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IntroductIon

EconomIcs bEtwEEn scIEncE and ‘non-scIEncE’  
In thE currEnt crIsIs of thE capItalIst systEm

one day I said: ‘I became a revolutionary in this university’ but it was 
because I came in contact with those books. well before I had commit-
ted myself, without having read any of those books, I was questioning  
capitalist political economy. Even at that time, it all seemed irrational  
to me; and I took a political economy course during my first year, held  
by portela, 900 mimeographed pages, really difficult, almost everyone 
failed. That professor was terrifying.

It was an economics that explained the laws of capitalism and exam-
ined the various theories about the origin of value; it also mentioned the 
marxists, the utopians, the communists, in short, every economic the-
ory. but once I began studying the political economy of capitalism,  
I began having great doubts, I began questioning all that.

– Speech delivered by Fidel Castro Ruz, President of the Republic of Cuba, 
in the Aula Magna of the University of Havana on November 17, 2005,  
at the Commemoration of the 60th Anniversary of his admission to the 
University of Havana.

political Economy, “in a wider sense, is the science of those laws  
that regulate production and exchange of material means of life in 
human society” (Engels). It studies the system of laws that regulate 
production, distribution, exchange and consumption of material 
goods. The economic relation is a practical and productive one, for 
which individuals or social classes achieve their purposes by means of 
the product of their work. These kinds of relations define who regu-
lates the whole production process, what are the goods that have to be 
produced, how to produce them, who and how many people will be 
able to access the market and under what conditions. Therefore, politi-
cal economy should be considered as the analysis of the set of social 
laws that regulate a socially determined production and distribution 
system.

It is often thought that the substitution of political economy with 
so-called “economics” occurred at the end of the 19th century. The 
Economics of Industry, the work of alfred marshall and his wife, is 
regarded as the first treatise about this subject. It actually is relevant  
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for us to briefly comment on this work’s premises, especially from  
the standpoint of the development of science. modern empirical sci-
ence, which started to develop during the 16th and 17th centuries in 
renaissance Europe, constantly employs idealized representations of 
reality as foundations of experiments, reasoning and projections on 
reality. working with these idealizations is not objectionable, and it 
constitutes a fundamental instrument for scientific work in natural, 
mathematical and social sciences.

as far as social sciences are concerned, the attempt to convert these 
idealizations into widely shared projects of perfect societies which we 
should slowly try to resemble represents a problem. This kind of uto-
pian belief plays a central role in neoclassical thought, and seems to be 
a peculiarity of the sciences of modernity. perfect competition, free-
dom of access to the market, free trade, general equilibrium, the theory 
of strategic market planning, functionalism with its proposal of bal-
anced institutionalization, and many others assume the hypothesis of a 
perfect estimate (omniscience).

In the 19th century positivism, the idea of “tangibility” and “formal-
ized realism” are considered as the main evidence of science. The pre-
sumed virtues of differential and integral calculus, with the form of a 
mathematical model, contributed to build an environment of scientific 
fundamentalism, a kind of metaphysics which replaces theoretical 
models for the concrete reality of the world and of everyday life.

neoclassical thought brought deep changes into economic method-
ology, which begins to be characterized by the denial of the theory of 
social division of labour, followed by the refusal of the law of value, the 
abandonment of the theory of economic surplus and, thus, of the anal-
ysis of class contradictions. It also introduces a market-centered vision, 
where perfect competition is the unit of measure and regulates the 
whole of human interactions.

The neoclassical economist’s denial of the theory of value constitutes 
a relevant digression. as long as the economy had been thought of as 
part of the human reproduction sphere, the theory of value seemed to 
be adequate in order to carry out such an analysis. but this element 
disappeared as soon as economics, intended as bourgeois science, 
turned into the administration of scarcity.

to consider scarcity as economic theory’s main subject means to 
develop economics on the basis of supply and demand. This is the rea-
son why neoclassical subjective theory of value bases itself, first on 
utility value, and, secondly, on the empirical simplicity of deriving 
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prices from supply and demand, which results in the derived concepts 
of competition, scarcity, etc.

despite the neoclassical denial, we should not forget the class nature 
of marx’s analysis. according to Knut wicksell (1851–1926), the the-
ory of labour value seriously concerned neoclassicists, because of its 
potential of turning into a terrible weapon that could damage the exist-
ing order. If labour was the only source of value, then every other fac-
tor of private production was to be considered as a parasite of the 
production process itself, and their retribution as theft with labour 
being the one and only element with a right to remuneration.

The “austrian school” and the school of Jevons, in England, were 
created independently. They were followed by marshall, walras and 
pareto, members of the so-called “lausanne school,” who built the 
fundamental basics of the marginal approach to economics. This 
school, which was defined by “marginal utility,” reflects the displace-
ment of supply and cost towards consumer demand, transforming util-
ity into an instrument of analysis of economic decisions. These 
categories did not result from a real cost, but from the subjective mar-
ginal utilities of goods. such ideas were subsequently refined, until 
they could demonstrate that it is not the total utility that determines 
prices, but the utility for the last purchaser. This interpretation avoids 
the danger of contamination by the classics and eased the use of 
mathematics.

production factors began to progress autonomously so that the 
value of each factor could stand as a function of the prices of the goods 
it produced: this is what started the theory of marginal utility. during 
this phase of economic thought the production cycle commenced to 
be presented as something that had its origins in the consumer’s deci-
sions and not in the need for capital self-increase.

In his book, Economics, published in most of the world’s languages, 
paul samuelson defines economics as the study of how people and 
society end up choosing, with or without the use of money, employing 
scarce productive resources that could have alternating uses in order to  
produce various commodities over time and their distribution for  
consumption, now or in future, among various groups in society 
(samuelson and nordhaus 2001:25). notice how the object of study 
changes in regards to the cost-benefit analysis of the improvement in 
resources’ distribution.

so the production and the reproduction of the process of economic 
life are replaced by processes of selection and calculation that are 
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aimed at narrowly delimited results. for the neoclassicals, the object 
of economics is the best allocation of resources to improve the yield. 
Therefore, the reproduction and accumulation of capital correspond to 
the need of such an economic rationality.

critiques of this interpretation of economics were soon put for-
ward.  sismonde de sismondi (1773–1842) complained about how 
british political economy, wrapped up in obscure calculations, was 
becoming progressively cryptic, and about the necessity to come closer 
to life and reality. he warned of the generation of ideas that encour-
age  the loss of sight of the facts, while considering public welfare to 
correspond with an increase of economic wealth, and ignores human 
beings’ pain.

It became clear that the economists were on a wrong path that led to 
a point of no return, where science was characterized by the disregard 
for real problems. we could mention many other scholars, such as 
leontief, robinson, Galbraith (assman 1997: 93–193) who criticized 
economic science’s persistent indifference to practical application and 
the explanation of facts. currently, there are entire branches of eco-
nomic theory that are a sort of immunization to critique, leading to an 
ideological denial of critiques.

still, the attitude of the so-called “classical economists,” which out-
lines the very beginning of the history of this pseudo-science, was  
everything but technical or dogmatic: the works by marx, malthus, 
ricardo, smith have little in common with these abstractions or math-
ematical models. They rather favoured comparisons of historically 
determined phenomena that marked the age and country in which 
they occurred, such as the long lasting cycle of growth in Europe and 
the us, during the 19th century. only a very little part of this lesson on 
realism remains in contemporary economic science, where models are 
often required to include, without verification by the reality of things, 
its dangerous ideological deviances. Ideological beliefs can exist only if 
adapted and used as the basis for the “rules of the game”.

according to robinson (1959:362), though many of the premises  
of economic theories cannot be proved, they have the ability to pro-
vide  hypotheses that can be used to orient the economic actions of 
countries and enterprises. such as it is, economics assumes the ideo-
logical bases of the bourgeoisie as the dominant social class. from this 
point of view, the necessities of the Italian academy do not derive from 
any judgement of value, because judgements of value, ideology and 
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political doctrines are generated by subjective conditions of capitalist 
science.

on the other hand, the ideological predominance in the critique fre-
quently leads to total denial. as Joan robinson suggests (1959:362):

we need to admit that each economic doctrine that is not trivial 
 formalism, contains political judgements. but it would be naïve of us to 
choose those doctrines we want to accept because of their political con-
tent. It is foolish to reject an analysis because we do not agree with the 
political judgement of the economist that supports it. That is why the 
“non-science economics” makes the economist that hunter who catches 
ants even if he thought he was hunting elephants…

It is clear that the marxist critique of political economy and neoclassical 
thought has different ideological and scientific premises. but they do 
not necessarily exclude one another (figueroa 2004:198–9). These two 
points of view have to coexist and diverge in order to explain today’s 
economic reality. This coexistence is part of the dialectics of scientific 
thought: the administration of scarcity is a product of the instrumental 
dialectics of means (marx 1976: III, 49). The labour theory of value is 
a theoretical result of the logic of reproduction at the base of human 
life.

to accept the labour theory of value does not mean rejecting the 
other theories. The supply and demand law, for example, provides a 
series of useful indications about the fluctuation of prices. There should 
not be an attempt to eliminate it, but rather to integrate it as part of the 
essential vision that illustrates at what level, determined by the theory 
of labour value, prices fluctuate. marx stated that if the wage, the sur-
plus value, the necessary and the additional labour of a capitalist nature 
are abstracted, then the foundation that is common to each social type 
of production will persist. Therefore, both analyses are necessary and 
legitimate, and a synthesis that outlines the reasons why they are in 
conflict and what social interests are involved, is required in teaching 
and research.

from an academic, scientific and practical perspective, the  
relationship between the marxist critique of political economy and 
neoclassical thought do not have to absolutely exclude each other 
because it is necessary to take into account that neoclassical thought 
itself is composed of multiple schools and tendencies that often times 
diverge. The acceptance of an unique economic idea is useful exclu-
sively from its general political perspective because its application  
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in various capitalist models cannot be always the same, nor have the 
same results.

The marxist critique of political economy is both science and critical 
ideology at the same time. paradoxically, it has limited its own devel-
opment by defining itself as the only science, and in doing so it para-
lyzed and ignored some precise realities in the name of a preconceived 
truth (hinkelammert 1997; 2001). a critique cannot aim at transform-
ing science into an absolute power. In marx’s work, the critique of the 
thought that preceded him led him to a construction based on 
synthesis.

The economic kind of rationality has to be connected to the social 
rationality of the model and not the opposite: in other words, social 
rationality needs economic rationality as its premise, but the economic 
rationality does not automatically express the social kind of rationality. 
It is neither a matter of quantity nor a matter of quality of goods and 
services, but rather of the manner in which they are created and the 
long term social relations that derive from that production method.

This work has limited purpose space and time. It is not an exposi-
tion of the so-called “pure economics” (assuming this has a scientific 
stature, not only in a formal sense, but in a more “explanation of real-
ity” sense). nor is it a theory of the capitalist production in its forms of 
movement, law and period-related tendencies. here, we intend to offer 
a guide to understanding the current phase of globalization of produc-
tion and social reproduction in the capitalist form, referring to the 
theory of the capitalist production as a process. In this sense, we are 
dealing with applied economics, but not with the academic distinc-
tions that determine the various kinds of applied economics, e.g. envi-
ronment, engineering, sociology, etc.

to present a comprehensive, but necessarily not exhaustive, critique 
means indicating possible research horizons by dealing with empirical 
material or examining aspects only mentioned in this work, and devel-
oping conceptual findings proposed here, that have sometimes been 
simplified for a didactic and pedagogic use of the text.

The marxist critique of political economy involves the laws and cat-
egories that regulate capitalist production and the dynamics of its 
intrinsic contradictions. political economy does not involve “produc-
tion,” but the relations between those inside production. no human 
community can be such, without operating within or by working on 
the surrounding nature, since production always stands for reproduc-
tion of a community, that without working and producing would 
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immediately extinguish itself (also self-sufficient farmers base their 
economic relations within the family dimension).

to minimize political economy to the production without taking 
into account the relations of production, not only generates robinson- 
like ideas, which had already been pointed out by marx, but it espe-
cially leads to the “naturalization” of the economy, as occurred in the 
remarkable works by ricardo, who considers all those relations he 
conceptualizes (such as capital, labour, land) as natural and eternal. 
however, the bourgeois economists consider these economic catego-
ries as natural categories of production that can be modified.

The marxist critique of political economy deals with the analysis of 
the phenomena of capitalist society, revealing the laws and categories 
of capitalist production as a reflection of the social relations of produc-
tion, and therefore the class relations of capitalist society. so the object 
of political economy, the “relations of men in the context of produc-
tion,” is always the production and reproduction of human society, 
though relations and conditions are determined by the historical cir-
cumstances. The specific method in which the living labour and the 
so-called “dead labour,” that is, the means of labour and, more gener-
ally, the “means of production” where previous labour is stored, defines 
the fundamental images of the production and reproduction of human 
society, that is, the methods of production. In the capitalist method of 
production, living labour is in the wage earning workforce form, the 
“dead labour” is in the capital form, and production occurs because, 
during its process capital embodies living labour, as it is going to be 
further explained later on in the text.

Globalization in this context is a financial goal (i.e. the instantane-
ous movement of capital, monetary competition and conflicts between 
currency areas). moreover, globalization of goods can only be partially 
carried out.

The labour aspect, which is empirically presented as the access of 
millions of individuals to wage labour, in a directly or a more or less 
disguised way, is completely different. since these masses of individu-
als coexist for capital both on a global and local scale in zones and ter-
ritories of individual countries, this aspect has the practical effect of 
segmenting the working class into strata identified by different levels of 
exploitation, systematically competing against each other (examples 
include the externalization, delocalization, the increase of precarious 
work, stagnating unemployment, as part of the processes of the gener-
alized social factory). but this means, (a) continuity of production  
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(i.e. production and reproduction, since if hypothetically a communi-
ty’s activities came to a perfect standstill, even if just for a month,  
everyone would die). It therefore means (b) labour, and therefore pro-
duction, always operates within precise relations, called the relations  
of production. again, this means, (c) that the productive forces of  
the community, both human or machines, exist, modify, develop and 
perish, too, within a determined set of relations of production. as a 
matter of fact, “productive forces” paralyzed in their abstraction, with-
out those relations in which they operate and develop cannot exist 
without the production process (e.g. old iron tools that rust will 
brought back into the natural cycle.

The current economy has to be contextualized within its historical 
cycle. This cycle begins in the 1970s with a major and still lasting capi-
talist structural crisis of accumulation and overproduction, and is 
characterized by the ability to generate huge structural transforma-
tions, such as the redistribution of wealth and poverty. nowadays we 
are experiencing an increase of poverty in rich countries and an 
increase of wealth in some layers of the population of poor countries.

If global competition rules the system, then so does the concentra-
tion and centralization of capital, as they also generate the daily  
evolution that typifiies capitalism. also, the present-day process of 
flexible accumulation means ever larger concentration and centraliza-
tion. concentration involves, because of this accumulation process, a 
growth in the size and power of capital. small enterprises that cannot 
reach a sufficient level of concentration are not efficient, and sooner or 
later they end up under the control of large capital, represented by 
multinational corporations. In the process of centralization, “big fish 
eat little fish,” that is, capital grows more concentrated not only because 
of its internal dynamics, but also because it pulls together other capital 
through mergers and acquisitions. we are currently experiencing this 
rapid process; for example, the automobile, pharmaceutical and bank-
ing sectors are rapidly centralizing, creating huge chains, which not 
only diversify but spread all over the world.

