


































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































labour-power into cash by transferring it. 
Hather, the annual value of his labour-power 
is equal to his average annual wage, and 
what he has ito give the buyer in return 
through his labour is this same value plus 
a surplus-value, i .e . ,  the increment added by 
his labour."1 

Western economists ignore the fact that capital 
is not just a "store of wealth", but a definite social 
relationship taking shape with respect to that 
"store". The purely technical approach, when invest­
ments are spelled out as any expenditures that 
entail a foregoing of current consumption for the 
sake of future benefits, invites the conclusion that 
"human capital" is identical with physical capital. 

If an individual 's growing educational level 
enables him to obtain an additional income over 
and above the cost of the education, the educational 
expenses can be described as expanding value. 
But to say that it is capital, that is, self-expanding 
value would, I think, be absurd. 1 he value of an 
individual's skills does not expand of its own ac­
cord: an indispensable condition here is the labour 
of its vehicle. The accumulation of knowledge and 
skills is 

"the most important result of antecedent 
labour; its form of existence, however, is liv­
ing labour itself."2 

Western economists overlook the fact that pro­
perty in the means of production implies not only 
ownership of a definite "store of capital goods'', 
but also economic power over those who have no 
such "store". Marx wrote: 

"Capitalist production .. . of itself repro­
duces the separation between labour-power -----

1 Karl Marx, Capital, Vol. I I I ,  pp. 465-466. 
2 Karl Marx, Theories of Surplus-Value, Part I I I ,  Pro­

gress Publishers, Moscow, 1975, p. 295. 
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and the means of labour. It thereby repro· 
duces and perpetuates the condition for exploit­
ing the labourer. l t incessantly forces him 
to sell his labour-power in order to live, and 
enables. the capitalist to purchase labour-pow­
er in order t11at he may enrich himself."1  

ln contrast to property in the means of production, 
possession of definite skills does not entail the exploi­
tation of other individuals' wage labour, it does 
not imply relations of control and subordmation, 
and consequently, the idea that human abilities are 
capital leads to a distorted picture of the intrinsic 
nature of the capitalist mode of production. 

Hut while ditlering in their politico-economic 
content, the formation of capital and the formation 
of labour power have definite techno-economic simi­
larities: both call for the diversion of sizable resources 
at the expense of current consumption, both 
determine the future development level of the econ­
omy, and both have a long-term effect o-n produc­
tion. The broad interpretation of the category of 
"capital" by present-day Western economists goes 
back to the theory of the US researcher Irving 
Fisher, who saw capital as any "store of wealth" 
existing at a given moment of time. Fisher contrast­
ed capital with income, which he defined as a "flow 
of wealth" over a definite period. 

From that standpoint, the formulation of the 
"human capital" concept amounted to no more than 
recognition that human skills and abilities can be a 
"store", that is, can be accumulated. In other words, 
bourgeois economics has in effect rediscovered some­
thing that Smith and Ricardo already knew and 
to which Marx repeatedly· referred .2  

l Karl Marx, Capital, p. 541. . 
! "The reproduction of the working class carries with it 

the accumulation of skill , that is handed down from one 
generation to another." (Karl Marx, Capital, Vol. I, p. 538.) 

Soviet economists have elaborated these ideas . .See, for 
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So, the idea of "human capital" in bourgeois eco­
nomics has a two-fold purpose. On the one hand, it 
has a distinct ideological edge, and on the other, the 
very fact that Western economists resorted to that 
idea reflected their attempts to take into account 
the actual changes in the economy, whose substance 
is that the accumulation of the non-material ele­
ments of wealth is now of paramount importance 
for the whole course of social reproduction. 

2. Efficiency of "Investment 
in Human Capital" 

When the concept of "human capital" was formu­
lated, numerous attempts were made to measure 
its volume and economic efficiency. This aspect is 
of some practical interest. Economists estimate 
efficiency by comparing the cost of "investment in 
human capital" with the income it yields, using 
the techniques of "cost and benefit" analysis. 

The research is carried out in three stages: (A) 
Identification of benefits and their evaluation (with 
a view to the time factor) ; (B) Identification of costs 
and their evaluation (also with a view to the time 
factor) ; and (C) Comparison of discounted costs 
and benefits. In studying the profitability of invest­
ment in "human capital", attention was focussed 
on formal education, and we shall now go on to 
consider assessments of its efficiency. 

(A) Education influences the individual's money 
income.1  According to the theorists of "human capi­
instance, V. I. Martsinkevich, Education in the USA : Eco­
nomic Significance and Efficiency, Moscow, 1967; G. E. Sko­
rov, The Developing Countries: Education, Emp loyment and 
Economic Growth, Moscow, 1971; also his: Socialist A ccu­
mulation. Q uestions of Theory and P lanning, Moscow, 1973 
(all in Russian) . 

1 According to this view, apart from the direct advan­
tages accruing to the individual from education, it also en­
genders various "external" benefits which are enjoyed b) 
third persons or by li!Ociety as a whole, but it is very difficult 
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tal'', education makes the individual's l abour more 
productive, and this serves to increase his wages. 
Consequently, the task is to calculate the contri­
bution of education to wage growth. So, the wage 
of a working person with a definite educational level 
consists of two basic parts: fi rst, the income he 
would have received with zero education, and 
second , the income from educational investment : 

Yn = X0 + rCn , 

where Yn is the in,come of a person with n years of 
education ; X 0-the income of a person with zero 
education; Cn-the volume of investments over n 
years of education , i .e .  the accumulated "human 
capital": and r-returns on educational investment. 

The theorists of "human capital" regard wages as 
a stratified structure, where every "stratum" is re­
lated to a definite educational level . The "stratum" 
)f income that relates to a given educational level 
represents the money income from investments in 
that education . Thus, the money income from high­
er education can be roughly defined as the differ­
ence between the lifetime income of two persons: 
one of these with a higher education , and the other, 
with a secondary education . Table 1 (see p. 502) 
shows the additional lifetime income from a higher 
educational level . 

An evaluation of the economic returns from edu­
cation is of real economic imnortance. As education 
levels rise, the value of labour power increases, 
for the production and reproduction of higher� 
skilled labour power calls for a greater sum-total of 
values. But an increase in income as the result of 
itrowing educational levels is only one aspect of 
the problem.  The complexification of labour entails 
changes in the value not only of the necessary, but 

to make a quantitative evaluation of these external effect!!. 
(See: Burton A. Weisbrod, "Education and Investment in 
Human Capital". In:  The Journal of Political Economy, 
Vol. 10, 1962, No. 5, pp. 106-123. )  
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also of the surplus product. The connection between 
the quality of labour power and the production 
of surplus value is an important and complex prob­
lem. It has to be studied separately, but "human 
capital" theorists have not considered it at all . 

(B) Besides direct outlays on education ,  "human 
capital" theorists also include in the cost of educa­
tion the student's "forgone income", that is, the 

Table 1 
Additional Tnrome of Persons with Different 

Eduratfonal Levels in the USA*, 1972 (doIIars) 

Eig-bt yPars of P) ementary 
school 

High school : 1 to 3 years 
4 years 

College: 1 to 3 years 
4 years 

* Men over 18 years of age. 

Additional income as compared 
wltb the Income of pnsons 

with eight yea rs1 
of elemf'ntary school 

45 , 500 
135, 100 

199, 700 

366, 800 

Source: US Bureau of the Census, Current Population 
Reports, Series P-60, No. 92, p. 22. 

income he fails to receive because during the edu­
cational period he is not employed in production. 
Many bourgeois economists came out sharply 
against the inclusion of "forgone income" in the costs 
of education, regarding it as fictitious. Indeed, in 
contrast, say, to the outlays on teachers' pay or 
on the maintenance of educational facilities, for­
gone income does not exist in the form of a real sum 
of money that goes into education. But if a student 
is to acquire the necessary knowledge, he has to 
make labour inputs in the course of the educational 
process, and these labour inputs are not fi�titious, 
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but quite real ; although they are not taken into 
account in the computation of the national income, 
they undoubtedly help to increase the national 
wealth. 

It is as yet impossible to measure the students' 
actual labour contribution to the production of 
their skills, for one has to know their actual "work­
ing hours", the intensiveness of their work, and 
the degree of its complexity. Since there are no na­
tural indicators directly measuring labour in edu­
cation , we think that forgone income could be adopt­
ed as a tentative measure of its value.1  

(C) At the final stage of "cost-benefit" analysis, 
costs are compared with benefits. But first these 
magnitudes have to be discounted . However, it is 
hard to decide what rate of interest should be chosen 
as the discount coefficient. That is why the most 
popular method now is to calculate the "internal 
rate of return", that is, the interest rate at which 
the discounted value of future benefits equals the 
discounted value of costs: 

n n 

'1 Bt � Ct 
LJ (1 + r)t = LJ (1 + r)f ' 
t=O t=O 

where R1 is income from education at the given 
time t; C1-educational costs at the given time 
t; n-nnmber of periods of time; and r-internal 
rate of return (the higher this rate, the more pro­
fitable is the i nvestment in education) . 

Table 2 (see p .  504) shows the estimated rates 
of return on complete high school and college edu­
cation in the United States. 

The ednci:itional efficiency estimates calculated 
with the help of rates of return are open to criti­
cism in many respects. Thus, they do not take 

1 In computing the total cost of education in the USSR . 
some Soviet economists take into account the income for­
gone in the educational period (see, for instance, L. I. Tul­
chinsky, Financial Problems of Occupational Educatton In 
the USSR, Moscow, 1968, in Russian). 



into account the influence exerted on income by 
nurny factors, like the. quality of education, person-
al abilities; etc. 

· 
. But the main omission of the "human capital" 
theory is that it . ignores the working individu.al 's 

Table 2 
Estimated Rates of Return on Complete High 

School and Col.ege Education in the USA (per cent) 

Year of 
Year to Rate of return 

Author 
which 

puhlica- Pst imate 
h i �h school I ti on applies college 

Becker 1964 1938 1 6 . 0  14 . 5  
Carnoy 
Marerrbacb . 1 975' 1939 12 . 5  1 1 . 0  

Becker ' 1 964 .  1949 20 . 0  1 3 . 0  

Hansen ·f963 1949 1 5 . 3  1 1 . 6  
Carnay ' 
Mil.renbach . 1975 1949 22 . 7  13 . 2 

Schultz 1961 t958 1 0 . 0  1 1 . 0  

Becker 1964 1958 28 .0  1 4 . 8  
Hynes 1970 1959 1 9 . 5  1 3 . 6  
Frieman 1 975 1959 - 1 1 . 0  
Car_n()y ' .  
Marenbacb 1975 1969 14 . 6  1 7 . 6  
Fri�inan 1 975 1969 - 1 1 . 5  
b1rnoy 

-

1975 1 969 Ma renbach 18 . 8  15 .4 
Frieman 1975 1 974 - 8 . 5 

· Sources:. Rerue d' Econom ie Politique, 1973, No.  3, p. 413; 
L. Becker, Human Capital ,  New York, 1964, p. 128; The 
JourT1-al of Human Rewurces, 1975, Vol . 10,  No.  3, pp . 
�96 , 31&. 

occupation : the occupational structure is the me­
diat'ing link between the educational and produc­
t.loo structures. '  How does this "Lransmission mcch­
p:riism" function? What is the connection between 
changes in the edlJcational level of labour power and 
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changes in its occupational structure? Will every 
rise in educational level always entail changes in 
the working person's occupational status and his 
remuneration? These questions have, in effect, 
escaped the notice of "human capital" theorists. 

Finally, estimates based on differences in wage 
levels without regard for differences in output can 
grossly distort the actual economic effect of educa­
tion and occupational training. 

A point to note is that in the "human capital" 
concept the internal rate of return is seen not only 
as an indicator of the effectiveness of educational 
costs, but also as a regulator of the distribution of 
investments between different types and levels of 
education , and also between the whole educational 
system and the entire economy. The advocates of 
that concept maintain that the volume of invest­
ments in one sphere of the economy or another 
should be determined by the priorities established 
in accordance with the rate of return. High rates 
indicate underinvestment in the given industry or 
sphere of the economy, and low rates, overinvest­
ment. That is why optimal distribution of resources 
will ensure equal rates of return on every type 
of investment.  

· · 
Western economists draw an analogy between 

the rate of return on "human capital" and conven• 
tional rate of profit .  That is why they see the choice 
of the type and level of education as adoption of an 
investment decision. To decide the question ofwheth­
er to continue his education , an individual should 
compare the expected rate of return with the rate 
of interest.1 Students , "human capital" theorists 
say, are guided by the same motive as entrepre-

1 "An education will be purchased if the expected rate 
of return exceeds the rate of interest. The education will 
not be purchased if the interest rate exceeds the rate of 
return." (Robert Campbell and Berry N. Siegel, "The De­
mand for Higher Education in the United States. 1919-
1964". In : The A merican Economtc Review, June 1967, Vol. 57, 
No. 3, p. 483.) 
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neurs, that is, profit maximisation, investing their 
resources in order to obtain the highest rate of 
return.1  

But the attempt to present the internal rate of 
return as a regulator of educational investments 
invites serious objections. 

First, the urge to obtain the largest money in­
come should not be seen as the only incentive to edu­
cation . Education is also chosen for various other, 
non-pecuniary reasons, like prestige, creativity, 
etc. The money-oriented economic model of edu­
'�ation can be used only as an abstraction of the 
most general order, as a first approximation to 
reality. 

Second , there is no analysis of the interrelation­
ship between the choice of educational level and 
the choice of occupation. What comes first: the 
choice of occupation or that of educational level? If 
individuals choose occupations (i.e .  types of edu­
cation), there is hardly any sense in calculating 
rates of return for different educational levels. 
Moreover, in choosing an education , individuals can 
be guided by totally different motives than in 
choosing an occupation. Western researchers differ 
widely on these issues. 

The third and most important point of all is that 
the very mechanism for regulating investments in 
education differs from the one described in the 
"human capital" concept. People strive towards an 
education not because they see it as a profitable 
investment, but because education enables them 
to sell their labour power. For a working person,  
education has now become an economic necessity. 
Without a definite level of training, a working per­
son can be left out of production altogether. 

1 "I treat college students as firms, behaving as entre­
preneurs in allocating their own time and their other re­
sources in investing in themselves." (Theodore W. Schultz, 
"Optimal Investment in College Instruction: Equity and 
Efficiency". In: The Journal of Political Economy, Vol. 
80, No. 3, part II ,  May-June 1972, p. 2.) 
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"Human capital" theorists maintain that the 
volume of investments in education is determined 
by the "economic attractiveness" of these invest­
ments for the working person, by the "internal rate of 
return". But this would have been so only if all 
the working people had sufficient resources to 
"purchase" an education of any level. An individual 
without such resources can purchase only as much 
education as his and his family's material condition 
will allow. So, what regulates investments in edu­
cation is not so much the degree of their profitability 
as the possibility of such investments, which ulti­
mately depends on the requirements of capital in 
trained labour power. When these requirements 
t?row, the working people 'are enabled to raise 
their educational standards. As Engels noted , the 
bourgeoisie ' bestows upon the workers "only so 
much education as lies in the interest of the bour­
geoisie" .1 The working people are given aMess to 
higher stages of education only when this is neces­
sary for the normal functioning of social capital. 
It is only when the capitalist class is obliged to 
sanction some requirement as a socially necessary 
one that the working class is enabled to satisfy 
that requirement. 

