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Economic policymaking shifted away from neoliberal ideals towards ‘crisis’ Keynesianism during 
the COVID-19 pandemic. We use a comparative process tracing approach to examine how pol-
itical and economic actors in Britain, Germany and the USA attempt to legitimise a potential re-
turn to neoliberalism to voters. We show that pro-neoliberal actors discursively construct a ‘crisis’ 
of COVID-Keynesianism by associating it with rising inflation and ‘unsustainable’ levels of govern-
ment spending. Whilst emphasising key neoliberal policies of maintaining low inflation and fiscal 
conservativism to establish a return to ‘normal’ neoliberal policymaking. Therefore, we explain how 
the neoliberal policy paradigm reasserts itself when challenged.
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Introduction
Much like the 2008 Global Financial Crisis (GFC), the sever-
ity of the economic consequences from the COVID-19 pan-
demic saw many governments shift away from ‘normal’ 
neoliberal policymaking that has dominated ideas about 
how advanced economies should be run since the 1980s. 
The neoliberal policy paradigm emphasises maintaining 
low and stable inflation, a low tax environment, fiscal 
conservativism, welfare state retrenchment, active labour 
market policies and the importance of the state as a fa-
cilitator of private markets, rather than a substitute for 
them (Hay, 2004a). The COVID-19 pandemic saw many 
neoliberal policies abandoned in favour of prioritising em-
ployment and maintaining a baseline of economic per-
formance, supported by the state provision of loans to 
private firms, corporate equity ownership and high levels 
of welfare spending; all hallmarks of Keynesian economic 
ideas (Béland et al., 2021). Subsequently, the observed 
shift towards COVID-Keynesianism has been hailed as a 

reorientation of economic policymaking around a new 
paradigm, marking a distinct break from neoliberalism 
(Saad-Filho, 2020; Davies and Gane, 2021; Gerbaudo, 2021).

We argue that such accounts overstate the extent these 
Keynesian-style state interventions in the economy during 
the pandemic mark a permanent institutional change 
away from neoliberalism. Rather than marking a per-
manent shift away from neoliberalism, Keynesian-style 
policies may be temporarily ‘borrowed’ by the neoliberal 
policy paradigm as a form of economic crisis management 
before returning to ‘normal’ neoliberal policymaking once 
the crisis subsides (Hay, 2012). The GFC provides a clear 
example of this, as several countries temporarily adopted 
Keynesian-style economic ideas by increasing welfare 
provision and nationalising financial institutions before 
introducing neoliberal fiscal austerity measures once their 
domestic economies stabilised (Wade, 2008; Duménil and 
Lévy, 2011; Burns et al., 2018). However, there has been lit-
tle examination of how neoliberal economic ideas may 
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become re-established after the economic crisis of the 
pandemic has been managed, which is where this paper 
makes an empirical contribution.

Institutional changes of economic policymaking do not 
occur solely at the direction of policymakers, as they are 
reliant on ‘a sufficient intersubjective consensus about 
the legitimacy of change among the broader popula-
tion’ (Widmaier et al., 2007, 749). As such, political actors 
may look to foster legitimacy by influencing voter prefer-
ences about how the economy should operate. Political 
actors may also attempt to persuade the public of the 
necessity of instigating an institutional change of eco-
nomic policymaking by discursively constructing a crisis 
of the economic policy set currently in place (Hay, 2004a; 
2016a). Here, a crisis is deemed a moment of necessary 
intervention, where political actors associate current eco-
nomic policies with various social, economic and political 
problems that need to be addressed (Hay, 2016a). This, 
therefore, constructs a justification for a new policy set 
to be introduced that directly solves the problems asso-
ciated with the current economic paradigm (Hay, 2016a). 
Whilst the crisis and solution narratives of other major 
institutional changes in economic policymaking (for ex-
ample the GFC, Eurozone and Brexit) have been clearly 
articulated (for example: Hay, 2012; Ramalho, 2020; Wood 
and Ausserladscheider, 2021), the specific narratives de-
ployed by policymakers to motivate a return to ‘normal’ 
neoliberalism after the pandemic are an under-explored 
research area. Therefore, and to address these issues, 
this paper examines whether, and to what extent, pol-
icymakers in different countries attempt to legitimise 
the re-establishment of ‘normal’ neoliberal policymaking 
after the COVID-19 pandemic?

To explore this issue we use a descriptive comparative 
inductive process tracing approach in combination with a 
thematic analysis (cf. Bryman, 2012) to examine how pro-
neoliberal narratives emerge in Britain, Germany and the 
USA in the context of the pandemic. We consider polit-
ical actors and representatives of governing economic in-
stitutions to be pro-neoliberal policymakers based on the 
extent to which they publicly advocate the resumption 
of neoliberal policies after the pandemic. The three cases 
were selected as each country has adopted key tenets of 
neoliberal policymaking in the decades preceding the pan-
demic (Konings, 2010; Hay, 2004a; Germann, 2014). Our 
comparative analysis focuses on identifying similarities 
and differences in how crises of COVID-Keynesianism 
are constructed in-line with the nationally specific insti-
tutional configurations of neoliberalism in each case (cf. 
Brenner et al. 2010). Although our analysis is descriptive, it 
is also analytical, as it relies on Carstensen and Matthijs’ 
(2018) ‘punctuated evolution’ approach to Hall’s (1993) 
policy paradigm framework and Hay’s (2016) constructiv-
ist institutionalism, which emphasises how crises can be 
discursively constructed to motivate institutional changes 
of economic policymaking. Our analysis is not deduct-

ive, as each crisis is unique to its socio-political context, 
meaning that our explanation inductively describes the 
specific form of how each crisis is constructed in each case 
(Hay, 2016).