In a few years, almost every sector of the economy will be domi-
nated by just a few enterprises on a global scale. This process reached 
such a point that international trade is now subjected to those flows 
that are determined by large enterprises as they act on their strategies 
of global localization. finished products exchanged between countries 
is slowly giving way to trade between subsidiaries of companies, placed 
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in different countries, through production delocalization and the 
imperialist use of direct foreign investments and of foreign trade.

after the industrial era and the following post-industrial period  
(or the information period), we can now state that we are living the 
post-information phase, or a phase of deviant communications, that 
has also been called post-fordism or the knowledge economy. Infor-
mation is now very personalized, in the sense that messages are not 
addressed to masses anymore, but tend to meet the requirements of 
ever smaller groups of people, or to reach the single individual and 
then extends to entire social enclaves. we are now living in an epoch of 
global competition, but within the sphere of individual production 
and social loneliness.

Therefore, the enterprise system should mix the different kinds  
of communications, in order to obtain from each type of information, 
the commercial and social results required by the company: the recipi-
ent is the entire society, conceived as a whole composed by isolated 
individuals, unable to organize their dissent toward the empire of  
capital, and for whom the control of information has a techno-social 
domain.

communication does not only conform itself, but tends also to con-
form time and space to make them more functional to its needs. as a 
matter of fact, the capitalist conception considers leisure time as wasted 
time, no matter whether it is spent in resting or for intellectual work 
(real and independent intellectual work is now denigrated since it does 
not produce anything material). Thus, capitalist-oriented communica-
tion encroaches on one’s own private sphere, endeavouring to spread 
the word of consumerism, a world in which it has become essential  
not to be excluded and that does not allow anything else, since “non- 
conformed” people are dangerous “freaks” and have to be excluded 
and subjugated.

on the other hand, present-day capitalism is characterized by the 
hegemony of financial capital. The banking system, that represents the 
heart of the international financial system, is fundamentally a mecha-
nism of centralization (but not concentration, because this results 
from the accumulation carried out by each enterprise). by means of its 
clients’ money, a bank can convert liabilities (deposits) into assets 
(credits). for example, the workers of an enterprise deposit their salary 
in their bank account. The bank lends that money as credit to the 
enterprise, which invests in new technologies, which, in turn, causes a 
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mass layoff of the workers. Is this development? Is this economic 
democracy?

nowadays, mass communications collaborate in this new phase of 
capitalism by reproducing itself and by communicating nothing but 
the culture of profit. It seems to be turning itself into a nomadic, devi-
ant, absolute, and global communication system that can be simply 
defined as goods. These strategic goods transmit the culture of the 
empire of capital in a globalized market, where a crisis exists of an 
overproduction of goods and production factors, but also supports the 
crisis of the social distribution of goods, income and socially fulfilling 
wealth.

during this decades-long process, the triple command over wage 
labour has changed and strengthened.

first command: capital, by giving precarious work, or simply by ask-
ing workers to consider themselves useless (that is, asking them to die), 
chooses at any moment among the many workers of the segmented, 
stratified, available mass, which and how many of the workers should 
join the production process or should be discharged.

The second command of capital is the one wielded by production 
process itself. since a product is to be or a service is to be provided, 
capital makes sure that the techniques, the organization of work, the 
innovations of process, and the product that make possible the manu-
facturing of such goods in a specific period of time, look as if they were 
its own force of production.

The third command of capital consists of the fact that the product 
(good or service) is a commodity, so it has to be sold. Through this sale 
capital’s valorization is actualized. so the entire production process of 
goods is regulated by the strict rules of the valorization process.

In a developed capitalist market, some production sectors (and in 
perspective the whole market) pass through an overproduction crisis 
as soon as the technologies used, the workforce employed and the 
organization of the labour process allow the production of such a huge 
quantity of goods that the market is not able to absorb them (unless 
prices are so low they cannot even reach the valorization level): supply 
exceeds what little demand exists, just the demand is inferior to the 
supply. This does not mean that goods are not demanded by any  
consumer, since often an overproduction crisis coexists with wide-
spread poverty in advanced capitalist countries as well as all over  
the world, but it simply means that those goods can be sold at such 
prices that no valorization would be possible (i.e., the positive closure 
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1 “Economists, in particular, have major responsibilities for the good or for the evil: 
politicians’ actions will be all the more effective the more rigorous and realistic are the 
analysis that must be prepared. and here we are faced with the problem of economic 
theory’ condition. as I tried to argue in this book, these conditions are very unhappy: 
the basic structure of dominant theory is static just when innovations play a major 
role, transforming and sometimes disrupting the economic life, indeed the whole soci-
ety. dominant theory in dynamic analysis is precluded or fed through devices such as 
assuming displacement of curves that are static and hypothetical; but assumptions are 
not explanations. In the prevailing theory mathematical methods are largely used, 
which normally provide a guarantees of rigour. but rigour is only one of the two condi-
tions of scientific propositions, the other being relevance. when both requirements are 
present a proposition becomes effective interpretation, which after all is what counts 
in any science.” see sylos labini (2004: 114–115).

of the valorization cycle of the capital invested in their production). 
This means that the capital spent to produce them has been wasted,  
not valorized, and not only it does not increase, it does not come  
back at all.

so, it is not a matter of quantity of goods produced compared to 
people’s real requirements, but it is a matter of goods that cannot be 
sold at their “value”. This is why products and techniques will be 
adopted or discharged based only on their valorization. Therefore, 
both the individual and collective work is subjected to its own work, in 
order to not only increase the society’s wealth, but to increase the val-
orization, that if not fulfilled causes the loss of the enterprise’s basic 
purpose, profit.

capitalism is a form of social organization, whose intrinsic dyna-
mism and ability to change have a strong unity in terms of the laws of 
motion of the capitalist production itself. but this unity is difficult to 
understand both for the economists’ theoretical analysis and the other 
social scientists, who only recognize partial aspects of the process or 
phenomena analyzed through their mathematical or statistics models, 
which are isolated from the context from which they arise.1

The present text does not pretend to reveal any secrets; nor does it 
present a final interpretation of such a complex system as capitalism. 
we shall propose some reflections on some of the main theoretical ele-
ments of the study of capitalism, whose comprehension is basic in 
order to develop concepts that will later be applied to the reality in 
which we live: workplace, consumption space, international relations, 
family context and personal, cultural and social relationships, factors 
that determine the social conflict with the capital-labour conflict at  
its core, which is now being joined by other contradictions such as 
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2 It is difficult to pick up the thread of a discourse on marxist theory and analysis in 
the present time, often characterized by cultural obscurantism, historical simplifica-
tion of the labour movement and of marxist and marxist theory, which constitute a 
fundamental part of the scientific society built in the nineteenth and twentieth centu-
ries. we seem to be living in a time of true cultural and political apartheid against 
marxist thought, reaching so far as to exclude marxist theory from the scientific and 
academic fields. we are witnessing the attempt to implement an annihilation project of 
the scientific diversity of approaches; and a cultural homogenization to a sort of neo-
liberal “unique view” in its different variants, excluding non-conforming scholars, and 
expelling them from the official science.

3 we refer, only citing a few, to the books by fineschi (2001), carandini (2005), 
Gattei (2005), mazzone (ed. 2002, musto (2005), Vasapollo (eds, 2002, 2003, 2005), 
Vasapollo, petras, casadio (2004) Vasapollo, Jaffe, Galarza (2005).

capital-science, capital-gender, capital-environment, and capital-rule 
of law.

we have discussed the role and the development of economic pro-
duction processes, including the dynamics of the so-called informa-
tion capital and the capitalist models from the modern corporate 
sciences’ standpoint in previous scientific works. The same themes 
have been examined in a political-economic interpretation (see my 
books published by Jaca book since 2003, in collaboration with  
J. arriola, h. Jaffe, J. petras). It is useful now consider all those issues in 
terms of a critique of applied economics, explaining and determining 
the trends that are taking place in the capitalist world, in order to 
understand the current phase of global competition. The present 
approach is different, and often opposite to the analysis of some other 
authors. references to such authors are used to give a brief overview of 
other and “opposite” standpoints, that is, to the positions that do not 
hold our marxist approach, but share the analysis of a counter-trend in 
capitalist projects.

If the analysis proposed in the present text refers to marxian theory, 
precisely to marx’s critique of political economy, this path is not cho-
sen for ideological proselytizing or cultural and political sectarianism; 
it is because only through marx’s analysis is it possible to grasp and 
critically examine the rules and contradictions of capitalism and its 
methods of production.2

while, on the one hand, in recent years in Italy, the studies about 
marx and his theories have gained ground, thanks to the spread of an 
up-to-date literature in various disciplines,3 on the other, in the aca-
demic environment, there is still a radical ostracism, especially when 
marxism is developed as a critique of political economy and applied 
economics.
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The marginalization, or rather the expulsion from the academic 
field, of marx’s critique of political economy and marxist political 
economy itself, pushes us to develop a new perspective on the meth-
odological, conceptual and ideological functions of the marxist cri-
tique of political economy and applied economics.

In what follows, a critique of applied economics is suggested. The 
prevailing economic theory considers and spreads patterns of reduc-
tion in production costs, by laying off and making precarious the posi-
tions of more and more workers, no longer useful to mechanized 
productive world. This is the main rule of the so-called post-fordist 
flexible accumulation, which does not need the laid-off workers to re-
enter again in the production cycle. temporary unemployment is usu-
ally considered as a conviction, a condition of helplessness and 
uselessness, not a time to live and provide educational enrichment, 
and overcome the alienation due to impersonal, enslaving, but produc-
tive work. Therefore, unemployment is regarded as a burden on soci-
ety, something totally useless, not a chance that can be taken to prepare 
oneself for a new position, requiring improved training, and to ensure 
income while allowing the unemployed to choose the desired forms of 
social life, including spare time. The unemployed condition must be 
completely subservient to capital, without resistance, even at the point 
of exclusion, despair, and social suicide.

during long periods of unemployment, potential workers live in 
ghetto conditions, locked in a desperate economic condition. how 
could it be otherwise, if they are not producing? If there is no boom or 
urgency, some precarious workers will fill the slums of the world, not 
the world of work, but all the others will be ruined as well. The lack of 
medical care, inadequate diet and strong competition for limited 
resources are the sacrifice’s tools. like the workers in the fields, the 
united states’ industrial reserve army is mainly made up of minorities. 
from a conservative point of view, it was necessary to install new 
markers to the boundary between the “shadow economy” and eco-
nomics. The references to the restoration of family values are euphe-
mistic appeals in order that the horror of the sacrifice is rejected in the 
darkness of deflection. “family values” are a euphemism for the mili-
tant reoccupation of the visible part of the forces of social order, and 
they are not to be interpreted as demands for abolition of the shadow 
economy. on the contrary, this representation is just another spectacu-
lar way to identify and monitor the shadowy border between the two 
economies (critical art Ensemble 1998: 89).



14 introduction

The strongest contradiction of capitalism is the despising of spare 
time out of the logic of capital and its intellectual and practical enrich-
ment. unemployment and the increasing job and survival insecurity in 
western societies is the mirror of the historical limit to which capitalist 
production has reached. facing this limit, manipulated communica-
tions are used to make the more apparent victims, that is, the unem-
ployed, the precarious, compatible to the system, destroying any 
possibility of rebellion.

The present text is focused on how the empire of capital project  
is manifest in the actual globalization process and how capital has  
managed to identify the ways of deciding, communicating, and, thus, 
dominating the values in the social sphere with the logic of the market. 
In order to achieve these goals, capital takes the form of enterprise, 
which is the generalized social factory, and the form of state, which is 
the “profit state.” while capitalist models may be different and com-
plex, they all represent the features of the neo-liberal, post-fordist 
model, characterized by the immaterial resources of information and 
communications.

This model focuses more and more on the search of flexible accu-
mulation forms, based on production flexibility, work and life precari-
ousness, the exploitation of new and manipulated communications, an 
ability to impose the cultural dogma of trade, profit, and social life 
based on the principles of enterprise. a form of genuine cultural totali-
tarianism emerges and uses uniform intellectual human capital for its 
achievements: the intellectual becomes an organic function of the 
profit state’s dominant class, subservient to the needs, the values and 
the logics of profit, market, enterprise, and attempting in every way the 
social and cultural destruction of the “rebels,” the non-approved.

on the contrary, a simple approach is suggested to face a complex 
world. more than a membership, this is a choice in life, the strong uni-
fication of theory and practice in an attempt to contribute to criticism 
and overthrow the capitalist production model. such a ‘style’ of life was 
realized by great revolutionaries, such as che Guevara.

on october 7, 1959, fidel appointed che as the head of the 
department of Industry of the national Institute of agrarian reform. 
In this period, the budgetary system was conceived and applied only in 
the industrial sector of the cuban economy. This system was the base 
of state’s economic organization of cuba in the industrial sector, with 
the centralization in a single fund for all incomes of firms belonging to 
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that department, while the resources for management were taken 
from the same fund according to a budget and annual programs. 
between 1961 and 1962 the budgetary system was applied to eliminate 
anarchy and to strengthen the revolutionary state, using advanced 
forms of control, accounting and planning production utilized by 
some foreign firms in the country with a centralized system. These 
forms of economic management, from a technical point of view, were 
taken from the place they were most developed and then were adapted 
to the new society. The structure of the system was based on:

– advanced accounting techniques that allowed more control and 
efficient centralized management;

– calculation techniques applied to economics and management, 
such as mathematical methods applied to economics;

– techniques in production planning and control;
– techniques for budget as a tool for planning and control by finance;
– techniques in economic control; Experiences from other socialist 

countries.

In this system the company had no cash in an account, and delivered 
all to the national budget and spent all the necessary resources without 
using credit. che himself acted as a critic of the budgetary system, 
especially of the aspects related to the role of the middle managers for 
the faults in the administration, to the quality control, for the lack of 
supplies and effective inventories, for the problems in optimal factories 
size, among others.

after that, the work organization, the labour standards, the remu-
nerations and incentives, the strict costs and process controls, from the 
ministry to the smallest factory, were established. financial discipline, 
respect for the contract discipline and compliance with quality stand-
ards were also required, including in these processes a wide participa-
tion of workers and unions, to organize the preservation of national 
resources and make decisions to improve processes in cuba. The con-
struction of socialism and communism is considered as a production, 
organization and consciousness phenomenon. It is not just an admin-
istrative-technical-economic task, but an ideological, technical, politi-
cal and economic work. This is the synthesis between theory and 
practice!

