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Re-Examining Capitalism 

Do recent events suggest that the tenets of capitalism and free market theory need to be re-

examined? The New York Times has suggested that not much soul-searching is happening 

yet at economics departments. Does the financial meltdown, the housing bubble, or the over-

leveraging of businesses and consumers, point to fundamental flaws in market-based 

capitalism? Does it point to particular alterations? 

-- John Maggs, NationalJournal.com 
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Nothing in what has happened in the past eighteen months or so suggests that the basic 

tenets of capitalism as we know it have been altered. As things stand, our economic systems 

will continue to rely on companies generally started by entrepreneurs, whose equity is 

generally held by private-sector entities, and which generally compete with each other for 

revenue and profit. Companies will still need to rely on a complex financial system to access 

the capital they need. Even after the humbling experience of the past months, there is no 

superior framework available to channel humankind's economic impulses and activity.  

 

Nor will capitalism become more 'moral', as some would have it. It has never been and will 

never be. Capitalism can always be the best and worth of things, emancipating upstart 

entrepreneurs or alienating exploited employees, strengthening or destabilizing social 

balances, rewarding hard work or enriching lazy rent-holders, enabling philanthropy and 

human development or crushing communities and spoiling the environment. It is in its 

nature to be all this at once. On that front, nothing has changed since French novelist Emile 

Zola pictured in L'Argent (1891) the Janus-like identity of the industrial capitalism of his 

time, with its inseparable mix of creative entrepreneurship and destructive speculation.  

 

But this does not mean that tomorrow's capitalism will be identical to yesterday's. In some 

scenarios, protectionist impulses, which are everywhere to be seen these days, could lead to a 

reversal of the global cross-border integration of the past three decades and give new 



relevance to the notion of national companies and financial systems, which had tended to 

become increasingly hollow. State ownership could expand from the financial sector to other 

industries and again become an enduring feature, as it has been in many countries during the 

third quarter of the 20th century. Financial systems could be reshaped by regulation and 

allocate capital on the basis of political priorities rather than the search for the best risk-

adjusted return.  

 

But do not bet on it. Technological breakthroughs, more than anything else, have powerfully 

supported and will continue to support the trends towards more complex, unbundled and 

global supply chains; the ability of entrepreneurial new firms to challenge established ones; 

and more choice and empowerment offered to savers on how to invest their money. Each of 

these trends has its downsides. But their net economic benefits are too great to be reversed by 

the crisis, even after the outright defeat of the naïve ideological vision of a self-organizing 

marketplace.  

 

With the crisis, the fundamental tension between national political institutions and 

globalized economic structures - where the reality that all politics is local meets the fact that 

all economics is global, as former GE executive Michael Gadbaw once put it - has been 

exacerbated. For all the current protectionist pressures, this tension is more likely to be 

resolved through new forms of international collective action than the renationalization of 

economic activity, however chaotic the transition may be. Nation-states as we know them, 

after all, are a more recent invention than the joint-stock company.  

 


