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Good Capitalism
… and what would need to change for that

  »Can capitalism be good? Yes – as long as it is effectively reined in!« 
This is the core proposition of the book »Good Capitalism … and what 
would need to change for that« (with a preface by Gesine Schwan), which 
has just been published by transcript Verlag.

  The Friedrich Ebert Foundation (FES) here presents a number of excerpts 
from the book – the result of a discussion process at the FES that was set 
in motion by a seminar with experts from the financial and business sec-
tors held in January of this year.

  The book’s authors call for a fundamental reorientation of capitalism. 
They see the present crisis as the result of an excessive, unbridled financial 
capitalism that has destroyed not only financial systems but, along with 
them, the consensus on which the social market economy has rested until 
now.

  The authors’ »Good Capitalism« rests on four pillars: bridled financial 
markets, decent work and working conditions, European cooperation and 
enhanced regulation worldwide.
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1 From financial market deregulation 
to the »comeback of the state«

The ongoing financial crisis points unmistakably to the 
glaring weaknesses of the present economic system. 
An event that seemed relatively manageable in eco-
nomic terms – the real estate bubble in the United 
States – has brought the globalised economy to the 
brink of a new depression, reawakening memories of 
the world economic crisis of 1929.

The German economy has contracted appreciably, 
by over 5 per cent – a situation as dramatic as any 
experienced since the Second World War. Even though 
there are some first signs of economic stabilisation 
and new growth in Germany, the fact of the matter 
is that further setbacks are entirely likely and there are 
very good reasons to question how sustainable this 
stabilisation really is.

The crisis-management phase is by no means over. 
And what has brought the world economy to the 
brink is precisely what, in recent years, has been 
touted as its main driving force: the increasingly close 
linkage between international capital markets and 
world trade, facilitated and supported by increasingly 
complex financial instruments that have led to soaring 
profits. It has now turned out, in the course of the 
crisis, that the global financial system was in no way 
able to contain the negative effects that resulted 
when the US real estate market bubble finally burst. 
Indeed, the international financial system itself has 
served to amplify, globally, the slump in the world 
economy.

When the crisis broke out, experts were relatively 
quick to agree that it would make no sense to seek 
simply to »muddle on«, at least as far as financial 
market regulation is concerned. A consensus soon 
emerged that the main cause of the turmoil besetting 
the global economy must be sought in the interna-
tional financial markets. These, it was agreed, had, in 
connection with a protracted phase of underregula-
tion, evolved into a kind of parallel world to the 
»normal« economic system, in which even hard-
boiled insiders were hard pressed to find their bear-
ings. It was this failure of the world’s free and self-
regulating financial markets that led to the initiative 
of the »systemically relevant countries« (the G20) 
with regard to the regulation of the international fi-
nancial markets. The G20 is now resolved to join 
forces in taking steps to bridle unregulated financial 
transactions and actors. The G20 agenda includes 
measures designed to ensure more transparency and 
accountability on the part of the financial sphere, at 
the global, regional and national levels.

When, in the winter of 2008/2009, it became clear 
that the financial crisis would have dramatic repercus-
sions for the rest of the economy, a rethink took place 
at a number of levels, with the major industrialised 
countries and the most important emerging countries 
adopting massive stimulus and recovery packages and 
seeking to stabilise the real economy and the financial 
markets. In particular, the actions undertaken to res-
cue banks and major corporations reached propor-
tions that had previously seemed inconceivable. All of 
a sudden, there was much talk of the »comeback of 
the state«, a return to a managed economic policy à 
la John Maynard Keynes – a return to state demand 
management in economic space, an economist closely 
associated with the economic model that emerged in 
the post-War decades. Institutions such as the Euro-
pean Commission and the International Monetary 
Fund, which for decades had championed budget 
consolidation and improvements of supply-side condi-
tions, were suddenly trying to outdo one another in 
their calls for bigger and bigger demand-side eco-
nomic stimulus programmes. The discussions now 
centred not on whether state intervention was needed 
to support the economy, but on how such interven-
tion might be effected as quickly, efficiently and cost-
effectively as possible.

