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KnioueBble cnoBa: focydapcmeo, HO8AA 3KOHOMUKA, HOOHOMUKG, MexHosno2u4ye-
CKUl yKnao, pbIHOYHOE peaynuposaHue, obuecmeeHHas noae3Hocms, noaumuye-
CKOA 3KOHOMUS.

PaclwupeHHas aHHOTauuMsA CTaTbU HA PYCCKOM fi3blke?

KanuTtanuctnueckaa mmp-cuctema pabotana Bano nocne Benunkoi peueccumn 2008-
2009 ropos. Kpome TOro, MMpoBasa rereMoHUA «BbICOKOPA3BUTbIX KAMUTA/IMCTUYECKUX
CTPaH», HAXOAALLMXCA NOA IKOHOMUYECKUM, NMOANTUYECKMM N BOEHHbIM PYKOBOACTBOM
CLUA, npogonrana ocnabesaTtb, NpUyYem YCKOPEHHbIMU TEMMAaMK B TeYeHMe NocneaHero
pecatmnetma. B xoge scex 2010-x MMpPOBAA KanUTAanMUCTUYECKaA CMCTEeMA Hadasa OTKa-
3bIBaTbCA OT Mpoueayp W naeonorum Heonmbepanmama u paspabatbiBaTb HOBYHO Kanu-
Ta/IMCTUYECKYHO CTPYKTYPY W COOTBETCTBYIOLLYHO MAEON0MMI0, YTOObI Fy6oKo TpaHchop-
MWPOBATb CBOWU onepaumu, aHaNOrMYHO TOMY, YTO OHa aenana B 1930-x n 1970-x rogax.
MwupoBaa naHgemmnsa COVID-2019 ewe 6onblue yckopuna aToT npouecc. OagHON U3 BaxK-
HbIX YacTel 3TON TpaHCPOPMALMKM CTaN NPOLECC OTKa3a OT HeoMbepanbHON UAE0N0TUN
KPUTUKM «IKOHOMMYECKOWN AeATE/IbHOCTM MPaBUTEIbCTBA» U MOBTOPHOIO NPUHATUA UAE0-
JIOTUM, OTKPBITO NPU3HAOLLLENM FOCYAAPCTBEHHYH SKOHOMMUYECKYIO AEATENIbHOCTb 11060r0
TMMA, OLEHMBAEMOro NPABUTENbCTBOM NONE3HbIM ANA KanuTanm3ma.

OcobeHHO BaXKHOM 4YacCTblO PACLIMPEHHOM 3KOHOMMYECKOW AeATeIbHOCTU MpaBu-
TeNbCTBA B HOBOWM popme KanuTannama byaeT paclumpeHHoe naaHuMpoBaHue. Kanuta-
JINCTUYECKOE roCYapCTBEHHOE NIaHMPOBAHME COCTOUT B yNpaBaeHUM paboTon Kanuta-
JNINCTUYECKMX KPYroobopoToB KanuTana (Anbo nytem MsmeHeHua CTUMYN0B, MO0 nyTem
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NPAMOro Nnopy4yeHusa) B COOTBETCTBUM C KaNUTAZMCTUUYECKOWN LEeNbio U3B/IeYEeHUA NpU-
6blN: camopaclMpPeHNEM M HaKOMNJEHMEM KanuTana. YUnTblBas, 4YTo Le/b KanuTaam-
CTUYECKOro rocyaapCTBEHHOrO NIAHMPOBAHMA U LLeNb NPOM3BOACTBA CAMOro Kanutana
O4MHAKOBbI, BOMPEKN NAEONOTUYECKMM NPETEH3UAM Heonmnbepannsma, HET HUKAKOTO
NPOTMBOPEUMNA MeEXKAY (KannUTanncTM4eckMm) N1aHMPOBAHMEM U KanuTaanaMom. KeiH-
CMAHCKOe ynpaB/ieHne CNPoCoM BCeraa NPMHUMAN0Cb Heonmbepanmamom, KaKk U KemH-
CMAHCKMM KanUTanM3mMOM, XOTA Y NOC/AeAHEro 3T0 MU3SMEHUIOCb MO CPaBHEHMUIO ¢ bonee
PaHHUM KEMHCUMAHCKMM Kanutanuamom u, 6e3ycnoBHO, CHOBA M3MEHUTCA NPU HOBOW
dbopme Kanutanmsama. bonee nopasuTenbHbIM ABNAETCA BO3BpPaLLEHME K aKagemuye-
CKOM M NOANTUYECKOWN pecnekTabenbHOCTU NPOMBbIWIEHHON NOAUTUKN U CTPEMUTENb-
HOe NOBTOPHOE MCMOJIb30BaHWE ee B HOBbIX POPMAX, COOTBETCTBYHOLLMX KaNUTannU3Mmy,
KOTOpble NPOUCXOAAT CEeroAHs.

