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The historical backdrop Harry Shutt's objective in this book is to
eapuse (he grim realitles of the evolotion of the global capitalist
svslem over the last half century and thereby dispel “the ilusions
which lie bekind the neo- prospeceus,” asstuted o the introduction
T he objective of this book review is w ascertain whether nis analysis
captures essential aspects ofthe econoniic reality and the extent 1o
which it does that, Given the rather larpe scope of the subjecy, it is
unreasonable to expeet 2 full, comprehensive coverage of this
complex subject in @ volume of 238 pages. The task undertaken
fiere is 10 identify the strengths nf his analysis, flag arouments oo
wall grounded in'contermporary economic research and also indicare
important igsues ignored ormis-dizomnsed. The reviawer subsarhes
o Shutt's broad claim that the reahity of glibahezation falls far
short of the rose-tinted rhetoric of the apastles of glohalism

e book starts with abriel review ol the emerzance of the modern
capitalis! order in Western Burope, the 1TISA and Japan in the Iae
19th and early 2ieh century period.

This ix followed by an account of the worldwide depression of

19310, the events leading up to the second world war and the post-
1945 world order imder US hegemony. Ha briefly waces the politcal
and eannormig instiluions set up, nationaily and globally, to rebuild
ind stabilize the intérnational capitalist system in the wake of the
cataclysmic events nf the preceding vears. Shutt describes and
cxplains the redsons for the particular institutions and polizies
adopted and how they laid the foundstions For the long post-war
honm. Key features of the new order were the imternationa! finuncial
systein bazed on the dollar-pold exchange standard, & commitment
1o trade Jiberalization m the long run ani political stability for the
capitalist nations underwritien by Amencan hegemony.

Shutt shows how post-depression and post-war reforms led to o
strong, proqglive role tor the state as ultimate guarantor of econnmic
stability and social seeurity. Crises, instabilities, such as those that
beset advanced counlries in the previous period, would henceforth
he munaged by the new Keynesian stabilization policies. The new
tzchnologes launched from 1900-45 were linked to rapidly growing
mass markets after 1945, which gencrated a near two decade
upswing in productivity which supported repidly rising ncomes
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that served to further stabilize the new high-productivity, high-
consumption economy, Many then helieved thar the capitalist
systemn had permanently stabilized itself through new, soperior
instizutional and rechnological innovations and the use of Keynesiin
demand management policies to prevent orcurb slumps,

However, in the 19705, instabilities re-emerged and growth slowed
down throughout the world capitalist system. Keynesim polhicies
also cepsed fo work as demand stimulation merely led 1o high
inflatlon appearing alongside slugpish economic growth, the
phenomenon ol “stagllation.™ Other symptoms of the hreakdown
of post-war stabitity were the collapse of the Bretiom Woads fixed
exchange rate system and the otl-price hikes. Apart from the irst
twio chapters, Shatt’s book iz primarily ananalysis of the unravelling
of this post-war system of regulated eapitalism. In particular, be
examines the theoresicsl and politica] responses to these events
dnd how these have forged the neo-liberal consensus that has
dominated establishment thinking from 9798,

The neo-liberal reaction (from 1979/8(1) to Keynesian policies
gave way o monefarism, market hiberalization and the privatization
of public enterprises in the UK and US, However, monetary
targeting was quickly absndoned and inflatien brought under
confral only by raiging inlerest rates and precipitating the deep
LYR0-82 recession which did cengiderable damage to the real
economy. Shutt's argument is corroborated by the famous
econimist Panl Krugman (1994 ch, 1), but Shull brings out the
inconsistencies in the neo-liberal ideology more clearly.
Unfortunately, Shutt persists in using the term “neoclassical” when
he likely means neo-liberal, making o distinction hetween
“neaclzssical” and “Keynesian,"In the US, the lerm “neaclassical”
15 commonly spplicd to mainstream economic thinking which
includes the Kevnesian-neoclassical synthesis and even more recent
schools of macrocconomies (see Weintraub at hirp:/
wrwieconlib.one/librany/Ened/N coclassical Economucs htmlfurther),

