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WRITING THE HISTORY OF CAPITALISM
FIRST GERALD D. FELDMAN MEMORIAL LECTURE 

DELIVERED AT THE GHI WASHINGTON, APRIL 29, 2010

Jürgen Kocka
FREE UNIVERSITY OF BERLIN

I.

Gerald D. Feldman, whom we remember and honor with this lecture, 
did pathbreaking research on German businessmen, their motives, 
strategies, and achievements. Take his outstanding biography of 
Hugo Stinnes, for example. He analyzed the changing structures and 
strategies of fi rms, particularly of large-scale managerial corpora-
tions. Take his impressive monograph on the Allianz and the German 
insurance business during the Nazi period as a case in point. Gerald 
Feldman analyzed the communication, competition, and cooperation 
between market actors, he dealt with prices and markets, their expan-
sion and their organization. He wrote about capital accumulation, 
innovation, and market success as well as about market failures, 
market crises, and government interventions which tried to regulate 
and even to replace the market, for instance in World War I. Consider 
his seminal Army, Industry and Labor. Gerald Feldman knew a lot 
about social, cultural, legal, and political conditions of markets and 
fi rms. He also dealt with noneconomic consequences of economic 
processes, that is, with class relations or with the political impact 
of economic disturbances. Consider his comprehensive analysis of 
the German infl ation and its devastating impact on German society 
between 1914 and 1923.1

The relations between business and the state, but also between eco-
nomic calculation and morality, were central to his work as a historian 
and his concerns as a person. In his penetrating study on German 
and Austrian banks and insurance companies during the Third Reich, 
he analyzed the diff erences and tensions between businessmen and 
Nazi rulers, as well as the convergence and cooperation between 
them. He made clear that there were many diff erent characters, mo-
tives, and preferences involved. The degree of cooperation between 
businessmen and political rulers varied. Individual cases diff ered 
and latitudes existed, though within politically defi ned constraints. 
But Feldman also made very clear, in his concrete, detailed, sober, 
and sometimes sarcastic way, that business and Nazi rule were 

1 Gerald D. Feldman, Hugo 
Stinnes. Biographie eines In-
dustriellen 1870-1924 
(Munich, 1998); idem, 
Army, Industry and Labor 
in Germany, 1914-1918 
(Princeton, 1966); idem, 
The Great Disorder: Politics, 
Economics, and Society in the 
German Infl ation, 1914-1924 
(New York, 1993). A good 
introduction into Feldman’s 
work is Gerhard A. Ritter, 
“Nachruf auf Gerald 
D. Feldman (24.4.1937-
31.10.2007),” Geschichte 
und Gesellschaft  34 (2008): 
129–50. See Jürgen Kocka, 
“Der Historiker Gerald 
D. Feldman 1937 bis 2007. 
Eine Würdigung,” in 
Wirtschaft  im Zeitalter der 
Extreme. Beiträge zur 
Unternehmensgeschichte 
Österreichs und Deutschlands. 
Im Gedenken an Gerald D. 
Feldman, ed. Hartmut 
Berghoff  et al. (Munich, 
2010), 11-18.
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basically compatible and structurally complicit. In his last lecture, 
at the University of Glasgow in January 2007, he quoted the German 
banker Hermann Josef Abs, who wrote in 1942: “… we will always 
do that which is politically determined and economically wise.” 
Feldman showed in detail how even the most immoral purposes 
could be pursued and enacted in a cool, correct, “rational” business 
way. He concluded his lecture with the words: “For the banks and 
bankers what was front and center was not the forced or slave labor 
that one could see, let alone the mass murder that one could smell, 
but rather the opportunities off ered by Auschwitz and its expan-
sion. In the end, one could write off  the failure of such investments, 
the Third Reich itself, and the unpleasant and unspoken memories 
of complicity.”2

Entrepreneurs, managers, capitalists, their motives, actions and 
achievements, markets, prices and competition, fi rms, their struc-
tures and strategies, noneconomic conditions and consequences of 
business behavior and economic processes, the intricate relationship 
between business and state as well as between economic rationality 
and morality—Gerald Feldman dealt with all of these things—that is, 
he dealt with central dimensions of capitalism in twentieth-century 
history. But, as far as I know, he did not use the word “capitalism,” 
or at least not in any more than a marginal or casual way.

II.

With this conceptual decision he was in very good company. During 
the last decades—in the West—the large majority of (non-Marxist) 
economic and social historians and the overwhelming majority of 
(non-Marxist) economists have either not used the concept at all or 
only in passing. To the extent that reasons were given for this decision 
against the concept, we mainly fi nd two arguments. On the one hand, 
scholars regarded the term “capitalism” as too broad and vague, 
in contrast to “industrialization,” for instance. On the other hand, 
people rejected it as too ideological, partisan, and not suffi  ciently 
scientifi c. “Let’s face it, capitalism does have a negative connotation,” 
said a member of the Texas Board of Education recently. “You know: 
capitalist pig!” When revising the social studies curriculum, the 
board replaced the word “capitalism” with “free-enterprise system” 
throughout.3 The concept was not always rejected in this way, nor is 
it ubiquitously avoided today. On the contrary, the concept of “capi-
talism” has a remarkable history and is experiencing something like 
a comeback.

2 Gerald D. Feldman, “How 
Complicit Were German and 
Austrian Banks in the 
Holocaust?” The Seventh 
University of Glasgow Holo-
caust Memorial Lecture, 23 
January 2007, 5,16; idem, 
“Financial Institutions in 
Nazi Germany: Reluctant 
or Willing Collaboration,” in 
Business and Industry in 
Nazi Germany, ed. Francis 
R. Nicosia and Jonathan 
Huener (New York/Oxford, 
2004), 15-42. On the topic 
in general, see Christoph 
Buchheim, “Unternehmen in 
Deutschland und NS-Regime 
1933-1945,” Historische 
Zeitschrift  282 (2006): 351-90; 
see also the debate between 
Peter Hayes, Christoph 
Buchheim, and Jonas 
Scherner in Bulletin of the 
German Historical Institute 
45 (2009): 29-51.

3 New York Times, March 13, 
2010, A10. Further examples 
of skepticism about the 
concept can be found in 
Marie-Elisabeth Hilger, “Kapital, 
Kapitalist, Kapitalismus,” in 
Geschichtliche Grundbegriff e: 
Historisches Lexikon zur 
politisch-sozialen Sprache in 
Deutschland, vol. 3, ed. Otto 
Brunner et al. (Stuttgart, 
1982), 339-454, esp. 442ff .; 
Richard Grassby, The Idea of 
Capitalism before the Industrial 
Revolution (Lanham, 1999), 
1ff ., 61ff .; Luc Boltanski and 
Eve Chiapello, The New Spirit of 
Capitalism (London/New York, 
2004), IX (translated from Le 
nouvel esprit du capitalisme, 
1999).
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The term “capital” is very old; the term “capitalist” has existed at least 
since the late seventeenth century. But, at least in French, German, 
and English, “capitalism” is, semantically, a product of the nineteenth 
century. It emerged largely as a critical, sometimes polemical concept 
used in critical treatments of the market economy and bourgeois 
society, particularly by more or less socialist authors, in the second 
third of the nineteenth century. Karl Marx did not use the noun 
“capitalism” more than in passing, but he wrote much about the 
“capitalist era” and the “capitalist mode of production.” His analysis, his 
critique, and his predictions have infl uenced the use of the concept 
ever since the 1870s. When the German economist Richard Passow 
surveyed the literature in 1918, he observed, allegedly, 111 slightly 
diff erent meanings of “capitalism,” and he interpreted this broad 
spectrum of defi nitions as an indication of the vagueness of the 
concept, which he did not like.