But the public debate has, since then, proceeded 
far beyond these technical issues. In political terms, 
we have experienced the impeachment of the market-
radical vision of a »night watchman state« in a system 
dominated (nationally and globally) by market struc-
tures. The population is showing a marked and grow-
ing aversion, not only to financial capitalism but also 
to the market as the one and only mechanism of eco-
nomic governance. There is a growing impression that 
this model has failed to deliver on its promise of bet-
ter living conditions for the broad mass of the popula-
tion while, at the same time, generating huge in-
comes for individual managers and speculators. All of 
a sudden, calls for efforts to overcome this financial 
capitalism seem to be regaining political currency. But 
what would a new economic model look like? What 
shape would a »good capitalism« have in a globalised 
world?

2 Correcting a multiplicity of capital 
aberrations

In the present publication, we develop a proposal for 
a »good capitalism«, one geared in fundamental ways 
to guaranteeing social justice and ecological sustain-
ability at a high level of prosperity. This new model, 
however, should in no way be seen as a fundamental 
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counterproject to the existing economic and social 
model of the kind embodied in the historical commu-
nist experiment of a socialist planned economy. While 
counterprojects may be intellectually stimulating, we 
are convinced that they have little to offer in the 
present situation. In the currently dominant economic 
model, which has evolved and taken hold just about 
everywhere, including Germany, since the 1970s, we 
see two major complexes of problems that need to be 
resolved – and can be resolved!

First, the reforms of the past 40 years have been 
based on a problematic faith in the market. The mar-
ket was here understood as a self-regulating mecha-
nism that leads, more less on its own, to stability, 
including high rates of employment and a halfway 
acceptable distribution of income. When unleashed 
markets proved, as they generally did, unable to 
deliver the desired results, the invariable response of 
the political sphere was to administer to the economy 
another stiff dose of deregulation.

Second, starting in the 1970s, a growing imbal-
ance emerged between the global market on the one 
side and the national level of regulation on the other. 
It is difficult to imagine any stable development of the 
world economy unless and until this asymmetry has 
been broken down.

When it comes to a new economic model, one 
central question that needs to be answered is what 
role the financial markets are to play in it. It is impor-
tant here not to vilify the financial sector and its 
dynamism when it comes to creating and supplying 
credit. True, excessive lending is generally seen as the 
main factor behind the bubble in the US real estate 
market, and thus as responsible for the present crisis. 
But we must not forget that there is nothing wrong 
with credit and credit growth as such. Indeed, credit 
is the stuff that fuels innovation and growth. In our 
view, the financial sector has an important role to 
play in a social-ecological economy. In contrast to 
past years, in which financial sector transactions of-
ten ended up as the be-all and end-all, the financial 
sector needs once again to be the service provider for 
the rest of the economy. The financial markets need 
to supply the economy with the financial resources it 
needs to guarantee an optimal level of production 
and distribution of goods and services. They need to 
make available the risk capital required for innova-
tions, above all in the »green economy«. But they 
also need to provide the »patient« capital on which 
businesses rely to devise long-term strategies and to 
plan for the longer term. It is essential that the 
framework conditions for investment banks, fund 
management companies, commercial banks and 
other actors be formulated in such a way as to ensure 

that the financial sector as a whole is able to meet 
these challenges.

The financial sector will, of course, be able to play 
this role only as long as it does not see itself faced 
with excessive debt or debt crises in individual coun-
tries or sectors. Crises of this kind tend, regularly, to 
destroy the equity capital the financial sector needs 
to supply businesses with the credit they require for 
their productive investments. What this implies for a 
new, stable growth model is that constantly rising 
debt levels, on the part of the state or private house-
holds, will not be able to serve in it as a driver of 
growth.

The present crisis was preceded by gross global 
imbalances that found expression, in particular, in the 
huge US current account deficit. This clearly indicated 
that the United States was living far beyond its 
means – a state of affairs, however, from which the 
major exporting economies, above all China and Ger-
many, were not at all disinclined to benefit. Inter-
country imbalances of this kind may prove viable for 
a certain period, but once debt burdens have reached 
excessive levels, shaking confidence in the markets 
concerned, the result is inevitably capital flight, ac-
companied by economic stagnation.