In the following pages, the economic arguments are examined from 
this standpoint.
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4 although later in the text the term “multinationals” will be used, we have to  
clarify that in this enterprise the parent company has a dominant role in strategic deci-
sion-making, while transnational companies combine coordination needs with the 
needs of autonomy of the whole experiences by their branches, addressed to the 
dynamics of integration and aimed at the exchange of knowledge, products, services. 
The transnational company gives branches abroad the right to decide on critical 

so, there are essentially two ways to grasp economic reality. The first 
considers only the reality that can be measured in goods and prices. 
according to this view, the economist’s task does not concern the eco-
nomics of living, work and of civil life, but, instead, it is to the study the 
aspects which have monetary expression (for example, according to 
this conception, the task of applied economics is to determine the 
main accounting relations: supply and demand, import and export, 
incomes and outcomes, amount of money and production quantities, 
etc.). This viewpoint, prevailing in the modern neoliberal paradigm, is 
based on the idea that people are programmed to act, according to 
rational and systematic self-interest. any other relational, ethical, and 
ideological drifts are not considered not relevant to the practice of eco-
nomic analysis (ormerod 1994, 1998: 44).

The second perspective takes into consideration, in addition to the 
reality of goods and prices, a wider economic framework, an economic 
and social structure, including the world of prices as one of its several 
subsystems; it corresponds to the reality of values. according to this 
view, monetary phenomena closely interact with economic  phenomena, 
not expressed in the form of prices, but originated mainly from work.

These phenomena acquire social, relational, behavioural connota-
tion, integrating and expanding our consideration of monetary facts. 
for example, this viewpoint regards the exploitation of wage labour as 
a first level economic phenomenon, and argues that a merely technical 
approach to economic problems does not permit long term solutions.

In this text, the qualitative difference of capitalism is analyzed in 
relation to previous economic systems, because it is a system that 
focuses on the role of money in the accumulation process and the 
commodity features of money and labour. Therefore, some basic 
notions of economic theory about investment, employment, trade, 
international relations, the economic role of state, will be introduced, 
to show how these concepts are translated into the historical dynamics 
of capitalism. so, we discuss the concept of quantitative economic 
growth, technological revolution, neoliberal globalization, the role of 
transnational and multinational corporations,4 without omitting the 
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business functions, which are different from country to country. The classical multina-
tional, however, not only exports a product, but also a cultural and behavioural system, 
which is rigidly imposed unlike transnational firms that follows the strategy of adapta-
tion and integration in the macro-environmental host context.

analysis of territorial and geographical imbalances and the way these 
are affecting the peripheries of the capitalist world. to carry out this 
investigation, the fundamental notion of “economic crisis” and the 
theories of crisis are to be introduced. The importance of international 
trade and the global characteristic of productive capital, which are 
more and more influenced by the choices of financial capital, are 
stressed, providing a description of the main international relations 
operating in economics.

The structural dimensions of the economic policies currently 
applied at a global level will be explored through the presentation of 
the concept that lies at the basis of structural adjustment programs and 
neoliberal proposals in education, labour market, financial system, 
sectoral policies and public sector reform.

The above statements point out the objective of this work and the 
categories that are used to conceptually express masses of data and 
widespread partial representations of the process (as ‘enterprise cul-
ture’, ‘social culture’), that, because of their partial nature, impede 
understanding rather than facilitate it. These unilateralisms claim to be 
total, regarding partial moments of the process as a single truth (finan-
cialization, culture, technological progress, use of science, the culture 
of enterprise, English, informatics).

If the above-mentioned assertions are left out, the current process  
of capitalist globalization cannot be understood. for this reason, in 
several attempts to construct both a science of economics and a cri-
tique of the economy, a partial knowledge of capitalism leads down the 
wrong direction. a substantial part of the problem is the lack of under-
standing the rules of the game rules in a society where power is distrib-
uted according to how much money people have, generating at the 
same time an ideology claiming that power is distributed according to 
the innate abilities. for this reason, economists of the “partial phe-
nomenon” are experts in explaining what has already happened. They 
hardly examine what is happening and are unable to predict what will 
happen in the future and this is even more evident in the analysis of the 
capitalist crisis, which is a structural and systemic crisis of the capital-
ist mode of production, unlike what prevailing economic theorists 
assert.
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mainstream economics, and, in general, conventional theories 
including the Keynesian approach, regard the crisis as an anomalous 
and extreme event, not only for its rare frequency but because it pre-
supposes a macroeconomic model of equilibrium and a system sup-
posed to be regular and predictable both in a trader’s behaviours and 
in the systemic structures. In this sense the crisis is a kind of sickness 
of the system, which needs a response each time with “medicine,” 
referring to the type of crisis itself, in order to solve the handicap sys-
tem and continue the dynamics imposed by capitalist production. 
within this logic, a clear separation between the real economy and the 
financial economy is supposed, considering the construction of the 
balance sheet of budget in which material assets are to be kept separate 
from financial ones; therefore, the financial crisis is supposed to have 
its own dynamics, followed by a possible crisis of fundamental eco-
nomic elements, as the laws of capitalist production have imposed.

This approach is often claimed by many economists who label them-
selves as marxists and have put down the “marxian toolbox” to carry 
out theoretically unfounded but politically rewarding operations of the 
so-called radical left, reconciling marx and Keynes, but really only 
referring to Keynes (both to the social and military Keynesianism and 
its other possible variants) and confusing strategy with tactics, so that 
tactics is used as a strategy both in political-economic terms and, more 
closely, political levels.

such more or less unintended confusions have to be stopped, and it 
is important to explain clearly why faith in Keynes is demonstrating 
that the left, including sections of the radical left, is subordinate to the 
ideas of political and economic democracy imposed by capitalist pro-
duction. The expected solutions to the crisis are all compatible with the 
reproduction and continuation of the capitalist system itself.

In what follows, we refer to our own works and those of a few others, 
such as alessandro mazzone, Guglielmo carchedi, Gianfranco pala 
and many others from latin america, from osvaldo martinez and 
attilio boron, in which it is claimed that neoliberal globalization is the 
current stage of capitalist globalization and the current form of impe-
rialism, and, from a marxian viewpoint, the “normality” of the crisis 
has assumed all the characters of a structural crisis of accumulation 
and enhancement of capital for 35 years.

a) the current crisis is a structural crisis of the system that has been 
extending from 1971 when the bretton woods system was broken up;

b) the current financial crisis is thus a consequence and even an 
appendix of a more general structural crisis;
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c) the economic crisis, with more or less strong characterizations of 
recession or structural collapse, is not subsequent to the financial cri-
sis, but it is its mother;

d) there is not a productive, “good” capital that pursues the realiza-
tion of productive investments, as opposed to the so-called “bad” 
financial capital that operates only profit and speculation, and there-
fore the first has to be pursued and the second has to be saved;

e) therefore there is not a ‘good’ capitalism with more a moderate 
and social character as opposed to a “bad,” more aggressive and wild 
capitalism, but there are various forms of capitalism living in different 
places and areas, depending on the socio-economic production con-
text and the cultural traditions of the place. In any case, they pursue 
the laws of capitalist production that is only one and is based on the 
law of value and surplus value, from which the capitalist law of exploi-
tation originates.

The concept of ‘normality’ is used because marx wrote clearly about 
the cyclical nature of the capitalist system that has economic crisis  
and peak growth as its phases. Through the crisis the system regener-
ates its equilibrium by destroying productive forces, labour and capital. 
The crisis is therefore a destructive regularity necessary to achieve a 
new phase of economic growth by rebuilding what had been destroyed 
earlier, and realizing the desired rate of profit, by means of unemploy-
ment, precariousness, no man’s lands, but also destroying busi-
nesses, creating mergers, destroying productive and technical capacity, 
destroying fictitious capital. recalling, however, in this last case, the 
destruction of financial capital, for example, through stock market 
crashes, does not mean destroying real wealth. The stock exchange 
does not ‘burn’ wealth because it does not make real wealth, but, in a 
sort of zero-sum game it moves fictitious capital by some operators 
(i.e. all those are losing financially in that particular time) to others 
who in that particular stage of speculation realize gains.

only when the themes touched on above are developed, the reader 
can find the specific aspects of the capitalist globalization process in its 
current stage and the arguments that explain the links and the charac-
teristics of the structural and systemic capitalist crisis, in a kind of 
research and culture where the real needs of people are at the centre.

The growth of institutions specifically structured to enhance the 
knowledge (universities and research centres) is already an integral 
part of industrial relations and transforms their thought workers into 
salaried workers submitted directly to capitalism, obligated to guide 
their mind and consciousness to a knowledge production capable of 
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rapid commercialization or, if they are part of public institutions, sub-
mitted to a series of pressures and constraints (financial, political, 
media, career) so that the knowledge production process fits the needs 
of capital accumulation. This is why political economy and its appurte-
nances (applied economics, economic policy, etc.) are to be considered 
non-sciences.

In general, in countries with mature capitalism, the defeat of the 
European socialist bloc continued to justify the idea of capitalism as 
the only horizon of humanity and affirm in economic studies, as well 
as in the universities, the absolute dominance of neoclassical thought 
in the analysis of macro- and micro-economics, and other disciplines 
in applied economics.

never before, however, does marx’s critique of political economy 
and an updated analysis of the marxist critique to applied economics 
seem to be more necessary for its timeliness and scientific ability of 
interdisciplinary analysis in the new conditions. for this reason this 
text deals with the critique of political economy and is meant to repre-
sent a critique of applied economics since marx and marxist econom-
ics, also recognizing its limits and errors.

The possible construction of an authentic participatory democracy 
is the basic idea that runs through all these pages, but in order that 
universal citizenship becomes a law as well as a representation, there is 
a long way to go. The real universal citizenship is opposed to the per-
versity of capitalism, which grants the power of money only to those 
who already have and use it with the goal of making more money to 
obtain more power. In the so-called “market society” system, society is 
submitted to the market, and the capitalist market is a tool to dominate 
the citizens.

history teaches us to distrust political, social, economic, academics 
trends that have a short life. many neoliberal texts, and also those 
related to liberal progressive left currents of thought, express the con-
dition and illusion of the richest countries in the world about the pre-
sent and the future. The real literary landmarks dedicated to the 
construction of social knowledge, however, may be temporarily for-
gotten but they continue to resist. They do not cause a furor, nor a 
sensation. They make other contributions, slower, less spectacular, less 
scenic. Even, many times, they pass from hand to hand almost in a 
clandestine way. when a work has a real ability to explain and under-
stand social processes, it continues shining despite the years, with a 
strong persistence. It resists the waves and trends and becomes an 
instrument of cultural, political and social training.
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This book tries to give this context, with trepidation. It deals with a 
reflection on the national, regional and global economic framework, in 
which militant cultural activity is developed. It does not offer instruc-
tions, but rather indications and guidelines, in order that the reader’s 
work could be carried out with deeper and broader lucidity, in their 
sociocultural dimensions (students, researchers, academics, trade 
unions, political parties, cultural associations, international solidarity, 
etc.). The hope is that the reading of this text becomes a study that 
could suggest the idea of the need, and the real possibility, of overcom-
ing of capitalist production, through culture and hard work for and in 
the new international workers movement.

here again the example of che Guevara who in discussions are col-
lective, decisions and responsibilities of one man, in Economics, wrote: 
“Theory and practice, decision and discussion, direction and orienta-
tion, analysis and summary, are the dialectical opposites which must 
guide the administration revolutionary.” reinforcing this belief, giving 
a broad scientific value to this claim, is the ultimate goal of these pages.

all this will also mean that interdisciplinary, multidisciplinary and 
trans-disciplinary approaches, designed as a basic culture to defeat the 
visions of economic market-centric universality, are an imperative for 
the advancement of the current social transformation of science. our 
greatest challenge is taking it as the main feature of our teaching func-
tion. our role as researchers and intellectuals is fundamental to the 
international workers movement.

che clearly claimed that in capitalism new economic mechanisms 
are necessary, and that the road ahead would be long and in this regard 
he stated in his writings that the political goal, to build the socialism of 
the XXI century, was to create finally new men and women, able to 
support the experiences, defeats, and hopes of the present, and to turn 
them into the seeds of the new society. on this path, we are now 
treading.
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tOWarDS a CrItIQUe OF BaSIC eCOnOMIC CateGOrIeS





1 about some of the subjects dealt with in this chapter cf. the introduction to 
Vasapollo, ed., (2002) and Vasapollo (1996); in a more specific way, for schools and 
thinkers of pre-marxist socialism see Vasapollo’s graduation thesis: Profit Category 
from Utopian Socialism to Scientific Socialism, roma 1980.

2 The subject-matter of political economy, the causes of national wealth and the 
laws of its distribution (which echoes its German name: Nationalökonomie) changes 
after the “epistemologic break” of the marginalist school (the works of Jevons, Menger 
and Walras are published in the 1870’s). a classic of economics which fairly recon-
structs that period, concentrating above all on the theory of value and of distribution, 
is Dobb (1998).

3 There is difference between technical division and social division of labour. If the 
latter has always existed and requires the plurality of working activities within any pos-
sible society, starting from the family – it means that it is a “natural product” of human 
evolution – the technical division is more recent and exists inside the work process.

ChaPter One

eCOnOMIC theOrY  
FrOM UtOPIan SOCIaLISM tO MarX1

Before Marx

The principle at the base of the political economy works that Marx 
read in Paris in 1844 – especially of adam Smith’s An Inquiry into the 
Nature and Causes of the Wealth of the Nations (1776) – is that indi-
vidual happiness depends on society’s welfare; the welfare of society 
grows together with the increase in the nation’s wealth; wealth has its 
foundations in work; work, in fact, is a better account than the natural 
products, and is at the origin, by right and by fact, of society.

Classical political economy2 on the one hand put work at the base of 
human progress; on the other hand, it identified the capitalist system 
as founded on the private possession of the means of production and 
on wage labour. It was meant as the only rational and therefore natural 
economic system. It was necessary to let the natural laws of the econ-
omy work. Such a principle, that Smith inherited from the Physiocrats, 
became the password of economic liberalism. When we let technology 
work itself out, the progress that it produces necessarily becomes gen-
eral progress. Just to give an example, “political economy” defends the 
technical division3 of labour because in this way there is an increase of 
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4 The operation to deprive Marx of his political relevance is old and today is being 
renewed also by authors that used to be Marxists and revolutionary militants. In cer-
tain academic milieus there is a tendency to give in to adverse ideological pressures 
marginalizing the political side, which is the true objective of the Marxist critique of 
political economy: “The understanding of the laws of movement of bourgeois society,” 
in favour of “reductionist” approaches internal to the academy’s limbo.

productive power, which causes an enrichment of the whole society in 
a natural way.

David ricardo draws from Smith the foundations of his economic 
doctrine. In Principles of Political Economy (1817), he carried further 
Smith’s analysis by criticizing its weakest points. ricardo began his 
work affirming in an unquestionable way that “the value of goods…
depends on the relative amount of work that is necessary for their 
production”.