There were indeed diff erences of defi nition. While Marx had stressed 
the surplus value of contractual labor, relentless capital accumula-
tion, and the dynamic class antagonism between workers and the 
bourgeoisie as major criteria of “capitalism,” Max Weber together 
with Werner Sombart emphasized the “rational” organization of 
business and work in the enterprise (separate from household and 
politics) as major features of modern capitalism. Joseph A. Schumpeter 
defi ned capitalism as “that form of private property economy in 
which innovations are carried out by means of borrowed money, 
which in general … implies credit creation.” There were many other 
positions and nuances.4

But if one looks closely at these defi nitions, one will see that they 
were not that far apart from one another. At least structurally, they 
had much in common: Usually, authors used the concept to identify 
basic experiences of their time, perceived as modern, new, and diff er-
ent from more traditional socioeconomic relations, which had been 
less prone to growth and fast change and which had been based on 
non-market principles, that is, on feudal, corporate, or household 
principles. Using this present-related categorization, historians like 
Henri Pirenne and social scientists like Lujo von Brentano and Richard 
Tawney applied the concept to older historical periods, in which 
they found beginnings, less mature variations, and preceding stages 
(Vorstufen) of modern capitalism. Or, the concept “capitalism” was 
used to contrast the existing system with the idea of, and then, the 
beginnings of socialism. In other words, “capitalism” was a concept 

4 Wilhelm Hohoff , “Zur 
Geschichte des Wortes 
und Begriff es ‘Kapital’,” 
Vierteljahrschrift  für 
Sozial- und Wirtschaft sge-
schichte 14 (1918): 554ff .; 
Richard Passow, ‘Kapitalis-
mus’: Eine begriffl  ich-
terminologische Studie ( Jena, 
1918; 2nd. ed., 1927); 
Hilger, “Kapital, Kapitalist, 
Kapitalismus”; Raymond 
Williams, Keywords: A Voca-
bulary of Culture and Society 
(New York, 1976), 
42-44; Edmond Silberner, 
“Le mot capitalisme,” Annales 
d’histoire sociale 2 (1940): 
133-34. See also Robert C. 
Tucker, ed., The Marx-Engels 
Reader, rev. ed. (New York, 
1978), 203-17 (from: “La-
bour and Capital,” 
1847), 473-83 (from 
“Manifesto of the Commu-
nist Party,” 1848), 251-92 
(from “Grundrisse”); Jerry 
Z. Muller, The Mind and the 
Market: Capitalism in 
Western Thought (New York, 
2003), 166-207; Werner 
Sombart, “Capitalism,” in 
Encyclopaedia of the Social 
Sciences, ed. Edwin 
R. A. Seligman and Alvin 
Johnson, vol. 3 (New York, 
1935), 195-208; Friedrich 
Lenger, Werner Sombart 
1863-1941: Eine Biographie 
(Munich, 1994), chs. VII, 
VIII, IX, and X; Max Weber, 
General Economic History 
(London, 1927), 275-97, 
312-14, 352-69; Wolfgang 
Schluchter, Die Entzaube-
rung der Welt: Sechs Studien 
zu Max Weber (Tübingen, 
2009), 63-74; Joseph 
A. Schumpeter, Business 
Cycles: A Theoretical, 
Historical and Statistical 
Analysis of the Capitalist 
Process, vol. 1 (New York, 
1939), ch. VI B; Muller, 
The Mind and the Market, 
288-316.
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of diff erence. It gained its vigor from contrasting the present with the 
past and an imagined future. In the late nineteenth  and early twenti-
eth century, the concept was not only used as a political catchword or 
as a key concept of social criticism, but also as an  analytical concept, 
within socialist and radical parlance as well as in the texts of authors 
who were anything but anticapitalist intellectuals or activists.5

But the critical, polemical, pejorative connotations of “capitalism” did 
not disappear, especially in German. They became even more pro-
nounced under National Socialism, whose ideologues liked to present 
themselves as anti- or postcapitalist. The Cold War was a war about 
concepts, too. In the sphere of Soviet dominance, “capitalism” be-
came not only a central concept of social analysis, but also a semantic 
instrument for attacking the West and legitimizing the communist 
order. In Western countries, as well, intellectuals on the Left  and 
Left ist movements could build on a long tradition of anticapitalism. 
Sometimes, “capitalism” became the explanation for everything bad 
in the world; the concept was extended, infl ated, and overcharged. 
Its analytical power sometimes disappeared behind its polemical use 
in political-ideological battles. Those who did not share this type of 
anticapitalist, antibourgeois, sometimes anti-Western attitude oft en 
reacted either by avoiding the word or by treating it with suspicion 
or outright hostility.6 There was also another reason for the decline 
of “capitalism” as an analytical tool. The more economics became a 
specialized, analytical science with strictly defi ned parameters and 
sharply defi ned theories, the less its practitioners felt the need for 
a broad concept like “capitalism,” which, aft er all, aims at bringing 
economic and social analysis together, frequently within a historical 
perspective.7

There were always authors in diff erent disciplines who continued 
to use the concept of “capitalism” in a nondogmatic way—think 
of Fernand Braudel and Eric Hobsbawm or Albert Hirschman and 
Immanuel Wallerstein and outsiders like Karl Polanyi. The concept 
remained less instrumentalized and politicized in English than in 
German.8 But the space for a productive use of the concept was nar-
row; other concepts like “industrialization,” “modernization,” and 
“market economy” fared much better.

In the last two decades, however, the intellectual climate has changed. 
The Cold War is over. The anticapitalist mood of many intellectuals, 
so vividly analyzed by Schumpeter and Hayek, has not disappeared 
but has lost much of its vigor and self-confi dence. Nowadays, the 

5 Albert E. F. Schäffle, Kapita-
lismus und Socialismus mit 
besonderer Rücksicht auf 
Geschäft s- und Vermögensformen 
(Tübingen, 1870); Lujo von 
Brentano, Die Anfänge des mo-
dernen Kapitalismus (Munich, 
1916); Henri Pirenne, “The 
Stages in the Social History 
of Capitalism,” The American 
Historical Review 19 (1914): 
494ff .;  R. H. Tawney, Religion 
and the Rise of Capitalism: A Hi-
storical Study (1926) (Gloucester, 
MA, 1962); Henri Eugène Sée, 
Les origines du capitalisme mo-
derne (Paris, 1926); Fernand 
Braudel, Civilisation materielle, 
economie et capitalisme, XVe-
XVIIIe siècle, t.1-3 (Paris, 1967-
1979); J. R. Commons, Legal 
Foundations of Capitalism (New 
York, 1924).

6 For a review of literature about 
capitalism by Marxist and 
non-Marxist authors up to the 
late 1960s, see Maurice Herbert 
Dobb, “Kapitalismus,” in 
Sowjetsystem und Demokratische 
Gesellschaft : Eine vergleichende 
Enzyklopädie, vol. 3, ed. 
C. D. Kernig (Freiburg, 1969), 
538-63.

7 See Geoff rey M. Hodgson, How 
Economics Forgot History: The 
Problem of Historical Specifi city in 
Social Science (London, 2001).