One fundamental result of our new economic 
model is derived from just this insight: beyond finan-
cial market regulation, it is essential to set the eco-
nomic framework conditions in such a way as to 
ensure that it is possible to create demand without 
unduly increasing debt levels.

Looked at in global terms, what this means is crea-
tion of demand via wages and salaries, a demand, 
however, that should rise, in the ideal case in all coun-
tries, in line with productivity and population growth. 
The central instrument needed to manage this de-
mand is an active wage policy that provides for just 
wages and salaries for all. Any and every labour mar-
ket policy, therefore, needs to give due consideration 
to the macroeconomic factors that go into the crea-
tion of demand. Or, to put it differently, labour market 
reforms must not be allowed to endanger global eco-
nomic stability – as they have until now.

The task of financial policy, in turn, is to prevent 
growing imbalances and to correct them whenever 
they occur. There is a simple economic reason for this: 
big earners consume, in relative terms, less than small 
earners. And this means that raising low incomes gen-
erates a larger demand effect than granting more and 
more tax breaks to millionaires (to say nothing of 
questions of equity).

Furthermore, major inter-country imbalances are 
an unmistakable sign of unhealthy debt trends, and 
they need to be prevented for this reason – this 
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applies, it should be said, to deficits no less than to 
surpluses. Or, as Helmut Schmidt once put it: »No one 
should long be allowed to accumulate surpluses at 
the expense of all others, no one should be allowed 
to consume, in their own economy, the surpluses and 
the capital accumulated by others«. This is why the 
monetary policy run by a country or – in the case of 
Europe – a region needs to deploy new instruments, 
beyond the key interest rate, to prevent and redress 
imbalances in both financial markets and in trade.

3 Two steps forward, without having 
to take one step back

The core issue underlying the question of a »good 
capitalism« is finding the right balance between mar-
ket, state and society. There are many places in which 
more state influence is needed to keep financial cap-
italism in check. This is not at all to say, however, that 
we need to return to the old »Model Germany« of 
the 1970s. Nor does »more state« imply any need to 
revoke measures undertaken to further liberalise so-
ciety.

While the 1970s Model Germany achieved one of 
its aims, namely broader scope for long-term thinking, 
on the basis of a close integration of the industrial and 
banking sectors (commonly referred to as »Deutsch-
land AG«), European integration and the globalisation 
of production have deprived the model of the base 
on which it rested. Furthermore, the model served to 
entrench certain questionable power structures 
which, in fact, needed to be overcome. Some groups 
in society were excluded, de facto, from the labour 
market, or at least from certain positions. For women, 
for instance, finding reasonable employment in the 
1970s was more difficult than it is today. A return to 
the 1970s model appears, for these reasons, neither 
desirable nor, indeed, even possible. Roughly the 
same can be said of attempts to copy the – founder-
ing – Anglo-Saxon model, with its emphasis on short-
term increases in shareholder value and its inclination 
to grant the financial sector exaggerated weight in 
the overall economy.

Coming up with a new economic model is quite an 
ambitious project. Many of its elements would neces-
sarily elude implementation by one country going it 
alone – to say nothing of Germany, which, as an EU 
member state, is closely integrated with its neigh-
bours in both economic and legal terms. What is 
more, for a considerable number of new ideas the 
supranational level is, for fundamental economic rea-
sons, the appropriate level of governance and regula-
tion. This applies, in particular, to financial markets 

and their actors. Capital is highly mobile and it invar-
iably seeks an optimal location (optimal, that is, in 
terms of capital interests), one that will not seldom be 
found in an unregulated »offshore centre« with no 
more than the most rudimentary of oversight struc-
tures. Quite apart from issues of equity, »regulatory 
arbitrage« of this kind serves to undercut the very 
possibility of effective regulation. What is called for is, 
therefore, a globally coordinated regulation of finan-
cial markets. International coordination is essential 
when it comes to other points as well, including, for 
example, the need to redress global imbalances.