In an accessible book, Sylos Labini (2005) recently invited his read-
ers to “study again the classics” of political economy, an appreciable 
exhortation to heterodoxy, given that the outmoded marginalist the-
ory, in all of its variants including neo-institutionalism, is still domi-
nating the field. In his work, Sylos Labini, even without dedicating 
specific chapters to Marx, is often in dialogue with him, inserting him 
among the “Classics,” together with two other giants of economic 
thought: ricardo and Smith. however, the presupposition for an inclu-
sion of Marx between the classics, warns the author, is that we need to 
set “aside his revolutionary project” (Sylos Labini 2005: 30).4

In his Principles ricardo specifies that what determines value is nei-
ther the generic cost of production, which includes labour, profit and 
interests, nor the labour a commodity can buy, but work applied on 
actual production, the labour fixed in the goods. So he criticizes Smith, 
reproaching him for having considered valid the labour theory of value 
only in the primitive times which preceded the appropriation of soil 
and the accumulation of capital; in this way, the theory does not pre-
sent a rigorous scientific meaning. ricardo opposed himself to this, 
declaring that the intervention of capital does not modify in any way 
the validity of the value-labour equation; even in pre-capitalistic socie-
ties, as well as within bourgeois society, the means of production, 
which in capitalism are made of capital, intervene in production and 
affect value in function of the quantity of labour fixed in the capital, 
which adds itself to the quantity of labour directly applied at the 
moment of production. Consequently, only labour itself creates value. 
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Value, therefore, corresponds to the cost of production, but the cost of 
production is resolved above all in terms of labour.

The Contributions of the Socialist School

The strength of pre-Marxist socialism consisted mainly in its strong 
criticism of capitalism, commerce, and the world of industrialization. 
Therefore, the background of early socialism is industrial society as 
well as the terrible damages of physical, cultural and moral nature 
caused by the industrial revolution which are inherent to that kind of 
development (e.g. children’s mass work, working class’ life expectation 
dropped under 25 years, pauperism, degradation, prostitution, etc.).

“Pre-Marxist” socialism started exactly from these damages. From 
the examination of the world of work and the factory conditions came 
the realization that the capitalist factory was a break in the history of 
human labour, reuniting a large number of workers in a single physical 
occupation place, and simultaneously depriving them of the final result 
of their work, the goods. The “Pre-Marxists” posed to themselves the 
problem, which was going to be at the centre of Marx and engels’ dis-
cussion, of a reconstitution of the possibility that the workers could be 
part of the productive process, and eliminate the capital’s appropria-
tion of the results of their work. This turned the discussion toward a 
solution and pointed to the possibility, reachable for all humans, to live 
within a new social organization, with a fairer sharing of the products 
coming from a rational production organization, organized commu-
nistically or influenced by the collectivity, even when remaining 
private.

Once the question has been put in these terms, it is possible to have 
a general idea of a certain differentiation, within the early socialists, on 
the central issue of private property. Consequently the proposals put 
forward were different, ranging from the need to eliminate it, reform it 
or condition it. Some thinkers believed that capitalist society could be 
reformed; others thought that a transformation could happen only 
through a revolution, even violent. Many others, on the contrary, had 
intermediate positions: there were associationists, collectivists, work-
organizers, co-operationists; we must not forget also those who 
preached permanent insurrection, the anarchists. In view of all these 
various choices, we must identify the points that distinguish all these 
thinkers.
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a first common point is the complete rejection of the bourgeois 
world and the proposal for a democratic society. It is possible to find in 
all of the “utopian” socialists a substantial and anti-formal concept of 
democracy, almost never referred to democratic-liberal political forms. 
These thinkers want a democracy with direct participation of the peo-
ple in the political life through the community, associationism, the 
farms and the manufacturing concerns, etc; a participation that goes 
beyond even the most advanced liberal-constitutional forms. It often 
corresponds to a class democracy that expresses itself as a working 
class dictatorship, refuses the conservative society, and does not even 
have a contact point with the democratic instances of other various 
parties.

Passing from english pre-Marxism to the French one, doctrinal dif-
ferences come immediately to the surface. In the former, we have 
noticed an accentuated tendency toward economic analysis, and, more 
than that, a true study of a science, political economy; in the French 
socialist movement, we do not only find the critics and the developers 
of Smithian and ricardian theories, but theorists active in the succes-
sive revolutionary waves in France and in popular insurrections.  
In France, socialism profited from this concern for praxis, the out-and-
out revolutionary practice, to the detriment not just of the theory as it 
is (in fact there were also pure theorists in French proto-socialism), but 
also of the theoretical development of economic science as the socialist 
key.

3. The Mystifications of Political Economy according to Marx

Thanks to Marx, the socialist criticism of capitalist society gained a 
scientific theoretical force, which raised it to a higher level than the one 
reached by his forerunners.

The first and fundamental mystification of political economy is, 
according to Marx, the fact that production is taken as an object with-
out analyzing the formation of the relationships between men during 
production itself, relations that come to represent a determinate form 
of production and reproduction of the human community. In the 
Classics, from this conception comes a second mystification, i.e. mis-
taking a certain kind of economy, a particular social form of human 
reproduction, as the economy and society tout court. This way, eco-
nomics does not see that capitalism as an historical achievement, hav-
ing had a beginning, is likely to have an ending.
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5 anyway, this is not why marginalist economics can be defined scientific and “neu-
tral” in Weberian terms. The initial choice of the marginalist economist is in fact, con-
sciously or not, a value judgement: the assumption of the “capitalist system” as the best 
one to produce and distribute national wealth. For some reflections on this argument, 
confront Vasapollo’s introduction (Vasapollo, ed., 2002) and Vasapollo (1996).

Indeed, the historicity of economic-social formations in classical 
political economy comes to an obliteration. A fortiori this is going to be 
valid in marginalist economics too, which with respect to the Classics 
will also lose the dynamic aspect in the attempt to describe a simulta-
neous and static calculation of the balance of the economy, of wages,  
of distribution, etc., caused by the plurality of the “productive factors”. 
Finally, it is the very absence of historical perspective that allows a pro-
cess of naturalization of all these capitalist institutions which are 
acknowledged as given “data,” inside which all the problem of optimi-
zation of wealth distribution can be solved.

It is manifest how from this point of view the issue of the social 
transformation is not even thinkable, because it operates as a factor 
external to economic analysis.5

The study of capitalist reality in its place of more advanced develop-
ment, england, is done by Marx through the works of engels on the 
situation of the english workers, and the study of utopian socialists 
such as Proudhon, Fourier, Owen. It persuades Marx of the incompat-
ibility between the theoretical assumptions of “political economy” and 
the reality of bourgeois society.

Initially, in the Economic-philosophical Manuscripts (1844), Marx 
studies the results of the coarse analysis which political economy has 
applied at the modern industrial society. Political economy theorists 
affirm that the value of goods is given by the work socially needed to 
produce them, but also at the same time they show how, with his wage, 
the worker earns only the smallest part of his effort’s product. at the 
same time, wage is the sale price of the worker’s performances, which 
the worker needs to perform, thus accepting, under the mask of a free 
contract, a slavery which recalls, at least in the contents if not in the 
form, the ancient age of slavery.

economists defend technical progress. But if this means an increase 
in the profit of capitalists, we must also acknowledge that it means 
low wages for the workers, work in unacceptable conditions, with the 
risks of unemployment and of endless misery. Moreover, the divi-
sion of work, reducing the working activity to mechanical operations 
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infinitely repeated, deprives work of any kind of attractive, producing 
not only health damages to the worker, but even an irredeemable moral 
dejection.

If the above is true, capitalist society cannot be seen as a world of 
harmonic relationships, but rather as a place of general war. Workers 
and capitalists are in conflict over the determination of wages; land-
lords and industrialist struggle because while the former want to earn 
the most from the sale of the ground products which are needed for 
the maintenance of the working class, the industrialists have an inter-
est in keeping wages as low as possible; the small tenants and the big 
industrialists are in conflict because the laws of competition provoke a 
concentration of capital and the downfall of the first ones; bankers, 
financial capital, are in conflict with productive capital, with industri-
alists, due to the entity of the interests which burden the loans. 
Unemployed and paupers are in contrast with those holding a stable 
employment to conquer or maintain a form of survival. The “labour-
sellers,” always and necessarily in excess, are in permanent competi-
tion among themselves.

Synthetically, it is possible to affirm that in the 1844 Manuscripts, 
Marx indicated the historicity of production’s relationships and per-
ceived the “contradictory” character of capitalist society. In that 
moment, by the way, he still lacked a Marxian economic theory that 
could give a reason to these contradictions and could explain the work-
ing of capitalist society.



1 Also see Vasapollo (1996; ed., 2002).
2 For a short but useful introduction to such arguments confront Romagnoli (2001; 

63 ss.).
3 “If we consider the bourgeois society in a broad way, the same society, intended as 

the man in his social relations, always compares as the last result of the social process 
of production. Everything that has a defined form, as the product, etc., presents itself 
as nothing but a transitory moment of this process. Conditions and objectifications  
of this process are themselves, in the same measure, part of it and the individuals are 
the only subjects, intended as part of a system of mutual relations that they reproduce 
and produce ex novo. This is their peculiar, unceasing movement process, in which 
they renew themselves and the world of wealth that they create.” Marx (translation 
from the Italian 1997: II, 410–411).

ChAptER two

thE pRoDUCtIoN pRoCESS1

Capitalist Production and the Marxian Theory of Value

work has always been a fundamental socio-economic productive 
activity. whether it was a hunting, fishing or stock-raising activity, 
performed in community or in private, it has always been the only 
activity functional and necessary to the survival of humankind, even if 
differently valued according to the historical period and the issues of 
class, race and ethnic group. It was perceivable immediately in the mil-
lennia of reproductions of the archaic communities, where all the work 
spent socially was equal to the work necessary to the reproduction of 
the community, and generalized surplus labour was inexistent or any-
way just occasional. The economies where the surplus is null are called 
stationary. wherever there is instead a surplus the economic system is 
called dynamic.2

Every mode of production is a complex, a totality of relationships 
that structure the modalities of interrelation between the individuals 
who compose a certain community.3

That is how those relations define how goods and services necessary  
to the reproduction of a determinate and spatially delimited (the way 
in which nature is transformed and adapted by man) community are 
produced. Since man lives in community and not separately (except 
for the economic Robinsonades, that someone expected to use as valid 
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4 For a deep criticism of the foundations of the bourgeois economic “science” of  
the marginalist school, with particular reference to the “Austrian school,” confront 
Bucharin (1970).

epistemological bases for modern economic theory)4 the relationships 
which develop in the human relations’ context, intersubjective, are 
social relationships.

Every mode of production has developed its own social relation-
ships, which have defined in the years also the various caste and class 
issues, “creating” differentiations ad hoc, even in pseudo-racial form.

The capitalist mode of production principally differs from the others 
because it sets man “free” from the preexistent kinds of ties (of blood, 
of family, of slavery) typical of each previous age. The capitalist mode 
of production, destroying, even if not completely, the old ways of pro-
duction and, partly, their juridical inheritances, generates a “revolu-
tion” in the social and economic sphere and in legal arrangements, 
with the consequence that all men are now formally free and equal in 
front of the law. The worker is not anymore the slave that must neces-
sarily work and serve his master, and is not even the farmer enserffed 
in the juridical-territorial sphere of his “lord”; he is now a “free” man, 
who can sell his labour-power in the market by his own initiative and 
alienate it at the best bidder. hence there is no constriction to work, 
but just convenience, opportunity, interest.

historically, the “liberation” process of men from the old feudal 
bonds is started from another parallel process, which Marx defined of 
“original accumulation” (of the capitalist mode of production). It is 
characterized by a “run” for the privatization of the production means, 
which are concentrated in the hands of a (relatively) small number of 
individuals: e.g. the privatization of land (“enclosures”), the progres-
sive destruction of the artisanal practice which deprives the artisans 
and their apprentices of the instruments necessary to their work, etc.

The privatization of the means of production causes the “despoiling” 
of the major part of the active (in working terms) population from 
every concrete (and not formal) possibility to freely work for them-
selves, not having any access to the production means because these 
are a private property, not collective like it happened, for example, in 
many primitive societies. The (potential) worker, expropriated of the 
production means necessary to his own free, independent and autono-
mous activity, in the capitalist mode of production possesses only his 
labour-power (which represents his only commodity which, once sold, 
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5 we preferred to translate the German term Verbindung as “combination” rather 
than as “union,” as often Marx’s translators do. we think that the term “combination” 
expresses in a more accurate way that process of organization and comple mentarization 
of the productive factors which determinates the productive process.

guarantees his survival). on the labour market, the worker sells the 
only thing that he owns (whose use value is the living work), a funda-
mental tool for capital, the only one that can produce a surplus value 
beyond what is necessary to its own reproduction.

Therefore, the worker seems to be free to sell his goods and the capi-
talist free to purchase what he needs. By the way neither of them is free 
to do without, respectively, the other one: their production relation-
ship is at the same time functional and adversarial.

The worker, possessing nothing but his labour-power as survival 
means, cannot avoid to sell it to capital. on the other side capital can-
not avoid to purchase labour-power, since this is the origin of valoriza-
tion. The worker, in this dialectical connection process, where each 
pole needs the other one, is free and equal only in form and not in 
substance. In fact, in comparison with an employer, he does not have 
such a contractual force as to afford to choose whether to sell himself 
or not, when and at which price, etc. The employer always has the pur-
chasing power, which is superior to the selling power (as A. Smith 
already noticed). The employer, hence, has the formal and substantial 
freedom, regardless of the relative abundance of working-power sup-
ply, to buy.

he has the power to choose, which is denied to the (aspirant) worker. 
on the power/freedom of choice, which originates from the property 
of the means of production, is founded the power of the employer in 
the labour market as well as in the productive process (triple command 
of the capital over the work, see above).

The formal freedom of the modern worker does not make an ele-
ment disappear which, substantially, remains common in all of the 
types of production in which the property of the means of production 
is separated from the worker. This element is the relation of depend-
ence established between master and worker, between those who holds 
the power and those who undergoes it.

The capitalist production relationship (that is the capital-labour 
relation) may well be defined as the heart of the capitalist mode of pro-
duction because it determines (even if not in a mechanic and linear 
way) the peculiar combination (Verbindung 5) of the workers and the 
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6 “The way of production […] does not depend much, and surely not directly,  
from the productive forces as much as from the social relationships of production” 
(Jaffe 1990:69).

7 Such distinction, it is good to remark, does not mean the existence of two separate 
processes (working and valorization): they are just two different sides of the unique 
work process, posed the capitalist production relationship. About this see Vercelli 
(1973;44 ss.).

8 while in the first phase of capitalist development, where craftsmanship and  
manufacture still prevailed, the utensil was in function of man and his “handcrafted” 
qualities, after machinism’s development and the no longer subjective but objective 
division of work, the machine system starts to be a huge automaton where the workers 
become functional appendices.

means of production which characterize a specific way of production.6 
The capitalist production process is composed by the union of two 
processes: the immediate production process and the circulation 
process.

The immediate production process (Ipp) is, in turn, constituted by 
two processes: a) work; b) valorization.7 The finality of the Ipp is the 
transformation of the existent use values in new use values, different 
from the previous, and the conservation of the old use values, so that 
they can continue to carry on their function. Anyway it does not bring 
out only use values, but also exchange values.