Y710 KacaeTca BbIxo4a 3a Npeaenbl KanuTannusma, naaHMpoBaHue Bceraa Hbiio He-
NPeMeHHbIM YC/IOBMEM COLMANAN3MA, M MO3TOMY COLMANBbHOE MpPU3HaHWEe TOro, 4To
9KOHOMMYECKOE M/IAHMPOBAHME eCTEeCTBEHHO, eCTb NMONOXKMUTENbHbIM War B npouecce
BbIXO4A 33 Npeaenbl Kanutaamama. lnaHupoBaHWe Npu COuMaNN3Me HanpaBaseTcaA
N ocyliectsnAeTcA ObOLLEeCcTBOM C LeNbio NOALEPXKKN U coaencTBua 61arococToaHMIo
M pa3BuUTUIO YenoBeKa. ChegoBaTtenbHO, cywecTsyeT GyHAAMEHTabHOE NpoTUBOpeyme
MeXAYy COLUMANUCTUYECKUM NAaHUPOBAHMEM U PaboTOM KanUTANUCTUYECKUX KPYroo-
60pOTOB KanuTana, NOCKONbKY UX LENU PA3/IMYHbI. ITO OTHOCUTCA HE TO/IbKO K 0C060
BApBapCKMM Popmam KanmTasnsma, TaKMM Kak Heonnbepannsm, HO U K ero meHee
arpeccuBHbIM popMam C 0bLWNPHOW ceTbio 6e30NacHOCTM U/UAN 3HAYUTENbHbIM Nepe-
pacnpeaeneHmem npubbinv, TaKUM KaK couMan-geMoKpaTusa, KoTopaa CyLLecTBOBasa
B CeBepHoii EBpone B 1960-x 1 1970-x, 1 60NbLLIMHCTBO COBPEMEHHbIX MOAeNen, Hasbl-
BAEMbIX «PbIHOYHbIM COLLUATUZIMOM.

BonpeKkn NoXXHOMY OTOXAECTBNEHUIO PbIHKA M KanuTaain3ma CO CTOPOHbI MHOTUX
CTOPOHHMKOB NPOEKTA MOCTPOEHUA COLMANM3MA B 4,BaALATOM BEKE, MOYTU KaXKAbl CNO-
cob Npon3BOACTBA Ha NPOTAXKEHMN BCEN NCTOPUKM TpeboBan pbiHKa ANA CBOEro GyHKLUM-
OHUPOBAHWA, AXKe eCc/iv NepBMUYHOE NMPUCBOEHME NPMHBABOYHOrO Tpyaa NPOUCXOAUN0
He Yyepes PbIHOYHbIA MEXaHU3M, KaK B XOPOLLO U3y4YeHHbIX GeoaasbHbIX M NPEXKHUX pa-
H6oBnagenbyeckmnx obecTsax B HEKOTOPbIX YacTax EBponbl. CTaHAAPTHBIA KanUTanmsm
TpebyeT, 4Tobbl PbIHOK PYHKUMOHUPOBAA ANA KPYroobopoTOB KanuTana, HO CyLLEeCTBO-
BaHME pblHKa He nogpasymeBaeT QyHKLMOHMPOBAHMA KanuTanmama. [Noka npomssoa-
CTBO OnpeaenaeTca B COOTBETCTBMU C COLLMAIUCTUYECKMM NAAHOM, HET TEOPETUYECKOM
MPUYMNHDBI, MO KOTOPOW PbIHOK HE MOXET MCMOJIb30BaTbCA B KaYeCcTBe MHCTPYMEHTA ANA
OCYLLLECTBNEHUA HEOOXOANMBIX TPAHCHEPTOB MO NAAHY MEXKAY Pa3INYHbIMU HENOCPEA-
CTBEHHbIMM MPOM3BOAUTENSAMU BO BCEW COLMANIMCTUYECKOM CUCTEME MPOU3BOACTBA.
TeopeTnyeckn BO3MOXKHbI 1 Ntobble Apyrme MHCTPYMEHTbI UK CUCTEMbI NEPEBOA0B, KO-
TOpble NO3BONAIOT BbIMOJIHUTL N1AH, HANPUMEP, 3HAYUTENIbHO YNYYLLEHHAA U MOAEPHU-
3MpPOBaHHaA CUCTEMA MaTepmabHbix 6anaHCoB, OCHOBAHHAA HA OTPOMHbIX SOCTUNKEHU-
AX B 061aCTU MHPOPMALLMOHHbIX TEXHONOTUIA, KOTOPbIE NPOM30LLAN C TEX NOP, KaK bbina
pa3paboTtaHa npumnTMBHaA Cuctema matepuanbHbix 6anaHcos B CoseTckom Cotose.
CerogHA HET HMKAKUX OBLIMPHbIX COLMANbHbIX 3KCNEPUMEHTOB NO NOCTPOEHMUID COLMU-
ann3ma, NPOBOANMBIX C TAKUMU COBPEMEHHbBIMM CUCTEMAaMM MaTepunanbHoro 6anaHca.
CyLi,ecTBYIOT KaK COLMA/bHbIE SKCMEPUMEHTbI, TaK U TeOpeTUYeckme paboTbl O TOM, KakK
CTPOUTb NNAHOBYH COLMAMCTUYECKYHO SKOHOMMKY, KOTOPaa MUCMO/b3yeT PbIHOK B Ka-
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YyecTBe UHCTPYMEHTa ANA BbINOJIHEHUA HEKOTOPbIX HEOBX0AUMBbIX TpaHCcHepTOB, HO 3TO
He TO, YTO CTaN 03Ha4yaTb TEPMUH KPbIHOYHbIN COLMaANMU3M», 3TO, CKOPEe «CouManm3m
C PbIHKOMY.