The 1980-82 recession and the elevated interest rates also gave
rise 0 8 cham of debt defaults 1 Latin America, starting with the
Mexican debt cnisis of 1982, which ushered i the tamous “lost
decade™ of the 1980s for many developing countries, a point taken
up later n the book,
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Shutt pees on to describe how other aspects of the neo-liheral
geends were pushed through by the Thatcher and Reagan
admanistrations. These were then taken up widely abroad starting
with the nomimally socialist governments of Australia and New
Zealand. Again he points out the practical and copceptoal
meonsisiencies in the policies followed and the prent difficultes
encountered mosecaling back the role of the state. The Thatcher
government was able to reduce fiscal deficits on account of North
Sew oil. Not havimg a similar windfall, the Reagan admimisteation
presded over massive increases mobudpet deficits as its supply-
side tax peduction policies futled w stimudate growth safficient
offset the 1ax reductions snd meresses in defence spending,

While fiscal orthodoxy and monetary restramt figured strongly 1n
the nea-liberal rhetonc, Shatt shows: that it was mare ahout
mstitutional reform, trade and financial liberglization, privatisation
and derepulation. While these policies failed 1o roll back the state,
the broader merket-promoting reform agenda gathered momentum
and has now spread widely across the world as officinl pohicy if
not actusl practice. Shult, kowever, fails o identify adequately the
cogency ‘and colerence of the political-intellectus] current thal
supplied the underlying rationzle for this fundamentalist, neo-
Austrian alternative 1o Keynes, developed by Friedrich von Hayek:
While the Thatcher and Reapan admimistrations had already been
won over to the neo-Austnisn agenda by 1980, Chinais inereasing
Turn 1o markets and the collapye of “Socialism” in the Soviet Union
and Fast Europe by 1990 strengibened sod widened s appeal By
centuryiz end, a sea-change in econpmic polioy has been varried
through by pressures exerted over various channels. The story of
that revelution i ideclogy 15 related with some neo-Austrin bas
by Yerzim and Stanistaw (1998).

What Shutt does well i3 to highlight the practical and theoratical
coniradiciions ansing out of the above policies. problems blithely
ignored m neo-Austrian market tnumphalism, He shows that
despite thetoric about shrinking the state; corporations and
conservativegovernments turn to the state to' resolve theze
contradiciions. A prominent example is the Savings and Loan ciisis
in the 1JSA which has its roots in carliar financial liberalization;
the bankrupt financial msttlutions were batled out by the Federal
government. In fact the role of povernment n the economy has
grown steadily from the 1930z to the presznt directly in response
tovarious market futlures which havebeen identified and addressed
by governmental achion and new regulatory institutions.

Financial liberalization and rising instability
A n important outceme of the Redgan-Thateher relorms well
described m the book 1% dercenlstion of finumeial markets
and {18 consequences, With safely constramiy removed, such as
separation between commercial and invostrnent bankme, banks
huve undersaken much riskier béhaviour in the drive for kigher

profiis, incloding hizghly speculative investmonts in property
development, The Savings and Loan debacle in the USAL desoribed
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gbove, 13 one example, Another was: the aclivines of corporss
raiders. Many compames have aisp been-induced 1o iake on
excessive debt which undermmes financial stamlity. Overall, Shos
ponts out that a new speculative climate has been created i wineh
the viahility of major companies and the livelihood of millions of
workers have been morgaged (o give lree rein lo specalative orgies
bordering on finnncial piracy. Though not so appareat af the tHme
the book was published [1995) thesewarnings have beeq amply
bormie out by recent scams at Faron and other magor companies

Another consequence 15 the enormous expansion of speculanve
foreiym exchange fransactions, wlich destabilize entire colniries.
A particolar problem iz the short-selling of wobbly cumrencizs by
hedge funds whizh try to muake very large profits from forced
devaluation of target currencies. Shutt also notes the proliferation
of offshore financial centres which favilitate money laundering,
organized crime and large-scale corruption. Caught up with the
impemative of mantaining laissez faire conditions for mternational
financiyl travsactions, the G7 counines ofien wring their hands
aboul these abuses but Bl to take aoy conerers polion,

Implications of technological change

ne of the most important issics raised by Shutt is

the effect of technological change on demand for labour
and capital. ITe observes that from around the sarly 1980s a grear
deal of investiment in the services as well as in manufactunng, has
Been directed ar cutting cost—that is raising labour productivity—
without expanding capacity very much, As o resull the real detmand
for capital and labourto suppern sy paticular sxpansion ofoutpal,
has fallen from the nonn. for sadier penods in all industial
countrics. This has ted 1w “jobless gowth™ and conmbuted w e
glut of financial capital. These are well known consequences of
the revolution in information technology that has been gweeping
throuzh the warld.