Our qualitative dataset is comprised of unsolicited sec-
ondary documents collected between March 2021 and 
October 2021, including public statements, interviews, 
speeches and reports from policymakers, pertaining to 
each case. Due to the extensive variation in the length 
and context of the qualitative sample, we do not use 
quantitative information to inform our analysis because 
it would potentially misrepresent the data and bias our 
conclusions (Maxwell, 2010). The qualitative data analysis 
software package – Atlas.ti – is used to deploy a thematic 
analysis (Bryman, 2012) using descriptive (Saldana, 2015) 
and process (Corbin and Strauss, 2015) coding approaches 
to analyse specific events, conditions and processes rele-
vant to pro-neoliberal actors' crisis and solution narra-
tives. This approach generated codes reflecting core tenets 
of the neoliberal policy paradigm specific to each case, 
whilst accounting for the contextually specific dynamics 
underpinning crisis narration and solution processes. The 
thematic analysis allowed the construction of an index of 
central themes and subthemes (Bryman, 2012, 579), which 
can be found in the Supplementary Material.

The results of our analysis demonstrate how polit-
ical actors across the cases construct crisis narratives 
around the fiscal sustainability of COVID-Keynesianism 
and the threat of rising inflation during the pandemic. 
Subsequently, the neoliberal policies of fiscal conserva-
tism and a return to inflation targeting are promoted as 
solutions to these twin ‘crises’ of COVID-Keynesianism. 
We also show there are key contextual specificities in each 
case. In Britain, political actors from across the spectrum 
raise issues of fiscal sustainability, demonstrating the deep 
integration of neoliberal policymaking. Whilst German 
political actors advocate a return to fiscal conservatism 
after the pandemic, as past prudence provided the condi-
tions to deal with unexpected economic instability caused 
by the pandemic. Although economic actors in Britain and 
Germany call for the Bank of England and the European 
Central Bank (ECB) to refocus their attention on their infla-
tion targeting mandates to address the crisis of inflation, 
Republican policymakers in the US bind the twin crises 
of COVID-Keynesianism by holding Biden’s fiscal spending 
responsible for rising inflation. Overall, our analysis makes 
two key contributions to the literature on institutional 
change by demonstrating how political actors can influ-
ence within-paradigm changes in economic policymaking, 
whilst also explaining how the reproduction of a dominant 
paradigm needs to be constructed to withstand challenges 
from potential alternative economic ideas.

The remainder of the paper is structured as follows: 
we first summarise the persistence of neoliberal policy-
making in times of crisis and how institutional changes 
in economic policymaking are conceptualised. Thereafter 
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we describe the similarities of the ‘crisis’ construction of 
COVID-Keynesianism and its solutions across the cases. 
Finally, we develop a comparative analysis of the key 
differences between the cases, which is followed by a 
summarising conclusion.

The persistence of neoliberalism and 
the challenge of COVID-Keynesianism
Conceptualising institutional continuity and change are 
key areas of analysis for political economists, who have 
examined various structural shifts in economic policy-
making at the national and international levels (Hay, 2004a, 
2004b). Neoliberalism replaced Keynesianism as the dom-
inant form of economic policymaking in many advanced 
economies in the 1980s, after the collapse of the Bretton 
Woods system and the inflation and productivity crises of 
the 1970s (Hay, 2004a; Best, 2021). Although a highly con-
tentious term, we consider neoliberalism an economic 
policy paradigm, defined as an interpretative framework 
based around a set of economic ideas about how the 
economy should be run (Hall, 1993). The neoliberal policy 
paradigm is oriented around a main macroeconomic ob-
jective of maintaining low and stable inflation, whilst also 
advocating policies of welfare state retrenchment, fiscal 
conservatism, low taxation, labour market activation, as 
well as using the state to facilitate private markets, rather 
than substituting for them (Hay, 2004a).

Whilst it has been argued that neoliberalism is both a 
homogenous and homogenising force, there are signifi-
cant differences in neoliberal policymaking at the national 
level (Hay, 2004b). The Anglo-American cases of the USA 
and the UK are considered architypes of what consti-
tutes the neoliberal policy paradigm. Yet other countries 
have adopted neoliberal policies to varying extents, espe-
cially in the EU, whilst consistently being oriented around 
maintaining low and stable inflation (Peck, 2010; Ryner 
and Cafruny, 2017; Clifton et al., 2018). The growth model 
literature also highlights key differences in the struc-
tures of neoliberal economies that can be oriented around 
either debt-driven (for example the UK) or export driven 
(for example Germany) growth (Stockhammer, 2016). 
Therefore, there is a variegated ‘systemic production of 
geoinstitutional differentiation’ of neoliberal policymaking 
at the national level, resulting in different processes and 
extents of neoliberalisation across countries (Brenner et 
al., 2010, 184).

