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An¿¡tole
K:rletsky

ernoclelling ca¡ritalism see nrs
to be the llig idea of20l2. ln
Americir, Barirck C)bam¡ has
tulnecl his State of the

I \ tlniorr messitge into a
denunciation of inequality and this
ladicalisecl President sLrddenl¡, looks
like a sru'e-file rvinner in Novenrl¡er's
election, largely because his likely
opponerìt, [\4itt Ronlney, is too I'ich
and pays too little tax.

llr Fr¿rnce, François Hollaltde, the
leading candidate in May's
plesiclential election, cleclir les th¿ìt "nìy
tlue rcN'ersary is the wolld of finar'¡ce".
And even fol l\,Ír Holl¡¡rde's
aclvelsnlies in financii¡l Britlin, the
GoverLlment's effo¡'ts to stiìnlp out
"excessive" bonuses iìre ¿ìt le¿ìst iì striìw
in the rvincl.

Then there ¿lle the ex¡rlessions of
conventional lvisrlont among tlre glollal
el¡te.Tlìe Wotld Econontic Folr¡nl in
Davos, rvhich bcgins tornorlorv, is
called "The Gleat'f l'irnsfolntation:
Shaping Nerv IVloclels", The covel story
in Trnre magazinc. this week is "How tcr

fix gìobalcapitalisnl", t'hile Thc
Econonrísf's is "The rise of st¿rte
capitalism".

It is striking, lrorvever', that nrost of
the ideas for "tlar'¡sfolntntion" th¿rt

Enough tinkering. Only a revolution will do
[tcr ¡rr¡rlcl I iltg ¡iIrillaI t'l¡rit :r Iisnt tltc lliu itlc¿t <ll' 20l2.llu{ is tlte tvr¡r'kl [¡l'ine cnouEh to ln¿tkc tllc clr¿utges tìcc(lc(l?

accom¡rany the denunci¿rtions of the
old model of crrpitalism ar'e so timid
they ale bettel described as tinkerirrg
tlran serious lefornr.

fJill Clinton lras plo¡rosecl a greate'r
role for plivatc' ¡rhi lanthlopy, Vi rrce
C¿rble tv¡rnts to stlen¡¡therr boardlooms,
lvll Hollande demands a new Fr¿rl.rco-
Gelman treaty, and Davos calls fol n
"nerv nrodel of ctecisiorr-ntakin.g to
acknowleclge tlrltwe live togethel in a
mu lticulturll, mLrlti-ethnic and
mu ltireligious wolld". lv,lost of the
plo¡rosirìs ale as leleviìllt as âìt'gumetlts
about whrt type ofcenre'nt to use for
the Maginot linewere in I'epelling the
Gerrnan invasion of France.

It is n¿ìtur¿ìl enough for business irnd
pol¡ticiìl elites to clrirnge the subject
flonr tt'uly laclical lefornts, but pellraps

As r-rsefill as arguing
abor-rt tlie cenent
ili the Maginot line
the tinre for such denial is lurtning out.
ln LJ S politics, a genr,rinely larlical
deb¡le is starting irbout taxes, public
s¡rencling irnd the role of government.
ln Eulope, tlre b¿rttle to save the eul'o
nreirns a gerruirre levolution in ¡rolitics
¿rncl economic mûnagemeDt. Britain
fnces large s¡rerrcling cuts. To le.ad theil'
nltions through these clrallenges,
poìiticiarrs nrust offer voters a
convincing nallative.

Tluly ladical leaders, u,he'ther
Th¿rtcher' ¡rnd Retrgan or Roosevelt
and Attlee, only succeet'l by ¡rresenting

leform as an irlealistic entelplise.
Today's political lhetoric sornehorv
nrisses this inspirational tone: "We
must ¡ratch up oul failed olrl systenl to
avoid the dis¿rstels ofthe past."

What will a genu ine transfolntation
of global capitalisnt I'etluire? There ilre
for.rr broirc[ heailings - icleology,
econonrics, business antl ¡rolitics -and I tletailed ten ¡rossible lefolnrs for'
eaclr of them in a bc¡c¡k, Copitolism4.(),
th¿ìt I w|ote hvo )'eârs ag().

First and foremost is the ecorìomic
¡deology tlìat asse|ts tlìat conlpetitive
nlarkets are n¿rtulally efficient, l'¡tionaI
and stable. Econonric theory rìr¿ìy seem
ntargirtitl in com¡larisort wilh issues
such ¡s bank bonuses ¿uld inecluirlity,
but all previous ttansfotm¿ìtions of
cerpitalisnr have inr,olvecl new thinking
about the relationshi¡r of nrirrkets ancl
govelnments, ancl this is neeclt-rlagain.