The new technologies associated with computers, convnunication
and the internet, identiied 4s the “information wethoologies” are
tadically clinnging the organization of business, the demand
stiuciare for skills, business information patterns dnd productivity
in service and munofEclunng operations. Managerial hierarchiss
are being Mitened dnd personnel previously engaged in the
processinge ol business mfbrmution are drasfically cut in numbers
since now much of this work 15 Joens byoompulers running resburse
planning softwarg. While the demand for personnel skilled in
computer-relived operations has risen, the demand for run-of-the-
mill munagenal, clerical and even manulaciuring jobs Lis fallen,
We see countries such as Germany and the USA seeking sollware
engineers in India and Russia, while agerspate unemployinens rises,
This 1% begavse displaced workers canmot be absorbed in the new
Jubs heing created since they do not have the training or even the
aptitwde for it, Shutt notes accurately that retraining schemes have
generally failed to have any signilican! impact in brideing this skills
gap,

POLITY




The bwme-term changes described by Shutt are characteristic of
ey i the techno-economic paradigm {se2 Perez 2002) when
S gove =chnologies underlying the economie system undergo a
Siedemeninl change, sich as from the aga of steam and coal to the
meemal combustion engine and electricity and now to the
mS=—ation age. The old sets of skills are dévalued and new skills
e required. But sinee the re-investiment [n new “human capital”
Sl mch longet, an increase in struetural uncmployiment results.
S docs not idenitify this phenonienon in these tooms, But he
eemypectly identifies a new Teature, Le. reduced demand Tor
swsament in physical capital with reduced incremantal capital’
sesputratios. The other fealurs is thal cottiputers and new software
sestems arc sipnificantly misine prodvctivily in service operilions
a=d cven managerial activity winch reducss empleyment and
Sesens mamagerial hierarchiss,

These rends are seen not just in Burope, dapan and the Unied
States, but all over the world This is one reason why globalisation
with its mtensified drive for higher productivity in all production
snd service operation s that are internationally competitive, is 5o
sapopular: uneniployment rises along with productivity. Ever in
B prowing Chinawhere East Asian-style productivity growil is
sansforming mitlions of rural folk into mdustrial workers on a
sczle ot sgen hefore in history, there 18 rising frustration direcied
sgainst the Farty fezdership. In thednve for productivity the social
support svstem of the “ron rice bowl™ has been removed; the lenst
siilled und least capable workers ame thrown onthe sorap heap o
moam arouad (15 big cities, vainly looking for

The glut of financial capital
A central problem is that capitalism does not smoethly move
from the initial phese ofa transitionin the techno-cconomic
parsdigm (a concept that 15 not clearly identificd by Shutt) to a
larerand more mature-phase in which mapid economic growth and
mereasing education and training bead to rising employment and
even ancxcess demand for tmmigration. In the previous trunsition,
the new technobogies that were introduced inthe carly 20th century
codleseed into a mature phese of ligh domand for lebour only after
1945, This was preceded by socid] chaos, systemic breakdeown in
the worldwide depression of the 1930 and the second world war,
which evenmally cleared the econviue and sveisl ground {or the
oow techno-econonic paradipm (o estublnh Roundations (il were
resilienl.