From the standpoint of the capitalist, the edu­
cational expenditures of the aggregate worker (in 
so far as these reduce surplus value and increase 
the value of labour power) should be seen as pro­
fit-yielding investments. The reduction of surplus 
value here is temporary and is eventually recouped, 
since higher-skilled labour power is capable of more 
sophisticated work, and the latter produces more 
surplus value than simple work.2 

t Karl Marx and Frederick Engels, Collected Works, 
Vol . 4, u. 407. 

s "AU labour of a higher or more complicated character 
than average labour is expenditure of labour-power of a 
more costly kind, labour-power whose production has cost 
more time and labour, and which therefore has a higher 
value than unskilled or simple labour-power. This power 
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That · is why entrepreneurs have an economic 
stake in raising the quality of wage labour.1 

Consequently, the mechanism regulating the al-' 
location of educational investments is very differ-. 
ent from what the "human capital" theorists imag­
ine it to be. In the final count, the ecorwmic impulse 
to education does not proceed from those who 
purchase it, or (to use a term applied, by ''human 
capital" theorists) from the "investors in human 
capital'', but from the capitalist class.2 Under capi-. 
talism, investments into this or that industry are 
regulated by the rate of profit. Educational invest­
ments depend on the requirements of social capital 
in trained labour power, that is, they are ultimate­
ly determined by the capitalists' drive for profit. 
The difference is that the bulk of investments in 
education is not made by individual entrepreneurs, 
but by the capitalist class as a whole. So, the ''pro­
fitability" of education for the students themselves 
can regulate educational expenditures only up to a 
point, namely, so long as the cost of a definite type 
and level of education does not exceed the resources 
that the future worker or his family can set aside 
for this purpose. 

The rate of return does not explain why entre­
preneurs agree to pay higher wages for skilled la­
bour. Focussing their analysis on the supply of edu,. 

being of higher value, its consumption is· Jabour of a higher 
class, labour that creates in equal times proportionally 
higher values than unskilled labour does." (Karl_ M�rx, 
Capital, Vol. I, pp. i9i-192.) · · · 

1 According to the Soviet economist V. Mar'tsinK:evich, 
in the early 1960s, the coefficient for labour of average com­
plexity in the US econpmy was i .  7, i .e. , almost twice as much 
value was produced in an hour than would have been pro­
duced· solely with simple labour. (V. Martsinkevich, op. cit., 
p. 158.) . . 

2 One should also hear in mind various social, political 
and other factors. It is obvious, for instance, that the pr� 
letariat's class struggle under capitalism is a major motive 
force in raising the educational standards of aggregate labour 
power. 
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cated labour power, the advocates of the "human 
capital" concept have virtually neglected the prob­
lem of demand for such labour power. That is one 
of the most vulnerable points of the "human capi­
tal" theory. The fact that better educated people 
usually receive higher incomes is simply taken for 
granted. But without understanding the economic 
effect of education and training of personnel for 
the entrepreneurs, one can never explain the struc­
ture of incomes or the structure of the distribution 
of labour power itself according to educational and 
skill standards. I think that Marx's teaching on 
complex labour can provide a fruitful basis for 
analysing these economic phenomena. 

3. "Human Capital" Theory and Distribution 

The "distributive" aspect of the "human capital" 
theory has to be specially considered. In the past, 
bourgeois economists concentrat�d on so-called 
functional distribution, that is, tht distribution of 
income by factors of production: labour, land and 
capital. The "human capital" concept introduced a 
fourth factor-"human capital"-and shifted the 
emphasis to personal distribution of income. 

Using regressional analysis, bourgeois economists 
determine the contribution of this or that factor to 
the growth of wages. The results they obtain are 
often most contradictory. Thus, differences in 
educational standards serve to explain from 8 
to 75 per cent of the wage differentials. Efforts 
are also being made to separate the influence of 
education on wages from the influence of personal 
abilities. The well-known US economist Edward 
F. Denison initially attributed 40 per cent of the 
difference in the incomes of persons with different 
educational standards to unequal abilities,1 but later 
works usually give a lower figure: 10-25 per cent. 

1 Edward F. Denison, "The Sources of Economic Growth 
in the United States and the A lternatives Before Us". A Sup-
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Use of the multiple correlation method runs into 
econometric difficulties.1  Since the samples used 
by researchers in this field are not representative 
enough, some of their qualitative indicators 
are indeterminate and the models themselves are 
more or less tentative, the cognitive value of their 
results is reduced. 

As for practical recommendations in economic 
and social policy, "human capital" theorists advo­
cate outlays on education not only as highly efficient 
investments, but also as a major instrument in 
redistributing income. Like the 19th century US 
educator Horace Mann, bourgeois economists call 
education "the great equaliser". They believe that 
if "human capital" grows faster than the material 
means of production, this leads to a more even 
distribution of personal income: 

"Since the distribution of personal income 
from non-human capital (income-producing 
property) is much more unequal than that 
from human capital , and as the stock of human 
capital increases relative to that of non-hu­
man capital, other things being equal, the 
inequality in the distribution of personal 
income is thereby reduced."2 

These hopes, however, are not borne out by reality. 
Table 3 (see p .  512) shows the distribution of money 

income depending on the educational level among 
adult white males in the United States (i.e. the cate­
gory of labour power for which internal rates of return 

plementary Paper of the Committee for Economic Develop­
ment, New York, 1972, pp. 69-70. 

i See: Stephen Merrett, "The Rate of Return to Educa­
tion: A Critique". In: Oxford Economic Paper8, Vol. 18, 
November 196ti, No. 3, pp. 289-303. 

� Theodore W. Schultz, "Human Capital: Policy Issues 
and Research Opportunities". In: Human Resources, Fiftieth 
Anniversary Colloquium VI. National Bureau of Economic 
Research, New York, 1972, p. 25. 
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are most often calculated). The figures show that 
although from 1950 to 1970 the educational inequal­
ity among white males was somewhat reduced, the 
inequality in money income increased, and this is at 
odds with the assertions of "human capital" theo­
rists. To explain this phenomenon, let us turn to 
the Marxist category of simple labour. The standard 
of training of simple labour is a critical , "threshold" 
magnitude,  and the attainment of such a standard 
is something of a permit for joining the regular ar­
my of wage labour. That is why even if the inequal­
ity in terms of educational man-years is somewhat 
reduced,  the inequality in education above the 
threshold level remains the same, and there is no 
reason to expect a reduction in the inequality of 
income. 

Under capitalism, the educational system itself 
breeds discrimination and social injustice. Far from 
being a "great equaliser" , it is one of the channels 
for passing on the inequality from one generation 
to another. As for the structure of income distri­
bution, it cannot be explained without analysing 
the distribution of capital, the initial cause of the 
economic inequality in capitalist society, and 
without analysing the balance of class forces in 
the given historical period. 

In this respect, the "human capital" theory may 
be seen as yet another version of the idea on the 
"transformation of capitalism". According to this 
version, the "regeneration" of the capitalist system 
does not mean that economic power is taken over by 
a new social stratum-the managers (as in the 
"managerial revolution" theory) or the technostruc­
ture (as in Galbraith's theory of the "new indus­
trial society")-or that property is diffused (as in 
the theory of "people's capitalism") . Its exponents 
say that capitalism changes its social nature as a 
new group of capitalists-the owners of "human 
capital" -emerges alongside the owners of the 
means of production: 
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" Labourers have become capitalists in the 
sense that they have acquired much know­
ledge and many skills that have economic va­
lue."1 

In other words, capitalist society allegedly no 
longer consists of two antagonistic classes-the 
proletariat and the bourgeoisie-but of two more 

Table 3 
Education and Money Income among Adult W hite 

Males in the USA (per cent) 

Distribution of 
Share of each 

Share of each group in the total 
white males by number of educa- group in total 

groups (quintiles)* tional man-years money income 

1950 1970 1950 1970 

Highest 31 . 1  29 . 3  44 . 8  46 .3 
Second 24 . 9  22 . 3  23 . 7  25 .0  
Third 19 .0  21 .3 17 .5  16 . 7  
Fourth 16.4 16.4 10.9 9 . 4  
Lowest 8 . 6  10 . 7  3 . 2  2 . 6  

* Each group contains 2 0  per cent o f  the total number 
of white males. 

Source: L. Thurow, "Measuring the Economic Benefits 
of Education". In: Higher Education and the Labor Market, 
New York, 1974, p. 385. 

or less similar groups of capitalists. These two 
groups can compete with each other, but their 
fundamental interests are allegedly identical. 

In fact, however, in spite of the growing educa­
tional standards of� the aggregate labour force, the 
proletarian is still a proletarian, and the capitalist 

1 Theodore W. Schultz, The Economic Value of Education, 
Columbia University Press, New York and London, 1963, 
p. x .  
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emphatically a capitalist. The worker's  income in 
the form of wages is the direct opposite of the capi­
talist's profit: the source of wages is the worker's 
personal labour, and the source of profit, someone 
else's unpaid labour. The only difference is that in 
the past it was the untrained worker doing simple 
labour who was the main target of exploitation, 
whereas today it is the working person with a rela­
tively high educational standard .and capable of 
more complex work. Mass unemployment among 
specialists with a university education, which spread 
across many capitalist countries in the 1970s, dis­
pelled the illusions about the equal partne:rship 
between the "two forms" of capital. 

The "human capital" concept took shape at the 
turn of the 1950s, when many Western economists 
saw education as virtually the most powerful force 
promoting economic and socinl progress. Outlays on 
education came to be seen as investments produc­
ing a direct economic effect. A policy on labour 
power became an integral element in the activity of 
the capitalist state. As an instrument of state-mo­
nopoly regulation, education was now being used to 
speed up growth, reduce unemployment, moderate 
the inequality in income, and so on. The "human 
capital" concept was the ideological mainspring 
in the effort to work out and substantiate concrete 
measures. 

At the turn of the 1960s, however, the situation 
changed. The bourgeois education system found 
itself in a deep financial crisis; ·  there was a down­
curve in the economic effectiveness of education; the 
influx of young boys and girls to college slowed 
down, and the share of educational investments in 
the GNP stabilised. These crisis phenomena in the 
formation of manpower resources in the capitalist 
countries have undermined the prestige of the 
"human capital" concept, which has been attacked 
from different angles. This is a sign of the general 
erisis of 'bourgeois economics as a whole. 
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CHAPTER TWELVE 

CONCEPT OF " DEMOCRATISATION OF CAPITAL" 

After the Second World War, when the general 
crisis of capitalism took a turn for the worse, bour­
geois economists came up with the concept that 
capitalist society could be transformed if the work­
ing people acquired property. 

These views are in effect a version of the old 
concept of "democratisation of capital", the prem­
ises for which arose long ago with the emergence 
of joint-stock companies, which sought to strengthen 
their power by mustering the free money resources 
from every section of the population. Different 
versions of that concept were advocated in the early 
20th century, and the idea of "workers' shares" 
was recommended at the international Paris congress 
of businessmen and bankers back in 1889. The crisis 
of 1929-33 led to a loss of confidence in "workers' 
shares": these were depreciated and their owners lost 
the hard-earned savings they had invested in them. 

In the past quarter century, the concepts of 
"people's capitalism" and "democratisation of capi­
tal" have been repeatedly brushed up by bourgeois 
economists in accordance with the structural changes 
in the economy of state-monopoly capitalism 
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and its strategy in the class struggle. The policy of 
giving the working people access to property now 
being followed by a number of capitalist states is 
yet another experiment in the spirit of "democratisa­
tion of capital", the major ingredient of the concept 
of "people's capitalism". 

This policy has been followed most fully and 
consistently in the Federal Republic of Germany. 
where the ideas of transforming capitalism through 
a "fair" redistribution of the national income and 
the formation of working people's property have> 
become the main weapon in the ideological arsenal 
of the monopoly bourgeoisie. 

1. The "Democratisation of Capital" 
Concept and the Programmes 
of the Leading West German Parties 

West German economists, speaking on behalf of 
political parties , businessmen and their unions, 
have put forward many ideas with respect to the 
formation of property among the population. All 
of these boil down to an attempt to substantiate 
the possibility of "social partnership" between la­
bour and capital, to hinder united action by the 
working class and its trade unions, and to persuade 
the working people that their savings guarantee 
the most realistic way to a classless society. 

Various measures are taken to stimulate such 
savings: premiums and tax benefits in accordance 
with the West German government's laws on encour­
aging private housing construction and on premi­
ums on savings; the issue of "people's shares" in 
view of the privatisation of state-owned enter­
prises; introduction of new forms of profit-sharing at 
enterprises; and introduction of so-called invest­
ment wages on the basis of wage contracts. 

At the same time, to ensure a more even distribu­
tion of property among different strata of the popu-
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latio:d, the left eircles of the SPD call for higher 
taxes on big business.1  

The slogans and declarations on the formation of 
working people's property are put forward as an 
alternative to the nationalisation of private prop£ 
erty, which is the goal of sizable sections of the 
working people. 

The "democratisation of capital" concept has 
become a crucial component of the theory of a "social 
market economy" , which, as it was shown earlier , 
is pivotal to the economic programme of the CDU , 
the leading party of the West German monopolies. 
'The idea of people's property and wage workers' 
:participation in productive capital is one of the 
imain provisions in the CDU programme adopted 
iin 1968. Special attention here is devoted to invest­
iment wages, which provide for the investment of 
:a share of their increment. The working class 
lb.as no right to use that share for a number of years. 

Bourgeois economists and right-wing trade union 
leaders (Fritz Burgbacher, Georg Leber, Gottfried 
Bombach) see investment wages as the most ef­
ficient form of compulsory savings and a method 
of combating inflation. In their opinion , regulation 
of investment wage rates could become an additional 
instrument in the policy of economic stabilisation. 
They believe that the way to curb the "price-wage 
spiral" is to pay wage workers a share of their wages 
in_;.;,a form that would not be consumed but would 
be retained as property. The main point , they in­
sist, is to save and not to consume the wage incre­
ment. The distribution will then allegedly change 
in favour of the working people, since wage rises 
do not entail a corresponding increase in consumer 

i The most logical way to increase the working people's 
real share in the national income and the country's wealth 
would be to raise wages and reduce profits, all the more so 
since the bourgeois state's income policy enables it to tackle 
these problems on a national scale, but none of the pla11s 
provides for such a perspective . 
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demand and the employers cannot shift the grow­
ing costs onto the consumer. Such is the substance 
of that concept, which explains inflation by the 
growth of wages, an explanation directed against 
the working-class movement. 