8 See Karl Polanyi, “Our Obsolete 
Market Mentality,” Commen-
tary 3 (1947): 109-17; Eric 
Hobsbawm, The Age of Capital: 
1848-1875 (London, 1975); 
Albert O. Hirschman, The Pas-
sions and the Interests: Political 
Arguments for Capitalism before 
Its Triumph (Princeton, 1977); 
Immanuel M. Wallerstein, Hi-
storical Capitalism (New York, 
1983); F. A. Hayek, ed., Capi-
talism and the Historians (Chi-
cago, 1954); David S. Landes, 
ed., The Rise of Capitalism (New 
York, 1966); Svetozar Pejovich, 
ed., Philosophical and Economic 
Foundations of Capitalism 
(Lexington, MA, 1983); Thomas 
L. Haskell, “Capitalism and 
the Origins of the Humanitarian 
Sensibility” (1985), in >>
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concept of “capitalism” is clearly not reserved for positions on the 
Left ; it is much less a fl ag or a political signal than it used to be for 
decades. It is possible now to use “capitalism” with positive conno-
tations, as the Deutsche Bank Research did, for instance, in a 2007 
report entitled “Die glückliche Variante des Kapitalismus” (The happy 
version of capitalism), a comparative analysis of attitudes towards 
capitalism in diff erent countries. Economists who are clearly not on 
the Left  do not necessarily avoid the concept. Take recent books by 
Barry Eichengreen and Werner Sinn, for example. The concept can be 
used in neutral ways, with a comparative interest in observable “va-
rieties of capitalism,” or with a sense of deep ambivalences inherent 
in capitalism, as in in Joyce Appleby’s recent historical synthesis. An 
article by Hartmut Berghoff  deals with the “Mittelstand and German 
Capitalism”; Jerry Z. Muller just published on “Capitalism and the 
Jews.” Historians interested in global history develop viewpoints and 
questions that invite the rediscovery of comprehensive concepts. It is 
diffi  cult to discuss globalization without mentioning capitalism. The 
recent fi nancial and economic crisis has not only reinforced critical 
assessments of capitalism, it has also renewed interest in the analysis 
of market crises, and as a consequence, “capitalism and its history” 
have become more frequent topics of discussion and deliberation 
even among economists.9 The crisis has raised interesting questions 
which historians might want to address. Those who, like this author, 
deplore the increasing distance between economic historians and 
other historians have reason to hope that the concept of “capitalism” 
might serve as a bridge that invites economic historians to incorpo-
rate social, cultural, and legal dimensions, while encouraging social, 
cultural, and other historians to take the economy more seriously 
than they have done ever since the “cultural turn” that has infl uenced 
the discipline since the 1980s.

>> The Antislavery Debate: Capi-
talism and Abolitionism as 
a Problem in Historical In-
terpretation, ed. Thomas 
Bender (Berkeley, 1992), 
107-60; M. H. Dobb, Stu-
dies in the Development of 
Capitalism (London, 1946); 
P. M. Sweezy, The Theory of 
Capitalist Development (New 
York, 1942); Sweezy et al., 
eds., The Transition from 
Feudalism to Capitalism: 

A Symposium (London, 
1954); A. A. Berle, The 20th 
Century Capitalist Revolution 
(New York, 1954); P. A. 
Baran and P. M. Sweezy, 
Monopoly Capital (New York, 
1966); Robert L. Heilbroner, 
The Nature and Logic of 
Capitalism (New York, 1985). 
A good bibliographical essay 
can be found in Grassby, 
The Idea of Capitalism, 
75-80.

9 See Stefan Bergheim, Die 
glückliche Variante des 
Kapitalismus (Frankfurt, 
2007); Barry Eichengreen, 
The European Economy since 
1945: Coordinated 
Capitalism and Beyond 
(Princeton, 2007); Peter 
A. Hall and David Soskice, 
eds., Varieties of Capitalism: 
The Institutional Foundations 
of Comparative Advantage 
(Oxford, 2001); Joyce >>

>> Appleby, The Relentless 
Revolution: A History of 
Capitalism (New York, 
2010); Jerry Z. Muller, 
Capitalism and the Jews 
(Princeton, 2010); Hartmut 
Berghoff , “The End of Family 
Business? The Mittelstand 
and German Capitalism in 
Transition, 1949-2000,” 
Business History Review 
80 (2006): 263-95. On 
global history, see Jürgen 
Osterhammel, Die 
Verwandlung der Welt: Eine 
Geschichte des 19. 
Jahrhunderts (Munich, 
2009), 950-57; David 
Christian, Maps of Time: An 
Introduction to Big History 
(Berkeley, 2004), 355-63, 
446-63, 478-81. For works 
infl uenced by the recent 
crisis, see Klaus Dörre, et al., 
Soziologie–Kapitalismus–
Kritik. Eine Debatte (Frankfurt/
Main, 2009); Felix Lee, 
“Kapitalismuskritik hat 
Hochkonjunktur,” taz (Berlin), 
April 4th, 2009 (from a 
congress about capitalism 
organized by Attac). Two 
analyses of the recent 
crisis by economists using 
the concept of “capitalism” 
include Hans Werner Sinn, 
Kasino-Kapitalismus: Wie es 
zur Finanzkrise kam, und was 
jetzt zu tun ist (Berlin, 2009); 
Nouriel Roubini and 
Stephen Mihm, Crisis 
Economics: A Crash Course in 
the Future of Finance 
(New York, 2010).
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III.

If we want to use the concept of “capitalism,” we have to defi ne it 
in order to liberate it from a long tradition of vagueness and polit-
ical instrumentalization. Based on the discussions I have sketched 
here and on a selective reading of pertinent literature,10 I propose 
to defi ne capitalism as an economic system, or a type of economy, 
distinguished by three sets of criteria.

First, capitalism is based on individualized property rights and deci-
sions. These decisions lead to results—both gains and losses—that 
are ascribed to individuals, that is, to individual persons, groups, 
associations, or fi rms. 

Second, in capitalism, the coordination of the diff erent economic 
actors takes place primarily by means of markets and prices, com-
petition and cooperation, demand and supply, and the exchange of 
commodities. The commodifi cation of resources and products is 
central, including the commodifi cation of labor, largely in the form 
of contractual (“free”) labor for wages and salaries.

Third, capital is central to this type of economy. This entails the 
investment of savings or returns in the present with the perspective 
of higher gains in the future, the importance of profi t as a major 
yardstick of success, and accumulation with the perspective of 
change and growth. Accepting uncertainty and risk is implied, as 
are the notions of profi tability and its systematic control over time. 
In this regard—capital, investment, profi tability over time—it makes 
sense to see borrowing and credit, including speculation and limited 
liability, as central to capitalism, as Schumpeter did and some mod-
ern economists do. It is in exactly this respect, too, that one can see 
double-entry bookkeeping as an important feature of capitalism, as 
Werner Sombart did. This thesis continues to be discussed on empiri-
cal grounds.11 From this same perspective, it also makes sense to see 
the systematic (“rational”) organization of business and labor within 
the modern fi rm as the central characteristic of modern capitalism, 
as Max Weber and many others in this tradition did. Marx and We-
ber, convincingly, regarded the distinction between the employer, 
who holds decision-making power based on individualized property 
rights, and the employees, who are without ownership rights or 
decision-making power, but “free” on a contractual basis, as central 
elements of this “rational” systematic organization. The class diff er-
ence was built into the essence of capitalism. 

10  See the titles quoted in notes 
3-9 above. I also found the 
following titles helpful: Jürgen 
Kromphardt, Konzeptionen 
und Analysen des Kapitalismus 
(Göttingen, 1980); Ivan 
T. Berend, “Capitalism,” in In-
ternational Encyclopedia of the 
Social and Behavioral Sciences, 
vol. 3 (2001), 1454-59; Robert 
Brenner, The Economics of 
Global Turbulence: The Advan-
ced Capitalist Economies from 
Long Boom to Long Down-
turn, 1945-2005 (New York, 
2006); Johannes Berger, 
“Kapitalismusanalyse und 
Kapitalismuskritik,” in Hand-
buch der Wirtschaft ssoziologie, 
ed. Andrea Maurer 
(Wiesbaden, 2008), 363-81; 
Paul Windolf, ed., Finanzmarkt-
Kapitalismus. Analysen zum 
Wandel von Produktions-
systemen (Wiesbaden, 2005); 
Peter Schallmayer, Kapitalis-
muskritik: Theorie und Praxis 
bei Marx, Nietzsche, Mann, 
Müntefering und in der Heu-
schreckendebatte (Würzburg, 
2009); Michael Mann, States, 
War and Capitalism: Studies 
in Political Sociology (Oxford, 
1988); Jeff rey A. Frieden, Glo-
bal Capitalism: Its Fall and Rise 
in the 20th Century (New York, 
2007). Further literature is 
quoted in footnotes below.