I. Government economic activity, neoliberalism and capitalism

One of the central pillars of neoliberalism’s ideological self-justification has always
been its claimed opposition to “government intervention into the economy”. Labeling
any non-governmental activity that it considers to be “economic” as “markets”, it has
promoted its mantra “markets are more efficient than the government”, not just among
professional economists, but throughout society, as if this claim has the validity of the
law of gravity.

Scores of books and hundreds of articles have been written debunking neoliberalism’s
claimed opposition to “government intervention into the economy” by documenting
governments (and more broadly also various other parts of the state) around the world
massively intervening to save capitalism following the 2008-2009 “Great Recession”, and
now again with the COVID crisis. In 2020 the US government spent the astronomical
amount of “nearly 20 percent of U.S. GDP (...) to keep Wall Street afloat” (Pollin, Epstein,
2021). But less commonly noted, though actually more fundamental than the repeated
governmental and state interventions to save capitalism from its crises, is that the daily
operation of capitalism, in good times as well as in crises, rests not only on “government
and state intervention into the economy”, but beyond that, on “governmental and state
creation and maintenance of the economy”. Property rights in the means of production,
which enable capitalists to live off the surplus-labor of workers, are politically established
by law, and enforced by state force when necessary. When workers and capitalists have a
conflict over how much of what workers create they are entitled to keep, it is determined
by the various state court systems — again, backed by state force if necessary. While the
specifics of how the laws today maintain the capitalist system differ significantly between
countries and greatly from back then, writing in 1776 Adam Smith already noted how
the government created and maintained the rules for the daily operation of the system
by which the capitalists appropriate part of the product of the workers’ labor:

What are the common wages of labour, depends everywhere upon the contract
usually made between the two parties, whose interests are by no means the same.

... It is not, however, difficult to foresee which of the two parties must, upon all

ordinary occasions, have the advantage in the dispute, and force the other into

compliance with their terms. The masters, being fewer in number, can combine
much more easily; and the law, besides, authorizes, or at least does not prohibit their
combinations, while it prohibits those of workmen. We have no acts of parliament
against combining to lower the prices work; but many against combining to raise it

(Smith, 1985 (1776): 68).

Neoliberalism’s claim that “private markets”, by which they mean “capitalist
operations”, are always more efficient than corresponding government-run programs,
simply ignores the reality of a number of very large government programs. As a first
example, at $10,966 dollars per person in 2019, the US half-private healthcare system
is more than twice as expensive as many systems in countries with basic public national
healthcare systems, such as Japan at $4,823 or the United Kingdom at $4,6533 (Peterson-

32019, US dollars, PPP adjusted.
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KFF, 2021). In addition to being the most expensive healthcare system in the world, it
is widely recognized to produce inferior national health results to many less expensive
systems. As a second example, the massive US Social Security system runs with
administrative costs of only 0.6 percent of total expenditures (Social Security, 2021), far
below the total administration fees plus profits of private social security schemes such
as Chile, or mixed public-private schemes with significant private components (Kritzer,
2000).

This short paper will accept that the position, so thoroughly argued and supported
in the literature, that neoliberalism’s claim that government economic operations
are always less efficient than corresponding capitalist ones, is false. There is a final
consideration concerning neoliberalism’s false ideology that capitalist operations are
necessarily more efficient than corresponding government economic activity. The
implication that is attempted to be conveyed to society with this false claim is that having
capitalist operations instead of government economic activity will result in a higher
material standard of living. But the reason given to support this implied claim, both in
its unrealistic (meaning not corresponding to the real world) formal proofs and in its
popular propaganda that “markets are efficient”, is that a better standard of living will
result from the greater efficiency of capitalist operations. Efficiency, however, is not the
key to an improved material standard of living, but rather labor productivity. To be sure, if
society is outright wasteful of resources and human labor, for example by producing lots
of things that then just sit in storage units and are never consumed, the material standard
of living could be improved by a less inefficient allocation of resources to produce more of
what people want. But the efficiency gains that can be achieved through more efficiently
reallocating resources and labor that are already being employed are extremely secondary
in comparison with the actual central driver over time of an improved standard of living,
labor productivity. Again, this was clearly indicated already in 1776 in his master work
by the same Adam Smith that neoliberals hold as the founder of their economics, but
as it was in the second paragraph of the first chapter, perhaps most of them have never
actually read quite that far through his work.