Moreover: 

[t]he capitalist way of production, considered in his total nexus, that is 
considered as a reproduction process, does not produce only goods, does 
not produce only surplus value, but produces and reproduces the whole 
capitalist relationship: on one side the capitalist, on the other the wage-
earning worker (Marx 1989, p.634).

Inside this process we see the immediate contraposition of the social 
classes of the wage-earners and the capitalists.

In appearance a worker perceives himself (especially in the produc-
tive process) in a relation/position of technical-functionalistic kind 
between man and machine.8 a relation based on a technical and organ-
izational rationality (of which the manager is just an “executor”).  
In reality between variable capital and constant capital a social rela-
tionship is established (between those who supply living work and 
those who hold dead work that functionalizes live work for himself). 
This contraposition does not develop itself between worker and capi-
talist, but between working class (collective worker) and capitalist  
(or capitalist class). In the single production units we have on one  
side a fraction of the collective worker, who brings labour-power and 
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    9 The working process is the activity finalized to the production of use values, 
transformation for human purpose of the natural elements, condition of the “organic 
exchange” between man and nature. It is then, in his simplest relations, condition of 
the existence of every human society which cannot be eliminated or modified.

10 work must be read in his double composition of concrete work and abstract work.
11 The way the immediate relation is structured between living work, machines, 

strategies and the tactics of management and control of such relation and of all of them 
which result from that, inside the venture.

12 If the first analysis (e.g. panzieri) which have “made school” in various parts of 
the world, thirty or forty years ago, and the last ones from the late 1980s, it is undisput-
able that the study of the working process in Italy, apart from special cases, has not 
been deepened in the dynamics of its transformation, unlike, for example, from the 
United States or Great Britain, where accurate analyses are still produced.

distributes live work, organized according to the cooperation princi-
ples, and on the other side the individual capitalist, personification  
of capital.

It is in the working process9 (wpR) that living work is concretely 
supplied, substituting concrete work10 (work qualitatively intended). 
This process is determined by the way in which the (single) capitalist 
organizes his own business, the way he combines the productive fac-
tors11 (among them the workforce) and the way he practically organ-
izes his business’ activity.

This is the “place” where the capitalists, the managers, exercise their 
control and (re)produce the hierarchies internal to the business, that 
reverberate in this way inside society (the said triple control of capital 
on work).

An analysis of the labour process is hence fundamental if we want to 
understand the innovations which are unceasingly introduced in the 
technical and management organization of the firm and of the labour-
factor (but not only), and also (it is a consequence) for a proper read-
ing of the social relations of power and subordination which derive 
from it.12

The wpR is the “technical-organizational” heart of the immediate 
production process: there the extractive techniques of surplus labour 
are experimented. By the way, it is not “independent”. It can be organ-
ized in various ways (nowadays we witness the presence of systems like 
the nineteenth-century ones, in parallel to the modern ones. Sometimes 
these systems are also combined), but it has anyway to be functional  
to another process, which determinates the general characteristics: 
valorization (the surplus labour productive process, SLpp).

If a capitalist venture has his reason to be in the profits it realizes, 
and if the only source of surplus labour is the living work, it is logically 
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13 It was a constant error of a great part of Marxist scholars, who goes back up  
to Engels (Cf. weeks 1981: especially Ch. 1), to believe that the value of goods is equiv-
alent to the quantity of work incorporated (hours of work) in the goods (embodied 
labour), value definable subjectively and aprioristically, before the realization of the 
goods on the market. weeks (1981: 56) remarks instead that value appears only as a 
price (on this point many contemporary Marxist theorists that studied the problem of 
value, agree: from Carchedi to Moseley, Laibman, Shaikh, just to mention the main 
members of different “schools”). The goods’ value is just an “average” which can be 
elaborated ex post, defining the work socially necessary to produce them.

14 The lack of homogeneity of the equation members created measurement prob-
lems to the early classics (for example Smith): quantity of working hours/ quantity of 
agricultural output. on this point cfr. Garegnani (1981: 16 ss.).

consequent that the working process cannot be organized following 
non-profit criteria, but instead respecting the needs dictated by the 
valorization process, that requires a surplus labour always above zero 
(w > 0).

while the SLpp is supposed to produce use values, the finality of the 
wpR is to produce exchange values.

In the SLpp surplus labour is in evidence. The wpR, where the  
surplus value is more relevant, is finalized to the production of a larger 
quantity of value than the one that was put in the process (and more 
than what was necessary to reproduce the work-force). what is in evi-
dence in the wpR is not the concrete work, qualitatively differentiated, 
but rather the abstract one (which is measure of value and consequently 
of surplus value). Abstract labour leaves aside the specific qualities  
of the concrete or specific labour (the day labourer carries out deter-
mined functions and operations that are different from the one of  
the engineering worker or the construction worker), work is then  
considered only from a quantitative point of view (as a muscular and 
intellectual expenditure of energy): it is calculated in hours/time of 
supplied work.

Abstract work is suitable to be a measure of value13 for his intrinsic 
characteristic of homogeneity,14 which can be quantitatively measured 
without problems, differently from the concrete work where it is always 
unequal.

with the progress of capitalism, however, abstract work is not only 
a concept that can be used to analyze the duplicity of the immediate 
production process and then the values (of use and exchange) of the 
goods, but it is also a quality that characterizes work as an activity  
specifically distributed.
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15 More than about a disqualification, Rieser (2004) likes to talk about an “alienated 
qualification,” that is not controlled/controllable by the worker. It is always important 
anyway to consider that, talking about dequalification, we refer to a tendency. 
Furthermore, we also have to consider that there are two different interpretations of 
dequalification, not necessarily parallel: the first one in a Smithian sense, as an 
advanced vilification of the working tasks and loss of professionality; the other one, 
Marxist, provokes the superfluity of the living work expelled from the working process 
after being substituted by the machines.

16 Cleaver (2000: 112).

After the development of machinism (and the incorporation of the 
living work’s functions and of the machines’ knowledge, dead work), 
living work gets to be always more expropriated (subsumption) of his 
characteristics, specificity, particularity, quality. A consequence of such 
tendency is that living work is becoming more and more homogenized: 
for example, labour is often reduced to functions of control similar 
between them if not equal; think about the new workers called “cogni-
tive,” who practice an “immaterial” rather than the manual activity, 
where the problem solving, data elaboration, etc. abilities are more or 
less by nature homogenized, not to mention the working tasks typical 
of the “new services”.

Abstract work is not anymore, just a (simply) intangible concept, 
but it is the result of the capital’s needs to use a work-force (by nature) 
more and more disqualified,15 less specialized, adaptable.16

It is a “trivialization” process, a new dequalified and precarious 
standardization of work, about which lot of things have been said in 
the last years, in the sphere of the so called post-Fordist phase. we are 
testifying some kind of “metaphysicization” of the living work.

Surplus Labour / Surplus Value

It is clear that if we want to analyse concretely the capitalist society and 
its development, we must abandon the world of the marginalist 
approaches and turn back to a class analysis.

According to Marx, the wage (social, because it comes from the 
class) is nothing but the price paid by the capitalist class to the working 
class for its reproduction as workforce. The wage is a price (monetary 
expression of value) historically and socially determined. It is now nec-
essary a brief hint of criticism to the generalized conviction that in 
Marx there has been a theory of the absolute impoverishment of the 
proletariat, that is the constant fall of the wage, even below the level of 
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17 For example, Marx theorized an impoverishment tendency clearly relative and 
not absolute (like some sclerotized Marxist proposes).

18 we are not talking about biological subsistence (even if there are cases, periods 
and places where the wage remains at this level or even under), but about the histori-
cally and socially determined one: that is relative to the comprehensive development 
of the whole wealth of the society.

survival. It is important to specify firstly that Marx, while he is talking 
about the laws of capitalism, refers to tendencies, and never to mecha-
nistic laws (like the chemical, biological or physical ones).17

wage comprehends, besides its direct form, also an indirect one, 
postponed with a multiplicity of components like for example the 
Christmas bonus, holydays, liquidation, pension, social State services, 
politic prices and controlled tariffs.

The capitalist purchases labour-power at its value, he pays the 
worker with a wage barely sufficient for him to buy the means for his 
subsistence.18 whether, as we supposed, the above-mentioned value is 
produced by four hours of work, this means that, if he has worked for 
the first four hours, he has already added to the raw material value and 
to the machines, a surplus value sufficient to cover the means neces-
sary to his survival. If the productive process ended up in this moment, 
the capitalist will sell the product at a price equal to the costs he met. 
Anyway, the worker sold himself to the capitalist for a whole day. If, as 
we previously supposed, the working day lasts nine hours, in the other 
five hours the worker continues adding value that exceeds what is 
finalized to buy the means for subsistence. It is, in Marxian terms, sur-
plus value, on which the capitalist takes control just for himself. In 
other words, in the capitalist production the product of necessary work 
advanced to the worker under the form of salary; the part of unpaid 
work, the surplus labour, goes to the capitalist in form of surplus value.

production of surplus value begins, thus, from the extension of work 
over the limits necessary to the reintegration for the capitalist of the 
wage or price of workforce.

In Capital Marx remarks how the capitalist does not obtain this  
surplus just from the lengthening of the working day: alongside this 
form of surplus value, that he calls absolute, he analyses the surplus 
value that he calls relative, because it depends on the introduction of 
machines, the introduction of technological innovations, the rhythm 
increment, the reduction of the so-called “dead times,” the increase  
of productivity. New technologies, in fact, enhancing the productivity 
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of work and shortening the working time necessary to remunerate the 
wages, increase correspondingly – being understood the length of the 
working day – the part of surplus value pocketed from the capitalist, 
and then increases the surplus value in respect to the necessary work.

According to what we previously wrote, it results that the value of 
every good produced inside the capitalist society, may be divided in 
three parts. The first one represents the value of the raw material, of the 
used machines and does not suffer any quantitative variation of value 
during the productive cycle, being constant capital, which is symboli-
cally represented with a c. The second part, the one which incorporates 
the value of work-power, suffers by his side of an alteration of value, 
since, besides reproducing the equivalent of its own value, produces 
also a surplus, that is the surplus value; it is so denominated variable 
capital, represented with a v. The third part is the surplus value itself, 
appointed with a s.

Therefore we can write the value of a good with the following 
formula:

C + V + S = total value

The capitalist, when he anticipates the wage, he buys, for a certain 
quantity of time, the work-force of his “employees” who are inserted 
inside his own factory. The worker, although remaining independent 
from the capitalist, suffers an expropriation of the property of his 
workforce: he becomes, in this way, for this period of time, not any 
longer the owner, but the bearer of labour-power. Labour-power is 
purchased by the capitalist who assumes its command, its availability.

A capitalist does not found an enterprise to allow the workers to 
survive through his own entrepreneurial activity, i.e. without his per-
sonal profit; he does not even found it to satisfy the needs expressed 
from the market. his activity is just an instrument to help him achieve 
his only true objective: realize a profit.

The problem, then, is to identify the “source” of the profit. There are 
theories supporting points of view which explain differently this char-
acteristic of the Cwp: someone affirms that all the productive factors 
(capital, work, production means) produce profits and some other 
(Marx), starting from the classics of political economy and distin-
guishing work from work-force, claims that profit has his one and only 
source in human living work (Lw).

Lw is the one supplied concretely by the worker (working activity 
transformer/conservator of use values) inserted in a working process. 
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19 The analysis we are carrying on is settled on a high level of abstraction; it is clear 
that in the concrete manifestations of the entrepreneurial power and its control on 
work, they are limited from many physical, juridical, organizational and practical 
“boundaries,” from the general class struggle itself and from the resistance that the 
workers oppose to the capitalist authority in the factory.

20 “Surplus value is nothing but the difference between the value created by the 
worker and the expenses for his maintenance” (Mandel, translated from the Italian 
edition 1997b; 154).

21 This means politically. here politics is relevant if it is interpreted in the global 
meaning of the term (class politics, entrepreneurial organization, industrial conflicts’ 
management, etc., just to give instances close to the issue dealt with here). A worker 
does not have to work for a hours’ quantity = x a day or at week. wherever, however 
and whenever work is decided by the emprise together with the trade Unions. with 
such system is even possible to work for 74 hours/week. In this case class struggle gave 
advantage to the European capital.

According to Marxian theory, then, once the work-force has been 
acquired, the capitalist can have it at his own disposal according to  
his exigencies even in a despotic way, being its owner.19 The capitalist is 
not satisfied of having his quote of Lw = Nw (Nw being Necessary 
work), but during the working day (d) he foists workers to supply  
a quote of Lw > Nw: such surplus of working hours represents the 
surplus labour (SL).

SL is precisely that part of unpaid Lw (only Nw is paid) which 
determines the surplus value20 (w) representing the form of SL as a 
value; just like the necessary value (NV) is the form of Nw as a value. 
only if SL > 0 a capitalist emprise has reason to live.

The capitalist, taking possession of unpaid work, exploits the work-
ers. This is the core of the Marxian theory of exploitation, which does 
not have anything “humanistic,” pietistic or moralistic: it is a scientific 
theory in the measure in which it is capable to demonstrate the origin 
of w (generator of profit).

The limit to the working day, besides the physical one (passing that 
limit destroys workforce instead of reproducing it!), is determined not 
naturally, but historically and socially from class struggle,21 which is 
crystallized in the contractual definition of the maximum schedule of 
the working day; such limit is fixed by the ability of the working class 
to lower the maximum legislative limit of working hours and raising 
the Nw quote inside the g.

The absolute SL reacts against this contractual limit, trying to move 
it upwards: once the limit has been reached, then, it tries to increase 
the degree of density, reducing all the spare times of the working day, 
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and by increasing the charge over the worker (increases the time in 
which Lw is distributed). This tendency is typical of the last decades: 
see the example of toyotism that, reducing pores and wastes to zero, 
saves lost working time; it lengthens the effective working day, even if 
the maximum duration has already been determined. This operation, 
anyway, meets often with limits of various nature, so the capitalist has 
to recur to the extraction of relative SL. It operates on productivity 
thanks to the introduction of new machines and more rational, effec-
tive, efficient and cooperative organizations of the working process, 
consequently setting “free” the exceeding workforce.

The increase of productivity involves a higher quantity of output 
produced by a single working unit (maybe a smaller quantity of work-
ers can be employed) and once generalized the increase of productivity 
also for the production of goods “inserted” in the survival/reproduc-
tion hamper of the workforce.

 If we want to establish the measure by which capital has valorized 
itself, we have to start from the ascertainment that surplus value is gen-
erated only by living work. Therefore, in the calculation of the capital’s 
valorization degree, we can consider the part of constant capital as 
equal to zero. to determine the valorization degree we can only refer to 
the product in value realized ex novo (v + p). This means that surplus 
value has to be related with the anticipated variable capital. we obtain 
the formula of the “rate of surplus value”:

Rate of surplus value p1 = p/v

During a part of the working day, the worker realizes, therefore, the 
value of the means of subsistence for the reproduction of his work-
force. This part of the day is defined by Marx “necessary work time,” 
and the work employed in it “necessary work”. The labour that the 
worker employs during the second part of the working day produces 
nothing but surplus value for the capitalist. This work is called by Marx 
“surplus value” and the part of the working day during which it is 
spent, “excessive work time”.