Although neoliberalism has dominated policymaking 
in many advanced economies, it has been found want-
ing by the macroeconomic challenges presented by the 
COVID-19 pandemic. The pandemic cost the global econ-
omy $10tn in forgone GDP across 2020–2021, in part due 
to a lack of demand and supply chain issues that threat-
ened to increase unemployment and economic inactiv-
ity (The Economist, 2021). Presented with such economic 

challenges, many governments abandoned neoliberal pol-
icymaking in favour of emergency policies more tradition-
ally associated with Keynesian economic ideas, such as 
prioritising employment, wage subsidies, elevated welfare 
spending, as well as the state provision of loans to private 
firms and corporate equity ownership (Béland et al. 2021). 
Additionally, some central banks broadened their man-
dates from a primary focus on price stability to support 
government attempts to maintain demand and stabilise 
domestic labour markets. This observed shift towards ‘cri-
sis’ Keynesianism during the COVID-19 pandemic has led 
to suggestions that it marks the potential end of neoliberal 
policymaking in advanced economies (Saad-Filho, 2020; 
Davies and Gane, 2021; Gerbaudo, 2021).

We contest that the introduction of Keynesian-style 
policies in moments of economic crisis does not necessar-
ily mark a significant departure from the neoliberal policy 
paradigm. Whilst Keynesianism and neoliberalism are dis-
tinct policy paradigms, the 2008 GFC provides an example 
of how Keynesian-style policies can be implemented 
under neoliberalism as a temporary mode of economic 
crisis management (Carstensen and Matthijs, 2018). To 
avert the collapse of domestic financial sectors during the 
GFC, many neoliberal governments in Europe and North 
America temporarily introduced a variety of Keynesian-
style policies as short-term measures to stabilise their 
domestic economies, such as nationalising banks, provid-
ing emergency loans to financial institutions and injecting 
liquidity into capital markets (Carstensen and Matthijs, 
2018). These measures required huge fiscal interventions 
and saw many countries’ government debt to GDP ratios 
increase dramatically (Culpepper and Reinke, 2014). The 
adoption of such Keynesian-style state interventions led 
to suggestions that the GFC marked the decline of the 
dominance of neoliberal policymaking in advanced econ-
omies (Wade, 2008; Duménil and Lévy, 2011; Burns et al., 
2018). However, the adoption of these Keynesian-style pol-
icies was short-lived, as neoliberal policymaking resumed 
in many advanced economies (for example via tight fiscal 
‘austerity’ and labour market flexibility measures) once 
the crisis had abated (Hay, 2012; Lobao et al., 2018).

Whilst short-term economic policies may be intro-
duced by political actors to avert moments of finan-
cial instability, longer term changes of economic 
policymaking cannot be implemented purely from the 
‘top-down’. Rather, such changes are reliant on ‘a suffi-
cient intersubjective consensus about the legitimacy of 
change among the broader population’ (Widmaier et al., 
2007, 749). On one hand, policymakers may respond to 
the economic preferences of voters (Elkjær and Iversen, 
2020). On the other, they may also attempt to influ-
ence voter preferences by persuading voters that their 
policy proposals are necessary (Widmaier et al., 2007). 
While the GFC offers an example of how political act-
ors sought to legitimise a return to ‘normal’ neoliberal 
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policymaking through the construction of a crisis of 
Keynesian crisis measures, there has been little exam-
ination of this during the pandemic. Nor have these dy-
namics been accounted for in terms of the contextual 
specificities of the variegated processes and extents of 
neoliberalisation in different countries. Therefore, and to 
address these issues, this paper examines whether pol-
icymakers in different countries attempt to legitimise 
the re-establishment of ‘normal’ neoliberalism after the 
COVID-19 pandemic?

Legitimising Institutional Change by 
Constructing a Crisis of Economic 
Ideas
The analytical framework of this paper uses Carstensen 
and Matthijs’ (2018) ‘punctuated evolution’ approach to 
Hall (1993)’s pioneering economic policy paradigm frame-
work, in conjunction with Hay’s (2016) constructivist in-
stitutionalism, which conceptualises the role of crises in 
shaping institutional changes of economic policymaking. 
The policy paradigm framework distinguishes between 
first, second and third order change as a response to policy 
anomalies, which may be considered economic, social or 
political problems emerging from within the paradigm 
(Hall, 1993). First order change takes the form of routine 
adjustments to existing policies, whilst the policy instru-
ments and overall goals of the policy paradigm remain the 
same. Second order change sees the introduction of new 
policy instruments with the overall goals remaining the 
same. Finally, a paradigm shift may only occur under third 
order change, where both policy instruments and overall 
goals of the paradigm are replaced (Hall, 1993).

Although Hall’s (1993) policy paradigm approach is a 
seminal work in political economy, it has been criticised 
for taking a ‘punctuated equilibrium’ view of institutional 
change. Policy paradigms have their own specific view 
of the context facing policymakers, what the main eco-
nomic goals are and how policymakers should achieve 
those goals; each paradigm is therefore considered in-
commensurable (Hall, 1993). As such, the policy paradigm 
approach under-appreciates within-paradigm change 
(Carstensen and Matthijs, 2018). Carstensen and Matthijs 
(2018) account for these issues by deploying a ‘punctuated 
evolution’ approach to neoliberal policymaking before, 
during and after the GFC. Here, if the overarching goals 
remain in place, other policies can change significantly 
within a broader paradigm depending on the specific ob-
jectives of the policymakers in office. Furthermore, inter-
paradigm policy borrowing is possible as a temporary 
measure if implemented to stabilise the existing policy 
paradigm (Hay, 2011). This explains how policies associ-
ated with the Keynesian paradigm can be commensurable 
with the neoliberal paradigm, but only as a short-run set 
of crisis management tools that are then discarded once 

the economy is sufficiently stable (Hay, 2011; Carstensen 
and Matthijs, 2018).