According therefore, as [the immediate produce of [the annual labor of every
nation], or what is purchased with that produce from other nations]?, bears a greater
or smaller proportion to the number of those who consume it, the nation will be
better or worse supplied with all the necessities and conveniences for which it has
occasion (Smith, 1985 (1776): 3).

Labor productivity, which along with economic growth theory was the central concern
of Classical Economics, and not allocative efficiency, the central concern of Neoclassical
Economics, is key to a population’s material standard of living, particularly over any time
frame other than the instantaneous. And key to increased labor productivity is economic
innovation. There then exists a large literature on the historical centrality of government
support and promotion to major economic innovations, as opposed to them coming from
private capitalist operations. An example is the work of Mariana Mazzucuato, an author
recognized for her numerous books and articles on this topic over the last decade, with
The Entrepreneurial State (2014) being particularly well-known (Mazzucuato, 2014).

4 Explanatory note by author: the phrases here in square brackets are taken from the preceding paragraph, and
are what the replaced words “this produce, or what is purchased with it” refer to, thus presenting the stated
intended meaning of the sentence.
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Neoliberalism is only a particular form of capitalism. The form of capitalism that
dominated the capitalist world from World War Il until the end of the 1970s has
numerous names in the economic literature, and this work will refer to it by one of the
more common ones, which is also widely used outside professional economics circles,
“Keynesian capitalism”. It differs from neoliberalism in numerous ways. One central
way, and the way relevant to the topic of this section, is that it accepted government
interventions into the economy as good, “whenever and in whatever way is appropriate
for capitalism”. In regard to what was appropriate for government intervention, there
are always differences among different groups of capitalists, in different countries, and
at differing times. Does one stimulate demand through fiscal policy or monetary policy?
If one uses fiscal policy, does one do it through cutting taxes (and if so, whose taxes?)
or though government spending? This paper will refer to these and related sorts of
government and state activity as “macroeconomic management”. But beyond that and
sometimes less immediately noticed, the government and state determine what legal
rights and procedural barriers exist for the formation of unions. They determine what
sort of unemployment and social security systems are created. They determine what sort
of national infrastructure systems gets built. They determine what sort of educational
and healthcare systems (both essential to national economic performance, even when it
is narrowly conceived) are created. And scores of similar determinations.

Without forgetting the significant variation among capitalist countries that always
exists, the world capitalist-system has a “general and broad nature” to its ideology
and practice of government and state interventions in the economy at any time, and
that undergoes major changes at times when it finds it appropriate for its interests
to do so. Changing from what had preceded the Great Depression, for 30 years after
WWII the general ideas of Keynesian capitalism on government intervention into the
economy dominated the capitalist world-system — as always, with large variations
between countries as to how and to what extent they applied those ideas. Then after
1980, as part of a deep restructuring of the capitalist world-system in the 1970s and
1980s, the general ideas of neoliberalism on government intervention into the economy
were adopted by the capitalist world-system, including its false ideological cover of
“opposing all governmental economic activity” — again with large variations between
countries as to how and to what extent they applied those ideas. The capitalist world-
system is presently again entering into a period of deep restructuring. A part of this is
the development of a new ideology concerning what relations between various types of
possible government economic activities and capitalist activities best serve capitalism.
While, as always, capitalist practices will neither be fully consistent with its ideology
nor uniform between countries, major changes in government economic activity will,
and already have begun to, accompany this change in this aspect of the ideology of the
capitalist world-system.

Il. The current transformation of the capitalist world-system
Two years ago, in this journal | wrote a piece (Campbell, 2019) on exactly the topic
of this section, the transformation of the capitalist world-system. Titled “What is next
for neoliberalism”, if | wrote an article on the same topic today, that title would be
extended to “The end of neoliberalism: What’s next for the capitalist world-system?”
Today the discussions by various components of the world capitalist class make it clear
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that over the last two years, starting before the COVID crises but greatly accelerated by
it, a process has been developing of the capitalist class deciding that neoliberalism is no
longer serving its needs well. Hence as was done in the 1930s and again in the 1970s,
when capitalism found itself in a situation that it considered not satisfactory for its goal
of capital accumulation and self-reproduction, today capitalism is beginning to attempt
to establish a new operational model suited to its current problems.

Given the first topic of this paper indicated in its title, government economic activity,
here we will only look at that one very noticeable aspect of the change that is occurringin
the world capitalist-system. Notwithstanding that, as indicated in the first section of this
paper, neoliberalism’s anti-“government economic activity” propaganda and image was
thoroughly false, nevertheless the change to openly advocating government economic
intervention (when it finds it beneficial for capitalism) is very important and significant.
It is a necessary aspect of capitalism’s process of gradually abandoning neoliberalism,
and trying to develop a new form of capitalism suitable to capitalism’s needs in the
current world.