Of coursz, conditions were vastly differentat that time: capilalism
had been in political erisis from the Firs: World War ttsell and the
Russien Revolation lHberation strugeles had broken oul momestol
the colunial world and the Tegitnmacy of capituitsm was threatened
b the worldwide rise of interest i soeialisng Tt well understood
today (Hal copilalism sumvived the seell-political crisis matnly
becouse working people in Europe, North Americaand cven i the
colonies; saw the need tojoim with the ruling classes in the siugole
against fascism and also becaise the barbaric nature of Stalinism
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cffcetively killed @ny intercst in moving towards similar political
experiments, Stalinism renuined sttractive only in ¢mergmg Thicd
Warld revolutions where & new class of Jacobinist radical
intellectunls seized state power and created authorjtarian political
systems which paid lip service 10 socialism but recreated medieval-
style autociacies,

Al that 15 past now, as global capitalism encrs the present orisis

Burnew contiadictions bave arisen and Shuit fraces some of these
ompetently. A centml therme i his book is the oversupply of
finatrcial vapital which fom the mid-lo-Tale 19705 has been fndling
inadeyuatetpportiinitics forprofitable mvestment in the heartiandy
of ndustral capitalism, What this means is that the supply of new
echoological inmovations within the prevarling fechno-ceonomic
paracizm is not adeguate tp absorb the mass of fAnamee secking
Imyestmen! opporiunities.

Additionally there is the problem of maintaining adequate returns
om existing investnients; thest rotams lend Lo be doiven down over
time by rising competition from new demeslic nvestmgnls and
intermational sources as trade gels lberabized. Shull's analysis is
particularly useful here because the syslemie problems eloting 1o
global finance are rarely raised in mainstream analyses and even
when they are, the e nature of the problems o shrouded n
drcane erminology, Another irritant here is Shutt's failure to
distinpuish carefully between financial capital and physical capital

Shutr also deseribes other ways in which surplus funds have been
used. From the lale seventics there had been a fow of funds 1o
many “emeromg markets™ pariicularly in Latin Amenca, After the
Muexican defanlt of 1982 there was analimpt drop in capifal flows
10 Latin America which led to the “lost (developmentjdegade’™ of
the 15808, Capital flows revived again inthe early | 990z until the
19445 ensis 0 Mexico and elsewhere,

These Fows of short-term capital wers then directed to Hast Asia
whére their abrupt withdrawal in 1997 again led to the Agian crises
of 1997-8, just ps in Latin Amenica. These inggered the currency
crises in Russia (1998) and Brazil (1999), The Brazilian cnsis
contributad to economic collapse in Arpenting in December 2001,
Shutt identifics the problems posed by this excess of footloose
funcls sloshing sround the world economy, but does not adequately
anslyse the destabilizing effect of short term capital flows on
villnerable “emengming coonomies” possibly because i the Hme this
book was being writter, the problem was not well rocogmized,
Today, however, the dastabilizing effeets of short-term capital fows
ate being hotly dehated m many mlernational fora (for details see
Ecamomist 2003},

An importint distinguishing feature of Shutt’s aralysis is the linking
of the wave of privatization to the need to fnd adequate invesinsent
oppuriumtics for excess finaneial capital, There are other reosond
as well, such as ths need 10 plug gops in public fnance, s shows
that privatigation has been seld to the public us nevessary o rise
prosdactivaly i the privatized sectors; bul questions thas ustilication,
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He notes that nsing peblic sector debt dariving from declining tax
revenues and rising fiscal deficits brought about by neo-libersl
policies. have also served as another investment opportunity for
footlonse finrnce seeking sdeqguate retirns, Other investment
opportunties hinve been created by allowing private investment to
fund public infrasiracture and move into services such a5 postal,
prison and garbage colleotion services, hitherto confined o the
public sector. Inthe US, companies can now buy back stock, thereby
rarsmg the stock price to the advantage of top excoutives whe ars
compensated partly with stock options.

I'here are some problems with this utilitarian justification of the
neo-liberal programme started by the Thalcher and Reagan
administrations. It is commonly known today that thismissinnary
free-murket zeal was inspired by neo- Austnun thinking transmitted
to Thatcher via Keith Joseph. Shuli’s story needs ta he
supplemented by the suga of ideclogical evolution told by Yergin
and Stanisiaw (1998) which has been bricfly stated above. This
reviewer believes that history is mude s much by ideological waves
as' much a8 by perceived materin] interest, Otherwise it s hard to
explain the short-sightedness of capitalist ideologues and Stalinsts;
whaose gross misperceptions eventually undérmine their own long-
term interests. Ideas are certainly influenced by the concrete
material conditions in which they arise, bist they cannot be explained
comprehensively by these conditions in g deterministic way. Thus
ideological currents owe as much to the peculiar ideas of their
founders as much as the material challenges they confronted. Shutt
unfortunately largely ignores the idealogicil dimension as noted
earlier; thus his explanations remain incomplete.