11  See Sidney Pollard, The Genesis 
of Modern Management: 
A Study of the Industrial 
Revolution in Great Britain 
(Harmondsworth, 1968), 
245-90, esp. 249; Bruce 
G. Carruthers and Wendy 
Nelson Espeland, “Accounting 
for Rationality: Double-Entry 
Bookkeeping and the Rhetoric 
of Economic Rationality,” The 
American Journal of Sociology 
97 (1991): 31-69.
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This working defi nition of capitalism is an ideal type, a model that 
can be used even though one knows that historical reality is never 
fully identical with it but corresponds to it in diff erent ways and to 
various degrees. This defi nition sees capitalism as an economic sys-
tem with certain institutions and rules, with some autonomy, some 
logic of its own.12 To be sure, capitalism has always been dependent 
on noneconomic conditions: law, culture, social relations, family, 
even religion. And, of course, capitalism infl uences social relations, 
culture and politics. But in order to grasp this complex and changing 
relationship it is necessary to defi ne capitalism as an economic sys-
tem with noneconomic conditions and consequences, that is, neither 
as a social or cultural system nor as a historical epoch. 

Historians diff er a lot from one another, but most of them have a 
few things in common. They prefer fi ndings that are space-specifi c 
and time-specifi c. They are interested in change over time. They 
take context seriously.13 I will therefore deal with capitalism in 
space and time. First, I will discuss some spatial dimensions of 
capitalism in a long-term perspective. Second, I will investigate 
crisis and change in capitalism in the nineteenth and twentieth 
centuries. I will compare the Great Depression of 1929 and the Great 
Recession of 2008 in order to discuss some very recent changes in 
capitalism and place our present experience in a historical perspective. 
Finally, I will address changing contexts, including the changing 
nature of Kapitalismuskritik.

IV.

It is true that authors have long diff ered on how to date the begin-
nings of capitalism. There are those who argue for continuity from 
the ancient world to the nineteenth and twentieth centuries (e.g., 
Lujo von Brentano), those who see the beginning of capitalism 
in the medieval world (e.g., Joseph Schumpeter), and those who 
stress the rise of capitalism as a modern phenomenon following the 
Renaissance and Reformation (e.g., Max Weber). We fi nd similar 
confusion with respect to other complex phenomena and concepts 
such as  “industrialization.” This confusion is caused by uneven 
and changing states of research, and, more importantly, by diff ering 
criteria of defi nition. It is also true that most authors are well aware 
of the transregional, increasingly global relations contributing to the 
rise of capitalism—from the Crusades and the long-distance trade 
of medieval merchants through European colonial expansion and 
especially the transatlantic economy of the early modern period to 

12  Conceiving of capitalism as 
an economic system 
presupposes a certain 
degree of internal societal 
diff erentiation. In societies 
without it—in tribal soci-
eties and under feudalism, 
e.g.—one cannot expect 
to fi nd capitalism in a de-
veloped form, although 
one may perhaps fi nd el-
ements, islands, or begin-
nings of capitalism.

13  See Jürgen Kocka, 
“Geschichte als Wissen-
schaft ,” in Gunilla Budde 
et al., eds., Geschichte. 
Studium – Wissenschaft  – 
Beruf (Berlin, 2008), 12-
30, esp. 19-21.
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imperialism, international trade, and globalization in the nineteenth 
and twentieth centuries. Despite the aforementioned diff erences, the 
bulk of the literature has basically supported the view that capitalism 
was originally a European and then a Western phenomenon before 
it started to extend into other parts of the world and become global 
in the twentieth century—a process that is still under way. 

Historians continue to debate the particularities of capitalism in 
the Roman Empire. Its heavy reliance on slave labor, its continuous 
dependence on military means for providing income, resources, and 
growth, as well as low levels of market integration and enterprise 
continuity, mark a clear distance between Roman reality and the ideal 
type of capitalism presented above.

For the late medieval and early modern periods, we are accustomed 
to looking at the merchants and bankers of North Italian city states 
like Venice and Florence, the commercial families of South German 
cities like Augsburg, and the networks of cities around the Baltic Sea. 
These were forms of commercial capitalism based on long-distance 
trade and on a symbiosis with local or regional political powers. 
Although these places were islands of early capitalism in a basically 
noncapitalist environment, they developed sophisticated methods 
of capital transfer and accounting as well as the idea and practice of 
property shares with limited liability. 

Next, overviews usually deal with the early modern global economy 
of the sixteenth to eighteenth centuries, mainly promoted and 
structured by West European overseas expansion: fi rst dominated 
by southwest Europeans, later by the Dutch, and fi nally by the British. 
These were systems with strong capitalist elements, but again with 
a close symbiosis between capitalists and the holders of political 
power. We observe a dynamic mixture between noncapitalist forms 
of exploitation (coercion, enslavement, pillaging, violent destruction) 
and capitalist commerce, capital accumulation and speculation, 
increasingly through trade on the stock exchange since about 1600. 
This was a process full of gains and losses, bubbles and bursts, ex-
citement and cruelty, that was barbarous and civilizing at once. The 
benefi ts and costs were unevenly distributed, under the hegemony 
of European adventurers, entrepreneurs, and rulers. In this period, 
capitalist principles slowly started to move beyond trade and to pen-
etrate industrial production (mostly still in decentralized forms) and 
agricultural production, for instance, in the plantation economies of 
the Caribbean, in North American farming, and through the commercial 
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erosion of feudalism in some rural areas of Europe where lords were 
transformed into agricultural capitalists and entrepreneurs. In the 
late seventeenth and eighteenth centuries, England became the 
world’s most capitalist country.14 

But the real breakthrough of capitalism came with industrialization, 
that is, with accelerated technological progress, the rise of the factory 
system, and a new organization of work since the late eighteenth 
century, and with the removal of feudal, corporate, and bureaucratic 
restrictions around 1800 in Western Europe, and later on further east. 
It was only with industrialization that the recruitment and allocation 
of work was thoroughly organized according to capitalist principles: 
labor markets emerged, contractual work for wages and salaries 
became widespread, and work became a commodity. Wage work 
became a mass phenomenon and, soon, a basis of social protest and 
labor movements. Only with industrialization did the centralized fi rm 
with fi xed capital and a systematic organization of business become 
more frequent. Only with industrialization did capitalism become 
the dominant structure in the economies of a quickly growing num-
ber of regions and countries—soon to impregnate social relations, 
cultures, and the distribution of power. With the partial exception of 
eighteenth-century England, this had not happened before. Because 
of all of this, some historians see the history of capitalism as begin-
ning only in the eighteenth century. They do not care to diff erentiate 
clearly between capitalism and industrialization, which, however, 
is essential. 

In the nineteenth and during most of the twentieth century, the his-
tory of capitalism and the history of industrialization went hand in 
hand, so that we speak of industrial capitalism. This is frequently 
still true today, for instance, in Eastern Asia. But by the second half 
of the twentieth century, in some highly developed countries of the 
West, service industries had become so dominant that one is inclined 
to speak of postindustrial capitalism, usually with a great deal of 
emphasis on fi nancial markets. 