The Great Recession of 2008-9 was followed by a publicly promoted panicked splash
of expansionary government economic policies in a number of countries around the
world. Following that, the capitalist world-system almost universally returned to austerity
policies and their accompanying ideological (as always masquerading as “economic”)
justification. This was often forcefully imposed if a country was not willing, as in the
high-visibility example of Greece. But by the middle of the decade a broad discussion
had unfolded, even among many mainstream economists, about “secular stagnation”,
for at least the most developed countries, if not for the entire capitalist world-system.
To pick just one paper from among the large number on this very important topic, see
“Stagnation and Institutional Structure” by David Kotz and Deepanker Basu, 2019, in the
Radical Review of Political Economy (Kotz, Basu, 2019).

In response to this prolonged lackluster performance by the capitalist world-system,
a proliferation of calls for more active government intervention into the functioning of
the economy, by a growing number of ideologues and practitioners of capitalism around
the world, began in the second half of the last decade. There were of course significant
differences among what was called for, but all advocated changes only in ways considered
useful for overcoming the state of lethargic capital accumulation.

Just as illustrations, three examples are given here. First, an early example was the
breakdown in practice, not complete but very severe, of the World Trade Organization,
an institution both very connected to and very symbolic of one aspect of neoliberalism.
A second example is the change in the views of German business, still the powerhouse of
the huge EU economic block, and long among the strongest champions of the neoliberal
dictum of “governments setting the rules and then getting out of the way” (the
“minimalist role” for capitalist government economic activity). In January 2019, a paper
put out by Germany’s biggest business group, the Federation of German Industries,
called for dozens of the usual type of government supports for German businesses,
and then in February of the same year Germany’s minister of the economy joined the
French minister of the economy in issuing a 5-page industrial policy manifesto “fit for
the 21 century”>. Finally, a third example is the shift by significant-sized groups on the

> The Economist. 2019. How China has pushed Germany to rethink industrial policy. February 29. Available
at  https://www.economist.com/europe/2019/02/21/how-china-has-pushed-germany-to-rethink-industrial-
policy (Accessed: 21.07.2021).
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far right from neoliberalism’s anti-“government economic activity” to “populism”. “Right
populism” openly calls for government economic activity that is beneficial for capitalism,
even though it presents these activities as “for the people”.

Ill. Markets, Capitalism and Socialism

Any dictionary gives a definition of the word “market” broadly equivalent to “an
institution and/or place where goods or services are bought and sold”. While the very
earliest divisions of labor along gender lines did not immediately give rise to markets,
markets have existed throughout recorded human history, much of which is a history
of various class-divided systems or modes of production. Some of humanity’s earliest
recorded writing concerns records of transactions in the well-established markets of Ur,
just less than five thousand years ago (Crawford, 1991:167).

The prototype of a capitalist system presented and discussed by Marx and Engels,
with the goal of illustrating the central logic of a capitalist system of production, required
markets for its circuits of capital. The surplus-labor of the laboring classes, which all ruling
classes expropriated in all class societies (and only in capitalism becomes surplus-value),
is executed in capitalism through the operation of its circuits of capital. In this sense
markets are necessary for both capitalism and capitalist exploitation. But Marx opposed
Smith’s ideas of profits from exchange with a theory of profit from production. The
first five chapters of Capital Volume 1 describe the exchange in markets of equivalents,
involving no exploitation. Only in chapter six do capitalist profits, and hence exploitation,
appear. Marx stresses there that these profits are generated outside of markets, which
exchange equivalents. Profits are generated instead through the consumption of
purchased labor power, that is, in the act of production, which does not take place in
markets (Marx, 1996 (1867)).

Therefore, while capitalism requires and hence implies the existence of markets, for
Marx and Engels markets are not directly involved in the production of profits and hence
exploitation. But further, Marx and Engels never argued anywhere that markets implied
capitalism; to do so would have been to argue contrary to the very obvious record of
human history.

Almost every system of production throughout history has required markets for its
operation, even if the primary appropriation of surplus-labor did not occur through a
market mechanism. That includes in particular the well-studied feudal and slave modes
of production in Europe. For example, many feudal peasants, beyond making some of
the tools and utensils necessary for their primary production, producing their clothing
and preparing their food, obtained others through trade in the well-known medieval
local fairs, or especially in the many more common smaller market versions of these.
One common employment of slaves in Rome was in mining, and food had to be obtained
for the slaves in exchange for some of what they produced. These exchanged goods
were not produced for circuits of capital to capture surplus-labor and expand capital.
These were markets integrated into the core of the reproduction of these systems of
production, with the expropriation of surplus-labor from the producers in these systems
occurring through the well-known direct mechanisms which were separate from these
necessary markets. These were not “capitalist markets”, meaning that they were not
markets that were necessary parts of the operation of a capitalist mode of production.
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These were rather “feudal markets” or “markets for goods in slave societies”®, with the
analogous meaning for these terms. History demonstrates that the existence of markets
does not imply capitalism or capitalist production.

One of the defining characteristics of the socialism’ that Marx and Engels saw as
replacing capitalism was that social economic production would be consciously and
socially planned to support and promote human well-being and development. Che
Guevara conveyed this tersely and poetically when he said (translation by author):

... planning is the way of being of a socialist society, its defining category and
the point where man’s consciousness manages, finally, to synthesize and direct
the economy towards its goal: the full liberation of human beings in the frame of a
communist society (Guevara, 1988: 315-6).