The social manoeuvring of the bourgeois parties 
in the Federal Republic of Germany backed by the 
SPD leaders has also had a definite effect on the 
West German trade union· centre , the Associa­
tion of West German Trade Unions (AWGTU}. 
Thus, in 1949, the Association's programme empha­
sised the anti-social nature of the market economy 
and called for the nationalisation of the key indus­
tries, but by the early 1960s the Association had 
finally abandoned that position. Instead of nation­
alisation of the key industries , its 1963 programme 
called for the formation of property among wage 
workers. 

In 1971 , the Association's Central Board issued 
theses on the formation of property, urging all 
enterprises with a definite rate of income to allocate 
a share of their profits in the form of securities to 
decentralised and noncompeting funds which would 
issue certificates to factory and office workers and 
government officials with an annual income of no 
more than DM 24,000 (DM 48,000 - for heads of 
families) . The fund should be run by the holders of 
these certificates and should take due account of 
state interests. ,, 

The theses met with resistance within the Asso­
ciation. Progressive trade union leaders believe that 
the main way to raise the wage workers' ·  share in 
the social product is to follow a vigorous wage poli­
cy. They reject the formation of property at the 
expense of wage rises and believe that the social 
status of wage workers cannot be radically changed 
as a result of property-forming measures, for the 
means of production are still in the hands of the 
capitalists, and this limits the trade unions' pos­
sibilities in the struggle to secure higher wages 
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when signing wage agreements. Moreover, the 
employers use workers' participation in the means 
of production through employers' funds as an 
argument against workers' participation in manage­
ment. 

In 1973, the above-mentionedfmodel of property 
formation was adopted by the Association's federal 
committee, although the majority was only mar­
ginal. 

Most West Gilrman workers have already signed 
wage agreements providing for property-forming 
payments. As�a rule, these agreements are initiated 
and controlled by the entrepreneurs themselves. 
In these conditions, the trade unions find [it :much 
more difficult to secure real wage rises. 

The fact that the "democratisation of capital" 
concept was written into Social-Democratic pro­
grammes has had a strong influence on trade union 
attitudes. This concept was adopted in the SPD's Go­
desberg Programme, which in effect guarantees 
protection of private property in the meansof produc­
tion, for it assumes that socialist transformations 
can be allegedly achieved through co-participation 
in management and control over the economic activ­
ity of the firms. 

Having rejected the Marxist propositions on prop­
erty, the SPD leadership has finally adopted the 
postulates of bourgeois political economy. The 
ideological approximation of'Social-Democracy and 
the bourgeois parties is indicated by the fact that 
when the SPD leaders came to power they not only 
continued the CDU/CSU line for a "diffusion" of 
property, but even came to see it as a goal of their 
economic policy. Both parties, each in its own way, 
seek to spread among the masses the ideas of "peo­
ple's capitalism" through "moderate encouragement" 
of savings and "diffusion" of property. 

The Social-Democratic�odel!'of property forma­
tion among wage workers provides for their parti­
cipation in the profits of the entrepreneurs. The 
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question of participation in profits has a long histo­
ry. Back in 1874, the G.erman Social Policy Union, 
which brought together German bourgeois econom­
ists for the purpose of elaborating measures of 
"social policy" , came out for workers' participation 
in employers' profits, meeting with the support of 
the well-known theorist of bourgeois political econ­
omy John Stuart Mill , who believed that such 
participation was not only advantageous for the 
workers, but also helped to improve society in so­
cial terms. 

Why is it that questions first formulated more 
than a century ago have only now been put on the 
order of the day in the bourgeois state's economic 
policy? 

The answer lies in the conditions of capitalist 
reproduction ,  which have changed under the influ­
ence of the powerful socialist camp that confronts 
capitalism and the growing activity of the organised 
working class in the capitalist countries. , ::JOnly today, the capitalist state's economic policy 
provides (for the first time in practice and not just 
in theory) for workers' participation in profits. 
This shows, above all , that the ideological defence 
of capitalist society now calls for definite material 
"concessions" on the part of monopoly capital , even 
to the extent of workers' participation in profits. 
In reality, however, the idea of broad "diffusion" 
of property clashes with the goal of capitalist pro­
duction, which confines its practical implementa­
tion to a narrow framework. That is why bourgeois 
economists, who are obliged to put forward plans 
for workers' participation in capital , a.re at the 
same time doing their utmost to ensure that such 
participation does not affect the interests of. monop­
oly capital and that these "concessions" do not 
exceed the minimum that is necessary to justify 
their social demagogy. 



2. "Democratisation of Capital" 
and State Policy 

Up to the mid-1960s, the West German govern­
ment had carried out a number of measures to 
"democratise capital" , the economic efficiency of 
which was not even taken into account in determin­
ing the main lines of economic policy. The most 
important measure in the "diffusion" of property 
was the campaign to privatise state industrial 
enterprises by issuing "people's shares" . Many 
bourgeois economists, politicians and trade union 
leaders representing different trends grasped at that 
idea and advertised "people's shares" as the way to 
a broad "diffusion" of property in the means of 
production, to a new stage in the "social market 
economy" , as the way to overcome the antagonisms 
between labour and capital. The apologetic idea 
behind that campaign was that with the wide spread 
of "people's shares" it would be possible to eradicate 
among the population the ideas of class struggle , 
of the need to go over to collective property and 
socialism. 

From 1959 to 1965 , the state industrial enterprises 
Preussag, Volkswagen and Veba were partially 
privatised .  The fixed capital of each of these was 
increased, respectively, from DM 75 million to DM 
105 million, from DM 450 million to DM 825 mil­
lion, and from DM 300 million to DM 600 million. 
Something like 78, 64 and 60 per cent of the fixed 
capital was sold in the form of "people' s shares" . 
The shares were issued at a value of DM 100, and 
persons with incomes not exceeding a definite 
figure had the right to buy these on easy terms at 
a so-called social rate.1 

The steps taken to realise the ideological purposes 
of privatisation did not affect the economic interests 

1 !st eine gerechte Einkommensverteilung moglich?, He­
rausgegehen von Dr. Klaus Bolz, Wilhelm Goldmann Ver­
lag, Munich, 1972, p. 100, 
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of monopoly capital. "People's shares" provided 
state enterprises with additional funds for invest­
ment, but did not alter their position in the system 
of state-monopoly capitalism. To buy "people's 
shares" , the population used cash or savings (in 
this instance , the purchase amounted only to a change 
in the form of savings),  or reduced their consump­
tion in order to buy these shares on easy terms. But 
no "democratisation of capital" took place. Nor 
did the fact that a worker bought two or three 
shares entail any tangible increase in the family's 
income through dividends. The only real benefit 
from the privatisation of state enterprises was that 
"people's shares" helped them to obtain additional 
capital by mustering the working people's savings, 
and were also used for propaganda purposes. 

In the 1960s, the emphasis in the formation of 
working people's property was shifted from priva­
tisation to the policy of encouraging savings, invest­
ment wages, and various forms of participation in 
profits. 

The West German state has followed the policy 
of encouraging savings throughout the whole post­
war period .  Initially, its main purpose was to buoy 
the capital market . But when the privatisation cam­
paign was over, without resulting in the "people's 
capitalism" promised to the working people, the 
state began to present the efforts to muster their 
savings as a policy of "democratisation of capital" . 
Use of the savings of broad masses of people for 
investments is what monopoly capital badly needs 
under the scientific and technical revolution. Bour­
geois economists recommend measures to encourage 
these savings as the main _ line in the policy of 
"diffusing" property. Since the blocking of bank 
accounts for 5-7 years is the main condition for 
encouraging savings, there has emerged a new type 
of property, when the owner's right to use this prop­
erty is limited. Monopoly capital, on the other hand , 
is free to use this property in any way it chooses. 
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The slogan of so-called fair distribution of income 
and property hinges on an idea shared by many bour­
geois economists: that the mass consumer should 
be turned into a mass investor. 

In 1961  and 1965, the government adopted the 
First and Second laws on encouraging the formation 
of wage workers' property. These laws provided not 
only for tax benefits for the working people's volun­
tary savings, but also for encouragement of pay­
ments by entrepreneurs towards the formation of 
property. These laws were meant to involve the 
entrepreneurs in the formation of working people's 
property in order to strengthen the social aspect 
of the "democratisation of capital" idea, aimed at sub­
stituting worker-capitalist "partnership" for the 
class struggle. 

But in its five years, the First Law did not yield 
any tangible results. Only 380,000 workers resorted 
to the benefits it offered. 

The Second Law markedly widened the range of 
persons encouraged to save by including officials , 
lawyers, soldiers and non-working members of their 
families. Up to its adoption , employers had made 
payments for the formation of property on the basis 
of individual contracts and agreements within the 
framework of the enterprise, but since 1965 encour­
aged savings havej also been determined by wage 
agreements. In fighting for its vital interests when 
signing wage agreements, the working class, as 
represented by the trade unions, confronts an al­
liance between monopoly capital and the state. 
The problem of forming working people's property 
has become a major instrument in the bourgeois 
state's incomes policy. 

Under the Second Law, the share of the income 
going to form property was at first taxed 8 per cent 
and later on was exempted from taxes altogether. 
This was highly advantageous for persons with 
large incomes, when the tax rate came to 50 per 
cent , and was of little im{lortance for persons with 

522 



low incomes. At enterprises with up to 50 employees, 
the amounts paid to workers for the formation of 
property could be deduced , within certain limits, 
from taxable profits. 

All these measures, however, had little effect on 
the distribution of property in the country. Only 
a highly paid section of the West German popula­
tion enjoyed the benefits offered by the law. From 
1955 to 1969 , the share of savings of families with 
low incomes hardly increased. 

The forms of "democratisation of capital" prac­
tised up to the 1960s-"co-ownership of enter­
prises" , "workers"' , "people's" and "staff" shares, wor­
kers' participation in profits-affected an insigni­
ficant section of the working people and produced 
negligible results. The "diffusion" of capital was 
practised autonomously by a handful of the bigger 
enterprises and had very little influence · on the 
reproduction of capital. 

Some important changes in the ideology of "peo­
ple's capitalism" and in economic policy took place 
in the second half of the 1960s, when bourgeois econ­
omists unanimously proclaimed the end of the 
rehabilitation period in the Federal Republic of 
qermany. Just as they were summing up the results 
of the "economic miracle" , the country was hit by 
an economic crisis, which showed that the · We8t 
German economy was subject to the laws of capital­
ist production with all its contradiCtions. This was 
graphically confirmed by the results of a survey of 
the distribution of property in the country in 1966. 
That is why, in order to avoid a worsening of social 
conflicts, the state decided to initiate a broad cam­
paign for the "diffusion of property". Since then, 
the state has been ever more prominent in property­
forming measures, and the policy of forming prop­
erty among broad sections of the population has 
come to play the leading role in the state-monop­
oly regulation of social processes. Property forma­
tion is now a separate line of the state's  economic 
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policy. The bourgeois state has come to "mediate" 
between the so-called social partners-monopoly 
capital and the working class as represented by its 
trade unions-regulating the formation of working 
people's property. The methods of exerting an ideo­
logical influence on the working class are now being 
determined in the course of so-called concerted 
action , involving the Association of West German 
Trade Unions, whose activity the state seeks to 
restrict by making it responsible for the results 
of its own economic policy. 

The scale and forms of property-forming policy 
since the late 1960s have turned this process into 
an object of state-monopoly-regulation, reflecting 
the ideological , social and economic problems of 
the reformist idea of integrating the working class 
into the system of state-monopoly capitalism. 

This invites the conclusion that the implementa­
tion of�the "democratisation of capital" concept 
has entered a new stage, owing to the following 
circumstances. 

First, to the aggravation of the basic contradic­
tion of capitalism, which manifests itself in the 
extremely uneven distribution of income and wealth. 
This unevenness is so deep-rooted .,,.. and socially 
dangerous that the state has had to intervene in 
the distribution of income and wealth and to create 
at least a semblance of protecting the interests of 
the poorer sections of the population in order to 
prevent a social outburst. Second , to the concrete 
steps to form working people's property on a broader 
scale, which called for larger outlays not only by 
employers, but also by the state. And third , to the 
inclusion of the question of a more even distribu­
tion of income and property into the system of goals 
pursued by the state in its economic policy. 

So , the social-reformist concept of "democratisa­
tion of capital" has come to be a task of state econom­
ic policy, and is being implemented by the state 
in close alliance with monopoly capital within the 



framework of an income policy as a set of measures 
at the stage of income formation. 

Social conflicts can no longer be moderated with 
the help of empty socio-psychological measures or 
such ineffective measures as the issue of "people's 
shares" . The state' s policy for the formation of 
working people's property reaches such a scale that 
it affects the whole reproduction mechanism and 
becomes the object of state-monopoly regulation. 

The new stage in the implementation of the socio­
reformist concept of "democratisation of capital" 
has not changed its substance. Private property in 
the means of production remains intact and the 
aim is still to protect the interests of monopoly 
capital. But in view of the changing conditions 
in which the capitalist system has to exist and its 
urge to adjust itself to these changes, this old socio­
reformist concept has come to play a totally new 
role under contemporary state-monopoly capital­
ism. The ideological campaign for the formation 
of property among the masses is sanctioned by law 
and is promoted by the state. 
��� ,At the new stage , practical steps in this area were 
taken with the adoption of the Third Law on the 
formation of property ,  the measures to involve 
most workers in wage agreements providing for 
special property-forming payments by the employers, 
and the drafting and adoption of a government 
plan for the formation of property among broad 
sections of the population. 

The Third Law, adopted in 1970, envisages a 
marked increase in property-forming savings as 
compared with conventional savings. In  1971 ,  
17 million wage workers resorted to  the benefits 
offered by this law (in 1969, the figure was 1 mil­
lion) , and savings that year grew by DM 10,000 mil­
lion, with premiums and tax benefits amounting 
to DM 2,000 million. Something like 13.4 million 
wage workers received payments from their employers 
for the formation of property. On 'average, proper-
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ty-forming savings per person in 1971 totalled 
DM 465. 

In January 1974, the Social-Democratic and Free 
Democratic parties in the Bundestag approved the 
Basic Provisions of the law on participation in 
fixed capital, a document regulating the masses' 
participation in the growth of the fixed capital of 
enterprises. 

Under this plan, the working people do not own 
capital at a concrete enterprise, but hold shares in 
funds set up from the profits of major enterprises. 
So, "social partnership" is raised from the level of 
individual enterprises to that of the class as a whole. 
The bourgeois idea of giving the worker a stake in 
the growth of the enterprise that employs him is 
supplemented with the idea of giving the whole 
working class a stake in the growth of the capital­
ist economy. 