Be that as it may, in many areas the best place to 
embark on the path of conversion to a new economic 
model is at home. To take Germany as an example, 
efforts to reduce the country’s huge current account 
surplus could start out with a change of course in Ger-
man wage policy and a tax policy geared to achieving 
greater redistribution effects at home. Neither of 
these elements would call for coordination with other 
countries or create conflicts with EU partners. And 
fewer imbalances in the world’s third- or fourth-larg-
est economy would mean appreciably fewer imbal-
ances worldwide.

4 »Good capitalism«: 
A four-pillar model

The idea of capitalism as a self-regulating system 
which leads to stability and welfare for all has always 
been wrongheaded and will remain so. Markets need 
to be embedded in institutions and regulatory sys-
tems; otherwise, they tend to unleash destructive 
forces. The question is, therefore, not whether but 
how the state should intervene in markets. In order 
to enable capitalism to develop its productive (»good«) 
dynamics, while unleashing as little as possible of its 
destructive tendencies, it needs to be reined in: by 
both state and society. The rein should not be too 
long, but not too short, either. In an ideal world, glo-
bal capitalism is in need of global regulation – a global 
rein, so to speak. But many reasonable and promising 
measures can be taken at the national or regional 
level as well. A country such as Germany has sufficient 
room to manoeuvre to shape its own domestic eco-
nomic affairs and to decide on the degree of globali-
sation right for it. One feasible alternative – which in 
our model would rest on four pillars – would have the 
following shape.
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Pillar 1: Banks and the financial system

Financial systems are, in a manner of speaking, the 
»brains« of the economic system. And while they are 
of key significance for dynamic economic develop-
ment, they can also wreak havoc on an economy. In 
fact, a smoothly functioning financial system has, in a 
modern economy, at least four tasks essential for any 
sustainable growth process. First, by supplying busi-
nesses – and innovative businesses in particular – with 
newly created credit, the financial system sets the 
stage for investment and successful production pro-
cesses. Second, by better distributing risk in general, 
it helps to enable business enterprises to assume more 
entrepreneurial risks and this tends to lead to higher 
levels of investment and greater economic growth. 
Third, a properly functioning financial system should 
distribute credit to those sectors and businesses that 
are most likely to generate sustainable growth. And 
fourth, one of the functions of a smoothly functioning 
financial system is to collect the smaller sums saved by 
a large number of savers and to make these resources 
available for major investment projects. In other 
words, the function of the financial system should be 
to make sufficient credit available for the business sec-
tor and to support innovative businesses with higher 
risks. This, though, can be done without either the 
countless – and, in the end, virtually indistinguish-
able – financial products currently available or huge 
derivative markets that tend to proliferate at dizzy-
ing rates. Furthermore, real estate and stock markets 
driven by speculation and short-term orientations and 
business strategies geared to earning quick profits of-
fer little or no support for the long-term development 
of economies. Relatively down-to-earth financial sys-
tems are perfectly sufficient to expand credit and to 
finance investments and innovations.

What needs to be done1

 � Retention of a multi-tiered banking system with a 
strong public-sector component (savings and co-
operative banks)

 � Adoption of stricter rules governing the equity that 
banks are required to hold to cover all possible bal-
ance sheet risks; high risks need to be transparent 
and secured by sufficient equity

 � Countercyclical formulation of financial market 
regulation (reduction of the role played by bank-
specific quantitative risk models, reform of Basel II)

1 The individual measures envisioned are explained in detail in 
Chapter 4 of »Good Capitalism«.

 � Creation of a European banking oversight agency
 � A strict ban on transactions with offshore centres
 � Regulation of all financial institutions, keyed to 
their specific functions in the market

 � Adoption of new rules on securitisation, including 
a licensing or testing agency for financial products 
and retention of the highest-risk shares when debt 
instruments are resold

 � Setup of a clearing centre for derivatives and a 
strict ban on OTC transactions

 � Expansion of the powers of banking and financial 
market oversight agencies, enabling them, in the 
future, to collect and aggregate financial market 
data and to adopt a macroeconomic perspective

 � Abandonment of the principle of »fair-value ac-
counting« and adoption, in its place, of the lowest-
value principle

 � Reform of existing rating agencies and establish-
ment of government rating agencies

