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A shifting rhetoric

“stagnating wages and a warming world and Hurricane Katrina and a 
pandemic virus proved that there were scarier words in the English 
language than ‘I’m from the government, and I’m here to help’, as 
Ronald Reagan famously put it.”  

(Ezra Klein in the New York Times, April 8th 2021)



A successful policy paradigm addresses pressing problems that 
arise in the economy and combines …
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Policy 
paradigm

Normative 
foundations 

(Level 1)

Economic model

(Level 2)

Emblematic 
policies

(Level 3)

Vernacular economics

(Level 4)

Keynesian 

social 

democracy

Security, 
fairness

Aggregate demand, 
paradox of thrift, 
solidarity wages, theory 
of the second best

Demand 
management, tax, 
transfer and 
public goods 
redistribution, 
egalitarian supply-
side policies

Well-paid workers 
sustain demand. 
Saving is prudent for 
a family but not for a 
government when the 
economy is in 
recession. ’Same 
boat’ solidarity

Keynesian social democracy



Policy 
paradigm

Normative 
foundations 

Economic model   Emblematic 
policies

Vernacular economics

“Neo 

liberalism”

Freedom from 
government 
coercion, 
procedural 
justice

Self-interest (individuals 
& government officials) 
and competitive markets. 
No interpersonal 
comparisons of utility. 
Pareto criterion.

Laissez-faire, 
school vouchers, 
“negative income 
tax”, buy your own 
council house,
Privatize telecoms 
and utilities.  
Reduce barriers to 
international 
movements of 
goods and capital

“The government that 
governs best, governs 
least.”
Labour unions are 
special interest groups 
trying to get a larger 
slice of a smaller pie. 
“There is no such thing 
as “society”. 

Neoliberalism



Covid 19 messages: Abusive exercise of unaccountable  
power by private actors 

Private exercise of power:

• may violate democratic 
norms

• only becomes salient in 
economics when the 
model recognizes that 
information is limited 
(Friedrich Hayek, 1945, 
Herbert Simon, 1950, 
Ronald Coase 1937)

• information economics 
revolution 



Health and social care
doctors, nurses, midwives, paramedics, social workers, 
care workers,
Education and childcare
childcare
support and teaching staff
social workers
Key public services
those essential to the running of the justice system
religious staff
charities and workers delivering key frontline services
those responsible for the management of the 
deceased
journalists and broadcasters who are providing public 
service broadcasting
Food and other necessary goods
This includes those involved in food: production 
processing distribution sale and delivery

Utilities, communication and financial services
postal services and delivery
payments providers
waste disposal sectors

Messages: Prices 
cannot do the work 
of morals

UK Department for Education 
defines who can access 
schools during lock-down

Ethical, generous and trusting norms:

• have been essential to successful anti-
pandemic responses

• are absent from the economic model that 
complemented neoliberal normative 
foundations

• but are in the new benchmark model, 
because of the behavioural and experimental 
economics revolutions



A  new paradigm must expand the 
state space for policies by drawing 
on ethical motivations of solidarity 
and duty that underpin community 
and go beyond material gain and 
compliance with governmental fiat.

Covid 19 messages:



• Technological change (eliminating routine jobs) and the increasingly knowledge-
and care-centered character of our livelihoods is shrinking the share of work that 
can be effectively governed by hierarchically ordered and unequally rewarded 
positions, and increasingly require intrinsic or social motivations to undergird a 
high-performance economy.

Beyond market and state – private power and social norms



“What is the most pressing issue that economists should address?”
3,604 1st year economics students from 18 universities in 10 countries, 2020-21

Paradigms change when problems change … and when there is new economic 
theory



Problems       Key concepts            ‘New’ economic theory



Policy 
paradigm

Normative 
foundations 

Economic model Emblematic policies               Vernacular economics

New 

paradigm

Social relations 
free from 
domination, 
voice, equal 
dignity, 
community, 
sustainability

Power in principal 
agent models; 
identity economics; 
increasing returns 
and multiple 
equilibria; 
Schumpeterian 
growth; cardinal 
utility; intrinsic 
motivation and 
cooperation as 
essential to a high 
performance 
economy

Wealth redistribution to 
support inclusive 
innovation. 

Home price insurance to 
reduce risk exposure 

Workplace rights and 
voice. 

Competition for the 
market via corporate 
governance reform. 

‘Real freedom for all’ 

Cooperation works. 

Good morals is good 
economics. 

‘Voice’.

Libertarians fail 
inequality; statists fail 
innovation.

New problems - a new paradigm



The new paradigm is not limited to the “government – markets” continuum or to 
the “more state or less state” rhetoric     

• A pole – here ‘government’ or ‘markets’ – refers to both the institution or ‘rules of the 
game’, and to the motivations that make those rules work well

• Policies like ‘carbon tax and dividend’ and ‘cap and trade’ use the complementarity of 
state capacity and market mechanisms differently weighted

• But, we know that the limited information available to both government and private 
actors means many problems cannot be addressed just by a combination of governmental 
fiat and private contract

carbon tax and dividend     ‘cap and trade’

Government                                                                                   
Compliance with legitimate state authority 
Implemented by fiat and elections 

Markets
Material incentives
Implemented by prices and 
competition with complete contracts



Government                                                                                   
Compliance with legitimate state authority 
Implemented by fiat and elections 

Markets
Material incentives
Implemented by prices and 
competition with complete contracts

Civil society
Reciprocity, altruism, fairness, sustainability, dignity, identity (including in-group)

Implemented by social norms and the exercise of private power

The third pole –
opens up a new space in which to represent the levers for getting things 
done



Government                                                                                   

Compliance with legitimate state authority 

Implemented by fiat and elections 

Markets

Material incentives

Implemented by prices and competition 

with complete contracts

Civil society

Reciprocity, altruism, fairness, sustainability, dignity, identity (including in-group)

Implemented by social norms and the exercise of private power

social distancing

research, production and distribution 

of vaccine

mandatory risk-sharing 

(taxes & transfers)

mask-wearing

‘vaccine nationalism’

monetary incentives for vaccination

Using an expanded space for policy to map responses to COVID-19



Government                                                                                   

Compliance with legitimate state authority 

Implemented by fiat and elections 

Markets

Material incentives

Implemented by prices and competition 

with complete contracts

Civil society

Reciprocity, altruism, fairness, sustainability, dignity, identity (including in-group)

Implemented by social norms and the exercise of private power

civil-society-led green innovation plus competition policy

rights for citizens as co-owners of data-

bases held by big tech firms

shifting balance in care work from regulation & 

material incentives toward professional ethics

house-price insurance to reduce risk 

and promote innovation

open science

rights at work for 

platform-based workers

unconditional basic income

more democratic firm governance (workers and other 

stake-holders)

State-market-civil society complementarities in a new paradigm



• made it harder to achieve shared prosperity goals (it has made us poorer, 
widened wealth, income and education gaps)

• added pandemics to the pressing problems we face (inequality, climate crisis, 
future of work, modern monopoly, financial instability)

• highlighted why more ambitious normative goals are required – to include dignity 
(as well as shared affluence and sustainability)

• clarified that effective policies to address the problems we face rest on mobilizing 
the complementary strengths of all three poles (market, state, and civil society) 

• reinforced the potential of contemporary economics – thanks to the information, 
identity, behavioural and empirical revolutions – to contribute to policy design.

Bottom line - COVID-19 has …
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