of social theory. What is
money? Why does something so insubstantial have value? How do money systems make
promises function like valuable things? Why are money systems always hierarchical yet
variable? The answer, A Political Theory of Money argues, is politics.

Moneyis institutionalised social power. Politics generates institutions that differentially
lock into the future product of political and economic collectives. Money emerges from
the institutionalisation of social antagonisms to encapsulate a collective’s productive
potential in a flexible, tradable instrument. This takes a system. Money is built in
hierarchical layers out of the inherently variable material of politics and at various
economic scales. This book outlines these variable processes theoretically and through

case studies.

Anush Kapadia is Associate Professor in the Department of Humanities and Social
Sciences, Indian Institute of Technology (IIT) Bombay.
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PREFACE

This book is both a collection and a synthesis. While some of the case-study chapters
started as responses to the global financial crisis 0f 2007-2008, the bulk of the theoretical
section was written to synthesise the lessons learned from the cases and to connect
them with all three major schools of monetary thought. The test of this synthesis, like
all theories, is its generality: how many monetary contexts can it speak to?

The work synthesises elements from all three schools of monetary thought. Social
theory is best seen as a resource from which we can select various elements from various
theories to assemble our own social-theoretic machines fit to tackle our particular
questions. Loyal adherence to a particular school therefore can end up damaging the work
of social theory. As complex compounds assembled in particular contexts for particular
questions, social theories are quite modular. Each element can in principle be recombined
with elements from other theories. Theories are not infinitely recombinable, of course,
and we will constantly argue over which elements are foundational, which are dispensable,
which necessarily hang together and which are separable. But such arguments already
concede the inherent modularity of theory.

The theoretical synthesis we attempt here combines elements from the Banking, State
and Currency Schools with lessons from classical political economy and old institutional
economics. The Banking School understands money as credit, as means of payment for
settling debts public and private. It carries an implicit institutionalism because it recognises
the futural orientation of all economic life: only institutions can help us collectively manage
the uncertain future; institutionalism and futurity go hand in hand.

But the Banking Schoollacks an adequate account of hierarchy in money—why some
monies are better than others—taking refuge in the nominal power of the law. This is the
domain of the State School, which identifies the state as being central to money but does
so by raising the state’s nominal power to such a height that it ironically eclipses politics
itself. This book seeks to improve upon the State School’s understanding of money by
placing it with a political understanding of the ontology of all social institutions including
the state, an understanding inspired by Roberto Unger though it has many referents.
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xii Preface

Finally, the book urgently insists on the materiality of money. This is a special kind of
materiality to be sure—one that is futural, probabilistic, abstract, institutional and political
all at once. As such, while this is not the materiality of money identified by the Currency
School, it acknowledges the salience of the latter’s materialist intuitions. In an age where
‘printing money” has become a byword of government policy, social theory needs to rise
to the occasion and account for why money, seemingly a confidence trick played on the
populace by gnomic technocrats, is in fact anchored and rooted in material processes of
production albeit at variable robustness and scale. Without the material dimension, there
is no complete account of monetary variety and therefore no complete theory of money.

Those who work on money often recall the moment when they plunged down the
money rabbit hole. I wrote this book to address the money gap I found in Karl Marx’s
theory of capitalism during my graduate work. While the reader will decide if the theory
measures up, it is important to make the distinction between a theory of money and a
theory of capitalism. Though naturally overlapping, a theory of money cannot substitute
for a theory of capitalism in all its variegated, historically bound dynamics. That said,
hopefully the reader will find herein some seeds of that broader theoretical formulation.
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