The plan, proposed by the government coalition, 
was sharply criticised by influential trade unions, 
which justly pointed out that the working class 
had nothing to gain from this plan. The conversion 
of factory and office workers into "co-owners" of 
productive capital does not give them a say in 
management, and participation in the capital 
fund to the amount of DM 212 a year merely hin­
ders their struggle for higher wages when signing 
wage agreements with the employers. Considering 
the current rate of inflation, the fact that this 
amount, however small, cannot be used for seven 
years entails a rapid depreciation of savings. Just 
as the possession of a few shares does not turn the 
worker into a capitalist and does not give him a say 
in decision-making in the corporation, the title 
to property in the form of investment certificates, 
bonds or small shares distributed by the funds does 
not prevent the capitalists from controlling the 
means of production. Although the implementation 
of this plan will, perhaps, somewhat increase the 
working people's savings, in the final count it 
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cannot ensure a fairer distribution of property. 
At the same time, the employers' material "sacri­

fices" envisaged by the plan are not as great as it 
would appear at first sight, to say nothing of the fact 
that it is just a matter of restoring to the working 
class but a small share of what belongs to it by 
right. In order to prevent the wage worker from 
"squandering" his property, all the plans provide 
for long periods during which the "owner" cannot 
use his savings, whereas the employers can handle 
these as investments. In the case of investment 
wages, a share of the wages paid to the personnel 
of the enterprise is also used for the same purpose. 

The monopolies have broad opportunities to 
compensate for property-forming payments through 
monopoly prices and the state's taxation policy. 
True, the favourable terms on which the employer 
takes part in the property-forming campaign do 
not rule out a share of the profit going to the work­
ing people. But monopoly capital has to incur such 
expenses in order to obtain maximum profit in the 
new conditions of the reproduction of capital. 

The plans for the formation of working people's 
property are meant for the long term, and any change 
in the distribution of property is a drawn-out 
process. It will take time for practice to confirm 
the worthlessness of the idea of property "diffusion", 
as of all earlier reformist ideas, and during this 
period monopoly capital will be able to use the 
spread of petty-bourgeois illusions to continue its 
offensive against the working people's interests. 

3. "Democratisation of Capital" and Reality 

Ever since the war, one of the main tasks of the 
state's economic activity in the Federal Republic 
of Germany has been to encourage capital accumu­
lation in every way. It took many steps in this 
direction: from the 1949 monetary reform, which 
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deprived broad sections of the population of their 
savings, to the wage policy which serves the inter­
ests of the monopolies. 

A wide range of measures of taxation, deprecia­
tion, credit and monetary policy entailed an unpre­
cedented concentration of property in the hands of 
monopoly capital at the expense of the state budget, 
that is, chiefly at the expense of taxes paid by the 
working people. 

In the course of distribution, the monopolies and 
the state did their utmost to reduce to a minimum 
the working people's share in the wealth the latter 
were creating. Exploitation by employers, taxes 
on wages, and high prices, all these served to reduce 
the working people's relative share in the national 
income and to concentrate wealth in the hands of 
a few property holders. The history of the West 
German economic policy is a history of restoring 
old and building up new large fortunes. 

In the postwar period, roughly three-quarters 
of all private wealth was concentrated in the hands 
of employers and individuals, and one-quarter, 
in the hands of wage workers and pensioners. Ac­
cording to Wilhelm Krelle, in 1960, there were 
14,000 millionaires in West Germany, and in 
1969, almost 20,000.1 

The activities of the state, whose purpose in 
accordance with the neoliberal doctrine is to eli­
minate the social injustice engendered by the mar­
ket economy, have only served to strengthen the 
rule of the monopolies. The loud talk about the 
"economic miracle" was meant to cover up the 
concentration of the bulk of the country's  produc­
tive capacities in the hands of a small minority. 
It was the working people and the mass consumer 
who paid for the "economic miracle". The liberal 
West German economist Bruno Gleitze wrote: 

1 M ichael Jungblut, Die Reichen und die Superreichen in 
Deutschland, Hoffmann und Campe, 1971, p. 51. 
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"There have never been so many million· 
aires in Germany (in the FRG-Auth.) 
as today, and never before have so many 
billions been concentrated in the hands of 
a few."1 

In financing vast state investments from the 
budget, which largely consists of taxes on wages, 
the state already includes the working people's 
earned incomes into the circulation of social capi­
tal. The policy of forming working people's prop­
erty can be seen as a further deepening of this 
process, as an urge on the part of monopoly capital 
to use in production an ever greater part of working 
people's incomes in order to maximise profits, 
leaving the owners of the incomes in the position 
of wage workers who are compelled to sell their 
labour power. It is largely owing to the policy of 
compulsory savings that the wage fund is now not 
only a source of effective demand, but to an ever 
greater extent a source of investment. 

Under state-monopoly capitalism, it takes a very 
small controlling block of shares to ensure the 
control of the financial oligarchy over the real 
means of production, and the wider the shares are 
diffused, the smaller the shareholding that is neces­
sary to ensure such control. It is common knowledge 
that monopoly capital gained the upper hand in 
the economy in the course of a struggle against the 
smaller owners of the means of production. The 
illusion is now being created that even workers 
are being turned by monopoly capital into owners 
of real capital. In fact, however, the "democratisa­
tion of capital" is the most disguised and mystified 
form of involving the working people's savings 
in capital accumulation. 

The policy of encouraging the formation of work­
ing people's property in the Federal Republic of 

i Ibid.,  p. 39. 
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Germany, whatever its methods (tax inducements, 
"people's shares", participation in capital, invest­
ment wages, or other forms of savings allegedly 
helping to transform present-day capitalist society 
into "people's capitalism") , primarily serves the 
interests of monopoly capital, which hopes that 
this policy will help to resist the anti-imperialist 
tendencies of the working people. 

This policy does not entail any marked changes 
in the property relations in West Germany. Thus, 
in 1960, 1 .  7 per cent of the families owned 70 per 
cent of the country's productive capital, and by 
1966, their share had increased to 73.5 per cent. 
This shows the growing unevenness in the distribu­
tion of property .1 

The concentration of property in the hands of a 
minority also leads to an uneven distribution of 
income. In  1965, 4 per cent of the country's  tax­
payers with an annual income of more than DM 
25,000 received one-quarter of the total income, 
and 81 per cent of taxpayers with less than DM 
12,000 a year received only about one-half of the 
total income. In the recent period, there has been 
a noticeable change in the distribution of income 
in favour of the big property holders, whereas the 
average wage workers' share in the West German 
national income has declined. 2 This is the result 
of the extremely uneven distribution of property 
in the means of production, whose concentration 
in the hands of a few owners enables them to ap­
propriate a growing share of the national income. 

1 WWI-Mitteilungen, 1971, No. 8-9, p. 251. 
2 In 1950-1972, the share of wage workers' incomes in 

the West German national income went up from 58.6 per cent 
to 69.2 per cent. In that period, however, the number of em­
ployers dropped by 37 .5 per cent, and the number of wage 
workers increased by 46 per cent, so that, all other conditions 
being equal, the latter's share in the national income should 
have gone up by 31 per cent instead of 18 per cent. Calculated 
from Statistisches Jahrbuch fiir die Bundesrepublik Deutsch­
land, 1953, p.  1 1 1 ;  1974, pp. 138, 508. 
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Even bourgeois economists have had to admit 
that private property in the means of production 
determines a distribution of income which leads 
to further concentration of property. The leading 
West German authorities on matters of property 
Carl Fohl, Manfred Wagner and Leo Kowalski 
came to this conclusion: 

"Since low incomes are almost fully used up, 
while a sizable part of high incomes is set 
aside, and since high incomes largely consist. 
of profit and interest, i .e .  of income on prop­
erty, most of the newly created national 
wealth inevitably goes to those who already 
own property. ' Unto everyone who has shall 
be given' ."1 

State measures to form working people's prop­
erty may increase the share of families with a title 
to ownership of fictitious capital. But there is no 
doubt that real capital will still be controlled by 
the big monopolies. One should bear in mind , 
however, that the law on participation in fixed 
capital is the bourgeoisie's reformist answer to 
the working class's demands for radical economic 
transformations, an answer which is meant to 
strengthen the "social partnership" between labour 
and capital. 

The German Communist Party, on the one hand, 
exposes the class content of the reformist concept 
of forming working people's property, and their 
participation in capital as a method of integrating 
the working class into the system of state-monopoly 
capitalism, as deception of the people, as a conces­
sion on matters of secondary importance with 
a view to preserving the rule of the monopoly bour­
geoisie. On the other hand, it regards the bourgeois 
state's reformist laws not only as a trick of the 

1 Cited in: M ar:xisttsche Blatter, Frankfort on the 
Main, May-June 1970, No. 3, p. 10. 
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legislators, but also as a gain of the working class, 
which should be used as a bridgehead for continuing 
the class struggle in new forms, one of which is 
the struggle for workers' participation in control 
over production.1 The GCP is guided by Lenin's 
tenet that active struggle on the part of the work­
ing class can turn the half-hearted and hypocritical 
'"reforms' under the existing system into strong­
points for an advancing working-class movement"2 
on the way to socialism. 

The Communists propose a realistic way for 
changing distribution in the working people's 
interests, which is directed against the monopolies 
and ensures the necessary resources for economic 
growth. This is the way of fundamental democratic 
changes, control over investment, larger state 
investments, cuts in the export of capital and arms 
outlays, deduction of 50 per cent of all profits 
into a common fund, and nationalisation of big 
concerns, banks and insurance monopolies. 

The German Communist Party assumes that the 
struggle of the working class and all the other 
progressive forces for a democratic renewal of the 
state and society, for anti-monopoly democracy 
opens up the road to socialism. 

1 See: World Marxist Review, No. 8, pp. 23-24. 
!I V. I. Lenin, Collected Works, Vol. 15,  Progress Publishers, 

Moscow, 1973, p. 440. 

532 



CHAPTER THIRTEEN 

RADICAL POLITICAL ECONOMY AND THE "NEW LEFT" 

This chapter deals with new trends whose emer­
gence shows the narrowing sphere of the ideological 
influence of bourgeois economic doctrines. 

Readjusting themselves under the influence of 
crisis processes, the traditional schools still play 
the decisive role in substantiating the economic 
policy of state-monopoly capitalism. But the masses' 
growing awareness of its reactionary nature 
creates an ideological vacuum, which the traditional 
bourgeois economic schools cannot fill. This pro­
motes the development of new radical trends in 
bourgeois economics, which seek to hold the 
masses captive with the help of reformist ideology. 

The crisis of petty-bourgeois economics has a 
considerable role to play in this process. The illu­
sions that free competition can be revived are piti­
lessly destroyed by the tide of mergers in the devel­
oped capitalist countries, which leads to the emer­
gence of supermonopolies with direct government 
support, and also by the growing inflation, whose 
source is the monopoly drive to push up prices. 
At the same time, new politico-economic concepts 
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emerge in the West with the break-up of class and 
socio-economic relations caused bv the scientific 
and technical revolution. The nu�ber of farmers 
has been shrinking at an unprecedented rate with 
the ousted farmers joining the ranks of the urban 
proletariat. The basis of the petty urban bourgeoi­
sie is also being undermined. The owners of small 
enterprises in the sphere of trade and the services 
realise ever more clearly that they have very little 
chance of "making their way" in the business 
world. 

A sizable section of engineers and technicians, 
and also persons belonging to the "liberal profes­
sions" are also being subjected to monopoly oppres­
sion. Under the scientific and technical revolution, 
many of the once privileged intellectual occupa­
tions have become massive. In terms of social sta­
tus and place in the social division of labour, these 
people are drawing ever closer to the working class. 
For most of them, the prospect of proletarisation 
has become quite tangible. 

The old theories of intermediate classes, which 
had their origins in the ideas of Sismondi and Proud­
hon, no longer express the interests of pettv-bour­
geois sections in the developed capitalist countries. 
These theories, fed bv the illusions that under capi­
talism it is possible to create a favourable setting 
for small-scale production , call for a revival of the 
past and do not off er any real alternative to the 
policy of state-monopoly capitalism, which accele­
rates the social polarisation of society. 

Finding themselves midwav between bourgeois 
and proletarian political economv. and disenchant­
ed with their pettv-bourgeois ideals, the ideolo­
gists of intermediate strata seek to elaborate theo­
ries reflecting the contradictory interests of the 
new social strata taking shape in the industrialised 
capitalist countries under the scientific and tech­
nical revolution. 
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t. Theoretical and Ideological Positions 
of Radical Political Economy 

The general platform which unites the various 
oppositional trends known as radical political econ­
omy is that its exponents have abandoned the 
spent postulates of "economics", of so-called "pure 
theory", which in effect rules out the analysis of 
social problems. 

Although Keynes gave the state priority over 
the "economic agent", Keynesianism did not go 
beyond the theoretical postulates of "economics". 
Keynes believed that the state had to intervene 
in the operation of market laws only during an 
economic crisis, when the country's resources were 
markedly underemployed. He said that once the 
state helped to ensure so-called full employment and 
the cycle entered its upward phase, the economy was 
again governed by the neoclassical market laws, 
within whose framework marginalist principles 
were fully applicable. 

Marginalism, which emerged back in the 1870s, 
and which imputed income to the factors of produc­
tion (land, capital and labour) , was directed not 
only against Marxism, but also against the theory 
of Ricardo, who focussed his attention on the distri­
bution of income between classes. He proved that 
the big landowners were a parasitic estate, for they 
had no right to receive income deducted from value 
created solely by labour. The Ricardian tradition­
to tie in the problem of income distribution with 
an analysis of class contradictions-was attacked 
by the whole of vulgar political economy. It adopt­
ed only that part of Ricardo's theory which sub-
11tantiated the decisive role of capital accumulation 
in economic development. Those who sought to 
eradicate th� "Ricardian tradition", that is, the 
analysis of the soc�al problems of income distribu­
tion, even dropped the very term "political econ­
omy". 

535 



The myths spun by marginalism and based on 
everyday notions engendered by the fetishised rela­
tions of sale and purchase, proved to be most ten­
acious in the Western capitalist countries, but 
today they are falling to the ground. Hence, the 
institutionalists' call to go back to political economy 
as a science whose main content should be socio­
economic problems. This has promoted the rapid 
development of the radical trend in political econ­
omy, which has to a certain extent gone beyond 
the framework envisaged by the bourgeois ideolo­
gists of institutionalism. 

One notable feature of radical political economy 
is that it recognises Marx's valuable contribution 
to economic science and seeks to apply some ele­
ments of his analysis. But alongside those who sin­
cerely want to make an in-depth study of Marxist 
political economy and understand the scientific 
meaning of the revolutionary theory based on it, 
there are many radical economists who seek to 
emasculate the revolutionary content of Marx's 
teaching r'on the pretext of "reviewing Marx-. " ' 
ism . 

