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IN DEFENCE OF CAPITALISM
Dr Rainer 
Zitelmann

F
OR AS long as there have been
anti-capitalists, they have been
anticipating the great crisis that
would bring about the final, ir-
reversible collapse of capitalism.

Karl Marx believed he had discovered a
number of economic “laws” that would
inevitably lead to the downfall of capi-
talism, such as the “tendency of the
rate of profit to fall” or the impoverish-
ment of the proletariat. 

For anti-capitalists, economic crises
have always, above all, been a source of
hope – that capitalism would finally
collapse in on itself. Unfortunately for
them, their hopes have been dashed
over and over again. In many ways, anti-
capitalists are a bit like a doomsday
cult, undauntedly announcing new
dates for the end of the world after
their previous prophecies went un-
filled and life carried on as normal. 

In the 2008 financial crisis, anti-capi-
talists believed that the long-awaited
end of capitalism had finally arrived.
When capitalism survived this crisis,
they were forced to wait and draw hope
from the coronavirus crisis of 2020-21.
Even in the earliest days of the Covid-19
pandemic, left-wing intellectuals fre-
quently expressed their wistful hopes
that the pandemic would finally
achieve what they had dreamt of dur-
ing the financial crisis of 2008, namely
a fundamental reorganisation of soci-
ety and the final defeat of capitalism.
William Davies, a British sociologist,
published an article in The Guardian
under the headline: “The Last Global
Crisis Didn’t Change the World. But
This One Could”.  

Crises are part of capitalism, and
even if the short-term effects bring
great problems for companies and
their workers, they have very positive
effects in the medium and long term,
which is what the Austrian political
economist Joseph Schumpeter was re-
ferring to when he coined the term
“creative destruction”.

But when politicians interfere, crises
often become worse and last longer
than necessary. The U.S. economist
Thomas J. DiLorenzo compares the ap-
proach adopted by the American gov-
ernment under President Martin Van
Buren to deal with the depression of
1837 with the response of President
Franklin D. Roosevelt to the Great De-
pression of 1929. Van Buren pursued
an unequivocally laissez-faire policy
and resisted all proposals for direct
government action and intervention-
ism, which led to a very rapid end to
the crisis. 

In contrast, Roosevelt launched his
“New Deal”, which relied on a compre-

hensive series of government pro-
grammes and pursued an anti-capital-
ist, interventionist policy. Contrary to
the myth spread by anti-capitalists that
the “New Deal” ended the crisis, Roo-
sevelt’s policies actually prolonged it.
Unemployment, which had been as
low as 3.2 per cent in 1929, climbed to
14.6 per cent by 1940. The average un-
employment rate from 1933 to 1940
was as high as 17.7 per cent. Per capita
GDP in the United States had been
$857 in 1929 and, at $916, was still
barely above that level eleven years
later in 1940. Personal consumption
expenditure, which had totalled $78.9
billion in 1929, fell to $71.9 billion in
1940.

And what about the global financial
crisis of 2008? Politicians and the
media blamed the “deregulation” of fi-
nancial markets. But even the British
economists Paul Collier and John Kay,

who have wrongly argued that “market
fundamentalism” has come to domi-
nate economic policy in Western soci-
eties over recent decades, are forced to
concede: “Those who blame the finan-
cial crisis on deregulation fail to recog-
nise that there is today, and was in
2008, far more financial regulation
than ever before: the state was increas-
ingly active, yet decreasingly effective”.

Nowhere are there fewer free-market
economic principles than in the world
of finance. And no sector is so heavily
regulated and supervised by the state,
with the possible exception of the
healthcare industry. The fact that pre-
cisely the two areas of the economy
that are most strictly regulated by the
state are the most unstable should give
critics of capitalism pause for thought.
Of course, regulations are necessary in
both of these areas. But the slogan
‘more regulation helps more’ is
patently wrong. 

The vast majority of crises are simply
features of the regular ebb and flow of
normal economic undulations, i.e. the
cyclical intensifications and slowdowns
of economic growth, which fade away
after a few months or even a year. And,
unarguably, many of the crises that
have occurred over the last 120 years or
so have been triggered, or at least con-
siderably pro-
longed, by
populist inter-
v e n t i o n i s m
from political
leaders.
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MODERN
MARXISTS: 
AS WRONG
AS HE WAS
In the fourth of an eight-week series,
German historian and sociologist 
Dr Rainer Zitelmann makes the case
that capitalism is the answer to many of
the world’s problems – not the cause.
This week, he mythbusts the idea that
free markets lead to crises


