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<< Ei\mai oJ piov dustucismevno~ a[nqrwpo~. Cwriv~ nav tov qevlw, 
katevstreya thvn cwvra mou.  {Ena megavlo biomhcanikov e[qno~ 
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The Delusion and Deceit of the Global “Laissez-faire” System   
 
 

Abstract 

 

The purpose of this brief work is to make a few remarks on our global “laissez-faire” economic 
system, which caused the latest “planned” and prospective problems to the U.S. and 
consequently to all economies of the world, due to the inhumane globalization. The global 
uncertainty has increased the price of gold and the U.S. debts and deficits have caused the 
depreciation of the dollar, which with the help of speculators have heightened the price of oil and 
created a number of bubbles. The deregulation in financial markets and institutions and the easy 
money policy had increased lending, corruption, speculation, prices in financial and real assets 
(even in food) and had caused these enormous bubbles, which some people (the world 
planners=“the wise men”) burst them in 2008 and created the worst financial crisis, following by 
the first most severe recession (depression) in the 21st century. This moral and political crisis, in 
the western free-market economies, led them (especially Euro-zone) into the recent and 
continued deep recessions, enormous unemployment, annihilation of their wealth, complete 
distrust for the financial markets and governments; some nations are closed to bankruptcies and 
have lost their sovereignty, and a new cold war appeared. Hence, the delusion and deceit that we 
adopted the last thirty years lead us to an absolutely uncertain future with these interdependent 
nations, which the world “leaders” (followers) accepted without any resistance. 
  
 

Prologue 

 

 The planned “irrational exuberance” (a[logo~ eujrwstiva h[ paravlogo~ uJperafqoniva) 
is over after three decades of deregulations, wastefulness, greediness, corruption, and enormous 
liquidity in our “laissez-faire” system. But its negative consequences were expected because the 
economy and markets were too good to be true. We were living a big delusion (the deceived 

planet = oJ peplanhmevno~ planhvth~) and this deceit is over. The economic and social 
indicators reveal that the U.S. from a moral, ethical, and just superpower is becoming less and 
less competitive and less friendly with the rest of the world.1 European Union (the forced 
integration of 27 nations, without referenda), with its debt crises and the common currency, is the 
worst “innovation” in human history.2 It is a mixture of twenty seven nations without domestic 
public policies, without self-determination, without sovereignty, and of course, without any 
future.3  All these strange evolutions have increase the global uncertainty, have reduced 

                                                 
1 The U.S.A. was the biggest economic power in the world and is declining daily. Greece was the biggest spiritual 
power on earth and is descending daily. We must grieve for the plight of these two nations and some people are 
responsible for this. The problem must be the bad and controlled leadership in these two “model” nations. 
2 The ECB occupies a gleaming thirty-seven-story skyscraper in Frankfurt’s financial district and its objective is to 
avoid another intra-European war and to rival the United States. Both the Fed and ECB were structured as political 
compromises. The Fed has only one set of elected politicians to cope with; the ECB has at the moment seventeen 
(17 EMU country-members). The legal mandate is for the first to maximize employment and price stability; for the 
second is to resist inflation. Both central banks are designed to be independent, but they are not. Both concentrate on 
the same intermediate objectives: credit and liquidity. The central banks can create money (“printing money”, which 
is electronic) by increasing their federal debt holdings. 
3 For example, in EU, 73.8% are against privatization, 80.9% are against Turkey’s entrance to EU, 83.6% are against 
Euro-constitution (Treaty of Lisbon), 71.6% want to go back to their previous national currencies, 71.5% of Greeks 
are in favor of vetoing Skopje’s (Vardarska’s) entrance to NATO and EU; Europeans are against the independence 
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production in the West, have caused unemployment in EU4 and the U.S., have reduced 
competitiveness, and have augment anxiety and health problems (mental and physical) to 
citizens. The current fiscal austerity, imposed by the EU and IMF,5 will make the recession even 
deeper.6 The free-market system has failed and needs more government regulation and better 
corporate governance. The government had to bailout a corrupted financial system, even when 
the federal deficit and the national debt are astronomical.7 But, it had no other option, except to 
“rob responsible Americans and pay the robbers of the financial market”.8 Then, what are the 
social benefits? Why we need these global changes and “evolutions”, which are against 
humanity? The current financial crisis (with a combination of large failures, costly bailouts, and 
deep recessions) might be able to change the perception of the social welfare effects of the thirty 
years of deregulation. The Fed was instructed by Congress in 1977 to aim at “maximum 
employment” and “stable prices”, but it cares for price stability (Bernanke considers inflation 
target), to reduce inflation premium and keep low interest rates, which benefit the financial 
market.9 Can we continue to hope with the current leadership? 
 
