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ABSTRACT 

 

In the January 2009 issue of Vanity Fair magazine, Joseph E. Stiglitz reminds us in 

his article, “Capitalist Fools”, that any debate about future policy direction 

necessarily involves a debate over the past, and that to successfully remedy what 

ails our economy will require an accurate assessment of what created the crisis.  

Stiglitz identifies five key decisions made between 1987 and 2008 by Presidents 

Reagan, Clinton, and Bush II that cascaded to create the inevitable “system failure” 

that led to today’s circumstances.  

 

He explains the effects of each decision, both intended and unintended, illustrating 

how flawed incentive structures and inadequate regulation bent human behavior 

toward short-term self-interest, rather than towards Tocqueville’s “self interest rightly 

understood.” Even Alan Greenspan now agrees that to believe markets are self-

adjusting and that the role of government should be minimal is “a flaw.”  
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