Many advocates of socialism in the twentieth century, particularly after the Soviet
Union reduced the role of markets to secondary or peripheral importance® in the 1930s,
maintained that markets were incompatible with socialism. Two different reasons,
often unknowingly mixed together, were used to support this position. The first was
that markets implied capitalism. This paper has just argued that history has shown
that argument to be factually incorrect. But the fact that markets have been integrally
involved in almost all modes of production in history does not preclude that they might
be incompatible with socialism, if there is some essential characteristic of socialism that
is incompatible with markets. A second argument used often in the twentieth century
to argue that markets are incompatible with socialism is that markets are incompatible
with planning, which as just argued is a sine qua non of socialism. This second argument,
which is often implicitly made simply by the using the expression “planning vs. markets”,
is addressed in section V below. Section IV will first look at the issue of the compatibility
of planning with markets in the different system of production, capitalism.

IV. Planning and Capitalism
In his 1988 Democracy and Economic Planning, as part of the section on’ historical
experience with planning, Pat Devine briefly considered four types of capitalist planning:
wartime planning, indicative planning, macroeconomic management, and industrial
policy (Devine, 1988: chapter 2). This paper is not concerned with any detailed
consideration of these as historical experiences, but rather only with their nature
as types of capitalist state planning for the two purposes of this section on planning

¢ The simpler and analogous term “slave markets” obviously cannot be used here since the term is already
socially understood to refer to the markets in which slaves were bought and sold.

7 In this paper the word “socialism” is used to refer to a non-capitalist system of production envisioned to come
after and replace capitalism (which, like capitalism, can vary greatly in many concrete details). An example
of such a system is the “lower phase of communism” that Marx gave indications of in the “Critique of the
Gotha Program” (Marx, 1989 (1875): 85-7) written in 1872, which Engels and their followers normally referred
to as “socialism” from the time of the Erfurt Program in 1890 forward (see for example Kautsky’s (1892)
presentation of the theoretical ideas of the Erfurt program, The Class Struggle) (Kautsky, 1971 (1892)). The
term here specifically does not refer to the capitalist social democratic “welfare states” of Europe after WWII,
or any similar capitalist system with a much more generous safety net than neoliberalism or even the American
variety of Keynesian capitalism. In addition, the goal of economic activity of most of the theoretical models of
so-called “market-socialism” of the second half of the twentieth century is also to obtain profits which then
are somewhat redistributed, and as such “market-socialism” is not socialist in the sense the word is intended
to be understood in this work.

& With the development over time of the System of Material Balances.
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and capitalism. First, relative to the issue of using markets in a planned socialist economy
to be addressed in the next section, this section will establish on the basis of history that
the trope “planning vs. markets”, used by many advocates of socialism in the twentieth
century in order to claim that markets are fundamentally incompatible with socialism
because they are fundamentally incompatible with planning, is not valid. Second,
relative to the issue of capitalism’s current metamorphosis from neoliberalism into
some new form of capitalism, it will be argued here that macroeconomic management
and industrial policy, two central aspects of capitalism’s increased openly-acknowledged
government economic activity, which is one important part of that transformation, are
two forms of planning that are being dramatically increased and strengthened.

The importance of Devine’s overview of the planning of the British economy during
WWII is important to this paper in that it establishes the compatibility of markets and
planning, even when the planning is “to an extent greater than ever before or since
and greater than the economy of any other capitalist democracy” (p. 29). Considering
the US war economy, extensively planned though less so than the British, would
have given an additional insight into how compatible planning can be, not only with
markets, but even with capitalism; during WWII US capital obtained the highest rates
of profit it achieved at any time in the twentieth (or twenty-first) century. Because
the conditions of the time were of course very special in numerous ways, what was
done then has no relation to the changes in the government activity of planning that
are occurring today as capitalism transforms itself from neoliberalism. Therefore,
beyond clearly demonstrating the compatibility of planning and markets even with
this strongest form of capitalist planning, this type of planning will not be referred to
further in this paper.

Indicative planning operates simply through changing the expectations of those
who make the direct decisions on what to produce, above all through providing
information such as what the government or some planning agency sees as what some
country needs to, or should, do in order to achieve healthy economic growth and
development. Industrial policy, to the contrary, actually changes the incentives that
producers face, very often through government actions that establish attractive profit
potentials (or restrict existing profit potentials) for them, but possibly also though
legal restrictions. The most extensive and famous example of indicative planning
was French Indicative Planning after WWII. Although it indeed relied extensively on
indicative planning (including extensive appeals to French capitalists to take specific
actions “to restore France” on the basis of their patriotism), it nevertheless is actually
somewhat misnamed. Its success, especially of the second and third plans® from 1953
to 1961, resulted exactly from its going beyond pure indicative planning to incorporate
elements of industrial policy. Similarly, subsequent plans became less and less effective
exactly because, as they became more and more reduced toward being only indicative
planning, French capitalists paid less and less attention to them in their decision
making (Estrin, Holmes, 1883: 62-69). Indicative planning’s only role in the changes in
the government activity of planning that are occurring today as capitalism transforms
itself from neoliberalism is as an element of secondary importance, sometime tacked
on to particular cases of industrial policy. While indicative planning again underlines

°The first plan from 1946-1953 was also very effective, but its nature was more similar to central planning than
the indicative planning of later plans, and so is not included here in this short discussion on indicative planning.
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the general compatibility of planning and markets, this type of planning will also not
be further referred to in this paper.