 

The Delusions of our Deceitful Free-Market System 

 

 The current financial crisis had its origin (had been generated by the institutions; mainly, 
the investment banks) in the U.S. housing market. And this anticipated financial crisis10 together 
with the high debts and prices of energy and food (due to our lack of production and dependency 
on imports) brought the economy to a deep recession (severe unemployment). We were living in 
a big delusion for more than thirty years, believing that the free-market system is self-regulated 
(“the invisible hand”)11 and philosophically, the best one. But, the failure of these unregulated 
large financial institutions increased the systemic [global systematic (markets)] risk and harmed 
other financial firms and finally, the real sector of the economy.12  Another important type of risk 

                                                                                                                                                             
of Kosovo, and 86.1% of Greeks are against the marriage of homosexuals. (e-grammes.gr., different polls). 
Europeans are actually against this “anti-European creature”, the EU.  
4 The main reason, for unemployment in Europe, is the illegal and uncontrolled immigration and also, the free 
mobility of factors, products, and services. Of course lately, the debt crisis and the austerity measures have 
deteriorated the problem. Europe is in trouble to lose its thousands years old identity. 
5 The IMF Managing Director, Dominique Strauss-Kahn had some inside information regarding our global free-
market system, but he was arrested in the New York City and charged with sexual assault in May 2011. See, 

<<Miva Neva  jEkdochv giav thvn  JUpovqesh Strov~ Kavn>>, May 10, 2011.  
6 President Barak Obama worried about these austerities that the fragile world economy could slip back into 
recession as in the 1930s. He urged the G-20 leaders to continue some level of stimulative spending. (The Wall 

