* w2008 AGI-Inf

HARRY H U T T

S

THE
TROUBLE WITH
CAPITALISM

AN ENQUIRY INTO THE CAUSES OF

GLOBAL ECONOMIC
FAILURE

B

WHITE LOTUS Bangkok

B

IPSR Cape Town

©

THE UNIVERSITY PRESS LTD Dhaka

.

SYNERGY
BODKS INTERNATIONAL

SYNERGY BOOKS INTERNATIONAL Kuala Lumpur

@

ZED BOOKS
London & New York



Contents

Introduction

1 The Origins of Modern Capitalism: A Brief History
to World War Il

2 The Post-1945 Economic Dispensation in the West.
ﬂ“‘\w’/

The Proactive State 20
o
The goal of full employment 22
/ .
Investment Dromotion 23
Intétnational Collaboration 24
The impact of trade liberalisation 28
Emerging Contfadictions 29
A profusion of new nations 30
Transnational-ciporations 31
/

3 The End of the Boom and the Neo-classical Reaction L7

Market Saturation 35
More Limited Investment Opportunities 37
Ambivalence on Inflation 41

P

4 The lllusion of Orthodoxy
-3

‘Monetarism’.- 46

=" The fantasy of monetary targeting 47
Damage to the real economy 48

The Pursuit of Fiscal Rectitude 49

Privatisation 50

A Policy of Desperation 57



5

Incurable Addiction to State Support 63

The Interventionist Tradition 66
Lenders of Last Resort 68
The Fiscal Crisis: Threat and Opportunity 73

/ . .
/B/Globahsatlon and the Power Vacuum 1

//

(7

Banking Deregulation 78

S eculative Fxcesses 80

Anarchy in the Foreign Exchange Markets 82
Offshore Financial Centres 84

The Triumph of Short-termism ~ 8s

Technological Nemesis 92

1. Labour Devalued 93
Training: a non-solution 97
2. Capital: Devaluation Resisted 97
Creative accounting 103
Revolutionary Implications 104

Coping with the Capital Glut 110

Expanding the Outlets for Investment 111
Public-sector debt 112
Privatisation 113
" Other new investment pastares 118
The quest for high risk 120
Maintaining the Return on Investment 124

Wider Symptoms of Disintegration:
| - The Wreckage of Soviet Communism 133

The Relative Success of Eastern Europe 141
China: The Great Exception 143"

Wider Symptoms of Disintegration:
il — Third World Catastrophe 149

Umerwceab/e debt 153

Monetary collapse and capital flight 155

The rise of parallel markets 155

Degradation of the public sector 156

The population explosion 156

Environmental decay 157

Rising lawlessness, revolution and secession 157



The refugee explosion 158
The Failure of ‘Reform’ 159
A Common Thread 164

(H A Crisis of Legitimacy 166

The Spread of Lawlessness 167
Frand 167
Corruption 168
Organised crime 171
Protecting the criminals 173
Loss of Accountability 175
Corporate governance 175
Accountability of the state 177

/LZ/Can the Profits System be Saved? 182

Patterns of Demand 184
Trends in private consumption since the 19705 184
Portents for the Future 187
A Rebirth of Consumption? 188
Environmentalism: Less Opportunity than Threat 190
Tllusory Potental of the Third World and the
Former Communist Bloc 191
Retreating to Determinism 194
Conclusion: No Way Out 195

(13 Political Paralysis ' 198

The Trauma of the Left 198
Rebound of the Right 201
Forced Unanimity 204
Popular Red Herrings 208
Strategies of Desperation 210
An Ideological Impasse 211

14-Essential Features of a Sustainable World Order 214

An End to Growth-Dependency 217
A New Collectivism 217

A New Democracy 219

A New Globalism 222

An Inescapable Choice 229

Index . 231



