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Marketization vs. Economization 

Neoliberalism is usually associated with marketization (e.g., privatization, trade and 
financial liberalization) processes and pro-market theories articulated by Milton 
Friedman and Friedrich von Hayek. Nevertheless, building upon and extending 
Michel Foucault’s anticipatory reading of both German ordoliberalism and American 
neoliberalism in his The Birth of Biopolitics lectures at Collège de France from 1978-79, we 
argue that neoliberalism is not a particular economic ideology but rather an 
“interdiscursive horizon” (episteme) that accommodates a range of theoretical positions 
with diverse policy implications, including those that can be identified as 
“interventionist”, that is those that have no problem in deploying state-apparatuses or 
other non-market devices to govern the social field and the behavior of individuals. An 
important implication of this is a broader re-conceptualization of neoliberalism as a 
drive towards depoliticization through economization—which includes but not limited 
to marketization. Economization entails the design and implementation of institutions 
based on the assumption that human beings comprehend and respond to economic 
incentives. By re-shaping and re-formating the institutional environment through the 
interface of homo economicus (allowing for a range of cognitive or behavioral 
variations), neoliberal form of governmentality aims to turn all social and political 
problems into economic ones and aim to solve them through either markets or market-
like institutional configurations (e.g., incentive-compatible mechanisms). 

Beyond the state-market dichotomy 

Following Foucault we distinguish neoliberalism from classical liberalism and argue 
that while the latter aims to protect the market (as a domain of civil society, conceived 
as “exchange”) from the interventions of the state, the former aims to reform and 
redesign the state according to the logic of markets (conceived primarly as 
“competition”). This important differentiation enables us to consider neoliberalism 
beyond the market-state dichotomy. Contrary to much has been said about 
neoliberalism, we insist that the ease with which politicians who identify themselves as 
neoliberal tend to deploy state-power and instruments is not a deviation from 
neoliberal theories—there is enough in  For neoliberalism the problem is not so much 
in the fact that states intervene into markets (which they invariable do), it is the 
manner in which they intervene and replace the rights perspective of post-war social 
democratic program with the incentives perspective of the neoliberal program.  In this 
sense, states, to the extent that they are organized along the corporate structure where 
the “president” functions as a CEO and citizens and bureaucrats treated as consumers 
and/or entrepreneurs, could be quite at home within a neoliberal universe. 
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Foucault’s neoliberals 

It is indeed true that pro-market neoliberalisms of the post-war era were indeed 
motivated by a strong anti-state sentiment that bordered on state-phobia. In Germany, 
one of the main concerns of ordo-liberals was to restructure the market economy in 
such a way that the Nazi experience would not be repeated.  But even then, since 
competitive markets cannot spontaneously emerge out of thin air, ordoliberals argued, 
laws and regulations should be designed in such a manner that a social market economy 
that limits the possibilities for monopoly power can come to existence. In this sense, 
ordo-liberalism is a strange kind of pro-market approach: it argues that markets need 
to be actively institutionalized and their competitive characters need to protected 
through regulation and legislation. In contrast, in the US, at Chicago, while economists 
were critically scrutinizing the dense network of New Deal and Great Society social 
programs and institutional programs, at the Law School, a silent Coasean revolution 
was taking place. In a sense, the pro-market drive of the Chicago neoliberalism has 
been historically against interventionist tendencies of interwar neoclassical economics 
and post-war Keynesian-neoclassical synthesis in the North American context.  Hayek, 
even though represented by Foucault as an intermediary figure between German 
ordoliberals and American neoliberals, was actually developing (later joined by 
Kirzner, Lachmann and, in his own radically anti-statist manner, Rothbard) a distinct 
school of thought with strict methodological, ontological and epistemological 
differences from the broad neoclassical tradition. 