Another significant issue of Hall’s (1993) policy para-
digm approach is that it insufficiently accounts for how 
institutional change within and between paradigms must 
be legitimised and accepted by voters (Widmaier et al., 
2007; Carstensen, 2011; Berman 2013). Here there is a link 
to the constructivist institutionalism literature, which 
emphasises the central role of ideas in political analysis, 
as political actors (for example voters, as well as political 
and economic policymakers) behave in-line with certain 
norms, interests and understandings of the socio-political 
context in which they inhabit, which, in-turn, influ-
ences political behaviours and outcomes (Hay, 2016). 
The variegated nature of neoliberalism means that the 
policy paradigm has manifested in distinctive ways and 
to various extents in different countries (Brenner et al., 
2010). Therefore, each geoinstitutional configuration of 
neoliberalism at the national level may be considered its 
own distinctive socio-political context, with its own spe-
cific norms that different political actors respond to, seek 
to influence and are influenced by.

Within any socio-political context there is also a con-
test between competing narratives constructed by differ-
ent political actors about what the most pressing issues 
are, what the correct policy response to those issues is 
and whether they justify an institutional change in pol-
icymaking (Hay, 2016). Policymakers may facilitate this by 
constructing a ‘crisis’ narrative about a policy issue that 
requires a necessary intervention in a policy area, where 
the problems are inherent to ‘internal pathologies’ of the 
current institutional design (Hay, 2004a, 505). These ‘cri-
ses’ may begin as normative narratives produced by the 
discursive communications of policymakers, which are 
then normalised through their acceptance and reproduc-
tion by other actors (Hay, 2004a). These narratives may 
subsequently motivate institutional change if the asso-
ciated policies are adopted by institutionally embedded 
actors and become embedded in specific institutional con-
texts (Hay, 2016a).

This section has established our analytical framework. 
The following section starts our empirical analysis, where 
we describe the similarities of the ‘crisis’ construction of 
COVID-Keynesianism and its solutions across the cases.

The twin ‘Crises’ of COVID-
Keynesianism and their neoliberal 
solutions
Across the cases, we identify two main ‘crisis’ narratives 
of COVID-Keynesianism produced by policymakers. The 
first normative crisis narrative questions the sustainabil-
ity of the high levels of fiscal spending used to support em-
ployment and facilitate a minimally functioning economy 
during the pandemic. The combination of increased fiscal 
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spending policies and reduced economic growth between 
2019 and 2020 saw government debt as a share of GDP in-
crease from 84.4% to 106.0% in Britain, 105.2% to 125.2% 
in the USA and 59.7% to 70.0% in Germany (Bundesbank, 
2021; FRED, 2021; ONS, 2021). This increase in government 
debt is problematised by political actors, such as members 
of the British Conservative Party, the Republicans in the 
USA and the Christian Democrats in Germany, who argue 
tax increases will be needed if fiscal spending remains 
high. This is reinforced by highlighting how interest rates 
are currently at historic lows and any future increase in 
interest rates would raise the cost of borrowing, requiring 
tax increases to make it sustainable (Lindner, 2021; Sunak 
2021a; Toomey, 2021). In each case we also find moralistic 
arguments about taking on such high levels of government 
debt that focus on intergenerational justice, whereby fa-
milial narratives are invoked around the fiscal burden that 
is placed on the children and grandchildren of current tax-
payers (Blackburn, 2021; Bundestag 2021; Sunak, 2021a).

The crisis of fiscal sustainability narrative also focuses 
on welfare payments made to those on furlough schemes 
or unemployment benefits. Here it is argued that gener-
ous welfare payments incentivise recipients to remain on 
furlough schemes or unemployment benefits rather than 
return to work or find gainful employment. These bene-
fits are subsequently held responsible for creating sup-
ply shortages in the labour market of each case, thus, 
increasing costs for firms who have to offer higher wages 
to attract potential employees (Merz, 2020; Haldane, 2021; 
Ways and Means Committee, 2021).

In each case the neoliberal policy of fiscal conservatism 
is offered as a solution to this manufactured crisis of fis-
cal unsustainability. Despite the IMF’s calls for national 
governments to refrain from implementing ‘austerity’ 
spending cuts in the aftermath of the pandemic, we find 
policymakers repeatedly calling for government spending 
to be reduced. In particular, they call for an end to fur-
lough schemes supporting workers, rather than ending 
policies directly supporting businesses. We also observe 
calls for a reduction in welfare payments in general and a 
deepening of labour market activation policies to address 
labour market issues; both of which are in-line with neo-
liberal economic ideas. Finally, we also observe how indi-
vidual responsibility is invoked as a solution to minimise 
the state’s responsibility for individual welfare (Coffey, 
2021b; Merz, 2021; RSC, 2021).