Transitional Economies and the Third World
S hutt also analyses the recent evolution of the furmer plannad
economies inty more “emerging markets” and the
“emerging™ or more often “submerging” markets of the Third
World. He does identify many weaknessesof the Soviet System
and other planned economies. T hese inelude use of administratively.
determined prioritics and quantitalive targets rather than signals
emanating from the market. poot cost accounting and eontiol,
unwieldy organizational hivrsrehies and distortion of information
flows, commuption, suppression of eriticism and other bureaucratic
ills. He also points to erumbling public infrastructura, capital stock
that has not hean renswed [or decades, inereusing fiseal anarchy in
public enterprises and the rize of organized crime, as major causes
—and symptoms—of social breskdown. Rising defence
expenditure was the crucial burdan that broke the camels baek and
this derived largely from compeatition with the US in global power
politics. Yel Lor this reviewsr ot least, he misses the most crocisl
izsue leading to Soviet declive, the inability of that society to
genarate endogenous technological inngvation unlike the more

successful capilalist societies. This major lacuna in Shutt’s
cuneeption of economics s discussed elsewhere in this review.
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Shutt disouszses the different modes of transition (0 market
economies exhibiled by Russia, Ching and Eastorn Europe. He
shows how “shock therapy" liberalization in Russia, inspired by
Hlugions about market forces being ble o mstantly spring into
action and operate a5 in mature capitalist nations, led to a disastrous
eallapse of production from wiuch the country is still recovering.
It the meantime, mismanaged privatisation has led w eligarchic
control over industrial companies and sct back the process ol
democratization. The lesson is that market forces operate best within
a strong institutional structure which takes decades o build up, a
point thut appears to have been unknown to the varous Western
gurus that puided shock therapy strategies. Additionally, Russia
has pencrated an extroordinary amount of lawiessness, including
orgamzed ¢rime, which will be very haid 1o shake off now on
peconnt ef the political und teonomic power amassed, He also
shows that the transition worked better in oland and the Czech
Republic because policies there were guite different. He points out
that China, the best performer of all, has lowally ignored shock
therapy ideas and gradually liberalized warkets, concentrating on
prometing FDI and exports without dismantling the administrative
strustures of the bureaucratic state. China was of course helped 4
great deal by the proximate East Asian examples from the carly
1980 and by the readiness of the Chinsse diaspora o bring
privductive Investiment o its coastal regions.

[ a sepurale chapter, Shutt covers the evolution of Third Wold
economics over the last 50 years or so, Except for Bast Asia, the
genemal picture is one of catastrophic decline, partisularly aller the
debit crises of the 1980s. He shows that the public sector in many
countiiss hus failed o meet up 10 the challenges of developmant,
the growth of population, envirommental decay and the rise of
lawlessness and separatism. Many of the relorms foisted on
developing countries by the World Bank and the IMF have nor
succeeded it generating aconomic dynumism in the privale sselor
in most countrics. The Now of finance W developing nations and
the instabilities generated by hasty liberalization of
firancialinstitutions, leading to a series of nsneidl crisesin [atin
America and Asia, have been deseribed carlier. Shotr sess the *Third
World cutastrophe” as the broader playing ontof the contradictions
that beset the capitalist system worldwide.