What happened in the nineteenth and twentieth centuries is usually 
described as a process of gradual, unequal, and partial expansion, 
starting from the “fi rst industrial nation” (Britain) and Western Eu-
rope, moving into North America as well as to Central and Eastern 
Europe, reaching Japan in the late nineteenth century, and penetrat-
ing many other regions of the world in the twentieth. This is a story 
of relentless expansion and growth, of innovation and liberation, 

14  Werner Sombart, Der 
moderne Kapitalismus. 
Historisch-systematische 
Darstellung des gesamteu-
ropäischen Wirtschaft sle-
bens von seinen Anfängen 
bis zur Gegenwart, 3 vols., 
3rd ed. (Munich, 1987); 
selections in idem, The 
Quintessence of Capitalism 
(New York, 1967); also 
idem, “Capitalism”; Brau-
del, Civilisation; Immanuel 
M. Wallerstein, The Modern 
World System, 3 vols. (New 
York, 1974, 1980, 1989); 
Appleby, Relentless Revo-
lution. A good short intro-
duction is R. M. Hartwell, 
“The Origins of Capitalism: 
A Methodological Essay,” 
in Philosophical and Eco-
nomic Foundations of Capi-
talism, ed. Svetozar Pejovic 
(Lexington, MA, 1983), 
11-23 (although with con-
clusions I do not share in 
this article). Recent sum-
mary accounts include 
Michel Beaud, A History 
of Capitalism 1500-2000 
(New York, 2001); Hannes 
Leidinger, Kapitalismus 
(Vienna, 2008); Max 
Weber, Zur Sozial- und 
Wirtschaft geschichte des Al-
tertums. Schrift en und 
Reden 1893-1908, ed. 
Jürgen Deininger (Tübingen, 
2006); R. Latouche, The 
Birth of Western Economy: 
Economic Aspects of the Dark 
Ages (New York, 1961); 
T. H. Aston and C. H. E. 
Philpin, eds., The Bren-
ner Debate: Agrarian Class 
Structure and Economic De-
velopment in Pre-
Industrial Europe (Cam-
bridge, 1987); Richard 
Grassby, The Idea of 
Capitalism before the 
Industrial Revolution 
(Lanham, 1999); Christiane 
Eisenberg, Englands 
Weg in die Marktgesellschaft  
(Göttingen, 2009).
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of constant change—which tells us a lot about the transterritorial, 
border-crossing energy of capitalism. But it is also the story of tre-
mendous inequality and exploitation, of cores and peripheries, of the 
destruction of traditional life-worlds interrupted and accelerated by 
wars, which have ushered in the rapid globalization of the present 
time.15

Much of this is known, but many questions remain open, and the 
balance-sheet still needs to be drawn up. For writing a future history 
of capitalism, two sets of questions seem particularly important. 
First, which insights will the progress of global history bring? Did 
capitalism really originate exclusively in Europe? Recent research 
seems to show that it is not always easy to distinguish between 
a capitalist Europe and a noncapitalist China or India in previous 
centuries. Were there equivalents to the European early beginnings 
of capitalism in China, India, or Tokugawa Japan before Western 
infl uences deeply aff ected those regions? How will the overall picture 
change once present-day capitalism under authoritarian or dictatorial 
conditions in Singapore, China, and Vietnam is fully incorporated? 
Second, to what extent do we have to focus on specifi c territories in 
order to explain the rise and dynamics of capitalism? Should we per-
haps try to explain these developments in terms of relations—trade, 
migration, transfer of capital and knowledge, learning—between 
regions, countries, and even continents? Did something like the 
territorialization of capitalism take place during the nineteenth and 
early-twentieth-century industrialization and the rise of the nation-
state, in contrast to the transterritorial commercial capitalism of 
earlier centuries, and in contrast to the present de-territorialization of 
fi nance capitalism? Research in the spatial dimensions of capitalism 
promises to produce new insights. Thorough comparison (stressing 
similarities and diff erences and explaining them) and the analysis 
of transnational relations, dependencies, and connections need to 
be combined.16

15  As to the conceptual distinc-
tion between capitalism and 
industrialization, see Jürgen 
Kocka, Das lange 19. 
Jahrhundert: Arbeit, Nation 
und bürgerliche Gesellschaft  
(Stuttgart, 2001), 53-61; 
Appleby, The Relentless Revolu-
tion, 163-436; Charles 
P. Kindleberger, World Econo-
mic Primacy: 1500 to 1990 
(Oxford, 1996); David S. Landes, 
The Wealth and Poverty of 
Nations: Why Some Are So Rich 
and Some So Poor (New York, 
1998); Ivan T. Berend, An Eco-
nomic History of Twentieth Cen-
tury Europe: Economic Regimes 
from Laissez-faire to Globaliza-
tion (Cambridge, 2006); Jeff rey 
A. Frieden, Global Capitalism: 
Its Fall and Rise in the Twentieth 
Century (New York, 2006); 
Robert Brenner, The Econo-
mics of Global Turbulence: The 
Advanced Capitalist Economies 
from Long Boom to Long Down-
turn, 1945-2005 (New York, 
2006); Andrew Glyn, Capita-
lism Unleashed: Finance, Glo-
balization and Welfare (Oxford, 
2006); Hansgeorg Conert, 
Vom Handelskapital zur Glo-
balisierung. Entwicklung und 
Kritik der kapitalistischen Öko-
nomie (Münster, 1998); Jürgen 
Kocka, “Work as a Problem in 
European History,” in Work in 
a Modern Society: The German 
Historical Experience in Com-
parative Perspective, ed. Jürgen 
Kocka (New York, 2010).

16  See Eric H. Mielants, The 
Origins of Capitalism and the 
Rise of the West (Philadelphia, 
2007); Jack Goody, Capitalism 
and Modernity: The Great Debate 
(Cambridge, 2004); Hernando 
de Soto, The Mystery of Capi-
tal: Why Capitalism Triumphs 
in the West and Fails Everywhere 
Else (New York, 2000); Rendall 
Collins, “An Asian Route to 
Capitalism,” American Sociolo-
gical Review 62 (1997): 843-
65; Maxime Rodinson, Islam et 
Capitalisme (Paris, 1966); Tim-
othy Brook and Hy V. Luong, 
Culture and Economy: The Sha-
ping of Capitalism in Eastern 
Asia (Ann Arbor, 1997); 
Yasheng Huang, Capitalism 
with Chinese Characteristics: 

 Entrepreneurship and the 
State (Cambridge, 2008); 
Irfan Habib, “Potentialities of 
Capitalistic Development 
in the Economy of Mughal 
India,” Journal of Economic 
History 29 (1969): 32-78; 
Rajnarayan Chandavarkar, 
“Industrialization in India 
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Approaches and Alterna-

tive Perspectives,” Modern 
Asian Studies 19 (1985): 
623-68; Charles S. Maier, 
“Capitalism and Territory: 
Two Scenarios for Global-
ization,” Paper delivered 
in Berlin on November 7, 
2009; Jürgen Kocka, 
“Comparison and Beyond,” 
History and Theory 
42 (2003): 39-44; Heinz 
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V.