The pandemic introduced various inflationary pres-
sures into the global economy, such as rising energy prices, 
labour costs and supply chain disruptions, causing infla-
tion rates in Britain, Germany and the USA to exceed their 
respective central bank targets of 2% in 2021 (OECD, 2021). 
This observed increase in inflation forms the basis of the 
second crisis narrative produced by policymakers about 
COVID-Keynesianism across each case. The large-scale 
asset purchase (LSAP) monetary stimulus programmes 

(also known as quantitative easing) adopted by central 
banks after the 2008 GFC and the Eurozone crisis, main-
tained throughout the pandemic, form a key element of 
this manufactured crisis of COVID-Keynesianism. These 
policies stimulate the economy via a monetary expansion, 
which is considered a key driver of inflation in neoliberal 
economic ideas. Despite these LSAP programmes hav-
ing little inflationary consequences in the decade before 
the pandemic, we find pro-neoliberal policymakers hold 
them responsible for the rise of inflation during COVID-
Keynesianism (Arnold, 2021; House of Lords Economic 
Affairs Committee, 2021; Manchin, 2021).

This crisis narrative around inflation also focuses on 
how central banks have compromised their mandate of 
maintaining low and stable inflation. Each of the central 
banks publicly stated they will support government fiscal 
policy during the pandemic. The LSAP programmes are 
subsequently criticised for purchasing government debt, 
as central banks are considered to be financing the unsus-
tainable fiscal spending of each government. This has led 
to accusations that the central banks’ political independ-
ence has been compromised as it supports government 
spending policies that are inherently politicised (House of 
Lords Economic Affairs Committee, 2021; Toomey, 2021; 
Treeck 2021).

We find policymakers offer neoliberal solutions to 
their problematisation of inflation, by calling for the 
re-establishment of their central banks’ political inde-
pendence and demanding they focus solely on an infla-
tion targeting mandate. We find repeated calls for the 
reinstatement of technocratic management of inflation 
by curtailing quantitative easing, reintroducing monet-
ary discipline and raising interest rates to challenge any 
permanent embedding of increased prices (Arnold, 2021; 
Haldane, 2021). This is also associated with the crisis of 
fiscal sustainability, as raising interest rates to deal with 
inflation will also increase the cost of borrowing; thus, 
justifying political calls for the introduction of fiscal con-
servatism (Sunak, 2021a, 2021b; Treeck 2021).

Although this section has identified two manufactured 
‘crises’ of COVID-Keynesianism across each case, and 
their neoliberal solutions, the following sections examine 
the national institutional differentiation of how the cri-
sis of COVID-Keynesianism is constructed in the British, 
German and US cases, as well as the specific solutions de-
veloped.

The British case: return to fiscal 
sustainability and refocusing the Bank 
of England
In the British case, we find that politicians across the pol-
itical spectrum emphasise the need for fiscal sustainabil-
ity. The British Conservative Party are widely associated 
with implementing neoliberal policies in the decades 
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preceding the pandemic (Carstensen and Matthijs, 2018). 
Meaning many prominent Conservative politicians are 
uncomfortable with implementing what they describe 
as ‘a command-and-control-economy’ under COVID-
Keynesianism (Truss, 2021), and call for a return to ‘nor-
mal’ neoliberal policymaking by reasserting ‘what we 
strongly believe in… free markets, enterprise, entrepre-
neurship’ (Kwarteng, cited in Thomas and Parker, 2021). 
As the Conservatives introduced COVID-Keynesianism in 
Britain, they cannot construct a crisis about the policies 
themselves, but rather frame them as a temporary neces-
sity that is unsustainable in the longer-run as it presents 
‘huge challenges’ for Britain’s public finances (Sunak, 
2021a). Although Britain’s Chancellor of the Exchequer at 
the time, Rishi Sunak, adopted a Keynesian-style tax and 
spend agenda in the October 2021 budget, in his earlier 
2021 budget speech, Sunak (2021a) problematised con-
tinued state spending by describing it as ‘immoral’ and 
arguing: ‘while it is right to help people and businesses 
through an acute crisis like this one, in normal times the 
state should not be borrowing to pay for everyday public 
spending’.

Similar ‘crisis’ narratives about fiscal spending have 
been advanced across party lines. For example, the 
cross-party Committee of Public Accounts stated the fis-
cal ‘response means government will be exposed to sig-
nificant financial risks for decades to come’ (2021, 5). In a 
public rebuke of COVID-Keynesianism the Labour Leader, 
Keir Starmer, pledged that once in office, Labour will ‘repair 
our public finances’ (2021, 10). Whilst Angela Rayner (2021, 
c799), Deputy Labour Leader, problematised government 
spending levels in stating: ‘it is our grandchildren who will 
still be paying off the debt that has mounted up over this 
period’. When asked whether nurses’ salaries should be 
increased and university tuition fees should be removed, 
Labour MP Kim Leadbeater (2021) replied: ‘people are also 
sick of thinking there’s a magic money tree, there isn’t’. 
Thus, echoing a statement made by former Conservative 
Prime Minister Theresa May when justifying a pay freeze 
for nurses in 2017. These examples demonstrate how both 
of Britain’s main political parties are adopting neoliberal 
economic ideas of fiscal conservatism in the aftermath of 
the pandemic.