While it is hard 1o quarrel with the broad thrust of his analysis of
the Third World, he is probably somewhat over-pessimistic, Latin
Amencan nations have indeed made some progeess in cutting down
deficits and getting hetter conirol sver macrosconomic
management. Though enormnons problems temain in Brazl,
Argentinaand Mexico, they have learnt some léssens from mistakes
dfthie past. [Fone is to judge by recent postmps on their web-gites,
si-alsp have the IMF and the World Bank, at long fast, They ate
now less likely to impose disastrous policies on client states,
Furtharmore these countries are now much stronger exporters, 80
much so thal Brazil faces many trade disputes with the USA,
Canads and Eorope. Mevertheless, Shutt is right fo point to scrious
weaknesses in these countries, growing inequality ind lowlessness.
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The recent prividization wave in most countrics, has also genented
& greal deal ofcorrapticn,

Many Asien countrics have made much more progress than Latin
America, particularly the first tier Last Asian tigers, This 15 another
blind spot with Shutt. He argues that South Korea, Taiwan, Hong
#ong and Singapote have grown on the basis of imported capital
and technology and by exploiting cheap domestic labour, Here he
complelely misses the scope and scale of the East Asian
achisvement, Since 1960, labour productivity and wage rates have
grown steadily and very rapidly on the basis of the fastest building
up of techunlogical capability seen i recent times. Horg Kong
and Singapore now boast standands ol living higher than Spain,
Pormugal or Greece and Taiwan and Soulh Korea ure closs behind.
Thesefour countries are developed vountries by any measure and
lubeur is highly skitled there and no lunger so cheap.

Cbviously any developni country must grow initially an the busis
of adapted technology, but today, excep: for Hung Kong, they are
fullyintegrated with the networks of technology development of
the advanced industrial&nbsp; world (sce Rodrigo, 2001 for
details) One has only to sue the produces eaputied by South Korea
snd Talwan to see the extent of their technolugical mastery, Fmally
these nations have exhibited the highes! savings ratey in history
and are a large source of capital and FDI for the rest of the world,
They-also have the largest fareign gurrency reserves in the world,
next w Japan and China. 1t is hard (o understand how someone as
eritically observant as Shutt could be so profoundly wrong about
Eust Asia. In his eagerness to develop the case for gencrul capitalisi
collapse, he dismisses Bast Asin withowl any serjous asscssmenl
of their achievements,

Technology as a public good: a kacuna in ShutC’s

conception

A nother major issue on which Shutt is out of touch with

i contemporaryrescarch on the advance of technolegy =1in
his conception of state support for wchnology advancement. He
see this as another case of privale compiniés relyving om the slate (o
bail them our. Thas is profoundly false. The advance of technolugy
is a very complex kind of human getivity. At the surfacs level we
see companies developing commercially expluitable technologies
to produce goods and services for profit. They ure ulies all motivated
by profit, not by philanthropic  considerations. Commerciafly
explotable technnlpgmes, however, arise out of an underlying
stratum Gl generic technologies, also calléd peneral purpose
technoloples, This stratam i turn develops out of mere
fundamental advances in knowledoe carried out inuniversities wod
research institutions. Therelore knowiedze advance inscience und
technoloey takes place at rodghly three distinet bul inlerconnecied
fevels T'he hedrock stratum of knowledge advancement [s clearly
# punlic good or even more a global public good, The development
of reientific knowledpe is clearly the responsibility of public, not-
fisr-profit institutions Tike the universities and govemmicnl reséarch
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labs and programmes. Even if carned out by private firms. they
need to be funded by public investment, since firms cannol turn
thate into profit-making activities. The intermediate layer of generic
technologies also has many featurss of public goods. Even if
developed by individual firms, they generate technological
spillovers 1o other firms within the nation and also to firms culside.
In short the developrment of generie technologies i rife with what
economisty call “positive externalities” in which the social refums
are much greater than the private returns that can besecured by the
firm initiating the innovation. In the case of a “negative externality”
such g industrial pollution, the vocial costs are higher than the
costs bome by the polluting firm; henee society must exact clean-
up costs from the firm, The emcial sutcome of this conception is
that private finms will invest insufficient elfor! in developing generic
techmologics since they cannot capture most of the retums.