 � Adoption of strict rules for manager bonus systems
 � Measures designed to correct the short-term ori-
entation of financial markets and their impacts on 
the overall economy: abandonment of the share-
holder-value principle in corporate management 
and measures designed to strengthen the role of 
all of a company’s stakeholders

 � Expansion of the set of tools available to central 
banks to include, in addition to interest rate policy, 
variable equity rules for real estate credit (differen-
tiated by sector and region) and the use of controls 
on the movement of capital and interventions in 
foreign exchange markets

Pillar 2: Wages and the labour market

Purchasing power, the central source of demand in 
developed economies, should be based on a relatively 
balanced distribution of income, and not on an ex-
pansion of consumer credit. Several measures are 
needed to achieve a balanced distribution of income: 
first, a reversal of the long-term trend toward a falling 
labour share of income, which is due chiefly to the 
financial system’s growing power, virtually uncon-
trolled proliferation and increasing hunger for risk and 
profit. Second, the wage structure would need to be 
modified in such a way as to raise lower-bracket 
wages. Third, the state would need to use tax and 
spending policies, including provision of public goods, 
to intervene in the market-driven distribution of in-
come. Statutory social security systems would have an 
important – but not the only – role to play here.
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What needs to be done

 � Wage development needs to be linked to overall 
productivity development, as well as to the target 
inflation rate set by the central bank

 � Adoption of unified and statutory minimum wages 
as a means of restricting inequalities in income dis-
tribution and preventing deflationary risks

 � Measures to strengthen the instrument of the 
industry-wide wage agreement: compulsory mem-
bership in employers’ associations or decisions 
establishing the industry-wide applicability of col-
lective wage agreements

 � Measures to strengthen workers’ rights of codeter-
mination at the company level

 � Measures to condition the award of public con-
tracts on fulfilment of minimum standards for 
wages and working conditions

 � Creation of a common unemployment insurance 
system at the level of European Monetary Union 
(EMU), aimed, among other things, at strengthen-
ing regional coherence

 � Adoption of a European minimum wage anchor 
(with the minimum wage set at 60 per cent of the 
national average wage) and establishment of a 
European Minimum Wage Commission

 � Coordination of wage policy on the basis of a set 
of European wage guidelines

 � Support for the development of Europe-wide trade 
unions, employers’ associations and collective bar-
gaining

Pillar 3: Public budgets

A stronger role for the state in a »good capitalism«, 
with a fundamentally new regulatory framework, calls 
for measures to ensure that the state has the equita-
ble and sound revenue base it needs to prevent any 
rise of public debt as a share of gross domestic prod-
uct. Tax policy here serves, on the one hand, to correct 
imbalances in income distribution and, on the other, 
to enable investments, in particular in education, 
research and development, infrastructure and social 
security. A sound state revenue base is the sine qua 
non for both countercyclical stabilisation of the econ-
omy, based on automatic stabilisers, and the provision 
of public services of the highest quality possible.

What needs to be done

 � Compulsory membership of all income earners in 
statutory old-age, health and unemployment insur-
ance systems

 � Adoption of Europe-wide minimum corporate tax 
rates

 � Measures to further centralise financial policy in 
the Eurozone based on Europe-wide taxes and bor-
rowing capacities at the EU level

 � Deployment of a countercyclical fiscal policy at the 
European level, including coordination of fiscal 
policy in the European Monetary Union or the EU

 � Expansion of the EU-wide system of revenue 
sharing, designed to assist individual countries ex-
periencing difficult phases of development

 � Adoption of a new Euro Stability and Growth Pact 
designed to correct current account imbalances

Pillar 4: The world

We make the case here for an economic constellation 
that fosters increases in productivity and innovation. 
This would be one marked by a stable and, at the 
same time, dynamic financial system and based, fun-
damentally, on growth in domestic or regional de-
mand among the world’s nations, driven by increases 
in income and thus able to prevent major current 
account imbalances. The world economy should be 
keyed to a system of relatively stable exchange rates 
which could be adjusted to redress any emerging 
major imbalances. The principal instrument used to 
combat current account imbalances should be a set 
of monetary and fiscal policies – as well as appropri-
ate wage policies within monetary unions, such as 
EMU. Exchange rates should be adjusted as soon as 
any excessive current account imbalances appear to 
be emerging. The fact that exchange rate adjustments 
are ruled out in monetary unions implies a need for 
stronger integration of, and cooperation among, the 
countries which are members of such a union.