Change is normal in capitalism and is part of its essence. It is change 
of a special kind, fi nding and creating something new while discarding 
and destroying something old. Josef Schumpeter’s description from 
1943 is famous: “The fundamental impulse that sets and keeps the 
capitalism engine in motion comes from the new consumers, goods, 
the new methods of production or transportation, the new markets, 
the new forms of industrial organization that capitalist enterprise 
creates … [This process] incessantly revolutionizes the economic 
structure from within, incessantly destroying the old one, incessantly 
creating a new one. This process of Creative Destruction is the es-
sential fact about capitalism.”17 

Under capitalist conditions, economic growth comes in cycles. Boom 
und bust phases alternate. These ups and downs are also largely 
produced from within. They are explained in diff erent ways by diff er-
ent economic theories. But they certainly have something to do with 
innovations, with rising and falling rates of returns, diff erentiated 
by branches, with expectations that fail, with over-investment and 
under-consumption, with limited knowledge and basic uncertainty, 
with the fact that in this system strategic decisions are decentralized 
and spontaneous, not centrally planned.18

But there are, now and then, particular peaks and extraordinary 
declines, euphorias and crashes, bubbles which burst and lead to 
depressions. While there are competing theoretical explanations for 
such deep crises of capitalism (by Marx, Keynes, Schumpeter, Friedman, 
and others), there is also well-developed scholarly literature describ-
ing and analyzing such crises historically and systematically, includ-
ing works by Hyman Minsky, Charles Kindleberger, Niall Ferguson, 
and, more recently, works by Carmen M. Reinhart and Kenneth S. 
Rogoff  as well as Nouriel Roubini and Stephen Mihm.19

Kindleberger began his survey of Manias, Panics, and Crashes with the 
highly speculative South Sea Bubble of 1720, in which Isaac Newton 
lost a gigantic fortune. Newton commented that he could calculate 
the motions of the heavenly bodies, but not the madness of people. 
For the period between 1810 and 1987, Kindleberger listed twenty 
such crises, thirteen of which began either in the United Kingdom or 
in the United States. All of these were basically crises that originated 
as crises of share prices, stock markets or banks, usually with deep re-
percussions on the “real economy,” that is, on production, employment, 

17  Joseph A. Schumpeter, 
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Democracy, 3rd ed. (New 
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cal Analysis of the Capitalist 
Process (New York, 1939); 
Arthur F. Burns and Wesley 
T. Mitchell, Measuring 
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Stockung, 2 vols. (Tübin-
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Cycles,” Journal of Economic 
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of Economic Perspectives 
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Crashes: A History of Financial 
Crises (New York, 1978; 
rev.ed., 1989); Ferguson, 
The Ascent of Money; 
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Kenneth S. Rogoff , This 
Time Is Diff erent: Eight Cen-
turies of Financial Folly 
(Princeton, 2009); Roubini 
and Mihm, Crisis Economics.
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and growth. There is a regular pattern: The crisis starts with the emer-
gence of new and profi table opportunities in certain branches like rail-
roads, IT, or housing; a euphoria follows, carried by the expectation of 
rising profi ts and leading to rising share prices; then comes a mania or 
bubble during which masses of investors are attracted by rising expec-
tations of easy capital gains (including some swindlers); over-trading 
occurs until some, usually insiders, begin to discover that the expected 
profi ts cannot possibly justify the now exorbitant prices of shares and 
begin to take out profi ts by selling; share prices begin to fall, many 
others stampede for the exits, and this causes the bubble to burst—
with serious to devastating consequences for those who lose property, 
for banks which default, credits which freeze, reduced trading, declin-
ing business, unemployment, and widespread distrust. 

The occurrence of this mechanism is made more likely by the avail-
ability of easy money (from various sources), certain fi nancial practices, 
reduced regulation, and perhaps government encouragement (as in 
the case of the U.S. housing market in recent decades). There are 
diff erent institutional and psychological explanations which, to my 
mind, carry the following message: One can do a great deal to make 
such crises less likely, less numerous, and less severe, particularly 
through wise legislation and careful regulation; one can also learn 
from previous crises and hope for a changing culture in the fi nancial 
part of the economy. But one cannot prevent such crises altogether, 
as long as one does not want to jeopardize the important positive 
functions the fi nancial sector performs for the whole economy. This 
body of knowledge was all but forgotten before the last crisis hit. At 
least it was largely absent from the theories, recommendations, and 
predictions of mainstream economists as well as from the expecta-
tions and considerations of most economic and political actors.20

Looking at three of these crises—those of 1873, 1929, and 2008—I 
would like to add a historical perspective to the ongoing discussion 
with two observations, in particular: one concerning the possibly 
productive consequences of such crises, and another concerning 
what might be new in the present crisis.

The international crisis of 1873 was particularly severe in Ger-
many, where it followed a tremendous boom that had been created 
by infl owing funds, reparations paid by defeated France to the 
newly established German Empire. This led to a stock market crash, 
bank failures, defl ation, and reduced business activities for several 
years. It provoked a wave of Kapitalismuskritik—public outrage over 

20  There are numerous 
attempts to account for this 
surprising blindness. Usually 
mainstream economists are 
severely criticized for having 
neglected history. This is cer-
tainly correct, although the 
study of history would have 
informed economists not 
only about long-term expe-
riences with crises according 
to relatively constant patterns 
(this is stressed by Reinhart 
and Rogoff , This Time Is Diff e-
rent), but also about what has 
changed and is new (largely 
neglected by Reinhart and 
Rogoff ). An interesting and 
self-critical account of what 
went wrong (and why) in 
mainstream economics and 
among those who gave eco-
nomic advice to government 
and corporate actors is Barry 
Eichengreen, “The Last Temp-
tation of Risk,” The National 
Interest Online (May/June 
2009 issue). On Isaac Newton 
in 1720, see John Carswell, 
The South Sea Bubble 
(Stanford, 1993), 108, quoted 
in Hartmut Berghoff , “Von 
Herdentrieben und anderen 
‘animal spirits’. Zum Verhält-
nis von Rationalität und Irra-
tionalität auf Finanzmärkten,” 
Paper delivered in Berlin, No-
vember 7, 2009.
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capitalism—usually with an antiliberal, frequently anti-Semitic 
thrust. A reshuffl  ing of the domestic political scene took place—
towards the Right. But aft er some years it also helped productive 
reactions to emerge. New forms of cooperation were invented, both 
among large industrial enterprises and between such enterprises 
and large banks; associations were organized, and there were other 
attempts towards market organization, supported by increasing 
government regulations and the beginnings of the rise of a welfare 
state in the 1880s. Later Rudolf Hilferding, the socialist theoretician, 
spoke of “organized capitalism.”21

The world depression that started in 1929 was much deeper, more 
extended, and more comprehensive than all other economic crises 
in the nineteenth and twentieth centuries. Its eff ects were, as is well 
known, to a considerable extent quite dreadful: unemployment, pov-
erty, deprivation, loss of status, social and political disorientation. 
Hitler’s move into power in Germany in 1933 had many reasons, but 
without this depression it probably would not have happened, and 
world history would have taken a diff erent course.

But there were also productive reactions. Think of Roosevelt’s New 
Deal bringing elements of the welfare state to bear on the federal 
level, institutionalizing government regulations of diff erent sorts, and 
reforming capitalism, in a way. Think, for instance, of the granting of 
new union rights, Social Security legislation, and the Glass-Steagall 
Act regulating banks (enacted in 1933 and repealed in 1999). Consider 
John Maynard Keynes, who completed his General Theory of Employ-
ment, Interest and Money in 1935. It was against the background of 
the Great Depression that Keynes developed his far-reaching policy 
recommendations, which became one basis of economic policy in 
the West during the third quarter of the twentieth century and again 
in the present. In my view, this can be seen as a positive structural 
change, although it was not without unintended consequences that 
manifested themselves in the 1970s and 1980s. One might add that 
the basic ideas of “Soziale Marktwirtschaft ,” the highly coordinated 
“Rhenish Capitalism” of the Federal Republic of Germany, also origi-
nated in the years of the Great Depression among authors like Alfred 
Müller-Armack. These were productive responses to the crisis, which, 
in this sense, served as a dynamic factor for reforming capitalism and 
generating structural change.22

Can we expect anything like this from the present crisis, which is now 
frequently referred to as the “Great Recession”? How does it compare 

21  See Hans Rosenberg, Grosse 
Depression und Bismarck-
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on und globale Perspektiven 
der sozialen Marktwirtschaft  
(Frankfurt/Main, 2006).
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to the previous crises?  The parallels between the Great Depression 
of 1929 and the Great Recession have been widely remarked upon, 
both with regard to basic underlying mechanisms and with regard 
to the depth, speed, and global scope of the crises. No doubt the de-
cline of the world’s equity markets, of international trade, and of the 
volume of industrial production, worldwide and in leading countries, 
in 2008/09 was such that it could only be compared with the crisis 
of 1929/30.23 Nevertheless, the diff erences between both crises are 
striking as well.24 Let me mention several of them.