Henee if u socicty wants the optimum development of technological
innovation, the public scctor needs to pet invalved 1n the
development of generic technologies: Eversince the latel9 century
aovemnments in Germany, Britain, France and the USA have
shouldered this responsibility lo'a greater or lesser degree. Public-
private cooperafion in the development of genene technologses
hizs been most spectaculur inthe USA during and after the second
world wite, under Federal, 1.6, central povernment leadership Thus
was developed advances m sémicanductors; computers, aerospace
technologies, electronic communications, the internet,
hiotechnelogy and many others; There s another important
consequence of stule involvement in technological change. Since
the progress of technology is evolutionary,denbsp, il is rife with
uncertsinty, especially al the beginning of & techne-cconomic
paradigni, Evea firms that operzte at the lepding edge of technology
are liable 1@ make disastrous mistukes as evidenced from a casual
eeading of business journals. The puiding hand of the stule can
greatly ieduce the uncertainly asseciated with technical change.

Hence state involvement in technolegy development 1s o necessary
function under capitalism, not just o ¢lass-conspiracy as seen by
critics on the left or an unngcessary interforence with market forces
a5 charged by market fundamentalists on the right. If the private
sector it be indueed to underiake risky invesuments in inngvative
peneric technologics, it is entirely appropriate that part of the risk
and investment cost e bome by the public sectar, since socisty
will draw much larger benelits Lhan will accrue to the firm
alone. &nhsp; 1tis hardly anaccident that in the USA where public-
prvate cooperation in the advancement of technolugy has been
developed 1o o higher level than elsewhere, we aiso hove the
strengest advance of lechnalogical innovation in general. An
explicit goal of the European Union project has been to mobilize
public and private productive resources of the aggregate of nations
1o masch technological innovation in the US, One example of
success is the European aircraft producer Airbus Industriz, which
has now achieved competitive parity with the US gisnt Boelng,
directly a4 a refult of organized supporl [fom Buropean states,
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Conclusion; many strengths and some weaknesses

S hutt congludes his book by emphasising the crisis of political
legitimacy for the profit system as presently constituted.

an account of 15 mandest inability to address the growing
contradictions of the systemas a whole. Thus rising inequality and
technology-related unemployment in advanced and developing
countries is accompanied by more frequent episodes of systenic
macrogconemic instability. Corruption und internationally
organized crime are definitely on the rise, with Russia and other
transitiotal seonomies contributing a disproportionately larpe share.
Additionally, there is increasing international discord over trade,
investment and intellectusl propeny rights issues and abour
appropriate global collective action to safeguard the environmant
and restore shrinking fish stocks caused by overfishing. Developed
nalions seem o be facing increasing difficulty i maintainin iz hiealth
care benefits, adequate cducntion. social seeurity for the
unemployed and the aged, keeping crime under control and so on.

If Shutt were to be update his book today in the light of
developments over the last § years or so since his book was
published, he would undoubtedly strike a more pessimistic note.
Global problems have got mtensified and o fow new ones huve
been added. He ix likely to see the rise of militant lslamic
fundamentalism as a failure of leaders of hegemonic nations 10
address historic mjustices and reselve contemporary conflicts. Drig
related crime and corruption have got worse as has the axploitation
of Eastemn Furopean women for prostitution. Separatist vinlerce
has not goL better and grime end vielenee in Brazil, Mexice China
nd elsewhers has risen alarmingly, Following the stock market
collzpse in 2000 in the LS A, recessionary conditions have ippeared
throughout North America and Europe. Fapan continues in
recession, unghle o fix its major economie and institational
preblems and now Germany has siipped into the same quagmire.
Seripus problems have arisen about malfeasance by corporate
cxecusives relating to gross manipulation of financial stulcments
for their personal benefil, an 1ssue thar Shutt dzals with briefly in
his book. From the perspective of 2003, his 1998 claims seem
excessiviely cautions.

Al the very end, Shurt also discusses some of the political ssucs

arising out of the major storm he sces en the hotizon, [e pogs on
™0 enumerate some guidelines for a more vishle, equitable world
orcler. This is not the place to critically review the brief framework
he has laid out in his Tast chapter sinee he seems to have developed
this theme more fully ina Lster book (Shutt, 2002) which is prububly
well worth reading. One crucial point is worth highlighting: Shut
does notappear to supgest that s mere sustaimable world econoinic
order would do oway with market forces completely, lusteand, he
sees market forees and profit incentives being redivected syuarely
towards serving mujor social ends. Thisapproach can be inteipreted
s an atiempt to redirect productive activitystrongiv towvards the
production of erucially important public goods, away from the
present excessive production of private goods for privile

consumption. At least that is the mterpretation that this reviewer
impures (0 Shutt in accordance with his own prejudices.