A key solution to rebalancing Britain’s public finances in-
volves reducing government spending. There is an emphasis 
on removing the welfare measures introduced to support the 
public during the pandemic, including furlough schemes and 
universal credit increases, which were ‘always intended to be 
a temporary measure’ (Sunak, 2021b). The Work and Pension 
Secretary, Therese Coffey (2021a), echoes Sunak by stating 
these measures were ‘brought in in line with the temporary 
measures to support people during the COVID-pandemic; it’s 
been phased out in line with all the other temporary meas-
ures that are also being removed’. In association with the 
withdrawal of welfare programmes, there is a deepening of 

labour market activation policies, which focus on ‘getting 
people into work, getting them into good, well-paying jobs, 
helping them get new skills’ (Sunak, 2021b). The onus is then 
placed on the individual to take the state-led educational 
opportunities or to work more to minimise the economic 
impact of welfare retraction (Coffey, 2021b), emphasising 
the shift from state responsibility to personal responsibility. 
These policies, and their discursive framing, echo many of 
the ‘austerity’ measures introduced in Britain after the GFC.

Whilst political actors in Britain focus on issues of fis-
cal sustainability, economic actors focus on curbing rising 
inflation. For example, members of the Bank of England’s 
Monetary Policy Committee (MPC) have regularly ques-
tioned whether the Bank of England should now curtail its 
quantitative easing programme and raise interest rates to 
deal with the threat of inflation (Haldane, 2021; Ramsden, 
2021; Saunders, 2021). Sunak (2021a) ties the twin crises of 
COVID-Keynesianism by arguing that ‘affordability’ pres-
sures will challenge the sustainability of public finances if 
spending remains high and inflationary pressures compel 
the Bank of England to raise interest rates.

The broader construction of an inflationary crisis is influ-
enced by fears over changes made to the Bank of England’s 
mandate by George Osborne in 2013 and restated by Sunak in 
March 2020. These changes permit the MPC to ‘temporarily’ 
deviate from 2% inflation targeting because of ‘shocks and 
disturbances’ to the economy (Sunak, 2021c, 2) or at times 
of ‘market dysfunction’ and ‘distress’ (Bank of England, 2021, 
25). This modification embeds the distinction between ‘cri-
sis’ Keynesianism to support employment and ‘normal’ neo-
liberalism targeting inflation into the operational capacity 
of the Bank of England. Yet, the House of Lords Economic 
Affairs Committee (2021, 54) raised concerns that these 
‘additional rules’ risk the Bank ‘losing focus on its primary 
responsibility to control inflation’. Thus, raising fears about 
the operational independence of the Bank being undermined 
because of ‘political pressure’ (ibid., 50) to hold interest rates 
low to service government debt. This ties with their wider 
concern that monetary policy, particularly surrounding re-
cent rounds of quantitative easing, is being used to ‘finance 
the Government’s deficit’ (ibid., 2021, 56) and legitimise in-
creased government spending.

In sum, the fiscal conservatism and inflation targeting 
solutions proposed by pro-neoliberal policymakers to 
tackle their constructed crises of COVID-Keynesianism is 
intended to reorientate the post-COVID British state firmly 
within the neoliberal economic paradigm.

The German case: solid finances & ECB 
legitimacy
Germany's neoliberalism has its roots in a longer 
ordoliberal political economy tradition, with its stability 
culture (for example Schmidt 2014, 196) and anti-inflation 
philosophy (for example McNamara 1998), which 
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significantly shapes the unfolding of the twin-crisis in the 
German case. By the end of 2021, the German government 
took on approximately €471bn of debt to deal with the eco-
nomic consequences of the pandemic (Streeck, 2021, 10). 
German government debt currently stands at 70% of GDP, 
which exceeds the ‘debt-brake’ limit in the German consti-
tution and the 60% limit outlined in the European Union’s 
Maastricht Treaty (Bundesbank, 2021). Keynesian style tax 
increases to reduce the debt burden were ruled out by the 
incoming German Finance Minister, Christian Lindner of 
the Free Democrats (Streeck, 2021). Subsequently, there 
has been an emphasis on introducing neoliberal-style fis-
cal spending cuts.

Throughout the pandemic the governing Christian 
Democratic Union (CDU) claimed the principles of fis-
cal discipline and low levels of government debt in ‘good 
times’ allowed the government to take on debt and intro-
duce COVID-Keynesianism to stabilise the economy 
(Bundestag, 2020, 20177). The ‘debt-brake’ is subsequently 
invoked as a ‘decisive tool for discipline’, where abiding by 
neoliberal fiscal restraint allows government debt levels 
to remain ‘sustainable’, especially ‘in light of the needs 
of future generations’ (Bundestag 2021, 25891). German 
politicians also call for European Union (EU) member 
states to adhere to fiscal spending limits outlined in the 
Maastricht Treaty. In its role as the reluctant hegemon of 
the EU, Germany ‘has to be a role model for debt consoli-
dation’, because the EU ‘cannot be built on debt and cheap 
money, but instead stability, second, solidity and third, a 
common rule book’ (ibid, 25891). Thus, refracting German 
preferences for neoliberal fiscal conservatism to be ad-
hered to across the EU, rather than a widespread adoption 
of COVID-Keynesianism.

