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Capitalism Evolution and Changes
Part 1: Definition
Paul Bowles defines capitalism as an economic system based upon three characteristics which include market, private ownership, and property. The markets and the private owners are dependent on the pursuit of profit which is regarded to be the driving force. Private ownership as an element in capitalism is perceived to be a right to use and sell assets as well having the rights to the income generated through the assets. Based on this definition, Bowles (2015) infers that the presence of privately owned companies qualifies an economy to be capitalist. As for the markets, they entail the buying and selling of goods through voluntary exchange. Therefore, the three elements are imperative for capitalism as an abstract system at least based on Bowles analysis.
Pros and Cons of Capitalism
Based on this definition and other concepts Bowles presents in the book, we can deduce some of the pros and cons of capitalism. Perhaps, one of the significant advantages of capitalism is that it promotes a certain level of freedom in aspects such as pricing. For instance, the pricing of goods in a capitalist economy is based on the demand and supply of the products. Buyers have the freedom to choose the goods and services that best meet their needs. This level of freedom also solves the coordination problem by the use of markets. Notably, the interactions between the buyers and the sellers are important while determining the prices of goods. Also, freedom is evident from the fact that the government does not interfere with a firm’s operations especially in the pricing of goods. Another advantage of capitalism is driving innovation (Bowles, 2015). By encouraging an entrepreneurial spirit among individuals and the existence of private profits, capitalism provides an incentive for the production of new goods and new approaches to the production of existing goods. Furthermore, the firm’s ability to produce goods in mass production lies in innovation which is possible in a capitalist economy. Capitalism also creates a decentralized economy where people are given various options in business. This encourages competition in the market which is important regarding economic growth. Capitalism also contributes to meeting environmental objectives (Bowles, 2015). Capitalism proponents argue that goods are likely to be produced using the minimum level of inputs. This is attributed to the fact that profits are the driving force for capitalism. Consequently, the use of natural resources in the production of goods will reduce.
Despite these advantages, capitalism also has its downside. Based on the fact that profit is the driving force in a capitalist economy, it creates a money-oriented economy. For instance, businesses tend to focus too much on making profits that they forget an individual’s needs. In essence, the goods offered by businesses in the market are produced with profits in mind instead of their customers’ needs. Based on the arguments against capitalism that Bowles presents, it is evident that to some extent, capitalism causes inequality. The aspect of inequality manifests in the form of income distribution. Also, Bowles (2015) suggests that taxation may be a factor of inequality especially in instances of high taxation rates that discourage people in the economy from pursuing entrepreneurship.
Part 2: Evolution and Changes in Capitalism
Capitalism first began in Britain before spreading to other European countries. The concept of a waged worker is what resulted in the emergence of capitalism. As a result, there was a significant transition from merchants who accumulated wealth through trade to a capitalist who was a person who accumulated wealth from control or ownership through the means of production. At this stage, new methods of production were introduced during this period. Furthermore, new social classes emerged following the introduction of waged workers (Bowles, 2015). In Britain, the enclosure movement was created by an urban proletariat resulting in the removal of peasants from land and the introduction of the factory system.
The spread of capitalism in other countries slowed down as a result of the prolonged depression in European countries that took place in 1873-1890. The depression had detrimental effects on the countries’ economies following bank failures and the stock market crashes. These financial crises also caused great social unrests among the capitalists. Consequently, the expansion of capitalism during this period was accompanied by the financial crisis which quickly spread among the rising capitalist powers. In response, most industries sought to form cartels to protect themselves from market competition. It was also during this period that imperial powers such as France, Britain, and Germany drew and redrew maps of the world with the intention of conquering other countries. It is through this that capitalism spread in the colonized countries as production was centered on international firms. It was also done under the ideology of civilization and free trade. However, in 1930, the US stock market was crippled by the great depression which later affected other countries. From this, it is evident that even though capitalism spread in other countries since its origin, it was plagued with bank crisis and unstable stock markets in 1870-1945. Thus, many people experienced economic hardships except for the middle class who excelled at the expense of others.
Capitalism After 1945
As observed from the readings capitalism is something that changes over time. Therefore, capitalism that took place in the early 1800’s to 1945 is different from the one post-1945. Kaletsky (2011) differentiates capitalism during this period by identifying capitalism pre-1945 as capitalism 1.0 and that post-1945 as capitalism 2.2. However, preceding capitalism 2.2 was capitalism 2.0 and 2.1. According to Keletsky (2011), capitalism 2.2 took place in 1946-1969, and it was regarded as the Keynesian Golden age. On the other hand, capitalism 2.3 took place in 1970-1980, and high inflation rates and energy crisis characterized it.
Part 3: Opinion
Bowles and Kaletsky concepts in their books suggest that capitalism is a phenomenon that evolves with time. From capitalism1.0 where the discovery of the miracle of markets took place. Markets were also regarded to be the heart of capitalism 1.0 which is dated back to 1776-1815. Afterward, came capitalism 1.1, capitalism 1.2, and capitalism 1.3 and 1.4. Notably, capitalism 1.3 was characterized by the second industrial revolution while capitalism 1.4 was when capitalism came close to disintegration. In the 1930’s capitalism2.0 emerged. It led to the discovery that markets are not self-stabilizing nor self-regulating (Kaletsky,2011). The subsequent capitalism 2.1 had a lot of financial crisis due to weak regulations on the financial institutions. From this, we can deduce that capitalism as a concept since its origin and the evolution over time has been characterized by a lot of instability attributed to the financial crisis in the 1930’s and 1980’s.
Moving forward, I believe it is imperative that we look into the fundamental problems that exist in today’s world economy to prevent capitalism from being affected by similar cases of the financial crisis in the future. Therefore, to have a capitalist economy which the advantages outweigh the disadvantages, we need the type of capitalism that matches the current rules used in international trade as well as the current state in globalization and technology. This is the only way that we can get a capitalist economy free from inequality and financial crisis.
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