A direct dependence can be established between 
the growing anti-capitalist feelings among the 
students and the strengthening positions of radical 
political economy in Western universities. This is 
a reflection not only of the need to respond to the 
students' growing interest in Marxism, hut also of the 
urge to "channel" this interest so as to prevent the 
development of their revolutionary conscious­
ness. 

It is d ifficult to pinpoint the theoretical and 
ideological positions of radical political economy, 
for it consists of extremely diTerse trends. This also 
makes it difficult for bourgeois ideologists to give 
an eclectic interpretation of radical political 
economy, and the tendency in the West now is to 
include among its advocates all those who reject 
the conservative positions of "economics" and recog-' 
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nise the imperative need to centre theoretical 
research on socio-economic problems, on the distri­
bution of national income in particular. 

As a rule, such economists of the older genera­
tion as Joan Robinson, John K .  Galbraith and 
their youngel' followers, and also the "new left" 
are seen as representatives of radical political 
economy. Such a hazy definition of radical political 
economy has no serious theoretical basis and leads 
to confusion with respect to the class and ideolog­
ical sources of the trends within it. 

Economists who criticise imperialism from an 
ethical angle, denouncing its crimes without taking 
a clearcut stand in the class struggle, are also ranked 
among the advocates of radical political econ­
omy. 1  

Radical political economy has not only been 
engendered by the crisis of bourgeois political 
economy as a whole , but also helps to erode the 
latter's positions. 

Economists known as the "new left" have a spe­
cial place in this trend. Manv of them voice the 
views of the petty bourgeoisie who are being ousted 
into the ranks of wage labour, but have still not 
adopted the proletarian ideology in spite of the 
fact that in property and social status they have 
already drawn closer to the working class. 

The economists reflecting the ideologv of the "new 
left" do not rank themselves with the reformist 

1 The following works give an idea of the wide spectrum 
of views representing radical political economy: R .  Ed­
wards, A. McEvan, "A Radical A pproach to Economics". 
In: The A merican Economic Review, May 1970; R .  Edwards, 
M. Reich, T. Webkopi (editors). The Capitalist System. 
A Radical A nal11sis of A merican Snciety, Eng-lewood Cliffs 
(New Jersy) , 1972; K .  Hunt, H. Sherman ,  Economics: A n  
Introduction to Traditional and Radical Views, New York, 
1972; D. Gordon (ed . ) ,  Problems in Political Economy: An 
Urban Perspective, Boston, 1970; 1 .  Weaver (ed.) , Modern 
Political Economy. Radical and Orthodo!X Views on Crucial 
.fssue1, Boston, 1973. 
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wing of bourgeois and petty-bourgeois political 
economy, but, on the contrary, say that they are 
prepared to attack, capitalism and raze it to the 
ground. Some of them want to be more "left" than 
the Marxists and formulate socio-economic concepts 
laying claim to a "new'' interpretation of the revolu­
tionary process differing from that of "traditional 
Marxism". They sharply criticise and expose the 
vices of the US "consumer society" but, as a rule, 
have no positive economic programme to off er. 
Some of the "new left" advocate a blend between 
Marxism and the anarchist ideas of Proudhon and 
Kropotkin, or call for a "counter-culture", meaning 
a "parallel" world within present-day US society, 
with special settlements, communes, schools, thea­
tres, magazines and even universities. 

But although the academic bourgeois circles are 
shocked at the revolutionary slogans of the "new 
left", they nevertheless view with indulgence some 
of the seamingly super-radical trends, primarily 
those which deny the historical importance of 
proletarian dictatorship and the socialist nature 
of the Soviet state. Bourgeois ideologists even see 
the theories propounded by some of the "new left" 
as an obstacle to the development of scientific 
Marxist thought. With this aim in view, they en­
courage all sorts of petty-bourgeois and anarchist 
concepts seeking to prove that in the world today 
it is impossible to orient oneself upon a revolution­
ary doctrine based on the Marxist-Leninist theo­
ry. To justify their eclecticism and utilitarian 
pragmatism, they resort to false historical analo­
gies that can delude politically na'ive and inexpe­
rienced men and women. Thus, the advocates of 
pluralism in ideological trends and theoretical 
concepts, who are against the unity of the revolu­
tionary forces, refer, for instance, to the activity 
of the First International , which, they sav , was 
equally determined by the Marxists and by the 
followers of Proudhon and Bakunin. They belittle 
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Marx's role as the founder of the First lnternation, 
and ignore his struggle against the followers o� 
Proudhon and Bakunin. They also depreciate the 
role played by Lenin and the Bolshevik Party in 
the Great October Revolution. Falsifying history, 
they insist that representatives of different trends­
Social-Democrats, Socialist-Revolutionaries and anar­
chists, equipped, respectively, with the theories of 
Marx, Proudhon, Bakunin and Kropotkin-equally 
contributed to the revolution in Russia. 

The facts refute the pseudo-scientific theories of 
eclectic "pluralism", which ignore the real histor­
ical laws of the class struggle. 

The Socialists of the pre-Marxian era, the Proud­
honists and Bakuninists, who took part in the 
First International and the Paris Commune, had 
petty-bourgeois social origins and reflected petty­
bourgeois attitudes. It was only natural that they 
advocated subjective-psychological idealistic views, 
voluntarism and adventurist tactics. They could 
not understand scientific socialism, the theoretical 
expression of working-class interests. Lenin said 
that in the theoretical plane anarchism had "pro­
duced nothing but general platitudes against explo­
itation".1  The SRs and anarchists in Russia 
were opponents of Marxism, and this eventually 
put their leaders in the counter-revolutionary 
camp. 

The advocates of present-day "pre-Marxian so­
cialism" have come out not only against the theory 
of scientific socialism, but also against socialism 
itself, which has become a historical reality owing 
to the victories of the working class led by its 
vanguard, the Marxist-Leninist parties, equipped 
with this theory. 

Other economists ranking themselves with the 
"new left" take an anti-historical, metaphysical 

1 V. I. Lenin, Collected Work&, Vol. 5, Progress Pu\>li� 
shers, Moscow, 1972, p. 327, 



view of reality. They ignore the fundamental pro­
positions of historical materialism on the succes­
sion of socio-economic formations and the laws of 
the class struggle .  They see the material basis of 
revolution in the introduction of a crude egalita­
rian system of distribution rather than in a transi­
tion to a higher stage of production, which creates 
opportunities for the allround development of 
the individual and for true social equality. 

Marx believed that petty-bourgeois egalitarian 
communism was an expression of private-property 
notions, which were at odds with the goal of build­
ing up a society that would inherit and multiply 
all the achievements of civilisation in the interests 
of the working people. " 

"The thought of every piece of private prop­
erty· as such is at least turned against wealthier 
private property in the form of envy and the 
urge to reduce things to a common level, so 
that this envy and urge even constitute the 
essence of competition. Crude communism is 
only the culmination of this envy and of 
this levelling-down proceeding from the pre­
conceived minimum. It has a definite, limited 
standard."1 

Although in the pre-Marxian period crude egali­
tarian communism played a progressive role in 
criticising capitalism and promoting the revolu­
tionary struggle ,  Marx and Engels did not make 
any allowances for it, denouncing its er-oneus 
politico-economic concepts. They wrote in the 
Manifesto of the Communist Party: 

"The revolutionary literature that accom­
panied these first movements of the proleta-

1 Karl Marx and Frederick' Engels, Collected Works, 
Vol. 3, p. 295. 
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riat had necessarily a reactionary characte1 
It inculcated universal asceticism and social 
levelling in its crudest form."1 

2. Contradictory Tendencies 
in the Political Economy of the "New Left" 

Today, the tendencies of crude egalitarian com­
munism are fed by the social sections that easily 
submit to the primitive notions of petty-bourgeois 
egalitarianism, which starts from the assumption 
that economic equality can allegedly he achieved 
through purely political measures. 

In the developed capitalist countries, egalitarian 
petty-bourgeois theories most easily affect uprooted 
semi-proletarians, lumpen elements, and the middle 
strata of town and country, who hate the rich and 
the powers that be. They fall for the illusion that 
the existing state of affairs can he rapidly changed 
without any fundamental transformations in the 
whole system of the mode of production and social 
relations. 

Reflecting these attitudes, some of the "new left" 
believe that revolutionary strategy should he based 
not only on a struggle between the bourgeoisie and 
the working class, but on a clash between the "rich" 
and the "poor" on the international arena, as well 
as within individual countries. In spite of their 
apparently anti-capitalist tenor, such concepts 
are often used by bourgeois economics to realise its 
class purposes. Thus, the idea being spread by 
some of the "new left" that the working class in the 
richer capitalist countries has "degenerated" and 
"gone bourgeois" help � .bourgeois .economists to 
attack the trade unions, to blame the inflation on 
their "excessive demands", and to secure bans on 
strikes in the name of "law and order". Bourgeois 

1 Ibid., Vol. 6, p. 514. 
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theorists have aiso quite successfully inade use ol 
the contrast between the "new working class", 
which is said to include "white collar workers" 
(employees and the intelligentsia) , and its other 
contingents. Such concepts theoretically justify 
the sectarian contempt towards the struggle for 
working-class unity, indispensable for a victory 
over capitalism. 

But although radical political economy seeks to 
integrate the economic theories of the "new left", 
these do not form a single social stream. An ever 
greater role here belongs to the advocates of genuine 
anti-imperialist action, whose aim is not only to 
master the Marxist-Leninist theory, but to apply 
it in practice. In radical political economy, which 
is far from homogeneous in class terms, one should 
primarily distinguish between the bourgeois and 
the petty-bourgeois wing. 

In contrast to bourgeois apologists, who champion 
big private capitalist property in the means of 
production, petty-bourgeois theorists attack it and 
call for its "fair" redistribution. The petty-bour­
geois inclination to waver between the bourgeoisie 
and the proletariat and try to steer a "middle course" 
can be used both in the interests of the bourgeoi­
sie and in the interests of the working class. Hence 
the need to win over the petty-bourgeois strata of 
the working people to the side of the working class, 
patiently to explain their theoretical delusions, and 
to direct principled and convincing criticism at 
their sociological concepts, which are permeated 
with an anti-imperialist spirit, but at the same time 
can divert them from the high road leading to a 
victory over imperialism. 

So, the analysis of the class roots and social ori­
entation of the various trends within radical poli­
tical economy shows that these cannot be reduced 
to a single denominator. One should distinguish 
its bourgeois wing, which, while criticising tradi­
tional vulgar political economy, still clings to its 
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methodological positions, from oppositional petty­
hourgeois trends. 

In the past few years, radical political economy 
has secured recognition of its "sovereign rights" 
in the universities and on the hook market, for 
bourgeois ideologists realise that radical political 
economy is not the chief adversary of the tradition­
al trends of bourgeois political economy; they 
have to reckon with the fact that the major oppo­
nent of bourgeois economic concepts-both old 
and new-is Marxist-Leninist political economy, 
which is being developed and enriched on the basis 
of a theoretical generalisation of the experience of 
world socialism, the working-class and national 
liberation movements - the interrelated forces of 
the world revolutionary process. 

Now that the masses in the developed capitalist 
countries have become more politically conscious, 
so that the "communist bogey" can no longer be 
used as a serious weapon in the arsenal of ideological 
struggle, bourgeois ideologists have had to change 
the very methods of this struggle. Thus, it is being 
said that "traditional Marxism" is "dogmatic" and 
"obsolete", and takes no account of the latest eco­
nomic and social phenomena. 

But under the present competition between the 
two systems-the major form of the class struggle 
on the international scene-these methods of theo­
retical and ideological struggle are also doomed to 
failure. The course of historical events proves ever 
more convincingly that, far from being obsolete, 
the Marxist theory is permeated with the spirit 
of innovation. 

The attempts to present "traditional Marxism" 
as an ossified dogma cannot be successful ,  like the 
attempts to contrast the Marxist-Leninist economic 
theory with various versions of "legal Marxism" or 
"innovatory" anti-Marxist writings, engendered by 
the narrow-mindedness of petty-bourgeois elements 
in their search for a "middle" road. 
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3. The Growing lntluence of Marxist-Leninist 
Political Economy 

Marxist-Leninist political economy has developed 
with the use of all the achievements of modern 
science. It  has enriched the methods of its research on 
the basis of discoveries in natural science, which 
enable it extensively to apply the methods of quan­
titative analysis, and also the achievements of psy­
chology and sociology in order to take into account 
more fully and comprehensively man's possibili­
ties and requirements, for man's wellbeing and 
allround development is the major goal of socialism. 

In the more than a century since the emergence of 
Marxism, there have been many attempts to formu­
late an economic theory that could hold its ground 
against Marxism. In many instances, the adversa­
ries of Marxism have come out as "innovators", seek­
ing to substantiate their theories with the latest 
scientific discoveries and new social phenomena. 
But history has invariably disproved the theories 
of these false prophets. 

Here is what Lenin, who truly developed Marx's 
economic theory in a creative spirit with a view 
to the achievements of world science and new social 
phenomena, said in this context: 

"I still stick to my old ideas that after 
Marx you can drag in non-Marxian political 
economy only for the purpose of fooling phil­
istines, even if they are 'highly civilised' 
philistines. "1 

Radical political economy, among whose advo­
cates there are many self-styled "prophets", is least 
of all able to challenge the Marxist-Leninist econom­
ic theory. Its very name, "radical political econo­
my", is largely artificial, for it in effect does not 

1 V. I. Lenin, Collected Works, Vol. 33, Progress Publi­
shers, Moscow, 1966, p. 408. 

544 



exist as an integral economic theory. It is a conglo­
merate of different trends engendered by the crisis 
and disintegration of bourgeois political economy. 

But one cannot ignore the fact that radical polit­
ical economy, however amorphous and indefinite, 
reflects the ideology and interests of the interme­
diate social strata in the industrialised capitalist 
countries today. While essentially remaining a 
petty-bourgeois political economy, it differs from 
the old schools. In contrast to the traditional pet­
ty-bourgeois critics of the monopolies, who advocate 
a return to free competition, radical economists, 
especially those belonging to · the "new left", have 
resolutely denied the positive role of capitalist 
competition. Most radical economists realise that 
capitalism should give way to a new society, but 
cannot formulate a realistic programme for the 
advent of such a society. 

As I pointed out earlier, radical economists take 
a middle stand between bourgeois and proletarian 
political economy. In our historical epoch, how­
ever, the logic of the class struggle makes the choice 
inevitable. In these conditions a process of differen­
tiation is bound to occur. Some of the radical econom­
ists sincerely fighting against imperialist crimes 
(as "socialists at heart") are bol'lnd to go over to 
the side of the working class, whose interests are 
most consistently expressed by Marxist-Leninist 
political economy. 