If it goes unquestioned that malkets
afe irllays better at rllocatiDg
Iesou rces, detel'rn ini rrg i rrconre
distribution and folecasting tlre future.
than govelnnrents, tlten selious
leform is impossible. But o¡rce the
firrrdanrentalisnr of " nrarkets are
alwnys right" is irl¡andoned, r'aclic¿rl
tr'¿rnsforn.latio¡'r nrtu ra I ly fol lorvs.

M¿tcroeconomic management is the
secorrtl step. lf a ca¡rilnlist c'conomy is
not natu rally selt'-col'r'ecti ng,
goven-ìmerlts ¿ìnd centlal l¡¿rnks nrust
stit[ti lise unenr¡rloynrent ancl banki rrg,
as tyell as co¡rt¡'crllirrg inflation. That
nreans ab¿rnrloning simplistic infl ation
talgets and enrling the inde¡;endence
of centlal banks, refolnrs necessaly
arlnvay to s¿ìve the eut'o ¿ìnrl alìorv
olclelly rethrctions of goverument clebt.

Thild, gt nuine lefol'nts in finance
¡nd business beconte possible once
society staìrts to question rna|ket
alloc¿rtions ofc¡pital and iuconres. In
bank regulation, counterplocluctive
¡rolicíes such as tighteningcapital and
liqu idity ret¡uilenrents, rvhich hnve
gleatly nggravated the global
lecessic'rn, can be re¡rlaced with ntole
di|ect legulirtion that recogrrises
govelnments iìs sleeping pnrtr-rers in all
banks in ¿r mode¡'n econonry, because
de¡;ositols cirn never l¡e allorvecl to lose

The problen is uol
picking winners
bLrt backing losers

money. Me'irnlvhile, industriirl ¡rolicy,
inconre distlibution and investnrent in
tlte errvilonment, scietrce ¿rncl

infl'¿rstlucture l¡ecorne key to political
decision-nraking, nlore important
even than banking lefortn.

ff the fi nancial nrarkets nrisallocated
resotrLces so l¡¿rdly in ntoltgage
banking and Eutopean govelnnterrt
lending, tlteil decisiolts c¿ll ¿rlso l¡e
questionecl in long-tern investments
rvith fal more com¡rlex and
rurrpredictable outconres, suclr ers cleitn
enelgy, scieuce arrcl lrigher' eclucation,

Once nrarket funrlanrentalisnr is
abandonecl, "subsitlies" ancl "picking
winners" ceirse to be tel'nrs of al¡rrse
but ol,rjectives of public policy fol
rvhich politicians ntust be held
nccourrtnble. Big irrlvarrces in science,
ener'¡ry technology, healthcare and

culture have¡lrvilys been backed by
subsidies, eithel flonr govelnntents ol
rveirlthy ¡ratr'ons. The ploblenr rvith
inclustlial inter'\,ention is not "¡ricking
rvirtners", br.rt backing losel's. To ¿rvoid
tltis, much stlonger mecharrisnrs ftrr
accourrtability and discipline fol
economic inten'entiorr rvill be needecl

- lvhich leads to the last al'ea for
tra nsfolrnation.

Asgovernnrents errgage nrole in
eco¡lomic man¿rgenrent anrl regulirtion,
the1, nrust also shrink in cnst and size.
'l'here is only onervay to clo tbis.
Freeirrg resources firl investment in
genuir-rely pul-rlic goods such as
teclrnology md education rvill requile
dlastic cuts in the hugely experrsive
pension and healthcale progrirntmc's
th¿rt have beconle ¡n i¡tcul¡r.rs on all
go\¡enrnrents ând mrrst be steadily
tlarrsfelred to the ¡rrivate sector if
capitalisrn is to be reformed. At pleserrt
the op¡rosite is ha¡rpening, es¡tecially in
Britai rr, lvhele the elrlerly's rvelfar'e
slale ofpcrlsions anrl hcalthcale is
ling-fenced l'hile spending on
educatiorr and childlen is cut.

That nobod¡' has ¡oticed horv the
tladitional rvelf¡r'e st¿rte is nory tl¡e
enenry ofequality ancl the youngeI
genelation is a good inrlication of lrorv
shallotv rliscussions orr lefornring
ca¡rititlism hnr.e been so far'. The idea
thiìt govenlmetrt shou ld l-¡econre
smallel ancl nrore porvelful, or I hat
nrolc' active govelnment rvill let¡uire
the end of the rvelferle stirte, ma), be too
com¡rlex and ideologically aml,riguous
for magazine covers or Dar.os. But
such contplexitl,arrd anrbiguitf is rvhat
genuine lefolm olcapitalisnr will neecl.