Surplus value is determined by the length of the exceeding part of 
the working day. This is the reason why surplus value behaves 
towards variable capital just like surplus value behaves towards neces-
sary work.

The rate of surplus value is the exact expression of the “exploitation 
rate” to which the worker is subjected by the capitalists. Basing on what 
we wrote before, profit is constituted by nothing but the surplus value 
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itself. Rather, more properly, profit is the phenomenal form of surplus 
value, that is the result of the capital altogether anticipated. The profit 
of the capitalist comes from the fact that he has to sell something he 
did not pay for. profit consists in the surplus of the goods’ value on the 
price cost, or in the surplus of the total sum of work incorporated  
in the goods as regards to the quantity of paid work that the goods 
contain.

The Marxian theory of value (Marx never used the expression 
“labour-value”) is based instead on an objective approach that does not 
foresee subjective calculations, even those of the individual capitalist. 
According to Marx, goods’ production prices end up coinciding with 
the prices realized in the market. They always diverge from value, 
which is a mean and a “point” around which the prices oscillate (going 
up and down). hence, there is no coincidence between the goods’ 
value and their market price. The value is a different thing from the 
goods’ price and has nothing to do with the physical quantity of work-
ing hours spent from a (group of) worker(s) to realize a product. It 
points out, instead, just the quantity of time socially necessary to the 
realization of these goods (of which, ex post, the mean value is calcu-
lated). Anyway this dimension is fundamental.

But Marx went still beyond, showing how the capitalists’ appropria-
tion of workers’ unpaid labour was conformable to the internal laws of 
capitalism.

As a consequence the liberation of the working class from capitalist 
exploitation is only possible through the overcoming of the capitalist 
way of production. This deduction had at that time and still has a great 
importance, because it questions every kind of illusion regarding the 
solution of the capital-labour contradiction inside the capitalist way of 
production through reforms, whichever they are. And this is even 
truer for the laws of general development.

Engels, in his Anti-Dühring, maintains that the overcoming of  
capitalism and the abolition of the private property of the means  
of production, passed in the workers’ hands, will set them free from 
the domination of the economic-social relations, because in this way 
they will take conscience of the objective laws, applying them to the 
interest of the whole society.22

22 It is also true that today this issue has to be faced more cautiously. About these 
points Cf. Carchedi (1987: 2006a).
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If the theses we mentioned above are valid we can maintain, with 
Marx, that 

profit is not originated in the moment of exchange; it comes from the fact 
that goods are sold at their proper value (“the paradox of profit”).

Anyway, in the second book of Capital, Marx points out in an 
explicit way that in the cost of production are present all of the ele-
ments which constitute its value, paid by the capitalist or for the which 
he has put on market an equivalent; and, therefore, these product’s 
costs have to be reintegrated to permit to the capital to preserve itself 
and to reconstitute its original entity. This means that the value of a 
good is given by the duration of the work that its production needs, 
and only a single part of this work is paid; by all means, the costs of  
the goods are instead only that part of work that the capitalist has 
remunerated.

It is in chapter 9 of the third volume of Capital that is traditionally 
searched Marx’s explanation of the formation of a general rate of profit 
(average rate of profit) and of the transformation of the goods’ value in 
production prices, starting out from the assumption that the produc-
tion prices are nothing but the prices realized through the mean of the 
various profit rates of the different productive ambits. Adding such 
mean to the cost prices sustained by the same productive ambits we 
have the “classical” definition of production price. production prices, 
hence, are based on the existence of a tendential general rate of profit, 
which is based on the fact that the profit rates of any single productive 
ambit have already been transformed in many other average rates of 
profit.

In fact, as Marx explains in the third book of Capital, the social con-
ditions of production are taken as things, and the material conditions 
of production are comprehended as the result of the facts arbitrarily 
put in existence by the single individuals.

Marx’ economic theory, just like the whole Marxian doctrine, 
is  characterized by a clear social nature, by an intrinsic tendency to 
action and practice, by an intimate bond between theory and praxis. 
For the Marxists, knowing the world has always meant transforming it. 
The objective economic laws of capitalist society manifest themselves 
during the class struggle for the overcoming of the capitalism.

Marx revealed the objective tendency of the capitalist production to 
a great exploitation of the working class. Such tendency has manifested 
and still manifests itself during all of capitalist history. The tendency of 
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23 But this is only possible when: a) the reserve industrial army is limited; b)  
the trade Unions organizations reduce or erase the competition between the work-
ers  and organize them to demand, with the fight, wage increases (Mandel 1997b: 
240–241).

24 The productivity increase reached through the adoption of new machines (which 
to be profitable from capital’s point of view have to be labour saving and profit increas-
ing), causes a modification in the organic composition of capital (K/v), whereas the 
component of stable work (K) increases with respect to the component of variable 
capital (v). The relation is not anyway between material mass of working instruments 
and number of workers, but between value of production means and price of the 
labour-power. (Mandel 1997b: 280) Also Jaffe (1973: 17 and 77ss.) back this thesis: 
“(the) organic composition of capital, which is a value concept, is often confused with 
physical-technical ‘composition’, for example the number of machines for worker in a 
certain factory, or the constant capital (value) for worker (a non-value concept)”.

advanced capitalism is to combine the extraction of absolute and rela-
tive SL. Just as absolute w finds boundaries in its extraction, also the 
increase of relative SL with the introduction of new machines creates 
problems. An increase of productivity may cause also an increment of 
real wages in absolute terms23 (considered that all the working units 
produce more value).

The productivity increase practices may generate in this way contra-
dictory effects on wages. A work productivity increase24 causes in fact a 
reduction in the value of work-force (and then in the Nw), and conse-
quently the reduction of the wage (at least the relative one); the contra-
dictory effect is the following: if the productivity increases 

“debases value and prices of many luxury products, it develops serial 
production […], incorporates in the life minimum a series of new goods 
[…] on the contrary aims at a growth of the value of work-force” (Mandel, 
translated from Italian, 1997b: 244).

Social Classes

Social classes have to be defined basing on the relationships that they 
engage in the production sphere: the criterion of last instance is the 
juridical one of the property of the production means and even more the 
one of property of accomplished product (Bordiga 1980). This criterion, 
in its essentiality, divides human society in two groups: the first one, 
owner of production means and of products; the other one, devoid of 
such property (the property itself, ontologically, is deprivation, nega-
tion: exclusion). In the Cwp the class that owns the production means 
and product has the necessity to put these on market and sell them to 
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25 Relations with goods and products are connected, in the first case, by the produc-
tion relations, and in the second case, by the mercantile ones connected on their  
own from money. only passing by the market the worker becomes a consumer and 
then he can take possession of the goods which he (as a collective producer) produced, 
paying them a higher price because comprehensive of the capitalist profit. In this way 
there are two cases of extortion: the first one, with the subtraction of the surplus 
labour; the second one, with the extortion of money in superior quantity as regards  
to the cost of production of the goods.

realize a profit, which after will be, at least partially, invested: the 
behavioural model of the capitalist is dynamic.

The engine of survival of this class is accumulation: the proceeds 
realized in the market are reinvested (-> capital) in the productive 
sphere to start another productive cycle. The capitalist class is not 
founded on blood, religion, cultural privileges: property and then capi-
tal availability are central.

In opposition to this social class we find the working class, defined 
by its exclusion from capital, and the exclusion from the free access to 
the production means as well as the finished products: it only gets  
in contact with these elements as living work, in the first case, and as 
consumer, in the second case25. It owns nothing else but the capacity  
to work (labour-power). And its survival as a class comes from the sale 
of its labour-power (just like capitalist class, for a valorization of its 
capital, needs to acquire labour-power and make it “work”: it is the 
only special “productive factor,” because it produces more value than 
its own value). The working class is divided internally in a productive 
“sector” and non-productive (of surplus value) “sector”.

After the definition of the fundamental social classes (it is worth 
mentioning that the ones which are mentioned above are abstract and 
“pure” definitions, which in reality hardly appear like we have described 
them), we can indicate the criteria of belonging of a single subject to a 
class or the other: the criterion used is the one of the function carried 
on by the subject in the wpR.

A subject is called capitalist if he carries on the function of the  
capital and is owner of the means of production and/or of the finished 
products (and hence of capital); instead, he is a worker he who carries 
on the function of the collective worker. After the development of  
capitalism and of the factory’s organizational system, the fundamen-
tal  duties of the capitalist (co-ordination of the working process,  
decisions, direction, control, and then coercion to work) are not car-
ried on by a single subject anymore – the capitalist exactly, who is also 
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entrepreneur and material director of his business – but are executed 
by a plurality of subjects that are not part of the capitalist class, because 
they do not own the means of production and the products, but they 
hold their possession and disposition power. Anyway they carry on 
some of the functions of capital (for example direction, decisions not 
of last instance, control). It is the phenomenon that gave origin to the 
middle classes, often characterized from the mixture of many func-
tions, belonging to the ambit of capital and work. The degree of major 
presence of the one or the other defines their major closeness to the 
capitalist class or the working class.

The middle classes, after the restructuration and the introduction of 
new machines which incorporate the control and management activi-
ties (capital functions) previously carried on by them, can be subjected 
to the disqualification (superfluity) of their workforce: they are victims 
of what has been called “proletarianization” of the middle class, which 
is not an issue strictly relative to incomes.

The Usefulness of the Marxian Analysis in the Current Context

The actual situation of the working class is in large part character-
ized  by a discrepancy growing by nature between the real value of  
the labour power and the real wage obtained. This fact could be 
explained because of the increase of the needs socially essential to the 
survival of the workers, also due to an intensification of the work 
rhythms and of social productivity, with a growth of the material, 
social and cultural level of the entire society. As a result, the real 
wage is strongly delayed vis-a-vis the growing social value of the work-
force; the total social value continues to lose compared to the quote 
destined to profit and generally appropriated by capitalists for the 
remuneration of capital. The menace of unemployment is always hang-
ing on and on the increase. particularly, the actual coexistence of con-
junctural and structural unemployment, the paradigm of flexible 
accumulation of the post-Fordist era, are caused by the automation of 
production and intensification of work. All this exerts a substantial 
influence on the general worsening of the world situation of the work-
ing class. The “uncertainty of existence,” about which Engels spoke, is 
continuing to grow. These objective facts are a convincing confirma-
tion of the validity of the Marxian theory of relative impoverishment. 
The very development of contemporary capitalism reaffirms entirely 
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another fundamental Marxian thesis, that of the intensification of  
the proletarianization in capitalist society and the increment, even if in 
different and articulated forms, of subordinate work and wage-earning 
work.

The socioeconomic issue of work is not simply connected to unem-
ployment, ever more of a structural character, but concerns a series of 
problems of quanti-qualitative character and the new figures of work, 
particularly the precarious ones, the denied work and the non-work, 
which are internal to the mode of production. The problem of work 
exists by now also for those who hold a job, due to the fact that it is 
obligatory to always work more and in the worst conditions, without 
protection, with an absolute social, and also relative to the single 
worker, wage always smaller and with high levels of mobility and 
intermittence.

 The actual structural crisis of capitalism, that is also a crisis of over-
production and demand caused by an inclusive tendency to contrac-
tion of the social wage of the whole working class, is generated by the 
passage from material accumulation to other forms of accumulation 
based on immaterial capital. The new processes of accumulation are 
connected to the strong increments of productivity not redistributed 
and to the tertiarization processes, also with important displacements 
in the financial rent. This points to how the so-called post-Fordist cycle 
of the generalized social factory realizes, besides structural unemploy-
ment, thousands of forms of atypical and flexible work, that is precari-
ous, that are accompanied anyhow by a strong growth in terms of 
social wealth, due to significant increments of productivity. But this 
kind of social wealth is not useful to the labour factor.

In this way, we identify a marginal economy which evolves time 
after time, proposing new social figures, new subjects who, whether 
until not many years ago were guaranteed and functional to develop-
ment, today are instead excluded, made casual, expelled, emarginated, 
and constitute new areas of poverty on the increase that the actual 
model propose in partly new forms. In Italy, for example, in the last 
years it was noticeable a huge increase of the opening of VAt numbers, 
correspondent to the emersion of new autonomous workers, a new 
class of small entrepreneurs more than ever caged within the rules and 
the bonds typical of the regimes of subordination. These are the new 
figures of the labour market, which are nothing but the result of the 
choice of capital to expel labour, creating an induced activity of a ter-
tiary kind, badly remunerated, deprived of the contributively charges 
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for social security; this is the product of a generalized recourse to more 
or less hidden forms of task work to be opposed to every form of rigid-
ity in work and in payment. Thus the labour market is made to be ever 
more flexible and compatible with the system of centrality of the enter-
prise and of profit, adapting the whole social corps, through the func-
tions of the profit state, to the organization of the generalized social 
factory.

today, however, the overwhelmingly major part of the population in 
the capitalist countries is composed of wage-earning workers, and the 
salaried work constitutes the basis of capitalism, on a much larger scale 
than in Marx’s times, inside the processes and the dynamics of func-
tioning of the capitalist way of production of all times.

The more recent changes in the structure of the working class itself 
point out the extreme importance of the “collective” worker category, 
introduced and analysed in Capital. Such category comprehends the 
workers of material and mental labour that directly participate to the 
making of a product and are in any way, compared to capital, waged 
workers, subordinates. In this way, despite the passage from the Fordist 
to the so-called post-Fordist age, from the mass-worker to the “social 
worker,” from the centrality of the factory to the generalized social fac-
tory, from the “blue collar” to the white-collar workers, from material 
work to the knowledge and intelligence workers, even in the advanced 
capitalist countries persists and grows the waged work, in forms always 
more sophisticated and incisive of exploitation.

In contemporary capitalism, the collective character of the labour 
process becomes more evident with the growth of the socialization of 
production, going over the so-called “collective worker,” assuming the 
aspect of the large productive complex, with externalizations and delo-
calization, but anyway with modalities that reunite all the workers in 
the same ambit of subalternity, coercion and exploitation. The actual 
tendencies, with the growth of the number of waged workers employed 
outside the properly called material production, the increase of the 
employees’, flexibles’, precarious’ time-workers’ and atypicals’ number, 
the increment of intellectual work rate or of the fake autonomous 
worker, do not witness at all to the “deproletarianization” of the labour-
ing class or of the generic working class.

As always, the workers belonging to these new categories, just like 
the industrial proletariat, are forced to sell their labour-power to the 
capitalists. today more than yesterday, labourers and generic workers 
are menaced by unemployment, after the introduction of automation. 
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Their wages are at times inferior to the minimal threshold of survival: 
the differences with that part of privileged workers constituting the 
“labour aristocracy” are in this way more evident.

Such differences can, however, be useful. The insertion of the funda-
mental laws of material production inside the sphere of science and 
culture is a factor that although at first sight may seem improbable can 
indeed facilitate the overcoming of capitalism.
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1 In this Chapter, references to essential works will be frequently made in order to 
understand the methodological bases of the subject; in particular alvaro (1999), De 
Meo (1975), Giannone (1992), Guarini, tassinari (1996), Samuelson, Nordhaus (1987) 
and Graziani will provide our reference points.