To sum up, Shun does manage 10 capture many ol the essential
features of the world economy in it evolution over the lact hall
cemniry, He does seermn (o understand economie issues mueh, much
hetter than most of the critics of globalization. Because he
understands the economic logic and politica] exigencies behind
major events such as the formation of the IMF, the World Bank
and the WTO, he rarely neads w0 conjure up fantustic conspiracy
theories, such as are purveyed m some of the left literature, This
book will provide the reader a sober and pluusibleaccount of how
the post-war system evolvad and its major problems and
shortcomings, There are some serious flaws in his analysis,
particularly his conception of technologicul change, which have
been identified sbove. A better understanding of thie issuc will
explain why capitalisny has so far muddled through despite serious
contradhctions. 1t is also cructal understanding why planned
economics were nol able to develop the productive forces beyond
o cerlpn leved,

The major weakness s the conception of technologival innovation
zndthe ceniral, symbiotic linkage between innovation and capitalist
dynamism. Though Shutt talks sbout technology from time-to-time
und even has achapter titled “technological nemesis,” he seems o
mmplicitly believe that innovation 18 an exogenous process, i e, 1143
sumething that happens "outside the system.” This s i weakness
of mainstream cconomics as well: even maost professionnl
econonusts: have the vaguest notion of the role of technological
inngvation; Neoclassioal growth theory actually models
technological change a3 if it wete monna dropping from heaven,
usmng this exact phrase o explain why this is treated us an exogenous
mput. New growth theory, developed since 1986, tries (o
endogenize innovative activity. But it has hardly shed mny new
light on this problem; as pointed aut by ¢xperts of tec hnology such
s Richard Nelson {1987).

There 15 8 much better understanding of technology now within a
small cirele of economists who specialize in the analysis of
technology. These include distinguished céonomists such as Nelson
wha are respected scross the profession. As o result more realistic
1deas about technological innovation are diffusing Ihrough the
profession. Schumpeter is back In fashion, since he was the firs!
ceonamist e see the centrul role of innovylion and the Bl IEpreneLr,
in the progress of capitalism. Actually, Mars was the Tirst majer
ceonomist 1o understand the role of technological innovation in
regenerating the dynamism of capitalist processes, Schumpsler,
wha was a great sdmirer of Marx, acknowledged this, But Marx
did not armve ol the mare comprehensive insights of Schumnpeter.
possibly becausc the processes of innevation were in their infangy
up o 1870,

A major theme that runs through Shult's analysis is the implicit
presumipiion that the global capitulist system is moving inexcrably
towards u catasirophic breakdown. While this is a distinet
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smnies. Ss reviewes mkes that position that a spiter landmy
mmy aise be wathin the realms of possibility. There are many
e, s=if-cgencreting processes within-capitalism. For
mmpie cris=s ofizn lead 1o Teforms that strengthen the system,
smmame W e resilient. This is what has happened m South Korea
e Taewean afier the | 997-8 crisis- As poimted out earlier, capitalist
et wanes and wanes over long periods of time:as: new
eseeoeea! puradiinms replace existing ones. Currently we are
mmemng the spread of mfermanon technology teplaving and
Swstarrmng the older mdustries o1 the same rime that mdusirial
st 14 spreading upidly into @ broader swathe of developing
Ssemsres, particilorly o Agia and Latin America,

T muke sense of these processes. il 13 necessary 1o suspend, or at
Sesst relax, some of the mental models of the past, such as the
et belief that capitalism has been in “permanent callapse’
Soen the beginning of the twentieth century, which is manifestly
Silse The historical process is more complex than we can imagne
==d it= prudent to be prepared for a range of possible outcomes.
The transition from the present predicament of capitalism to 2
superior social order need not he contingent on 2 cztastrophic
collipse, though thal outeome cannot be ruled out by any means

Fur the pressnt this book proyides s pretly goed aceount of the
problems that need 10 be fxed.
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