It starts from the fundamental theoretical conclu­
sion that, owing to the objective laws of the devel­
opment of the productive forces and the resulting 
changes in the relations of production, capitalism 
turns most men and women into wage labourers, 
and production itself into social production, so 
laying the ground for its revolutionary transforma­
tion. The strategy and tactics of the working class's 
revolutionary struggle consist in winning the sup­
port of an overwhelming majority of the people, 
who can overpower the small minority of reaction-
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aries seeking to hold back historical develop­
ment. 

Marxist-Leninists, who are convinced of the su­
periority of their scientific theory and the attractive­
ness of humane communist ideas, and who rely 
on the objective laws of economic development and 
the class struggle, are working for a broad popular 
anti-imperialist coalition both in individual capi­
talist countries and on an international scale. With 
this aim in view, they are prepared to hold theoreti­
cal disputes with the participants in such a coali­
tion, taking an irreconcilable stand for their abid­
ing ideological principles. 



CHAPTER FOURTEEN 

THE GENERAL CRISIS OF CAPITALISM 

AND BOURGEOIS ECONOMIC DOCTRINES 

OF WORLD DEVELOPMENT 

The bankruptcy of the bourgeois politico-economic 
doctrines considered in earlier chapters is due not 
only to the aggravation of capitalist society's con­
tradictions, but also to the influence exerted on the 
world capitalist system by outside forces, namely, 
by the uniformities of the growth and strengthening 
of world socialism, which are becoming the crucial 
factors of world history. They engender the global 
confrontation between the two systems, which pri­
marily manifests itself in the economic competition 
between them, and create a favourable setting for 
the national liberation movement, which erodes 
the imperialist structure of the world economy. 
The growth of socialism and its spread to a number 
of countries inevitibly explodes the bourgeois eco­
nomic doctrines of world development which con­
stitute a major section of vulgar apologetic political 
economy. Nor can these doctrines serve any longer 
as a theoretical substantiation of imperialist strat­
egy in international relations. 

Every theory is tested in practice. The crisis of 
bourgeois economics is primarily due to the ban­
kruptcy of the economic policy based on its doc-
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trines. This crisis makes it necessary to develop 
new doctrines of economic policy, which capitalist 
apologists formulate on the strength of the postu­
lates of bourgeois economics aimed at ensuring 
the rule of capital over labour. There can be no 
other economic policy in countries where the rule 
of capital is still intact. That is why the bankruptcy 
of this or that doctrine of economic policy cannot 
be identified with a collapse of all the postulates 
of bourgeois economics as a theory expressing the 
class interests of the capitalists. There is a well­
known Marxist proposition that the ideas of the 
exploitive ruling class predominate in society so 
long as that class has political power, which enables 
it to hold in spiritual bondage a sizable section 
of the working people. 

But in one area of the ideological contest between 
the bourgeoisie and the working class-the bour­
geois theories of world economic development-it 
is not only the economic doctrines, but also the 
theoretical postulates of bourgeois economics that 
have gone bankrupt. These theories are refuted by 
the practice of the world revolutionary process and 
the deepening general crisis of capitalism. 

Marxist-Leninist parties in all countries of the 
world devote vast attention to studying the uni­
formities of the general crisis of capitalism. 

This is so because, first, the objective economic 
uniformities of the general crisis of capitalism de­
termine the strategy of the revolutionary struggle, 
its long-term tendencies on a global scale. A cor­
rect strategy is decisive for the choice of forms 
and means of struggle. The uniformities of economic 
and political development are not straightforward. 
In analysing the economic laws of capitalism, Marx 
noted that these uniformities manifest themselves 
as tendencies of development. The predominant 
tendency reflecting a uniformity is offset by counter­
tendencies, but the predominant tendency is invin­
cible. In this sense, history is "tendentious": it al-



ways sides with socially progressive classes and 
condemns to death the classes that seek to reverse 
the tide of history and pull mankind back to past 
historical stages. Scientific cognition of the objec­
tive laws of development and their correct inter­
pretation are crucial to the victory of the ascen­
dant class. 

Second, the exceptional attention attached by 
Marxist thinkers to the theory of the general crisis 
of capitalism is due to the fact that this theory is 
an arena of intensive ideological struggle. Western 
theorists ignore the deep-going uniformities of 
world history relating to the succession of socio­
economic formations. Instead of bringing out these 
uniformities, they analyse the short-term situation 
and take a superficial view of reality. Western econ­
omists think it possible to correct capitalist socie­
ty's "shortcomings", which are allegedly due to 
upsets in the functional ties within its economic 
system, to improve it through reform, and refute 
the Marxist-Leninist conclusion on the inevitable 
collapse of the last exploitive system, whose histor­
ical purpose is to prepare the material and social 
prerequisites for mankind's transition to commu­
nism. 

In their ideological struggle against bourgeois 
economics , Marxist thinkers rely on the fundamen­
tal analysis of the uniformities of capitalist socie­
ty's disintegration established by Marx, Engels 
and Lenin, and also on the theoretical generalisa­
tion of the concrete historical development of 
present-day capitalism contained in the documents 
of the CPSU and other Communist parties. 

A comparison of the forecasts made by bourgeois 
economists with historical reality over the long 
term and on a global scale inevitably shows the 
triumph of Marxist-Leninist political economy 
in the struggle against bourgeois concepts. 



1. The Theory of the General Crisis 
of Capitalism and the Basic Postulates 
of Bourgeois Political Economy 

Marx based his conclusion that revolutions and 
the downfall of the capitalist formation were inev­
itable on two fundamental uniformities he dis­
covered. 

The first is that the relations of production always 
correspond to the nature of the productive forces. 
Marx proved that at a definite stage of growth capi­
talist productive forces come into contradiction 
with the relations of production, which no longer 
promote the development of the productive forces 
but fetter these, ushering in the epoch of social 
revolution. 

The second fundamental uniformity is that ma­
chine production, which embodies the productive 
forces corresponding to capitalism, engenders the pro­
' etarian class, which comes to stand at the head 
of mankind's struggle for a better future. 

Marx made these theoretical generalisations on 
the strength of an analysis of concrete historical 
development. The economic crises of 1825 and 
1847 showed that capitalism could not give free 
scope for the development of the productive forces. 
The uprising of the Lyon weavers in 1830 and the 
Chartist movement in England in 1830-40 showed 
the working class's will and ability to wage a polit­
ical struggle against the bourgeoisie. 

Marx analysed the interplay of the productive 
forces and the relations of production on a global 
scale. It was capitalism itself that paved the way 
for regarding the world as a single whole by creat­
ing the world market. Marx saw the development of 
the world market as the chief mission of bourgeois 
society. The capitalist epoch gave rise to the 
international division of labour, which marked 



a gigantic stride forward in the development of 
the productive forces. Marx wrote: 

"Thanks to the application of machinery 
and of steam, the division of labour was able 
to assume such dimensions that large-scale 
industry, detached from the national soil, 
depends entirely on the world market, on 
international exchange, on an international 
division of labour."1 

But capitalism cannot develop the international 
division of labour on the basis of peaceful relations 
among nations enjoying its advantages. This is 
capitalism's Achilles heel, one of the main reasons 
behind its decline and the start of the world social­
ist revolution, born from a global aggravation of 
contradictions between the productive forces and 
the relations of production. 

The First World War brought out these contra­
dictions to their full extent. During the war, Lenin 
used Marx's method to show the inevitability of 
the impending socialist revolution and the general 
crisis of capitalism. He wrote: 

"Marx's method consists, first of all, in 
taking due account of the objective content of 
a historical process at a given moment, in 
definite and concrete conditions; this is in 
order to realise, in the first place, the move­
ment of which class is the mainspring of the 
progress possible in those concrete condi­
tions."2 

At a time when apologetic bourgeois political 
economy glorified the progressive mission of capi­
talism in the development of the productive forces, 
Lenin established that deep-going social upheavals 
were gathering head in the entrails of capitalism. 

1 K arl Marx, Frederick Engels, Collected Works, Vol. 6, 
p. 187. 

' V. � .  �enin� C<!Hected. Works,, Vol.. 21,, p. 143. 



In an article entitled "Under a False Flag", writ­
ten in 1915, Lenin proved this beyond any doubt 
on the strength of an analysis of the tendencies of 
global historical development, and his proof is 
still relevant today. He pointed out that the bour­
geoisie had played a historically progressive role 
in the development of the productive forces only 
in the first epoch of modern history, which had 
started with the French bourgeois revolution in 
1789 and ended in 1871.  It had been 

"an epoch of bourgeois-democratic movements 
in general and of bourgeois-national move­
ments in particular, an epoch of the rapid 
breakdown of the obsolete feudal-absolutist 
institutions."1 

Then came the second epoch of modern history, 
that 

"of the full domination and decline of the 
bourgeoisie, one of transition from its prog­
ressive character towards reactionary and 
even ultra-reactionary finance capital . . .  
an epoch in which a new class-present-day 
democracy-is preparing and slowly muster­
ing its forces."2 

In that period, it is no longer the export of com­
modities, but the export of capital that becomes 
the decisive form of economic ties and is connected 
with a tendency towards monopoly domination 
of the market and monopoly rule of territories 
through annexation. 

That period of modern history ended with the 
outbreak of the imperialist world war, which start­
ed the third epoch and was the result of the use 
of the most reactionary methods of struggle for 
an expansion of the markets with the help of "local 
wars" for monopoly ownership of territory. The 
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struggle for a redivision and subjugation of colo­
nial empires, ruled by nationally isolated groups 
of the financial oligarchy, became a "legalised" 
instrument in the expanded reproduction of capi­
tal. In this way, monopoly capital sought to ensure 
the development of its production base, which out­
grew the framework of national states. Militarisa­
tion of the economy and the arms race were among 
the inevitable costs in the deformative develop­
ment of capitalist productive forces and the inter­
national division of labour at its imperialist stage. 

Lenin wrote: 

"The bourgeois-national state framework, 
which in the first epoch was the mainstay 
of the development of the productive forces 
of a humanity that was liberating itself from 
feudalism, has now, in the third epoch, become 
a hindrance to the further development of 
the productive forces. From a rising and pro­
gressive class the bourgeoisie has turned into 
a declining, decadent, and reactionary class. 
It is quite another class that is now on the 
upgrade on a broad historical scaJe."1 

This "decadent" class played its extremely reac­
tionary role not only by fattening on the produc­
tion of lethal weapons and plunder of the colonies. 
Once the bourgeoisie had destroyed the main bas­
tions of feudalism in Europe, it took up a policy 
of conserving and implanting slave-holding .and 
feudal forms of exploitation in the colonies it had 
seized. Emphasising this cardinal fact, which shows 
the reactionary nature of the monopoly bourgeoisie, 
and pointing out that the world war was a war to 
redivide the colonies, Lenin noted: 

''The third epoch, which has just set in, 
places the bourgeoisie in the same 'position' 

Ibid., p. 149, 
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as that in which the feudal lords found them­
selves during the first epoch."1 

In these conditions, when the bourgeoisie of the 
imperialist countries had become utterly reaction­
ary, the working class-the only revolutionary 
class-was called upon by history to ensure the 
development of the productive forces on the scale 
of the world economy. First of all , it was ·necessary 
to destroy the imperialist structure of the world 
economy. At the same time, the working class had 
to put an end to world wars, which had made the 
domination of monopoly capital with its imperialist 
policy the most sanguinary epoch in mankind's 
history. 

In June 1918, when German imperialism hoped 
to strengthen its war machine by occupying Soviet 
territory taken over on the basis of the fettering 
Brest Peace, and the Entente was prepared to con­
tinue the war to a victorious end with the help of 
the growing US military-economic potential re­
cently involved in the war, Lenin characterised 
the untold suffering inflicted by the war and the 
imperialists' reckless urge to continue the massacre, 
and came to an extremely important theoretical 
conclusion on the nature of the crisis of capitalism 
engendered by the global scale of the imperialist 
world war. As he pointed out, the war would inevi­
tably "undermine the very foundations of human 
society", 2 and emphasised that the task now was 
"the preservation of human society".3 

The ·jhistorically imperative need to eliminate 
imperialist wars:Jfrom the \life of society and lay 
the groundwork for peace and friendship among 
nations was marked !by the victory '.of the Great 
October Socialist Revolution, which enabled Eura-

1 Ibid. ,  p. 146. 
2 V. I. Lenin, Collected Works, Vol. 27, Progress 

Publishers, Mo$cow, 1977, p. 422. 
a /bid., P· 425, 
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sia's biggest state to withdraw from the war, made 
a gigantic breach in the world capitalist economy, 
paved the way for building the world's first social­
ist state and a qualitatively new world economy 
based on coexistence and economic competition 
between the two antagonistic social systems. 

2. The Bankruptcy of Imperialist Apologetics 

Criticism of bourgeois and reformist concepts 
of world economic development was a major ele­
ment in Lenin's theoretical activity in preparing 
the October Revolution. 

Lenin continued the research started by :Ma::.-x 
in his Capital and analysed the qualitative changes 
in the development of the contradictions between 
the productive forces and the relations of produc­
tion, caused by the capitalist methods of sociali­
sation of production under monopoly rule. 

On the strength of that analysis, he predicted 
that imperialist world wars were inevitable, that 
capitalism would develop unevenly, that a social­
ist revolution could not win out simultaneously 
in all the capitalist countries, and that the world 
revolutionary process would unfold against the 
background of an economic competition and peace­
ful coexistence between capitalism and socialism, 
in the course of which world economic ties would 
take shape on the basis of international division of 
labour involving the two contending modes of 
production. 

To counter the theory of progressing international 
division of labour as the chief factor in the develop­
ment of the productive forces in the interests of the 
whole of mankind, which Marxism had raised to 
a new stage, the ideologists of the monopoly bour­
geoisie not only formulated apologetic concepts of 
vulgar political economy, but also sought to spread 
great-power nationalism and imperialism. 

In their evolµtjon1 t4e boµr�eois theories of 
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international division of labour took various forms, 
which expressed the interests of the bourgeoisie 
of both dominant and small nations. Thus, the 
theory of free trade, which stemmed from Smith 
and Ricardo's doctrine of the international divi­
sion of labour, was used by England back in the 
mid-19th century, when capitalism was still on 
the whole progressive, to consolidate its monopoly 
as the "world's industrial workshop". In contrast 
to that theory, the German economist Friedrich 
List formulated the concept of a national economy, 
which raised tariff barriers against foreign compe­
t ition. His concept reflected the striving of young 
capitalist states to take a stand against the monop­
oly of English industry, in order to build up an 
industrial basis for their own economy. But List's 
theory was subsequently used to justify the aggres­
sive imperialist protectionism of these young states 
and the ideas of economic autarky, serving to vin­
dicate their policy of militarising the economy. 
So, the bourgeois concepts of the world economy 
were purged of all progressive ideas and helped 
monopoly capital to manipulate the masses for 
its own imperialist purposes. 