What needs to be done

 � A return to more stable exchange rates with clear-
cut rules governing adjustments which need to be 
effected in the face of current account imbalances. 
This would be achieved on the basis of improved 
intergovernmental coordination of monetary and 
fiscal policies, as well as through control of capital 
movements and intervention in foreign exchange 
markets
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 � Assignment of a stronger role to the International 
Monetary Fund (IMF) in coordinating economic 
policy

 � Development of a strong international financial 
market oversight committee with the Bank for In-
ternational Settlements in Basel, which would be 
entrusted with the task of monitoring the interna-
tional financial markets

 � Assignment of a stronger role to the IMF’s Special 
Drawing Rights, enabling them to function, in cer-
tain ways, as a »world currency«

 � Establishment of an international insolvency court 
for states, which would provide for an equitable 
allocation of debt burdens between (private) cred-
itors and debtors in case a given country should 
find itself in an unsustainable debt situation

 � Global support for the provision of international 
public goods, including, for example, solutions for 
pressing environmental problems

 � At the European level, promotion of the institution-
alised Macroeconomic Dialogue between the social 
partners established to improve coordination of 
wage negotiations in national labour markets
»Good capitalism« stands for relatively secure eco-

nomic living conditions. It is simply not acceptable 
that workers or business enterprises should be left at 
the mercy of fully destabilised markets – a situation 
that we recently experienced in the wake of the US 
subprime crisis. Precarious jobs and mass unemploy-
ment serve only to weaken trade unions and workers. 
What this implies is a need to pursue policies designed 
to keep unemployment at low levels and to eliminate 
the legal loopholes responsible for the creation of pre-
carious jobs. Expanded worker rights and rights of 
codetermination in the workplace constitute impor-
tant elements of a balance of forces between labour 
and capital.

Even if the reforms we propose here were realised, 
there would still be plenty of room for markets, which 
must be seen, in their various dimensions, as a key 
element of individual liberty. That is to say, the con-
cern is not to eliminate or replace markets but to em-
bed them – and this applies, in particular, to financial 
and labour markets – in institutions and regulatory 
frameworks.

5 Good capitalism is possible!

While reading one passage or another of this publica-
tion, many a reader may think: Yes, this would be a 
good idea, but it’s completely unrealistic. Fixed ex-
change rates worldwide? The Americans would never 
go along with it. Higher taxes for improved redistribu-

tion of wealth in Germany? The business lobbies are 
too strong anyway, so what’s the point of trying? 
Further strengthen industry-wide wage agreements 
in Germany? Hundreds of German economists are 
bound to sign protest declarations and stuff politi-
cians’ mailboxes with them. The list could go on and 
on.

We are convinced that such scepticism is un-
founded. Economic history is full of examples of fun-
damental change. To give one example, for a long 
time it was simply inconceivable to have money not 
backed by precious metals, but today, not one of the 
world’s major currencies is officially convertible into 
gold or silver. During the onset of the Great Depres-
sion in the 1930s, it was widely believed that the state 
was – and should rightly be – powerless when it came 
to countering the effects of cyclical ups and downs. 
Just five or six years down the road, however, John 
Maynard Keynes published his »General Theory« and 
turned this mindset upside down. Until the onset of 
the most recent crisis, in 2007, it was likewise all but 
inconceivable that the governments of the United 
Kingdom and the United States would acquire major 
stakes in the largest private domestic banks: today, 
large chunks of the financial systems of these two 
countries are either fully dependent on the state or 
have been nationalised outright. If developments of 
this kind were accompanied by sustainable changes 
in the relationship between market and state, then 
there is no reason to believe that changes in the mode 
of economic activity familiar to us today should be 
impossible, either.