Street Journal, June 22, 2010, pp. A1 and A9). Also, he asked Merkel to help Greece to avoid bankruptcy. 
Netanyahu (Prime Minister of Israel) asked Europe to support Greece, too. (TV News ERT, June 3, 2011).   
7 The U.S. budget deficit for the 2008 was $455 billion and the national debt was $10,311 billion on October 15, 
2008 and for the 2009 the deficit became $1,600 billion (11.2% of GDP); on October 29, 2009 the debt became 
$11,897 billion (91.42% of GDP). Now (June 13, 2011), the ND was $14,360 billion (106.83% of the GDP). See, 
Economagic.com. Thus, the U.S. cannot become a member of the EMU. But, the worst for the country and its 
citizens is the total debt (public plus private), which is $156.2 trillion (1,162.04% of the GDP). 
8 Dr. Shannon Grimes in Tahlequah Daily Press, September 25, 2008. 
9 The ECB, the Bank of England, and the Bank of Japan have only one explicit goal: price stability. See, Wessel 
(2009, p. 86). 
10 See, Kallianiotis (2004a and b), where he had mentioned about the oncoming crisis since 2003. 
11 But, we never asked the questions; whose hand is this? Now, we know who those “criminals” were that had these 
long hands and they robed the poor citizens and their nations’ public wealth. 
12 Bullard, Neely, and Wheelock (2009) call this risk as “systemic risk” (=the possibility that a triggering event, such 
as the failure of an individual firm, will seriously impair other firms or markets and harm the broader economy). 
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to the financial system has been the “counterparty risk”, which is the danger that a party to a 
financial contract will fail to live up to its obligations. Counterparty risk exists in large part 
because of asymmetric information. Individuals and firms know more about their own financial 
conditions and prospects than do other individuals, firms, and investors (i.e., investment banks 
that deal in complex financial contracts and toxic derivatives face an enormous risk, which its 
nature is not obvious).   
 This latest lack of liquidity has negative, but rarely positive effects. One of the positive 
effects was that speculators using borrowed money were being forced out of the market.13 The 
problem with our speculators has been created with the margin requirements, which is only 50%. 
To avoid this tremendous market risk, the margin requirements must be 100%. Regulation T of 
the Federal Reserve Board has to be revised. Also, the SEC must prohibit the short-selling.14 The 
anti-trust laws must be imposed on every firm. They cannot become giants and then, the 
Treasury and the Fed have to bail them out with our money (tax payers’ money). An increase 
oversight of the Treasury and the Fed is needed, speculation must be curbed, and futures market 
has to be regulated because they affect the spot market with their outrageous scenarios and price 
manipulations. CEO salaries are provocative for our welfare and just societies; then, limits on 
executive pay are necessary. What is the marginal product of an executive and is compensated 
with $240 million per year? Inside traders have to be controlled and punished harshly.15 
Transparency and accountability for mortgage-fraud or other greedy actions by executives is 
important for the public to start trusting the markets. Investment banks and exotic types of 
financial instruments must be regulated, as the other financial institutions.  
 In addition, countries have to be self-sufficient (even exercising protectionism for their 
domestic industries),16 promoting, first, the primary sector (agriculture), second, the secondary 
one (manufacture), and lastly, the tertiary sector (services). An economy (state) specializing only 
in services has no future. The country must produce more goods and services than are needed for 
domestic consumption and export the excess production. The nation has to have a high saving 
rate, too (25% of the disposable income), which will be invested domestically. The financial 
markets and the entire economy have to be controlled and every firm must comply with the 
socially imposed constraints. The ultimate objective of a country is maximization of its social 
welfare (minimization of the loss to society). We need a worldwide governmental intervention to 
support and regulate national banking systems and national investment banks, after the 
disappearance of all five international oligopolistic U.S. investment banks.17 We need a value 

                                                 
13 The Wall Street Journal, September 17, 2008, pp. A1and A16. 
14 The effort to quash short selling gained global momentum, as Australia, Taiwan, and the Netherlands announced 
restrictions. (The Wall Street Journal, September 22, 2008, pp. A1and C1). In the U.S. most market participants are 
against changing these rules on exotic types of financial instruments. Morgan Stanley CEO, John Mack, went on the 
offensive, lobbying for intervention and rule changes targeting short selling. (The Wall Street Journal, September 
19, 2008, pp. A1and C3). One day later, the SEC said it will revise newly issued rules to curb short-selling, a move 
that caught participants off guard and prompted criticism. Nothing can be changed in the U.S. financial markets 
because today regulators were working for the financial market yesterday and this is their mentality, “free-market” 
and let the government find solutions for the country and the citizens (greediness and selfishness). (The Wall Street 

Journal, September 23, 2008, pp. A1and A3). 
15 See, Jenny Strasburg, Aaron Lucchetti, and Jean Eaglesham, “Inside Trader at NASDAQ Had Drug-Abuse 
Record”, The Wall Street Journal, June 10, 2011, pp. A1 and A12. 
16 Mexico said it will slap tariffs on 90 U.S. products after the U.S. thwarted a program that allowed Mexican trucks 
to transport cargo into the U.S. See, The Wall Street Journal, March 17, 2009, pp. A1and A12. 

17 New York’s Lehman Brothers filed for bankruptcy; Merrill Lynch and Bear Stearns were bought by Bank of 
America and JP Morgan Chase, while Goldman Sachs Group and Morgan Stanley – formerly the two largest 
investment banks – restructured themselves into bank holding companies. (Minneapolis/St. Paul Business Journal, 
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oriented (traditional) educational system and some moral and ethical (patriotic) leaderships in 
our sovereign nations. 
 