The final two types of planning of capitalist economies that will be discussed here,
macroeconomic management and industrial policy, not only both demonstrate the
general compatibility of planning and markets, but they have also been much more used
in the whole period since WWII than either of the first two types. Of crucial importance
for today, their recent extensive and increased use has already shown itself to be one
important part of the nature of the metamorphosis that capitalism is trying to work out.

The most dramatic and large-scale uses of macroeconomic management since WWII
have been the two recent rescue operations of capitalism in 2008-9 and today. These
actually go beyond just underlining that planning and markets are not incompatible.
They also highlight that because of the inherent instability of capitalism, short-term
planning to get out of crises is required as a companion “back-up option” for the system
of capitalism with its markets, so that it is able to continue to reproduce itself over time.
But macroeconomic demand management has operated since WWII on a daily basis as
well, even though the shift from Keynesian capitalism to neoliberalism meant a shift
in how macroeconomic management was executed. In general, the use of increased
government spending (other than military) to confront a slowdown was greatly reduced;
and replaced by monetary and interest rate adjustment policies, and reductions
in taxes (in the US particularly for the rich). Other major changes in macroeconomic
management consisted of fundamental ways in which some fiscal and monetary policies
were executed. Two examples are the major expansions of government debt to cut
taxes when they felt politically unable to cut the welfare-supporting spending that they
wanted to cut, and the massive new “quantitative easing” procedures for controlling the
interest rates when operations though government bond markets no longer worked.
Macroeconomic demand management has been a centrally important permanent
aspect of government economic activity since WWII, through neoliberalism as well as in
Keynesian capitalism.

The rejection of neoliberalism’s mantra of “only markets and not governments can
pick winners”, and the return to formidable academic and political respectability of
industrial policy, came out of neoliberalism’s disastrous Great Recession, the lesson that
massive government intervention was needed to repair the economics (with those that
intervened most generally having the fastest recoveries), and the lesson that the world
was drawing from decades of China’a world-leading economic growth and development
directed by a very strong industrial policy. In 2018 the United Nations Conference on
Trade and Development (UNCTAD) rather inconspicuously inserted into chapter 4 of its
yearly World Investment Report a report on the recent growth in the use of industrial
policies, their modern themes, their modern models, etc. It opens with an indication of
how strong this growth has been since the Great Recession:

Industrial policies have become ubiquitous. UNCTAD’s global survey of industrial
policies shows that, over the past five years alone, at least 84 countries — both
developed and developing, accounting for about 90 per cent of global GDP — have
adopted formal industrial development strategies (UNCTAD, 2018: 126%).

10 UNCTAD (United Nations Conference on Trade and Development). 2018. World Investment Report 2018.
Geneva: United Nations Publications. Available at https://unctad.org/system/files/official-document/
wir2018_en.pdf (Accessed: 21.07.2021)
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The need since then for a planned economic response to, and recovery from, the
COVID pandemic has further greatly accelerated the international development of
industrial policies. OnJune 23,2021, UNCTAD ran an hour and a half panel by a collection
of leading academic authorities on industrial policy! as a pre-event to the October 3—7
UNCTAD 15 meetings, in which under the title “Is Industrial Policy the Key to Building
Back Better?” they discussed in depth the role of industrial policy in today’s COVID world
(UNCTAD 2021%).

V. Socialism, Planning and Markets

It has been argued above that planning production to support and promote human
well-being and development is a sine qua non of socialism. The argument by some of
those who share this view, but then argue that it implies that markets are incompatible
with socialism because markets are incompatible with planning, was also rejected
above on the basis of historical evidence that markets are not necessarily incompatible
with planning. However, because capitalist circuits of capital imply production for the
purpose of obtaining profits and the self-expansion of capital, almost any system of
planning is incompatible with circuits of capital, with the exception of when the goal
of that planning is to promote capitalist profits. For any other goal of planning, such as
the just mentioned goal of socialist planning, planning and circuits of capital will conflict
because they would have two different goals for production.

Marx and Engels argued strongly and repeatedly that socialism required a consciously
and socially planned economy. But nowhere did they argue that the numerous transfers
that need to take place between producers of one good and producers of other goods
could not occur though markets. Note here that this question of transfers of goods
between different people and production units is not just, or even primarily, about final
consumption, but rather so that all producers can receive the intermediate inputs they
need so that they can carry out the step in the social value chain that their production
is part of.