In the German case, the crisis of inflation was pri-
marily constructed as a key issue in the build-up to the 
2021 federal elections. Olaf Scholz, the former German 
Minister for Finance, was widely criticised for adopting 
policies during the pandemic that stimulated inflation. 
For example, CDU's economic adviser Friedrich Merz 
noted that ‘inflation has a name – Olaf Scholz’, whilst 
Lindner demanded ‘a stop to politically induced infla-
tion’ (Treeck 2021, paragraph 11, paragraph 2). The Chief 
of the German Bundesbank also warned: ‘inflation is not 
dead’ (Arnold, 2021, paragraph 5). As the German govern-
ment has ceded monetary policy decision making to the 
European Central Bank (ECB), the construction of the infla-
tion crisis is primarily targeted at the EU level, especially 
as inflation in the Eurozone started to exceed its 2% target. 
A key example of this is the 2020 ruling by the German 
Federal Constitutional Court that argued the ECB’s quan-
titative easing programme had strayed into the monetary 
financing of government spending, which is illegal under 
EU law and deviates from the ECB’s inflation targeting 
mandate. Although the Federal Constitutional Court over-
turned this ruling in 2021, the crisis construction of the 

central bank´s quantitative easing programmes occurred 
at an early stage in the pandemic.

This crisis of inflation in the German case is con-
structed in neoliberal terms with a focus on neoliberal so-
lutions, including demands for the ECB to focus solely on 
its inflation targeting mandate, returning to stricter mon-
etary policy by ending the quantitative easing programme 
and raising interest rates if necessary. For example, the 
President of the Bundesbank, Jens Weidmann, prescribed 
that the ECB’s pandemic-related bond purchases be ‘re-
duced step-by-step’ (Arnold, 2021, paragraph 1). Whilst the 
far-right populist Alternative für Deutschland uses concerns 
about inflation to challenge Germany’s membership of the 
EU: ‘The [German] government shall not decide EU-corona 
programmes, from which it receives little benefits, but 
incurs additional damages due to threatening inflation’. 
The leader of Bavaria´s sister party of the CDU, Markus 
Söder (2021), proposed the ECB adopt an ‘inflation brake’ 
to match the German constitution’s ‘debt-brake’, which 
would force the ECB to compensate consumers for rising 
prices and savers for lower returns. This, therefore, con-
structs a disciplinary legal framework formally reinforcing 
neoliberal inflation targeting as the primary objective of 
the ECB.

Overall, we find that German policymakers emphasise 
re-instating the debt brake, as well as reducing the ECB´s 
bond-purchasing programme, to protect against the con-
structed threats of rising inflation and fiscal expenditures. 
This suggests a return to normal ordoliberal-inspired 
German neoliberalism after the pandemic.

The US case: bidenflation & the 
Democrats’ socialist agenda
We find that political actors in the US Republican Party 
combine the twin crises of COVID-Keynesianism by at-
tributing rising inflation to Biden’s expansive fiscal spend-
ing since he came to office in January 2021. The American 
Rescue Plan Act was the first major piece of legislation 
announced under the Biden administration, introducing 
many Keynesian-style policies. The act provided $1.9tn in 
support to American citizens, including direct cash pay-
ments of $1400 per person, increased child tax credits, 
extended unemployment insurance and reduced health 
care premiums for small businesses. Since these initial 
reforms, the Biden administration additionally proposed 
a $1.75tn reconciliation package to increase welfare, 
health and education spending and enacted a $1.2tn in-
frastructure spending programme to support the econ-
omy. These Keynesian-style programmes are highly 
popular with Biden's Democrat supporters, yet, whilst 
transport infrastructure spending receives significant bi-
partisan support, most of these programmes are strongly 
opposed by Republican voters (Monmouth University 
Polling Institute, 2022).
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The Republican party builds on this partisan divide by 
adopting a more explicit neoliberal policy stance, prob-
lematising fiscal spending. Much like in the British and 
German cases, there is an emphasis on the sustainabil-
ity of fiscal spending, with concerns raised about gov-
ernment debt exceeding the Federal Government's debt 
ceiling However, uniquely to the US case, the Republican 
Party describes the fiscal spending by the Democrats as 
a ‘Trojan Horse’ for their ‘radical’ agenda (Banks, 2021a). 
The policies introduced by the Democrats are described by 
various Republicans as a ‘socialist spending scam’ (House 
Republicans, 2021).

Concurrent with increased fiscal spending under the 
Democrats, the US inflation rate rose from 1.4% in January 
2021 to 5.4% in June 2021 (OECD, 2021). The Republican 
Party explicitly construct a crisis of inflation by describing 
it as a ‘hidden’ form of taxation, as rising prices mean 
American workers’ ‘money is worth less and less’ (GOP, 
2021). The Republican Party have also attempted to bind 
their twin ‘crises’ of fiscal spending and inflation. This is 
described in a Republican Study Committee (RSC) memo 
that outlines a strategy to ‘tie inflation to the Biden eco-
nomic agenda and explain to voters how inflation is 
Democrats’ hidden tax’ (Banks, 2021b). A clear example of 
this strategy can be observed in a statement from Senate 
Minority Leader Mitch McConnell (2021):

Americans are feeling real pain because of the inflation-

ary policies Democrats have already rammed through. 

But the Biden Administration seems to think the cure 

for this inflation hangover is the hair of the dog: an-

other massive, reckless taxing and spending spree.