Epilogue and Concluding Remarks 

 

 Lastly, the U.S. economy has two major problems; overconsumption (underproduction 
and waste of resources) and lack of savings (dis-saving and borrowing or spendthrift18). The rest 
of the world follows the U.S. culture (cultural imperialism). These cause current account deficits 
and capital account surpluses, which devaluate the U.S. dollar and affect the financial markets, 
the interest rates, the national debt, the oil prices, the inflation, the employment, the growth, and 
the future prospects of the nation. We must learn that we cannot live beyond our means 
indefinitely. Actually, we have created a vicious cycle in the economy. This latest “planned” 
crisis started with high energy prices, it continued with a deteriorating housing sector, it followed 
with an ill-functioning financial market, it persisted with high taxes and reduction in wages and 
salaries, it reached a slowing consumer and business spending, and it ended to a severe recession 
(the first depression of the 21st century). In addition, Sachs (2008) said that “the United States 
should approach its foreign policy using ‘sustainable-development logic’ rather than relying on 
‘militarized, us-versus-them, extremist-fundamentalism logic’”. Without an investment in 
sustainable development, without an increase in domestic production and reduction in imports, 
and without a pro-Americans policy, the U.S. will lose the competitiveness race. The same holds 
for every nation; the domestic policies must be in favor of the citizens of the country. The global 
uncertainty, the deregulation of financial markets, the private monopolists (no one respects the 
anti-trust laws anymore), the corruption in business and politics, the illegal migration, and the 
other domestic problems, due to globalization and integration are going to change our economic 
system (many economic laws do not hold anymore and we have to bail out all these 
untrustworthy businesses) to “glob-onomics” or “shock-onomics”; which actually started from 
Europe with the unpatriotic “integr-onomics”. The only prediction that we can do for the future, 
after the latest worst global recession,19 is that this current value-neutral economic system will be 
the last in our socio-economic history, except if we will decide to go back to a value oriented 

                                                                                                                                                             
October 21, 2008). The realignment created a new top list of largest investment banks - which is now led by St. 
Petersburg, Fla.-based Raymond James Financial. Jefferies & Co. is the second-largest firm now, followed by 
Greenhill & Co. (No. 3) and Keefe Bruyettte & Woods (No.4). Citigroup is a U.S. holding company formed in 
1998 from the merger of Citicorp (itself a holding company incorporated in 1967) and Travelers Group, Inc. The 
$70 billion merger included one of the largest U.S. investment banks, Salomon Smith Barney Inc., and aimed at 
creating a global retail financial-services business. Citicorp, whose lineage can be traced to the First Bank of the 
United States, was noteworthy for its pioneering installation of automated teller machines throughout its branch 
offices in the 1970s. Before its merger with Travelers Group, Inc., Citicorp was the largest U.S. bank and one of the 
largest financial companies in the world, with about 3,000 branch offices worldwide. In 1988, when Credit Suisse 
took control of First Boston, the First Boston brand retained a prominent positioning as the investment banking 
operation was dubbed CS First Boston. In the mid 1990s, Credit Suisse initiated a comprehensive rebranding of First 
Boston in the United States. The CS First Boston investment bank was rebranded Credit Suisse First Boston, or 
"CSFB", worldwide. The terms Credit Suisse First Boston and CSFB are generally used to refer to the global 
investment bank, and not only the original London franchise. Credit Suisse retired the “First Boston” name from its 
investment banking business worldwide on January 16, 2006 in order to “allow Credit Suisse to communicate as an 
integrated organization to clients, employees and shareholders.” 

18 See Kallianiotis (2007). 
19 We have to do something to right the sinking ship of the economy (as opposed to the Republican plan of letting it 
fix itself with a few tax cuts). The first priority are humans (citizens of the country) and then the other secondary 
objectives (economic philosophies, international obligations, allies, agreements, etc.). 
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system. These corrupted people in financial markets needs some knowledge in value-oriented 
welfare economics and business ethics.20 The current crisis was not an economic one, but a 
moral and political crisis, which was expected by every prudent person after all these intentional 
“mistakes” that were made since 1960s. Our generation will never trust the free-market (“laissez-
faire”) economic system again, after of all these assets, wealth, and jobs that have been lost the 
last four years. But, we expect some benefits because people will turn back to God!   
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