First, there are diff erences in the initial economic conditions, among 
them the gold standard then as opposed to fl exible rates of exchange 
now and nationalist protectionism then versus low trade barriers 
now. Social legislation providing for some protection is much more 
developed now than it was in 1929/30. 

Second, a core section of capitalism has changed. There is the rise 
of what can be called “fi nance market capitalism.”25 Over the last 
decades, we have observed the continuous growth of liquid funds 
worldwide, very unequally distributed, incessantly fl oating around 
across borders, largely for speculative purposes. Over the last de-
cades, we have also observed the continuous rise of a specifi c type of 
capitalist specializing in fi nancial services and decisions: managers 
of funds, analysts, rating experts, brokers, private equity managers, 
investment bankers. Nowadays the large majority of shares, at the 
New York Stock Exchange for instance, are held by institutional 
investors, such as retirement or investment funds and banks. The 
managers of these institutions are usually professionals, globally 
oriented, with high expectations regarding returns, very competitive 
and mobile. They make crucial decisions regarding resources that 
are not owned by them but by shareholders and lenders. They accept 
high risks, but their personal liability is very limited (“moral hazard”). 
They have very indirect, mediated relations to the property they dis-
pose of. They are managers, but they speak for the owners/investors 
and their profi tability interests, which distinguishes them from the 
managers of industrial, commercial, and service fi rms. One does not 
speak any more of the regime—or the revolution—of the managers,26 
but of investor capitalism, particularly of the power of institutional 
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investors, that is, investment funds. This is the sector where “short 
termism” and speculation have reached dimensions that could not 
have been imagined in the 1920s and 1930s. Before the recent crisis, 
the turnover rate of shares at the New York stock market was more 
than 100 percent, that is, investors kept their shares less than one year 
on average, whereas fi ft y years earlier the corresponding fi gure was 
around 10 percent. This fi nance-market-related part of capitalism is 
much larger, more apart from the rest, more global, more dynamic, and 
more powerful than in the 1920s and 1930s, and it is less regulated than 
it was twenty years ago. It is particularly strong in the United States 
and Great Britain. It is an open question whether adequate forms of 
regulation can be found and implemented (against resistance). They 
would have to be of transnational, global scope. Many of the present 
political debates and fi ghts concentrate on this problem.

Third, the reactions to the crises are diff erent. In the Great Depres-
sion of the 1930s, capitalism still faced the challenge of forceful and 
hostile alternatives, communism and fascism. These alternatives, 
now discredited, have become history. In the present crisis, no clear 
alternative to capitalism has emerged or been seriously advocated. 
In contrast to the Great Depression, governments are now forcefully 
reacting with huge bailouts, stabilization programs, and countercycli-
cal stimulus packages. They have tried to avoid what are seen as the 
fateful government mistakes of the 1930s. They have learned from 
the Great Depression. They use public resources in order to rescue 
private fi rms that perform public functions and are regarded as too 
important to fail. Ben Bernanke, the chairman of the U.S. Federal 
Reserve, personifi es this learning process as an author and actor.27

On the one hand, as a consequence of this, the present crisis appears 
to have been much shorter than that of the 1930s (although the future 
is not clear). The decline of most indicators was stopped and turned 
around to the positive aft er roughly ten months, whereas it took more 
than three years before such a turnaround of economic indicators was 
achieved in the 1930s, and then rearmament was a major stimulus 
with the next war imminent. So far, the social and political conse-
quences, including unemployment, have been much less severe than 
in the 1930s. And the crisis has not triggered major political changes 
comparable to the shock waves that hit the political systems in the 
early 1930s, endangering and partly destroying democracy.28

On the other hand, in contrast to the 1930s, the accumulated public 
debt jumped from 65 percent of GNP to 78 percent in the United States 

27  See Ben Bernanke, Essays 
on the Great Depression 
(Princeton, 2000).

28  For the indicators, see 
Eichengreen/O’Rourke as 
quoted in fn. 23 above.
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in 2008-09, and from 66 percent to 73 percent in Germany. The United 
Kingdom is expected to reach a defi cit of 12-13 percent and a gross 
debt of 73 percent of GDP in 2010. Even without including Greece, 
Spain, Portugal, and Ireland in the calculation, in 2009 the Euro area 
had a fi scal defi cit of 5.2 percent and an outstanding gross debt of 81.5 
percent of GDP.29 In a way, the governments have absorbed, taken over, 
and shouldered the crisis of the markets. It is not at all clear whether 
they will fi nd ways of dealing with this burden in the future. One also 
wonders how frequently such a rescue strategy could be repeated. 
Related to this is a fi nal, perhaps most important, diff erence between 
the Great Depression of 1929 and the present crisis: a diff erence in the 
dominant attitudes vis-à-vis saving and spending.

Take the public debt—gross debt—of Germany, for instance. In the 
last year before the Great Depression, in 1928/29, it amounted to 
about 9 percent of GNP. In the last year before the present crisis, in 
2007, this fi gure amounted to 62 percent (a tremendous increase, 
even before the crisis began). Or take the United States: This country 
was the world’s largest capital exporter in 1928/29, whereas it is the 
world’s largest capital importer today. The savings rate of Americans 
(private households) was nearly 5 percent in 1930, the rate reached 
more than 10 percent in the early 1980s, but declined to zero in 
2005/07. Since some Americans are saving money, others are spend-
ing more than they have. The fi nancial strategies of the large banks 
fi t into this pattern, both in the United States and in Europe. Average 
bank capital is now equivalent to less than 10 percent, frequently less 
than 2 percent, of assets, compared to around 25 percent at the begin-
ning of the twentieth century. In other words, average leverage (the 
proportion of borrowed funds) soared. It is known that tremendously 
high rates of leverage are one of the aggravating factors in the present 
crisis. The high leverages resulted from the fact that huge returns 
were not reinvested but distributed to shareholders.30

Taken together, the huge public debts, the soaring leverages, and the 
declining saving rates of households are indicative of a basic change 
that Ralf Dahrendorf, in one of his last essays, described as the 
problematic change from Sparkapitalismus to Pumpkapitalismus—a 
move from savings capitalism to the capitalism of easy credit. The 
reasons for this change are manifold. They include the rise of con-
sumer capitalism, which, in other respects, has strengthened the 
legitimacy and acceptance of capitalism, provided a great deal to 
the people (not just to the elites), and helped to defeat communism 

29  See http://de.wikipedia.org/
wiki/Staatsverschuldung#Inter-
nationaler Vergleich; The 
Wallstreet Journal, May 7-9, 
2010, p. 2.