Another example is the European Union. When, in 
1970, the so-called Werner Plan proposed the intro-
duction of a European currency, the idea was widely 
spurned as utterly utopian. Even when the Maastricht 
Treaty was finalised in the early 1990s, people who 
regarded the idea of adopting a single European 
currency as realistic were few and far between. The 
Germans in particular, it was often said, would never 
relinquish their beloved D-mark without a fight. To-
day, however, we are all paying our bills in euros and 
cents, as if that were the most natural thing in the 
world. That, to be sure, is not to say that the architec-
ture of the euro functions perfectly in every dimension 
of our notion of a »good capitalism«. However, the 
single European currency could, in the face of the 
current crisis, serve to advance political integration in 
Europe, and this, in turn, could constitute the founda-
tion for a further step towards our new economic 
model.

Crises offer opportunities. Unanticipated crises of-
ten show that that there was something wrong with 
the economic model prevalent until they broke out. 
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They offer an opportunity to question all of the ortho-
dox opinions and interests that have been handed 
down more or less uncritically and accepted as valid, 
plainly and simply because they are so widespread. In 
this sense, the current economic and financial crisis 
offers a good opportunity to step back and take a 
hard look at what has gone wrong with the economy 
in recent decades and why it is that our economic 
system has not always contributed to improving the 
wellbeing of broad masses of the population. For 
many people, including many Germans, the neoliberal 
globalisation project has meant less, or indeed no, 
participation in the process of social value creation. 
Quite the contrary, it has led to precarious living con-
ditions, bound up with the risk of social marginalisa-
tion or, indeed, exclusion. Social security systems 
have, at least in part, been at the mercy of the finan-
cial markets, with professional and thus also private 
plans for the future being subverted by crises and new 
methods of management. Large and growing sectors 
of society increasingly feel themselves to be mere ob-
jects, helplessly exposed to the vagaries of an increas-
ingly uncontrolled market, prone to violent swings. 
Resignation, or indeed social unrest, may jeopardise 
social cohesion. In view of these dangers, there can 
be no doubt that we need an enhanced regulatory 
framework for globalisation.

In addition, we are convinced that financial capital-
ism of the kind that has emerged in recent decades, 
as well as deregulation of labour markets and other 
elements of the neoliberal project, have contributed 
in key ways to making the world economy far more 
vulnerable to economic and social disasters of the 
kind experienced during the Great Depression of the 
1930s. The subprime crisis may be read as a reflection 
of this. It has unleashed the destructive aspect of this 
form of capitalism in the rich countries of the North, 
while devastating economic collapses have always 
been only too familiar to those living in the develop-
ing and emerging countries of the South. »Mishaps« 

of this kind have the potential to thrust millions into 
poverty and to lay waste social and economic ad-
vances which took decades, and this is why capitalism 
needs to be regulated in ways that will deprive it of 
its dangerous crisis-proneness.

Although the long-term goal of creating a capital-
ism restrained by institutions and rules – a »good cap-
italism« – may, at first glance, appear unrealistic, we 
can still envision a good number of first steps in that 
direction. Indeed, today they are already under 
political discussion. And since any long march must 
inevitably begin with a small step, we can follow up 
first changes of this kind by advancing – and transpos-
ing into practice – a multiplicity of further-reaching 
proposals. This is a matter of political will – and, of 
course, also of the political options available: a ques-
tion of the play of forces within and between socie-
ties, of dynamics that lead to the creation of scope for 
political action. This is why it is important to seize the 
present opportunity to initiate, and implement, a 
series of first reforms which have the potential for 
long-term change.

One crucial consideration here is that we clearly 
understand where we are headed. In recent years, 
many politicians have neglected the need to develop 
a concrete notion of what shape our society and our 
economic order may have at the end of the course of 
reforms embarked on. Many reforms have been justi-
fied on more or less defensive grounds: for example, 
by informing the public that these reforms were ne-
cessary to rescue what is left of the welfare state. In 
the end, far from enhancing the economy’s powers 
of resistance, the changes implemented have tended 
more to fuel the emergence of global economic im-
balances – and one important reason for this has been 
a lack of understanding of the wider context. How-
ever, if the model outlined here shows one thing, it is 
this: »Good capitalism« – and, with it, an alternative 
to the prevailing market-liberal economic logic – is 
conceivable and, above all, possible!
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