In the imperialist epoch, the gnosiological hori­
zon of bourgeois political economy markedly nar­
rowed down. Its traditional theories of the inter­
national division of labour were based on the ex­
change concept. That was more or less natural in 
an epoch when the world market was taking shape 
and when the exchange of commodities was the 
main form of economic ties between states. At the 
turn of the 19th century, when the world capitalist 
market was beginning to take form and the export 
of commodities was giving way to the export of 
capital as the crucial form of economic ties, vulgar 
bourgeois political economy was even less able to 
understand the substance of the international divi­
sion of labour. The exchange concept could not ex­
plain, even superficially, the formation of the wo:rld 



capitalist economy. Still, it became even more 
important as an instrument of apologetics, aimed 
to conceal the ever more reactionary essence of the 
international capitalist division of labour. 

That was why Lenin subjected to withering crit­
icism bourgeois theories of the world economy based 
on the exchange concept. In his Notebooks on 
Imperialism !Lenin considers from this angle the 
methodological principles in the works of Sigmund 
Schilder, Richard Calwer, Bernhard Harms, Eugene 
Agahd and others. Here is what he wrote about 
Schilder's book, Development Trends in the World 
Economy, Vol .  I ,  Berlin, 1912. (Vol. I :  Planned?/ 
Influence on the World Economy) : 

"The jtitle is too sweeping, the subtitle 
plainly fraudulent, for the author has special­
ised in tariff policy = there you have his 
planned influence! !"1 

What made the title too sweeping was that the 
book dealt with world trade, whereas the tenden­
cies of world economic development, as Lenin had 
convincingly shown in his analysis of imperialism, 
were determined by the export of capital, which 
had led to the domination of the imperialist states' 
financial oligarchy over a vast majority of mankind. 
In contrast to the exchange of commodities, the 
export of capital gave rise to long-term and con­
stantly reproduced relations of dependence between 
the creditor and the debtor countries. Ever more 
states were turning into interconnected links of 
the world economy. The export of capital en­
trenched the imperialist states' monopoly right to 
exploit any unoccupied territory rich in raw mate­
rial deposits, proved or potential. The imperialist 
tendency now was to form closed colonial empires 
ena.bling the metropolitan country to invest capital 
on the most favourable terms, and also to form 

1 V. I. Lenin, Collected Works, Vol. 39, Progress 
Publishers, Moscow , 1968, p. 96. 
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:monopoly markets guaranteeing them from the 
vicissitudes of competition. The export of capital 
enhanced the role of coercive, non-economic meth­
ods in the exploitation of the colonies. The 
advent of the imperialist epoch was marked by 
"local wars" for a seizure and redivision of colonies. 

From the standpoint of the financial oligarchy, 
these wars were not even considered to be real wars. 
In Europe, there had been no wars for more than 
40 years, ever since Prussia had defeated the French 
army at Sedan, and the two adversaries had joined 
forces to suppress the Paris Commune in 1871 .  
The population of  the metropolitan countries had 
the illusion that their territory was free of wars 
once and for all. This enabled bourgeois apologists 
to extoll the new forms of monopoly expansion 
based on the export of capital and its international 
interlacing, and to paint idyllic pictures of world 
economic development and harmonious interna­
tional division of labour. The revisionist Karl 
Kautsky echoed these views. He tried to prove 
that the growing international interlacing of capi­
tals would lead to the establishment of a global 
trust and moderate imperialist contradictions. Ex­
posing his conclusions, Lenin wrote: 

"Kautsky' s  utterly meaningless talk about 
ultraimperialism encourages, among other 
things, that profoundly mistaken idea which 
only brings grist to the mill of the apologists 
of imperialism, i .e . ,  that the rule of finance 
capital lessens the unevenness and contradic­
tions inherent in the world economy, whereas 
in reality it increases them."1 

When the world war broke out, bourgeois and 
social-imperialist theorists could not explain its 
causes. 

These theorists, who ignored the decisive role 
of the export of capital in the international division. 

1 V. I .  Lenin, Collected Works, Vol. 22, p. 272. 

558 



of labour, also i.overlooked0 another major feature 
of the imperialist epoch. The export of capital to 
the colonies and semi-colonies promoted the emerg­
ence in the latter of two new classes, the industrial 
proletariat and the national bourgeoisie, which 
were to play a crucial role in the national libera­
tion movement that subsequently led to the col­
lapse of the colonial system of imperialism. 

During the First World War and the early post­
war years, Lenin made a comprehensive theoretical 
analysis of the way in which capitalism had ex­
hausted its progressive mission in the international 
division of labour and showed that the imperialist 
concepts of the world economy were quite worthless. 

He showed that capitalism, which had made im­
perialist wars an instrument of competition, had 
exhausted its progressive historical role in the 
development of the productive forces. With capi­
talist society's transition to its state-monopoly 
stage, militarism-the production of destructive 
forces-becomes its integral feature not only in 
time of war, but also in peacetime. Lenin proved 
that these conditions necessitated a world socialist 
revolution, which was to create conditions for the 
development of the productive forces on the basis 
of a fundamentally new international division of 
labour in the interests of the whole of mankind. 

From the methodological standpoint, one impor­
tant point to recall in arguing against our ideologi-:­
cal opponents-bourgeois economists-is that the 
general crisis of capitalism was triggered off by 
the First World War. It was that war, and not the 
socialist revolution or civil wars, that threw the 
world economy into chaos. The war clearly showed 
that the bourgeoisie could not ensure the develop­
ment of the productive forces on the scale of the 
world capitalist economy. 

The socialist revolution had the creative poten­
tial to overcome the chaos and anarchy in the inter­
national division of labour. This tendency, noted 
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by Lenin, has distinctly manifested itself at every 
stage of the general crisis of capitalism. One irre­
sistible uniformity of social development, which 
makes it imperative to prevent world wars so as 
to ensure the progressive development of the global 
productive forces, is that at every new stage of the 
general crisis of capitalism the sphere of imperialist 
domination is narrowed down under the onslaught of 
the revolutionary forces. The laws of history work 
for peace. 

L. I. Breshnev said at the World Congress of 
Peace Forces: 

"Our philosophy of peace is a philosophy of 
historical optimism. Though the present sit­
uation is complicated and contradictory, we 
are confident that the broad peace offensive 
now under way will be successful. "1 

The world revolutionary process which unfolded 
after the October Revolution and whose main con­
tent is the worldwide transition from capitalism 
to socialism, has entailed the collapse of all the 
colonial empires and raised an insurmountable 
barrier in the way of the financial oligarchy's 
efforts to build up new empires, including those 
disguised by a neocolonialist screen. 2 

The victory over fascism in the Second World 
War, in which the decisive role was played by the 
Soviet Union, fighting together with the capitalist 
countries of the anti-fascist coalition, the Resistance 
movement on the territories occupied by the aggres­
sors, and the national liberation movement of' the 
colonial peoples, who saw fascism as a force seek­
ing to perpetuate colonialism" showed that the 

1 L. I. Brezhnev, Following Lenin's Course, Speeches 
and Articles, Progress Publishers, Moscow, 1975, p. 327.. 

� The last of the colonial empires was eliminated . by 
the anti-fascist revolution in Portugal in April 1974, whiGh 
joined forces with the national liberation movement in 
Portugal's overseas territories. 

560 



attempts to bring back the epoch of the formation 
of world empires were doomed to failure. 

After the Second World War, bourgeois econo­
mists set out to prove that it was necessary and 
possible to maintain the historically conditioned 
economic ties between the metropolitan countries 
and the young national states on the basis of "part­
nership" which, they believed, would guarantee 
profitable investments for private capital. Another 
element of neocolonialist policy was military aid 
to reactionary regimes set up by the social sections 
in the developing countries which hope to prolong 
their existence as accomplices of imperialism. 

But under the steadily developing world revolu­
tionary process, monopoly capital, even with the 
help of neocolonialism, cannot retain the privileges 
it has inherited from the epoch of imperialist en­
slavement. 

There were two historic events marking the be­
ginning of the crisis of neocolonialist policy and 
the postwar imperialist structure of the world capi­
talist economy. 

First, the 15-year-long US intervention in Indo­
china came to an end in 1975 with the military 
defeat of US imperialism and the collapse of the 
Saigon puppet regime. That showed the crisis not 
only of neocolonialism, but also of the cold war 
strategy directed against the socialist countries. 

The second serious factor in the crisis of the neo­
colonialist system was that imperialism lost its 
raw material monopoly in many developing coun­
tries. This process rapidly intensified starting in 
October 1973, when in protest against the US sup­
port of Israeli aggression the Arab countries put 
an embargo on oil exports to the United States and 
quadrupled the price of exported oil. Simultaneous­
ly, a number of Arab countries nationalised the 
oil fields owned by imperialist multinational cor­
porations. This started a chain reaction of price 
rises in oil and other fuels and raw materials, and 
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other developing countries took steps to nationalise 
the property of multinational corporations. 

Such nationalisation markedly strengthened the 
positions of the public sector in many developing 
countries. High prices of exported raw materials 
enabled some of them to accumulate sizable finan­
cial resources, giving them an opportunity to indus­
trialise their economy and free themselves from 
the historically conditioned economic dependence 
on the imperialist powers. At the same time, the 
sharp growth of the state budget made it possible 
to carry out social measures to develop education, 
improve the health service and raise the people's 
cultural standards. 

The US military defeat in Indochina in 1975 made 
it clear that the imperialists could not restore their 
monopoly on raw material sources through armed 
intervention simultaneously directed against many 
developing countries, which resolutely exercised 
by means of nationalisation their sovereign right 
to use their own raw material resources. 

The disintegration of the imperialist structure 
of the world capitalist economy under the influence 
of the revolutionary process (whose power is due 
to the growing strength of the socialist community, 
the intensifying struggle of the working class against 
monopoly rule, and the unprecedented scale of the 
national liberation movement for a total eradi­
cation of the colonialist aftermath) goes hand in 
hand with the collapse of the last bastions of slavery 
and feudalism in capitalism's colonial periphery, 
which hinder the development of the global produc­
tive forces. In most developing countries, large 
foudal estates are being eliminated either through 
revolutions from below or through reform from above, 
the land is handed over to those who work it, 
and class privileges are being abolished. The light 
of scienee and knowledge is dispelling the gloom 
of the Middle Ages. 

The motive forces behind this world historic devel-
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opment, based on the class struggle between social­
ism and capitalism (the contest between the .two 
modes of production and the corresponding ideolog­
ical confrontation), are best brought out by an 
analysis of the strategic tasks being carried out by 
the revolutionary forces at each stage of the general 
crisis of capitalism. 

This also helps to bring out the most important 
features characterising the bankruptcy of bourgeois 
theories of the international division of labour, and 
of related doctrines spearheaded against the revolu­
tionary forces. 

Even in those periods of history when imperialism 
was economically and militarily stronger than so­
cialism, the Marxists took an optimistic view of 
history, orienting their policy with a view to the 
fundamental uniformities of social development. 
Their optimism is based, among other things, on 
the undeniable fact that the October Revolution 
was not a historical accident, but reflected the 
objective requirements of social development, start­
ing the irreversible process of the revolutionary 
transformation of the productive forces and rela­
tions of production on a global scale. 

The forecasts of bourgeois politicians and econo­
mists, who argued that the Soviet state was nonviable 
and the socialist revolution had no prospects ahead 
of it, forecasts which served as guidelines for impe­
rialist strategy, were refuted by history at the very 
first stage of the general crisis of capitalism. Back 
in the early 1920s, the imperialist countries had 
to stop their policy of.armed intervention and econom­
ic blockade against Soviet Russia. They had 
to do this in view of the "Hands Off Soviet Russia" 
working-class movement in their own countries and 
the economic crisis of 1920-21, which made the 
capitalists look for opportunities of expanding 
their markets through trade with the world's first 
socialist state. 

But bourgeois economists still hoped that the 
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"socialist experiment" would fail. Soviet Russia's 
new economic policy, aimed at strengthening the 
positions of socialism, was interpreted as a victory 
of the market economy over the planning principles 
of the Soviet economy, with an inevitable restora­
tion of capitalism. At that time, it was the neoclas­
sics who set the fashion in bourgeois economic sci­
ence. They maintained that a state-controlled planned 
economy could not function, for it contradicted 
the laws of the market, which they saw as the only 
mechanism capable of taking into account society's 
real requirements. Socialism was contrasted with 
the US economy, where the operation of spontaneous 
market forces allegedly provided the key to "ever­
lasting prosperity". 

But the disastrous economic crisis of 1929-33 
dispelled the illusions on the stabilisation of the 
world capitalist system, and also the hopes that 
capitalism could be restored in the USSR, whose 
economic development was proving the advantages 
of the planning system. Bourgeois economists could 
not ignore these circumstances, and in the 1930s 
the neoclassical concept gave way to Keynesianism, 
which maintained that capitalism, with its crises 
and mass unemployment, could be saved from a 
disastrous defeat in the contest with socialism only 
by the introduction of economic planning, with the 
capitalist state's vigorous intervention in the econo­
my for the purpose of preserving private capitalist 
property. 

The economic crisis of the 1930s forced the United 
States, the leading capitalist country, to look for 
opportunities to extend its exports through trade 
with the Soviet Union, and to establish diplomatic 
relations with the latter. 

The collapse of capitalist society's relative sta­
bility and the deepening of its general crisis aggra­
vated the contradictions between the imperialist 
powers in the struggle to redivide the world. I t  was 
these contradictions, and not the contest between 
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capitalism and socialism, that led to the Second 
World War. Hitler Germany's aggression in a bid 
to realise the wild idea of a "thousand-year Reich 
of the superior German race" threatened not only 
Western Europe, but also the United States with 
colonial enslavement. Mankind was saved from 
fascist slavery, and civilisation from ruin and a re­
turn to barbarity, solely owing to the utter defeat 
of the fascist aggressors as a result of the Soviet 
Union's participation in the war. 

The Second World War, unleashed by the most 
reactionary forces of imperialism, once again showed 
clearly that capitalism cannot ensure the develop­
ment of the productive forces on the scale of the 
world economy. This historical mission can be per­
formed only by the working class, the pivotal class 
of the epoch, which has risen from slavery to domi­
nation in a whole system of states united by social­
ist relations. The emergence of the socialist com­
munity as a result of the defeat of fascism, and 
the start of the disintegration of the colonial system 
of imperialism were a major feature of the second 
stage of the general crisis of capitalism. 

At that stage, however, imperialism was still 
predominant in the world. The growing unevenness 
in the development of imperialist states turned the 
USA into a dominant force of the world capitalist 
economy. The USA rallied all the imperialist states 
in one military-political camp. As after the First 
World War, imperialist strategists and their ideo­
logical henchmen from among the bourgeois econo­
mists were again trying to prove that it was pos­
sible to hold back the development of the world 
revolutionary process and stabilise capitalism. 