However, Marx and Engels also did not argue that markets were necessary for
socialist planning and socialism; they simply did not address the issue of what the
procedures should or could be for the necessary social planning. The author of this paper
believes that with today’s information technology, a non-market system of the general
type of the model most fully worked by W. Paul Cockshott and Allin Cottrell (1993)
(Cockshott, Cottrell, 1993), something of a modern extension of the Soviet System of
Material Balances, also could work. Right now there are numerous social experiments
whose authors maintain that they are trying to build socialism with the use of markets.
There are no social experiment’s whose authors are attempting to use a modern version
of the System of Material Balances to build socialism. This is why this author has not
concerned himself with the latter approach in this paper or elsewhere, despite believing
that it is theoretically possible.

This author maintains that a central defining characteristic of socialism is that the
state, as the representative of, and popularly controlled by, the people collectively,

|n order presented; Richard Kozul-Wright, Jayati Ghosh, Ha-Joon Chang, Arkebe Oqubay, Mariana Mazzucato.
José Antonio Ocampo, and Robert Pollin.

12 UNCTAD (United Nations Conference on Trade and Development). 2021. Is Industrial Policy the Key to
Building Back Better? Available at https://www.youtube.com/watch?v=ZQEA6y-OZFA (Accessed: 21.07.2021).
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plans production with the goal of supporting and promoting human well-being and
development. The structure and instruments that the state uses to plan and execute its plans
areirrelevant, as long as production is socially planned and executed for human development.
History has shown that it is possible to direct markets to fulfill a planned goal.

VI. Conclusion

The capitalist world-system has performed lethargically since the Great Recession of
2008-9. In addition, the world hegemony of “the highly developed capitalist countries”,
themselves under the economic, political and military leadership of the US, has continued
to erode, and at an accelerate pace over the last decade. Over the twenty-teens the world
capitalist-system began to abandon the procedures and ideology of neoliberalism, and
to develop a new capitalist structure and corresponding ideology to deeply transform
its operations, analogous to what it did in the nineteen-thirties and nineteen-seventies.
The world COVID pandemic from 2019 forward has further accelerated this process. One
important part of that transformation has been a process of rejecting neoliberalism’s
anti-“government economic activity” ideology, and of re-embracing an ideology that
openly acknowledges government economic activity of whatever type it finds useful
for capitalism.

A particularly important part of the expanded government economic activity in the
new form of capitalism will be expanded planning. Capitalist state planning consists
of directing the operation of capitalism’s circuits of capital (either through shifting
incentives, or by directly mandating) consistent with capital’s goal of profits; the self-
expansion and accumulation of capital. Given that the goal of capitalist state planning
and the goal of production of capital itself are the same, contrary to the ideological
claims of neoliberalism there is no contradiction between (capitalist) planning and
capitalism. Keynesian demand management was used throughout neoliberalism as
well as in Keynesian capitalism, though how it was done changed then from the earlier
Keynesian capitalism, and will certainly change again under the new form of capitalism.
More striking is the return to academic and political respectability of industrial policy,
and the exploding re-employment of it in capitalism-appropriate new forms that is
occurring today.

In regard to transcending capitalism, planning has always been a sine qua non of
socialism, and so the social re-acceptance that economic planning is appropriate is a
positive step in the process of moving beyond capitalism. Planning under socialism is
socially conducted and executed, with the goal of supporting and promoting human
well-being and development. Hence there is a fundamental contraction between
socialist planning and the operation of capitalism’s circuits of capital, since their goals
are different. This holds not just for particularly barbaric forms of capitalism such as
neoliberalism, but also for its less aggressive forms with an extensive safety net and/
or significant amounts of redistribution of profits, such as social democracy even as it
existed in northern Europe in the 1960s and 1970s, and for most of the models today
that are called “market socialism”.

Contrary to the false identification of markets and capitalism by many supporters
of the project of building socialism in the twentieth century®3, almost every mode of

B Including the common unreflected-on use by many socialists of capitalism’s incorrect and ideological use of
the term “a market economy” as a synonym for capitalism.
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production throughout history has required markets for its operation, even if the
primary appropriation of surplus-labor did not occur through a market mechanism, as
in the well-studied feudal and prior slave-based societies in parts of Europe. Standard
capitalism requires markets for its circuits of capital to function, but the existence of
markets does not imply the operation of capitalism. As long as production is determined
according to a socialist plan, there is no theoretical reason that markets cannot be
used as a tool for executing the plan’s necessary transfers between the different direct
producers in the entire socialist system of production. Any other tools or systems of
transfers that enable the execution of the plan are also theoretically possible, such as a
greatly improved and modernized system of material balances based on the tremendous
advances in information technology that have occurred since the primitive System of
Material Balances was designed in the Soviet Union. Today there are no extensive social
experiments in building socialism taking place with such modern systems of material
balances. There are both social experiments and theoretical work on how to build a
planned socialist economy that uses markets as a tool to execute some of its necessary
transfers, not what the term “market socialism” has come to mean, but rather “socialism
with markets”.
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