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THIS TIME IT’S DIFFERENT: HISTORY AND THE FINANCIAL CRISIS 

Since the onset of the current economic and financial crisis, a question has hung in the air – is the 

great recession comparable with the Great Depression of the 1930s, and are there any lessons of 

history? Ben Bernanke wrote his doctorate on the Great Depression, and the current approach of 

quantitative easing follows his thoughts on the causes and effects of deflation on the modern 

economy. On a similar note, other economists look back to the policies advocated by John 

Maynard Keynes.  

History is caught up in the current crisis, and misused and misinterpreted by politicians and 

economists. This lecture will argue two points. Firstly, that the search for historical “lessons” is 

dangerous, for the context is radically different and leads to inappropriate recommendations on 

policy. This time it really is different.  Secondly, that history does matter, but in a different way to 

searching for misleading historical analogies. We need to understand the long-term origins of the 

current crisis. We need to understand the emergence of the institutions that are responding to the 

current crisis. The IMF and WTO were created to deal with very different problems in the past, 

and as a result are no longer fit for purpose. Why did they take the form they did, and why are 

they not able to change? 

Institutional rigidity and political logjams are a serious problem.  In Europe, the emergence of the 

Euro was shaped by problems of post-war reconstruction in the late 1940s, and in solving those 

historical problems, created new difficulties for the future. The problem of dealing with the Euro-

zone crisis reflects the nature of individual European states which need to be understood in a 

longer historical timeframe, whether the attitude of Germany towards inflation or the weak fiscal 

structures of Greece. Without a longer timeframe, it is difficult to grasp the roots of the current 

crisis and find solutions. 

 