This strategy is also evident in the construction of the 
phrase ‘Bidenflation’, used by a wide range of Republican 
political actors, including Republican Leader Kevin 
McCarthy (2021), on traditional and social media to tie in-
flation with the Biden administration’s ‘socialist spending’.

The emphasis on fiscal spending in the Republican 
construction of the twin crises also demonstrates the dis-
tinctiveness of their singular solution. In contrast with the 
British and German cases, where solutions for rising in-
flation are directed at central bank action, in the USA the 
crisis solutions put forward by Republicans instead focus 
on reversing fiscal spending and rising government debt. 
In particular, we find proposed solutions to the manu-
factured crisis of ‘Bidenflation’ centre on cutting taxes, 
reducing spending, reforming the welfare system and 
balancing the Federal budget. For example, the Republican 
Study Committee (RSC) published a budget proposal that 
would cut $14tn in spending, reduce taxes by $1.9tn, and 
create a budget surplus, built on the premise that ‘resist-
ing efforts to expand programmes that increase depend-
ency is paramount’ (RSC, 2021). They argue the budget 
would ‘reform our welfare system… facilitate long term 

self-sufficiency and break the cycle of dependency’ (ibid). 
Their proposals draw on notions of individual freedom 
and liberty, contrasting it with the Democrats’ Socialist 
agenda, with statements such as, ‘Americans thrive when 
the federal government cuts both taxes and spending’ and 
‘liberty’ occurs ‘through deregulation’, ‘empowerment and 
self-sufficiency’ (ibid). The preference for individual liberty 
is vividly expressed by the Republican Congresswomen 
Marjorie Taylor Greene (2021), who blew up a car with 
‘Socialism’ written on it to show her desire to ‘blow away 
the Democrats’ Socialist agenda’.

The promotion of neoliberal policies, such as tax cuts 
and fiscal restraint, as solutions to the manufactured cri-
sis of COVID-Keynesianism in the USA underscores how 
conservative political actors attempt to appeal to voters 
and motivate a return to the neoliberal policy paradigm.

Conclusion
The COVID-19 pandemic saw the introduction of 
Keynesian-style policies in Britain, Germany and the 
USA, to stave off major economic crises. To motivate a 
return to ‘normal’ neoliberalism and ensure that COVID-
Keynesianism is only adopted as a crisis response to the 
pandemic, policymakers across the cases constructed cri-
sis narratives around fiscal sustainability and the threat 
of rising inflation. Fiscal conservatism and a return to in-
flation targeting are simultaneously offered as solutions to 
their constructed ‘crisis’ of COVID-Keynesianism. Whilst 
each case shares these similarities and their associated 
neoliberal solutions, these twin crises also have idiosyn-
cratic contextual specificities linked to the national geo-
institutional form of policymaking in each case.

British political actors across the spectrum construct a 
crisis of fiscal sustainability and advocate a return to pru-
dent government spending, demonstrating how deeply the 
neoliberal emphasis on fiscal conservativism is embedded 
in Britain. Alternatively, British economic policymakers at-
tribute rising inflation to the Bank of England’s expanding 
remit and call for a return to a narrow focus on neoliberal 
inflation targeting, restoring its credibility. In Germany, pol-
itical actors argue fiscal prudence prior to the pandemic 
enabled increased spending to address the economic 
issues posed by COVID-19. Subsequently, they advocate a 
return to fiscal conservatism to develop the fiscal capacity 
to deal with unexpected economic instability in the future. 
As Germany has handed its monetary policy autonomy to 
the ECB, German political actors hold the ECB’s monet-
ary expansion programme responsible for rising inflation 
and demand the ECB re-focus on their inflation-targeting 
mandate. Finally, in the US case, Republican politicians 
emphasise how Biden’s fiscal spending is unsustainable 
and construct a specific political crisis by associating it 
with socialism, which is less politically acceptable in the 
USA than other Western democracies. Republican political 
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actors also bind the twin crises of COVID-Keynesianism 
by holding Biden’s fiscal spending responsible for rising 
inflation, with fiscal conservatism proposed as the main 
solution to these twin crises. Thus, making it distinct from 
proposed solutions within Britain and Germany for cen-
tral banks to re-focus on the technocratic management of 
inflation.

These findings demonstrate two key contributions by 
our paper. First, we illustrate how political actors idio-
syncratically attempt to influence short-run changes 
in economic policymaking in different cases. Second, 
we demonstrate how the overarching continuation of 
a dominant economic policy paradigm needs continu-
ous legitimation to curtail challenges from alternative 
economic ideas. This suggests policy paradigms do not 
exist in periods of equilibrium, but necessitate continu-
ous re-instatement by political actors and legitimisation 
to the public. These contributions provide a platform for 
an important future research agenda that examines how 
economic policymaking continues in the same paradigm 
diachronically and in different countries, despite the vari-
ous social, economic and political anomalies arising. More 
specifically, as there are potentially significant differences 
in the distributional consequences of both Keynesian and 
neoliberal policies in each case, developing an under-
standing of how these policy paradigms map onto differ-
ent voter preferences and party support patterns could be 
an important area for further research using large scale 
survey designs.

Supplementary Material
Supplementary data are available at Cambridge Journal of 
Regions, Economy and Society online.
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