CHaPtEr tHrEE

tHE BaSICS oF NatIoNaL aCCoUNtING1

Marxian Categories and their Statistical Translations

as previously discussed, the basic categories of the Marxian analysis 
can be expressed in terms of value, time and labour: K (constant capi-
tal) represents the time of indirect social labour included in the physi-
cal inputs of the production process. V (variable capital) is the value 
(of reproduction) of the time of direct social labour employed in the 
production of goods. w (surplus value) stands for the time of direct 
non-wage social labour employed in the same production process of 
goods. with such categories it is possible to build the basic relations of 
Marxian analyses: the exploitation rate or surplus value rate w/v which 
expresses the relation between the time of direct labour, both wage and 
non-wage, the organic composition of capital K/v, that can also be 
found as in K/K + v, a formula that expresses the distribution of capital 
between time of social labour both indirect and direct and the profit 
rate w/K + v, or relation between finished surplus value and advanced 
capital. These categories of value are essential in order to establish the 
dynamics of capitalism. The primary laws and the whole function-
ing of the capitalist system, in particular competition, concentration 
and centralization of capital, wage fixation according to the existence 
of an overpopulation (permanent working) or the tendency to a fall  
of profit rates, can actually be explained through these categories and 
relations.

The translation of the categories of value into prices is an impor-
tant problem. as a matter of fact, value-time as it is, does not have an 
equivalent accounting expression in the capitalist system, where each 
economical relation is measured in prices. The categories in value-
labour (or value-time) have an equivalent in terms of prices that is not 
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2 Cf. about the issue the work edited by Vasapollo (2002). The classical criticism to 
the theory of value-labour appears in the 1896 work by Eugen Böhm-Bawerk (1975).

3 Many authors used the data provided by the National accounting System and 
adapted them to a reading with Marxist categories. Eugen S. Varga (1948) wrote an 
important piece on the subject, as Shigeto tsuru also did with its On Reproduction 
Schemes, appendix of Paul M. Sweezy (1942), where he analysed the comparability of 
Marxist categories and Keynesian aggregates. The economist who most moved for-
ward, as far as the reformulation of statistics into Marxist categories is concerned, is 
anwar Shaikh (1990), cf. also Shaikh, tonak (1994).

always clear. This translation of the categories and relations in terms of 
value into its monetary or prices equivalents started a rich economical 
literature about the so-called “problem” of the transformation.2 This 
subject becomes even more complicated since conventional econom-
ics includes a set of notions that are similar to Marx’s ones but that still 
present a substantially different content.

The notion of “capital” is the most important one: in Marx’s work it 
represents a social relation (a relation expressed through the produc-
tion process of goods/private embezzlement of surplus value) while 
conventional economics defines it as a polysemic notion that describes

a. money capital;
b. capital goods;
c. productive investment;
d. financial investment;
e.  earnings’ flow over different periods of production determined by 

time discount rate, etc.

Besides, conventional economics does not take into account the essen-
tial difference drawn by Marxian political economy between activities 
that produce new value and those which consume the value produced, 
or to be more precise, between activities that produce surlpus value 
and those that consume it.

The different perspectives from which Marxian political economy 
and conventional economics carry on their analysis, enable us to 
directly use economic statistics in order to investigate the evolution of 
the process of capitalist accumulation. to do so, an advanced proce-
dure of reprocessing of the statistical indicators, of the aggregates and 
the macroeconomic functions is required in order to be adapted to 
those notions and aggregates that are part of Marxian political econ-
omy.3 The practical inability to provide a complete translation of statis-
tical data beginning from Marxian notions compels to often work with 
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4 Joseph alois Schumpeter was the one who better expressed the political and his-
torical dimension of this reasoning. other authors, such as Micheal Kalecki or Piero 
Sraffa, provided this kind of neoclassical thought with an historical perspective. John 
Maynard Keynes will express in his works in the 1930s, a break with vulgar thought.

approximate data, that is values that do not exactly measure what we 
want, but whose evolution coincides with the one of the reference 
category.

For the same reason, reading the statistical indicators and the con-
ventional aggregates, from a Marxian point of view, implies re-reading 
the data in order to read “other things,” different from the interpreta-
tion that conventional analysts usually give.

Limits of Conventional Neoclassical Economic Concepts

Conventional economic theory, that is the one that interprets reality 
from the perspective of capital, was introduced at the end of the XIX 
century when the economic vulgarization’s main aim left out the inter-
pretation of the economic dynamics of society in order to become a 
justification of the existing order. León walras (1900) (general equilib-
rium), alfred Marshall (1920) (partial equilibrium), Vilfredo Pareto 
(1945) (optimal and efficient equilibrium) and many others’ attempted 
to develop a “positive economy,” neutral to the social phenomena and 
based on the principle of perfect information. This occurred, paradox-
ically, in the same historical-scientific period (1870–1930) during 
which the so-called Heisenberg’s uncertainty principle was established 
in physics. Heisenberg’s principle states that in observing nature, the 
act of observing itself disturbs some of the physical properties and 
therefore never allows an exact knowledge of reality. There is just one 
bit of relative (possible) information that is always subject to a margin 
of error.

as a consequence, at the end of the XIX century, economics was 
turning into an ideology whose aim was to hide beneath a more and 
more complex mathematical system a simplistic theory that did not 
contribute to the knowledge of reality.

only when the Great Depression of the 1920s and 1930s started, 
academic economists began to feel the need of vindicating the Classical 
analytical thought.4

after the Second world war an eclectic thought imposed itself 
without giving up the ideological component of economic theory 
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It looked for some kind of ruling capacity, in order to manage the pub-
lic intervention in the economic cycle and the long-term structural 
change. This new dominant orientation, also known as the neoclassical 
synthesis, implies the control of the evolution of economics as a sci-
ence, especially in the United States where the academic establishment 
imposed this new doctrinal conception of economics.

The development of statistical and accounting systems is in this way 
an attempt to create an economics that is functional to managing capi-
talism in the mass-consumption and Fordist-taylorist era.

The Centrality of the Debate on Productive and Unproductive Labour

The development of the social State too depended mainly on the 
Fordist accumulation model, on the forms and contradictions of wage 
labour, on growth and on full employment. Its prerequisites were the 
normalization of a higher number of individuals’ wage-labour, that is 
their transformation into working citizens, leading, this way, to the 
generalization of the relationship of the Fordist labour process. 
Nowadays this generalization is limited by the post-fordist accumula-
tion that questions the traditional model of the Social State.

according to this model, social participation of citizens is essen-
tially linked to the status of wage-worker, and from this link sprang the 
possibility for individuals to plan the capital-labour conflict with the 
immediate purpose of improving the levels of social justice and wel-
fare. The crisis of the labour-market or of the dominant principle of 
distribution of activity and income, generates instead a situation where 
unemployment and the increasing difficulties of living within the soci-
ety for larger groups of people, can not be settled anymore through 
adjustments related to the institutional structures connected to Welfare 
and the economic assumptions of expansionary policies. So the 
Keynesian model has been questioned: the current crisis in the labour 
market can not be explained believably simply through the relation-
ship between consumption demand and labour demand, and can not 
be adjusted through an economic and fiscal policy of expansion.

Nowadays wages are increasingly disconnected from productivity, 
which is mainly addressed to profit. This depends on the post-Fordist 
separation between the growth of production and that of employment, 
and on the choice of a financialization of the economy which involves 
a distribution of income addressed to the accumulation process.
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5 according to the Classical school Marx’s concept is tautological: the productive 
labour, or the labour that creates value, must certainly be represented in “material” 
things.

The increasingly unequal redistributive structure of income involves 
the disappearance of the role of the welfare state, since the State directly 
operates on the economic system in support of accumulation, and 
both regulates and control not only the redistribution of income but 
the whole social structure in order to support profit. The internation-
alization of financial flows and the development of the process of de-
industrialization of western countries led to a decrease of how 
economic policies implemented by individual states affect those mech-
anisms of accumulation that are growing global. In a model of flexible 
accumulation, the State quits the social protection system as this is 
only a rigidity and, as such, must be abolished in order to assume the 
role of Profit State.

So, in a society based on flexible accumulation and on intangible 
capital resources, communication and knowledge, it is fundamental to 
think from a material perspective whether the same kind of job may be 
productive or unproductive, or whether it could be considered as part 
of the capitalist system of production depending on whether or not it 
has been organized within the capitalist enterprise system.

at first glance, the concept of productive labour developed in some 
of Marx’s works does not consider workers and employees of the trade 
and credit sector in this category (Marx 1978a, book II: Ch. VI and 
Book III, Chs. XVI–XIX). Marx does not consider this labour produc-
tive. according to many social scientists, including most of the 
Marxists, Marx refused to consider this labour productive because it 
does not produce changes in material things. according to them, this 
is a trace of the ‘materialistic’ theories of productive labour.

referring to the opposition of the “Classical school” to this concept,5 
someone wonders how Marx could make that mistake. Some others 
criticize the theories that separate “Intellectual” and “material” aspects 
of labour, adding that these conceptions of Classical political economy 
had not been subjected by Marx to the critique they deserved, because 
Marx himself supported those ideas.

actually, there is not an obvious contradiction in Marx’s ideas. He 
does not give up the concept of productive labour as a labour organ-
ized on capitalist principles, regardless of its concrete nature and useful 
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results, typical of the capitalist production. But If it is not so, why Marx 
does not consider the work of sellers and employees organized into a 
capitalist trade enterprise as productive labour? to answer this ques-
tion, we must remember that, when Marx wrote about productive 
labour in many works before Capital, he started with the question of 
productive capital. according to that theory, capital passes through 
three stages in its reproduction process: money capital, productive 
capital and capital-goods.

Phases one and three represent “the process of circulation of capital”. 
In this scheme, “productive” capital does not oppose the unproductive 
one but the capital in the “process of circulation”.

Productive capital organizes the process of creating consumer  
goods in the wider sense. This process includes all labour required  
for the goods adaptation to consumption, for example, storage, trans-
port, packaging, etc. In the process of circulation, capital organizes the 
“mere circulation”: buying and selling, for example, the transfer of 
property from the actual transfer of goods. This capital overcomes the 
friction of the capitalist market system, this friction obeys to the fact 
that the system is split into individual economic units: it precedes and 
follows the process of creating consumer goods, although is linked to 
it indirectly. The “production of capital” and “the circulation of capital” 
are independent in Marx’s system and they are treated separately, 
although the unity of the whole process of reproduction of capital must 
not be lost. This is the basis of the distinction between labour used in 
production and labour used in circulation. But this distinction has 
nothing to do with a division between “the labour that operates changes 
in material things” and the labour that does not have this property.

Marx distinguishes between the labour used by “productive capital,” 
or more precisely by capital in the production stage, and the labour 
used by the capital-goods or capital-money, or more precisely by capi-
tal during circulation. only the first type of labour is “productive,” not 
because it produces material goods, but because it is used by “produc-
tive” capital and this is the form of capital at the stage of production: it 
produces surplus value. The participation of labour in the production 
of consumer goods is, for Marx, an additional property of the produc-
tive nature of labour but not the criterion to determine it. This crite-
rion continues to be the capitalist organization of labour: the productive 
character of labour is an expression of the productive character of 
capital.

The rotation of the stages of capital determines the characteristics of 
labour that is being used. Here Marx claims his idea that in capitalism 
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 6 Because, as we said above, these types of activities (processing, conservation) 
make productive labour, which will be mostly provided during the work process.

 7 That it “naturalizes” in most cases, often applying to the studies of social phenom-
ena, the same epistemological assumptions, the same methods and the same tech-
niques used by natural sciences.

 8 alvaro (1999: 28), in this regard, writes: “political economy needs to ‘deal’ with 
the observational data continuously, with a measured economic reality and with statis-
tics. That is, with the economic statistics, because without Economic Statistics political 
economy becomes the study, analysis, development of theoretical models, suitable to 
describe the functioning of hypothetical economic systems, whose validity is exhausted 
in the formal verification of internal consistency, as built on the propositions deduced 
from the behaviour of the unreal and imagined homo economicus.”

 9 For a more detailed discussion of the topics discussed in this section see alvaro 
(1999).

10 This distinction underlies the difference between GDP and GNP (Gross National 
Product).

the driving force of development is capital: its movements determine 
the movement of the labour subjected to capital.

Thus, according to Marx, a productive labour is any kind of 
labour organized according to the capitalist process of production or, 
more precisely, the labour used by “productive” capital, i.e. capital in 
the production phase. The labour of the seller is not productive because 
it is contracted by the capital during the circulation phase (thus it  
does not change the value of use, nor preserves the integrity of 
deterioration).6

It is clear that interpreting the economic categories one way rather 
than another, includes a system of national accounting entirely differ-
ent with the representation of different social, economic and produc-
tive structures.

National Income Accounting

Bourgeois economics, in its various attempts to understand and “dom-
inate” or “cause” a variety of social phenomena,7 would be a mere men-
tal unproductive exercise if it had not an “application field” (society) 
for its theories, and if it could not make use of the data and the tools 
that provide them, capable to know “the operative field,” on which it 
must act.8

a fundamental starting point for developing economic analysis and 
proposing economic policies is that of national wealth, thanks to 
National accounting.9 It is used to calculate the wealth produced in a 
nation and by a nation.10
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11 For a discussion of the issues about definition and identification of the economic 
operators and for a more intense description of the various breakdowns operations 
within the categories of the operators, see alvaro (1999: 31–71).

at the base of National accounting 

there is the idea that the whole system of production depends, in its 
functioning, on four […] large categories of economic agents: house-
holds, enterprises, public administration, foreign trade (Cozzi and 
Zamagni 1995: 78).

Economic Operators

Economic operators are agents-subjects that permit to read the move-
ment of the production and consumption of wealth within a territory. 
They are defined according to the function they hold in the cycle of 
production-consumption and according to the use of the goods and 
services purchased. They are then aggregates of homogeneous eco-
nomic actors that allow the identification of broad economic move-
ments internal to a country.

If identification and description for households are simple, for an 
enterprise operator these activities are more complicated. according 
to the traditional model, enterprises are classified into three economic 
sectors: agriculture, industry, services. Statistical units of detection are: 
company or enterprise, local unit, institutions.11

There are some specific sectors of the economy that have always 
been controlled by the state, as they provide strategic and essential ser-
vices to citizens and businesses. we refer to companies operating in the 
field of energy, water, telecommunications, transport, etc., not consid-
ering public collective consumption, such as care, health, defence, 
security, education, namely “production of welfare”. In these areas, 
State intervention is a guarantee that everyone have equal access to 
quality of goods and services produced, which could otherwise be dis-
tributed unevenly and not fairly, both in economic terms and in a gen-
eral social sense.

The crisis of the Fordist model involves the crisis of the Keynesian 
approach, since the latter represent the most advanced political syn-
thesis of social compromise. Since the early 1980s, a process of down-
sizing of the public presence in the economy occurred in all capitalist 
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12 In the following paragraphs, although quoting some of the introductory works of 
political economy and national accounting more used in our universities, we will 
mainly refer to the important school of Economic Statistics of the Faculty of Statistics, 
University La Sapienza of rome and to the works by the most important representa-
tives: De Meo (1975) Giannone (1992) and alvaro (1999).

