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Investments of 5-7% GDP per year to 2050



Institutional capital - portfolio glut 

Source> Braun & Gabor (2021) 
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Green macro-financial regimes: institutional modes of creation and access to green financial assets,   
including money

Source: Braun & Gabor (2021) 
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Shock therapy in Washington Consensus

• Transition to market economy: structural transformation via subjecting 
state-owned companies to disciplining hand of price signals

• How: increase (liberalise) prices at which SOEs access imported/ 
intermediary inputs & increase the price of credit via monetary 
austerity (Gabor 2011, Weber 2021)

• Politics: imposed via IFIs (WB/IMF) under BOP crises, in local coalitions 
with central bank and against political opposition/contestation (job 
losses)



Carbon shock therapy in Wall Street Consensus

• Transition to low-carbon economy: structural transformation via 
subjecting companies to disciplining hand of price signals

• How: increase (liberalise) prices at which companies pollute & 
increase the price of credit through risk-based monetary measures 

• Politics: imposed via IFIs (WB/IMF), potential BOP crises in context of 
COVID19 debt pressures and SDR reallocation, in local coalitions with 
central bank and against political opposition/contestation (job losses)
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(Wall Street Consensus): change risk/return profile 
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Climate derisking (Ryan Collins et al. 2022)

• protect financial system from climate risks (single materiality) – both 
physical risks of extreme climate events and transition risks (fiscal 
decarbonization via carbon prices)

• correct the risk/return profile of dirty assets: tilt unconventional bond 
purchases or collateral frameworks without abandoning market 
neutrality (Dafermos et al 2022 for Bank of England)

• soft credit guidance: increase relative price of dirty credit without 
targeting any sector-specific prices/quantities of capital and without 
defining (or aligning with) any distinctive decarbonization pathway
• delegate the pace and nature of decarbonisation to private finance, despite 

systemic (ESG based) greenwashing 
• no green (re)nationalization of credit possible under monetary dominance 

(see Monet 2014, Naqvi 2019)



Small green derisking state

1. Delegates the pace and nature of decarbonisation to private finance 
(but DSSI, energy and food security)

2. Global South as consumers but not producers of green tech –
amplifies technological and financial  dependency
• Closing infrastructure gap is not enough for green structural transformation 

• Uganda’s Kiira Motors as example of green developmental state

3. De facto privatization of public goods: access and instability 



Conclusion

• Can derisking state deliver on its low-carbon promises?
• Without reforming market-based finance

• Without challenging supremacy of USD 

• Without challenging (infra)structural power of finance

• Carbon shock therapies: learning from China

• Alternative green macrofinancial regimes: obstacles, actors, power 
and redistribution  
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