In its strategy, imperialism now counted both 
on economic and military strength. In its economic 
competition with socialism, capitalism hoped to 
realise the potentials of the incipient scientific 
and technical revolution. To stimulate scientific 
and technical progress, a new system of state-monop-

565 



oly regulation of the economy was introduced in 
the developed capitalist countries, envisaging changes 
in its sectoral structure on the basis of "growth 
policy", with new industries growing faster than 
the traditional industries. Economic growth was 
presented as the most effective way to carry out 
social reforms and its goal was said to be the estab­
lishment of a "consumer society". Bourgeois econo­
mists tried to prove that in a "consumer society", 
allegedly free of economic crises and constantly 
increasing its wealth, it would be possible to inte­
grate the working class into the system of state­
monopoly capitalism and prevent the working-class 
movement from developing into a revolutionary 
class struggle. 

In their struggle against socialism, the imperial­
ists also' counted on their military superiority. 
With the help of atomic and nuclear weapons and 
the virtually global system of military bases'equipped 
with strategic aircraft targeted at the vital 
centres of the socialist countries, the United States 
at that time enjoyed the advantage of relative 
strategic invulnerability. This enabled it to lay 
claim to the role of world policeman in the struggle 
against the revolutionary forces. 

These circumstances gave rise to illusions among 
bourgeois strategists and specialists in the world 
economy that capitalism had been stabilised, that 
communism could be "rolled back" and the world 
revolutionary forces defeated. 

But the fundamental uniformities of world histo­
ry relating to the economic competition between 
the two systems and ignored by bourgeois theorists 
manifested themselves with renewed force. In the 
second half of the 1950s, having blended the poten­
tialities of the scientific and technical revolution 
with the advantages of its economic planning system, 
the Soviet Union was the first to enter the space 
age, and this altered the strategic situation in the 
world. The leading imperialist country had no 
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alternative hut to recognise the need for peaceful 
coexistence between the two systems. For the first 
time ever, prerequisites for the next stage of the 
general crisis of capitalism took shape in peacetime. 
At this new, third stage, socialism has gradually 
become the decisive force of world develop­
ment. 

The second half of the 1960s also saw the failure 
of the policy of integrating the working class into 
the system of state-monopoly capital�sm on the 
basis of a "consumer society". State-monopoly 
measures to stimulate economic growth through 
deficit financing and vast outlays on militarisation 
led to runaway inflation, which reduced the real 
wages of workers and the incomes of sizable middle 
strata in town and country. In spite of continued 
economic growth, the developed capitalist countries 
were hit by grave socio-political crises. They were 
the scene of a powerful strike movement of the 
working people, who put forward political demands 
aimed against the whole system of state-monopoly 
capitalism. 

Imperialist positions in the developing countries 
weakened. Having won political independence, 
the peoples of many of these countries continued 
fighting for economic independence. The national 
liberation movement was rising to a new stage in the 
struggle against all forms of exploitation, both 
precapitalist and capitalist. This changed the stra­
tegic situation on all the three continents of the 
so-called Third World. After the victory of the 
socialist revolution in Cuba, the anti-imperialist 
movement spread across a large section of Latin 
America. The suppression of the revolution in Chile 
dealt a heavy blow at this movement, but did not 
alter the balance of forces in favour of imperialism. 
In Asia, th(! defeat of US imperialism in Indochina 
gave a new impulse to the national liberation move� 
ment for a decisive attack on imperialism. In Africa, 
the rae,ist.;eolonialist regimes in South Africa and 
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Rhodesia found themselves in even greater Isolation 
with the fall of Portugal's colonial empire. 

Imperialist positions were considerably weakened 
by the economic crisis of 1974-75, which for the 
first time since the 1930s spread virtually across the 
whole capitalist world . Its specific feature was 
that it coincided with an energy, raw material and 
ecological crises, and was coupled with the disinteg­
ration of the monetary system and with rocketing 
inflation, when the anarchy in the world capitalist 
economy was intensified to an uprecedented degree. 

It was historical reality itself, with the general 
crisis of capitalism, that eroded the traditional 
foundations of bourgeois political economy. 

3. The Crisis 
of Bourgeois Political Economy 

So long as the Soviet Union was the world's only 
socialist state, there were no bourgeois theories of 
the international division of labour reckoning with 
the need for the long-term coexistence and contest 
between the two antagonistic modes of production. 
Bourgeois economists believed that socialism, sur­
rounded by capitalist countries, was doomed. Even 
the most far-sighted bourgeois economists did not 
envisage the possibility of its playing an active 
role in the transformation of the whole system of 
the international division of labour. Bourgeois con­
cepts of stabilising capitalism were largely confined 
to the national framework. It was only during the 
Second World War, which showed the inevitable 
prospect of gigantic upheavals in the whole capital­
ist system owing to the Soviet Union's  decisive 
role in defeating fascism, that bourgeois politicaF 
economy was faced with the need to formulate new· 
concepts of world development. It concentrated on 
the problem of overcoming the contradictions within 
the world capitalist economy in order to prevent 
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socialist revolutions and the drop-out of new coun­
tries from the imperialist system. 

It was Keynes who formulated such a global 
concept for stabilising the capitalist economy, with 
a worldwide programme of state-monopoly regula­
tion. As a vulgar economist proceeding from the 
exchange concept, he believed that to save capital­
ism from revolutionary upheavals it was necessary 
right after the war to set in motion the machinery 
for regulating monetary relations, international 
credit and world trade. 

Recalling the stabilisation of the Deutsche Mark 
under the Dawes Plan after the First World War, 
K eynes was primarily concerned about the fact 
that towards the end of the war the capitalist states 
should .set up a system of international mutual 
assistance to provide financial and material resources 
for suppressing the revolution first in Western 
Europe and then in other regions. Keynes's ideas 
were embodied in the International Monetary 
Fund (IMF), the International Bank for Recon­
struction and Development (IBRD) and the Gen­
eral Agreement on Tariffs and Trade (GATT) which 
were set up as specialised UN agencies. 

The very formation of the United Nations Organ­
isation with the Soviet Union taking part as a 
victor power with a permanent place on the Seem ... 
ity Council, which takes its decisions on the princi­
ple of unanimity, implied recognition of the need 
not only for coexistence between the two systems, 
but also for cooperation after the war. 

But so long as imperialism enjoyed economic and 
military superiority, bourgeois concepts of the 
international division of labour ignored the need 
for cooperation between the two systems. Moreover, 
they started from the assumption that the UN and 
its specialised agencies should be used as an instru­
ment of state-monopoly regulation of the world 
capitalist economy in order to ensure the gradual 
"erosion of socialism" and the involvement of the 
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developing countries in the international capital­
ist division of labour. 

However, as the socialist community grew strong­
er and colonial empires disintegrated , the UN 
could not be used as a superstructure of the world 
capitalist economy. I n  spite of imperialist oppo­
sition, the UN changed along lines which reflected 
the objective specific features of the new structure 
of the world economy. Its membership increased 
largely under the influence of the uniformities of 
the world revolutionary process not envisaged in 
the bourgeois concepts of the international division 
of labour. The evolution of these concepts in view 
of the need to adjust to the new situation in the 
world is most instructive. 

Keynes's  above-mentioned programme, which 
influenced the formation of the specialised UN 
agencies, was based on the decisive role of British­
US imperialism in reorganising the world capitalist 
economy. The large loan granted by Washington 
to Britain in 1946, which was negotiated by Key­
nes, was an act of the state-monopoly export of US 
capital to Europe, which subsequently led to the Mar­
shall Plan and created the prerequisites for imperial­
ist integration. The ultimate goal of US-encour­
aged imperialist integration was to mould an Atlan­
tic alliance as a single military-economic bloc incor­
porating all the developed capitalist countries. 

The Keynesian policy of exporting capital to the 
former colonial and semi-colonial countries helped 
to shape a major line of imperialist economic stra­
tegy, which became an organic element of neocolo­
nialist policy. 
; But imperialist ideologists and statesmen were 
unable to follow a common strategy in regulating 
the international division of labour and to rule 
out the world socialist system's active influence' 
on this process. 
' Interimperialist contradictions were the main 
obstade in the way to such a eommon · strategy� 
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Since capitalism develops unevenly, instead of one 
power centre in the capitalist world, which took 
shape under US hegemony, there emerged three 
power centres: the United States, Western Europe 
and Japan. It was no longer possible to regulate 
the world capitalist economy from a single centre. 
Under the pressure of capitalist competition, the 
West European countries and Japan refused to play 
the role assigned to them by Washington. They 
violated the agreement on the economic blockade 
of the socialist countries and took the road of 
developing economic ties with these countries, 
envisaging not only broader trade,  but also long­
term cooperation projects. As a result, the pressure 
of capitalist competition served to aggravate the 
contest between the United States and its partners 
for the new and promising market in the socialist 
countries, whose stability is guaranteed by the 
planning system. 

What made it impossible for Washington to regu­
late the global capitalist economy was not only the 
emergence of three power centres, but also the for­
mation within it of yet another force that could not 
be controlled from a single centre: the multinational 
corporations, which even juridically were no longer 
subject to the control of individual capitalist gov­
ernments. In their exterritorial economic "empires" 
incorporating dozens of states, the multination­
als are guided solely by their own selfish interests 
of profit-seeking, so enhancing the anarchy in the 
world capitalist economy. The "multinationals put 
into effect the most plunderous colonialist plans, 
dismissing the hypocritical promises of "aid" lavished 
on the developing countries by neocolonialist 
apologists. At the same time, some of the multina­
tionals, reckoning on the strength of their market 
strategy, were quicker than the governments of the 
host countries to realise the profitability of orders 
from the socialist states, and have been using their 
own resources to credit sueh deals. 



So, in spite 'of the wishes of the imperialist forces, 
the socialist countries are playing an ever more 
important role in the international division of la­
bour with the developed capitalist countries; without 
this, it would have been impossible to carry on the 
reproduction process in an ever wider range of 
industries. 

The imperialist attempts to isolate the socialist 
countries from the young national states have proved 
to be even more futile. This was the area where 
the bourgeois theories of the international division 
of labour failed first of all. 

The models of economic growth offered to the 
developing countries by bourgeois theorists from 
the former metropolitan countries were purely 
technocratic, and did not envisage any meaningful 
socio-economic transformations. Naturally, the at­
tempts to perpetuate the vestiges of slavery and 
feudalism in the developing countries were resisted 
by the national liberation movement, which1involved 
ever broader sections of the population. Objec­
tive economic and political uniformities urged the 
masses to fight for a break with imperialist military 
blocs, for ousting the multinationals from the key 
sectors of the economy, and for the non-capitalist 
road of development, which opens up opportunities 
for radical socio-economic transformations. 

Assistance from the socialist states made it pos­
sible for the former colonial countries to take part 
in the international divison of labour on an equal 
footing. 

So, both the uniformities of the general crisis of 
capitalism and the logic of the world revolutionary 
process called not only for peaceful coexistence, but 
also for mutually advantageous long-term coopera­
tion between the two systems. At the turn of the 
1960s, it also became necessary for the two systems 
to cooperate in the solution of vital problems facing 
the whole of mankind and engendered by the random 
forces of market competition that are in play in 



the wodd capitalist econotny. Among these problems 
was the urgent need to end the race in nuclear weap­
ons and stop their proliferation, to overcome the 
dangerous consequences of the violation of the glob­
al ecological balance, and to solve the world food 
problem. The socialist countries launched an active 
campaign to solve these vast problems on the basis 
of cooperation between the two systems, opening up 
totally new prospects for the international division 
of labour. 

Realisation of the Peace Programme adopted by 
the 24th Congress of the CPSU and further elaborat­
ed by the 25th Congress acquired exceptional im­
portance in the early 1970s, in view of the deep-going 
changes in the development of the general crisis 
of capitalism. The Peace Programme formulated 
in concentrated form the objective tendencies of 
global historical development conditioned by the 
victories of socialism and the world revolutionary 
forces as a result of the economic competition be­
tween the two systems, which has paved the way 
for qualitative changes in the development of the 
productive forces on the scale of the whole planet 
and in the interests of the whole of mankind. 

The realisation of the Peace Programme, whose 
aim is to make peaceful coexistence and mutually 
advantageous cooperation between the two systems 
irreversible, has in the first place created a practical 
basis for ruling out world wars from the life of 
society and gradually ridding the peoples from the 
grave burden of the arms race. The first step in this 
direction was the agreement on limiting nuclear­
missile weapons, which should be followed up 
with measures to reduce conventional arms and 
to use the funds released as a result of cuts in the 
military budgets of developed states as aid to the 
developing countries. 

The Peace Programme substantiates the possi­
bility of developing the world economy on the 
basis of the international division of labour, peace 
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and friendship among all ha.tions of the planet. 
Formation of conditions for the rational use of 

resources and development of the productive forces 
on a global scale is a task which capitalism could 
not even formulate. The socialist countries' initia­
tive in ihis respect shows the decisive role of the 
new relations of production for the development of 
the modern productive forces. The fact that capital­
ism can no longer openly reject such a programme, 
and that the initiative in its implementation is in 
the hands of the socialist forces is due not only to 
the deepening general crisis of capitalism, but also 
to the bankruptcy of bourgeois economic doctrines 
of world development. 

International detente, however, is only a tendency 
of development, which is at cross-purposes, so long 
as imperialism exists, with a counter-tendency. 
Imperialism has not laid down its arms, especially 
in the ideological struggle. Bourgeois theorists, 
while recognising the principle of peaceful coexist­
ence, have recently devoted special attention to a 
theoretical renewal of their anti-communist doc­
trines. Petty-bourgeois ideologists are also helping 
them in this endeavour. 

As it was pointed out at the 26th Congress of the 
CPSU, 

"the policy of peaceful coexistence charted 
years ago by Lenin is exercising an increasing­
ly decisive influence on present-day inter­
national relations. The seventies have shown 
this convincingly." 1 

Marxists-Leninists have vigorously criticised bour­
geois and petty-bourgeois political economy in order 
to accelerate the revolutionary transformation of 

1 L. I. Brezhnev, Report of the Central Committee of 
the CPSU to the XXVI Congress of the Communist Party 
of the Soviet Union and the Immediate Tasks of the 
Party in Home and Foreign Policy, Novosti Press Agency 
Publishing House, Mosoow, 1981, pp. 34-35. 
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the world in the interests of the whoie of mankind . 
One of the most powerful instruments in this ideo­
logical struggle is the Marxist-Leninist theory of the 
general crisis of capitalism, which brings out the 
objective laws leading to the collapse of the impe� 
rialist structure of the world economy, the uniforA 
mities of the world revolutionary process, and the 
role of the economic contest between the two systems 
in building up a world economy based on planned 
and balanced use of the Earth 's resources in the 
conditions of peace and friendship between all 
states and nations. 



Request to Readers 

Progress Publishers would be glad to 
have your opinion of this book, its transla­
tion and design and any suggestions you may 
have for futura publications. 

Please send all your comments to 1 7, 
Zubovsky Boulevard, Moscow, USSR. 
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