30  Deutsche Bundesbank, Deut-
sches Geld- und Bankwesen in 
Zahlen 1876-1975 (Frankfurt, 
1976), 4, 313; Sinn, Kasino-
Kapitalismus, 33; Ferguson, 
Ascent of Money, 258.
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in the second half of the twentieth century. The tension between 
the need to save—that is, to defer gratifi cation to the future—and 
the need to spend for consumption in the present in order to thrive 
was already analyzed in Daniel Bell’s The Cultural Contradictions of 
Capitalism (1976). In the meantime, this tension has intensifi ed. It 
may, indeed, be a problem not only of capitalism, but of our culture 
at large in the wealthy countries of the West.31

John Maynard Keynes was fundamentally critical of too much sav-
ing. He wrote a great deal about how to spend more than one earns, 
at least in bad years. And in the long run, he said, we all are dead, 
anyway.32 If he were writing today, he would probably write more 
about what to do in order to counter the trend and to sometimes 
spend less than one earns. And he might be more concerned about 
the future.

VI.

In other words, historical analysis suggests that a simple return 
to Keynesianism will be neither possible nor suffi  cient. Will there 
be productive answers to the recent crisis and basic reforms of the 
capitalist system like those that occurred aft er the crises of 1873 and 
1929? Instead of attempting to give a speculative answer, I would like 
to conclude by drawing attention to the importance of noneconomic 
contexts. A closer analysis would show that in both cases (1873 and 
1929) it was not the capitalist economy per se, but the interplay be-
tween the capitalist crisis, strong waves of Kapitalismuskritik, and 
political actions based on social mobilization that generated partial 
solutions to basic problems and led to structural reforms. The central 
topics of Kapitalismuskritik in Western countries changed over time: 
In the late nineteenth century, the central issues were opposition to 
capitalist exploitation at the workplace and the underprivileged status 
of labor; in the crisis of the 1930s, protest against unemployment 
and destitution took center stage; and during the decades of the Cold 
War, the confrontation with the challenge of communism repeatedly 
exposed the dark sides of capitalism and increased the infl uence of 
those who advocated reform. The history of Kapitalismuskritik is as 
old and as important as the history of capitalism itself,33 and it has 
to be fully taken into account if one wants to understand the social 
and cultural meanings of capitalism and the mechanisms through 
which crises and reforms of capitalism were interconnected, usually 
in interdependent processes of intellectual criticism, the formation 
of public opinion, social mobilization, and political confl ict. In this 

31  Ralf Dahrendorf, “Nach der 
Krise: Zurück zur Prote-
stantischen Ethik?,” Merkur 
720 (2009): 373-81; now 
available in English trans-
lation as “Aft er the Crisis: 
Back to the Protestant 
Ethic? Six Critical Obser-
vations,” Max Weber Stu-
dies 10.1 (2010): 11-21; 
Daniel Bell, The Cultural 
Contradictions of Capitalism 
(New York, 1979); John 
Brewer and Frank Trent-
mann, eds., Consuming 
Cultures, Global 
Perspectives, Historical 
Trajectories, Transnational 
Exchanges (Oxford, 2006); 
Heinz-Gerhard Haupt 
and Claudius Torp, eds., 
Die Konsumgesellschaft  in 
Deutschland 1890-1990: 
Ein Handbuch (Frankfurt, 
2009).

32  John Maynard Keynes, 
Tract on Monetary Reform 
(London, 1923), 80. On 
why a skeptical attitude 
towards saving was cen-
tral for Keynes, see Roger 
Opie, “The Political Conse-
quences of Lord Keynes,” 
in Keynes: Aspects of the 
Man and His Work, ed. D. E. 
Moggridge (New York, 
1974), 75-90, 78f.

33  See Boltanski and Chia-
pello, The New Spirit of 
Capitalism: The authors 
stress “capitalism’s ability 
to assimilate critique.” 
Johannes Berger, “Kapita-
lismusanalyse und Kapita-
lismuskritik,” in Handbuch 
der Wirtschaft s soziologie, 
ed. Maurer, 363-381, esp. 
372ff .; Rolf Eickelpasch 
et al., eds., Metamorpho-
sen des Kapitalismus – und 
seiner Kritik (Wiesbaden, 
2008).
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sense, the history of capitalism is never just a matter of economic 
history, but of social, cultural, and political history as well.34

At the present time, aft er the collapse of socialist-communist alterna-
tives in the late twentieth century, fundamental criticism of capitalism 
is relatively weak. Nowadays Kapitalismuskritik no longer focuses on 
the threat of pauperization (Verelendung), alienation at the work place, 
the destitution of labor, or the allegedly antidemocratic or even “fascist” 
potentials of capitalism. Instead, it focuses on increasing inequality, 
permanent insecurity, and the relentless pressure for change that is 
produced and required by capitalism. Capitalism is also challenged with 
regard to its compulsive reliance on permanent growth and expansion, 
which tend to erode and destroy the natural resources (environment, 
climate) and the cultural conditions (solidarity, meaning) that civiliza-
tions, including their economies, need for their long-term survival.35 
Whether these types of discontent with capitalism will be strong enough 
and whether the political system—on a global level—will be responsive 
enough to generate another round of basic reforms of capitalism in 
response to the recent, threatening crises remains to be seen.

Noneconomic contexts are of utmost importance if one wants to 
understand the history of capitalism as an economic system. On the 
one hand, it is clearly necessary to examine social relations, culture, 
mentalities, religion, and political power in order to comprehend why 
and how capitalism emerged in certain areas and periods (and not in 
others).36 On the other hand, it is equally indispensable to investigate 
the political, social, and cultural “embeddedness” of advanced forms 
of capitalism37 in order to understand why and how capitalist econo-
mies survive or fail. Finally, we need to explore the changing relations 
between capitalist economies, democratic or authoritarian polities, 
moral values, social community, and citizenship, as well as war and 
peace, in order to elucidate what Max Weber called the Kulturbedeutung 
of capitalism—its place and meaning in history.38

Jürgen Kocka taught modern history at the University of Bielefeld and the Free 
University of Berlin from 1973 to 2009. He is Senior Advisor to the International 
Research Center “Work and Human Life Cycle in Global History” at the Humboldt 
University Berlin and Senior Fellow of the Center for Research on Contemporary 
History Potsdam. As a Visiting Professor he teaches regularly at the University of 
California Los Angeles. His recent publications include: Civil Society and Dictator-
ship in Modern German History (Hanover/London, 2010); Comparative and Trans-
national History: Central European Approaches and New Perspectives (edited with 
Heinz Gerhard Haupt; New York/London, 2009). 

34  The concept of “capitalism” 
invites such a multidimen-
sional analysis. This is a strong 
argument in favor of using the 
concept instead of concepts 
like “market economy.”

35  The locus classicus for this 
type of analysis remains the 
oeuvre of Karl Marx, reinter-
preted by Joseph Schumpeter.

36  In spite of devastating em-
pirical criticism, Max Weber’s 
essay on the relation between 
the Protestant ethic and the 
spirit of capitalism remains 
a para digmatic treatment of 
this problematique. See Max 
Weber, The Protestant Ethic and 
the ‘Spirit’ of Capitalism (New 
York, 2002).

37  See Karl Polanyi, The Great 
Transformation (1944), 
(Boston, 1957), Ch. 7; see 
also the sympathetic use of 
Polanyi’s seminal work in 
Streeck, Re-Forming Capita-
lism, 247-253. Polanyi’s idea 
of “embeddedness” is useful 
whereas the main thesis of 
his book about the relation 
between a relatively harmo-
nious pre-capitalist past and 
the “satanic mills” of a dis-
embedded capitalist moder-
nity is rather misleading.

38  See the program (Geleitwort) 
of the journal Archiv für Sozi-
alwissenschaft  und Sozialpo-
litik, new ser. 1 (1904), I-VII, 
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editors Werner Sombart, Max 
Weber, and Edgar Jaff é).

24   BULLETIN OF THE GHI | 47 | FALL 2010