Constitutive controversies of inter-war period 

If one of our “corrections” to Foucault’s reading of the development of neoliberal 
thought in economics is to distinguish Austrian neoliberals from both German ordo-
liberals and American (Chicago-School) neoliberals, another one is to situate 
American neoliberals within the broader debates, controversies and transformations 
of the post-war neoclassicism. In particular, we argue that the origins of post-war 
neoclassicism  and the “late neoclassical” turn in late-twentieth century economics are 
to be found in four major, constitutive and ongoing controversies that began in the 
inter-war years: the “psychologism” controversy which clarified the shift from 
cardinalism to ordinalism in neoclassicism; the socialist calculation debate between 
socialist neoclassicals (Oscar Lange) and pro-market Austrians; the marginalism 
controversy which paved the way to the selectionist, “as if” arguments of Chicago 
economists; and, of course, the Keynesian revolution which structured the post-war 
macroeconomic debates. Our contention is that the advent of neoliberal thought in the 
discipline of economics is not an externally imposed phenomenon but rather a 
dynamic with strong endogenous characters that develop as the repurcussions of these 
four constitutive controversies.  
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Post-Walrasian economics as form of neoliberalism 

Throughout the latter part of the twentieth century, from the reverberations of these 
theoretical controversies a “left” neoliberal position has emerged.  This post-Walrasian 
position acknowledges that information failures (moral hazard and adverse selection) 
and missing markets creates endemic problems for the price mechanism.  These 
economists argue that markets are just but one among a range of possible mechanism 
for transforming inputs (messages, signals) of agents (individuals, firms) into outcomes.  
While mechanisms do not necessarily have to assume that individuals are self-
interested, historically this “interventionist” left neoliberal position has consistently 
took (either in the name of “realism” or in the name of parsimony) the homo economicus 
assumption as an invariable interface for designing all social institutions. We name 
this position, because it does not privilege the actually existent markets and consider 
them as yet another form of mechanism, a post-market approach. In a certain way, 
German ordo-liberals are also a post-market approach avant la lettre, especially to the 
extent that they conceive of markets as human designed institutions. 

Endogeneity of neoliberal turn in economics 

In making this argument and offering readings of the trajectories of transformation in 
the various sub-fields of the discipline of economics (i.e., public economics, 
environmental economics, development economics), our aim is not to downplay the 
transitions that take place in the global self-organization of the circuit of capital, the 
shifts in the balance of power among social classes, the deepening of financialization 
or the transformations that take place in the forces of production (ranging from the 
developments in communicative technologies to the close of the era of “free” oil). Yet, 
we insist that the relationship between the discipline and the social formation should 
be conceptualized as one of mutual constitution. Economic theories and policies 
derived from them shape the social formation as much as the dynamics of the social 
formation affect theories and policies that economists develop. For this reason, in 
order to better comprehend the hold and resilience of neoliberal thought in economic 
thinking, it is necessary to closely study the endogenous dynamics that turned 
neoliberalism into an interdiscursive horizon as well. In that manner, when an 
economic crisis creates conditions of “rethinking economics”, we will be better 
prepared to assess whether or not theoretical alternatives are provide a break from 
“interdiscursive horizon” constituted by the neoliberal turn. 

Public economics after neoliberalism 

Public economics, to the extent that it is located in the point of contact between the 
state and the public, is a particularly important field in which the neoliberal turn in 
economics took hold. We argue that three particular theoretical problems have 
prepared the conditions of dissolution of the social democratic core of the Musgravean 
public economics: the agency problem where the conceptualization of market failures 
through systematic application of homo economicus assumption paved the way to the 
notion of government failures (rent-seeking behaviour), thereby de-legitimizing the 
use of bureaucratic means for re-distribution; the aggregation problem where the 
absence of a universally-agreed-upon aggregation mechanism led toward the de-
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legitimization of the implementation of democratically-elected actors (manifesting 
itself in the accusations of “economic populism”); and the good-society problem where 
the postwar Musgravean consensus regarding the nature of what is good for the 
society has dissolved within the domain of welfare economics. In tracing the 
theoretical origins of these debates and controversies endogenous to the field of public 
economics with those of interwar years, we highlight the gradual economization of 
public economics through the systematic extension of the assumption of homo 
economicus at the expense of social rights perspective of the Musgravean public 
economics. 

Performativity of homo economicus 

Our fundamental discontent with the widespread and persistent deployment of the 
homo economicus as an interface does not pertain to the realism of this assumption.  We 
are concerned with this interface, not because human beings do not resemble homo 
economicus (therefore should be better represented by other dramatis personea), but 
rather because the design and implementation of market or market-like institutions 
forces human beings to perform like homines economici. While the literature on the 
performativity of economics is very recent, economists have been long aware of the 
different ways in which economic models shape the course of economic activities. 
Most recently, certain strands of behavioral economics have been documenting the 
perverse outcomes of assuming homo economicus as an interface and arguing for giving 
more scope for social norms in designing institutions.  
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