13 of course, people do not live only by eating bread; nor does society live only with 
the gross national product. But during our path toward the utopia state of opulence 
where all worries for material wealth will disappear, we need a summary measure of 
aggregate economic performance (Samuelson, Nordhaus 1987: 98).

14 The calculation is based on “market prices”.

countries, even where the mixed economy was more pronounced. This 
occurred especially to adapt public administration to the new condi-
tions of international competition. The main reasons adduced were 
essentially linked more to political-formal reasons than to the real 
needs of economic and productive efficiency. Therefore, the motiva-
tion of making public companies more competitive was necessarily 
related to bureaucratic controls that did not manage to allow public 
companies to operate more quickly and innovatively.

The different roles taken by the State in the rules of management of 
public enterprises has seen the strengthening of the “privatization” 
process. Thus, there is a consequent reduction of the power of the 
“state-entrepreneur” and at the same time a forcing of the process of 
privatization of the Welfare State, imposing a narrowing of the charac-
teristics of universalism of the main public performances. It encour-
aged an increasing the use of private healthcare, education and training 
with business characteristics, the use of supplementary private pension 
schemes.

GNP and GDP12

The macro-aggregate widely used until a few years ago for the calcula-
tion of national wealth is GNP (Gross National Product), whose ori-
gins lie in the works by Simon Kuznets (1901–1985). The importance 
of this concept is the possibility of measuring the total value of goods 
and services produced by a country, and permitting, therefore, quoting 
Samuelson, Nordhaus (1987: 98) “to measure the performance of an 
entire economic system.”13

The GNP is the measure of the monetary value14 produced and read 
in its dynamic flow: the flow of goods and services, plus investments 
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(private) and the costs of public administration (Pa). Here is the clas-
sic formula for a closed economy:

GNP = C + I + G

where C stands for private consumption, I for investment and G for 
government spending, i.e. public consumption. In an open economy 
we should consider also (XM), where X stands for exports and M for 
imports. It should be added, though, that I represents gross invest-
ments, including depreciation, so the value represented by GNP is 
altered, or rather it cannot describe well the reality of the “current” 
wealth of the country. to avoid this, another measure is used, although 
it is more difficultly determined, because of the scarcity or inaccuracy 
of data on it: NNP (Net National Product) which is given by private 
consumption, plus public purchases, plus net investments.

In summary, as Samuelson and Nordhaus (1987: 108) claimed, GNP 
(and PNN) can be defined as the sum of three main components:

1. Personal spending for goods and services;
2. Investment spending, both domestic investments and net exports;
3. Public spending for goods and services.

Before continuing, a further distinction should be noted: while GNP 
expresses the total value of economic activity carried inside and out-
side a given country by residents, GDP (Gross Domestic Product) 
measures the total value of economic activity carried out only within 
the country concerned, either by residents or by non-residents.

today GDP is widely used than GNP between by orthodox and 
dominant economists. It is measured in two quite equivalent ways: 
with the method of product flow and the one of cost flow. The result is 
always:

GDP = C + I + G + X − M

corresponding to all the incomes from labour and from capital (includ-
ing depreciation, rents, interest, dividends, etc..). The equivalence is 
obtained, therefore, considering generic components of profits (along 
with wages and pensions); it is a residue that automatically adapts to 
changes in costs, incomes and other values.

as we have just written, the term of GDP or GNP indicates that  
the value of the depreciation of capital, i.e. the monetary value of  
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the “reconstruction” or replacement of capital goods consumed in the 
previous period, is added to the indicator. Therefore, for measuring the 
net increase in production, we must deduct the depreciation from 
capital

GDP − a = NDP, or better
GNP − a = NNP

where NDP stands for net domestic product and PNN for net 
na tion al product. Net National Product at factor cost is, in terms of 
remuneration at productive factors, often called “National Income” 
(NI) in the strict sense. The PNN at FC or NI is the most significant 
value, which measures the income per person more precisely than 
GDP per person usually used, because it deducts variations from prices 
induced by taxes on production, that may vary substantially between 
countries and between periods, thereby distorting international 
comparisons.

If from National Income we subtract the amount of dividends not 
distributed, corporate taxes and social charges (i.e. the portion of sur-
plus value, which remains in NI) we obtain Personal Income (PI), 
which represents an approximate measure of the spending capacity of 
the domestic economies, both of the workers and of capitalists.

If from PI we deduce direct taxes we obtain Disposable Income (DI), 
which measures the potential consumption of households in the con-
sumption goods and luxury goods in a given period. The basic data of 
National accounting, as said, allow us to identify the major features of 
the evolution of an economy. For example, we can identify, even with 
data of GDP, the tendency to stagnation of a capitalist economy, with a 
lesser and lesser growth (accumulation rate).

Investment as a Central Category of the Capitalist System

to start a criticism of the current theories and economic practices, it is 
necessary to introduce some basic concepts used by the dominant eco-
nomic science that became part of our language and daily life. 
Investments are the engine of the accumulation process of a capitalist 
economy, which determines the size of the economic process. The rela-
tionship between profit and investment connects the two key variables 
of the short and long term economic dynamics. an investment is done 
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only if there is a profit to be made. The expected gain determines the 
investment and the investment determines the volume of the obtained 
production, employment and unemployment.

Accumulation, and not need, is the source of capitalist production. 
That is why it is possible to find a great waste in market economies: the 
use made of available resources depends only on the profit that is 
obtained. The current profits and those expected are the two key indi-
cators of capitalist economy. They are those that define the level of 
investment and therefore the production of goods. The rate of return 
addresses both the behaviour of each individual enterprise, as much as 
that of the majority of enterprises and sectors that constitute and deter-
mine the macroeconomic dynamics. This essential idea is expressed 
with five basic theses:

a. the working of the economy as a whole is closely bound to the vol-
ume of investment;

b. the capitalists’ amount of investment depends on the expected rate 
of profit or return that they believe they will get from their invest-
ment;

c. the economy of a country is part of the capitalist global economy. 
The levels of investment, employment and production of the econ-
omy of a country depend not only on the investment and national 
income, but also on the investment and profits of other places in the 
world;

d. the volume of production and the number of people employed 
depend in the short term on the total demand for goods and ser-
vices. The investment is part of the total demand, therefore its 
dynamics gives rise to oscillations of total demand and fluctuations 
of production and employment;

e. The demand for labour is always lower than labour supply. This 
means that unemployment is a permanent feature of the capitalist 
system.

The volume of production, and therefore of the employed population, 
depends on the total demand for goods and services in a given period. 
The model described above implies that the level of final production 
depends on the level of initial investment. The investment is connected 
to a demand for goods and services, with a demand for raw materials, 
and determines the volume of production, namely the supply, which 
always adjusts to demand.
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as usual there are unproductive resources, and the degree to which 
a one euro investment turns into a one euro of production depends 
also on the level of use of the productive resources and this will be a 
determining factor for the rate of economic growth. The lower the level 
of use, the more it is necessary to invest in order to achieve the same 
level of economic growth. This level of investment also determines the 
situation of the labourforce. Unemployment, as we said, is the differ-
ence between labour supply and labour demand.

‘orthodox’ economists complain that the phenomenon of unem-
ployment is caused by a number of factors: the rigidity of the labour 
market (due to too strong and “selfish” trade Unions: take the accusa-
tions against trade Unions by one of the fiercest economic schools, 
“the austrian school”); high salaries that are driven down (which are, 
among other things, a consequence of a great Unions power), social 
security and welfare systems that are too expensive. Lack of balance in 
this particular market would, therefore, be caused by exogenous fac-
tors. The market then, if left on its own, should be free to follow its own 
laws, and in the long run would lead to the disappearance of unem-
ployment. The reason why this would happen is simple: the equilib-
rium price of a commodity X is reached when the demand equals the 
supply, so the same would happen if the workers accepted the “rules of 
the game of market,” allowing decreases in pay, benefit cuts, etc., in 
order to let the price of their labour-power go down to the levels of 
demand. This way the equilibrium would be achieved and unemploy-
ment would drop. In such a situation, the only form of unemployment 
that would remain would be the “natural,” “frictional” one, which is 
necessary and transient since it is caused by the displacement of work-
ers from a job to another and the search for new jobs.

Productive and Unproductive Investment

The use of resources is a very important factor in order to distinguish 
between the investment that generates new production capacity and 
the investment addressed only to the production of already existing 
means of production. Net investment is the one that expands the avail-
able means of production, and the actual accumulation is the differ-
ence between gross investment and depreciation or amortization of 
capital.
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The efficiency of investment is determined by the volume of invest-
ment itself, by the use of the resources that will be invested and by the 
level of production obtained.

The investment is also financial, and it simply consists of accumulat-
ing more money (financial investments: D − D ' without going through 
M), although, as pointed out, the real investment is has a different, 
broader, more ambiguous meaning. Investing in stock, in the purchase 
of shares, gold or housing are activities which do not increase the pro-
duction capacity of economy: they are just limited to the redistribution 
of wealth, or are, in this case, devoted to an ever higher share of GDP 
to profits and not to profits and wages. and in this case, the tools that 
are able to measure economic activity are absolutely inefficient, because 
government statistics are not sufficiently highlighting the weight dif-
ference between this kind of financial investment and the productive 
one.

Investment realizes the value of the goods already produced in the 
past (the purchase of a car, for example) and promotes the creation of 
new goods, projecting into the future the current decision to invest. 
Since the private and public consumption varies very slowly, the varia-
tion of total demand depends, to a large extent, on the change in invest-
ment. The control of the investment is thus transformed into the key 
variable of the circuit of accumulation.

For this reason, the present resources available for investment are 
conditioned by yesterday’s public and private consumption. So this 
excess of available resources for investment may come from the out-
side. Specifically, the basic purpose of structural adjustments (which 
will be explained later) is to reduce consumption in order to increase 
the surplus.

In terms of time, it is not certain that investment is produced by 
domestic savings, as the generally accepted theory claims. Still this is 
more evident in the so-called globalized world in which we live. If sav-
ings are given by income (or even production), minus consumption, it 
is not sure that by investing tomorrow, we will have to save today. 
Investment may increase without reducing consumption, thanks to 
external help.



1 Council of mutual economic assistance, instituted in 1949 by the socialist coun-
tries in Oriental Europe (USSR, Albania, Bulgaria, Czechoslovakia, Poland, Romania, 
Hungary) with the exception of Yugoslavia, In opposition to the Marshall plan and to 
coordinate the economies of the socialist countries. Later, also Cuba, Mozambique and 
Vietnam became part of the union, while Albania left in 1962. It was cancelled in 1990.

CHAPtER FOUR

A CRItIQUE OF NAtIONAL ACCOUNtING

Some Problems Posed by National Accounting

Since the times of the World War II, the systems of National Accounting 
started to develop in an articulated way, taking as their objective the 
knowledge of the trend of the principal macroeconomic aggregations 
and the effects of economic and social policies.

The socialist system elaborated the balance model of national econ-
omy developed in USSR in the 1920s and later transferred to the 
remaining part of the socialist field and in the COMECON1 system.

In the countries characterized by free market, the attempts to quan-
titative representation of the economy go back as far as William Petty 
(Sandoval Gonzalez, 2004), and later develop with the Physiocrats. 
Nevertheless, it is at the end of nineteenth century that National 
Accounting comes into existence.

The principal references lead to Richard Stone. His works gave ori-
gin to the normalized system of accounting and acted like a basis for 
the elaboration of the United Nations system. According to Stone, 

a social accounting system is a practical means to describe what happens 
inside an economy, in the measure in which it can be expressed in terms 
of transactions in an ensemble of accounts connected with the double 
entry principle (Sandoval Gonzalez 2004: 12).

According to this study, the system is composed of four classes of 
workers: emprises, families, public administration and rest of the 
world. Each of these produces, consumes and saves money.

Between the pioneer works at the basis of the construction of the 
National Accounts System (later NCS) it is necessary to mention also 
the works of the Oslo Group, which organized the discipline around 
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one hundred or so macro-economic concepts, with a series of equa-
tions referring to a coherent outline.

Also the works of W. Leontiev require a particular mention: with his 
deep knowledge of the balance system in the Soviet Union, he devel-
oped the input-output method that is now largely used in many coun-
tries; something similar, the inter-sector balance, was realized by the 
planners of USSR.

The substantial difference between a system and the other is that in 
the socialist area, the indicative “global social product” centered on the 
production of goods and services directly tied to the production, cir-
culation-distribution and commercialization of material goods, was 
devised basing on a particular interpretation of the Marxian schemes.

The first NCS was adopted by the UN in 1953 and was subjected to 
successive adjustments. In 1989 the approach between the system 
applied in the socialist area and the one applied by the UN begins; 
between the two systems deep differences existed. After the “collapse 
of the wall,” this dichotomy disappears, due to the passage of the east-
ern countries to the market economy.

The principles of National Accounting imply a valuation of the eco-
nomic activity in a space (a country) and in a determinate period of 
time (a year). Even if the concepts which are under the macroeco-
nomic accounting base themselves on the theories that identify value 
and prices, the necessity to reach a certain realism in the measure-
ments permits to identify how after the developed notions, there is an 
implicit theory of work-value.

In the National Accounting the added value is interpretable realisti-
cally as an aggregation of value in the production process, classified  
in sector-based terms and in global terms. Anyway, a fundamental 
problem comes from the activities comprehended under the entry 
“production”.

The idea predominates that the distribution and transport activities, 
which absorb a big portion of waged work, implicate modifications in 
the goods, and so they have to be added in the value and material pro-
duction calculations. More controversial is the case of financial and 
rental (real estate, leasing) activities. These activities do not produce 
new value, but simply absorb the incomes of the productive sector.

A similar problem is verifiable in public services. Not being work 
destined to the production of value-capital, some authors think that it 
is not productive work, and should then be divided from the calcula-
tion of (social) added value. In this case, differently from the activities 
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2 “Functionaries may convert themselves in wage-earners of capital, but not for this 
reason they become productive workers. […] The productive worker is directly 
exchanged for money as capital, destined to function as capital and who, as capital, 
opposes himself to work capacity.” (Marx 1985a: 83).

3 “Produced value and surplus value (in the working process which produces sur-
plus value) are the result of the action of a single category of agents which, through 
their concrete work, change the material and mental characteristics of objects and 
work instruments in a different use value, the product one” (Carchedi 1991: 31), about 
this point cf. also Carchedi (1977; 1987).

4 This could be better admitted if we consider the nature of many of the Marxist 
texts, which remained in the form of notebooks, not definitive and not published.

based on the obtainment of an income from a right to property  
(on stable material active or financial active), we may consider the 
public dependents as the makers of an activity functional to the pro-
cess of capitalist reproduction, and for this are indirectly submitted to 
capital. But not for this they have to be inserted in the productive work 
category in the Marxist sense.2

Productive work in Marxian terms is just the one utilized by capital 
for its self-valorization; a work of identical content may be productive 
or unproductive. This depends on a consideration on the nature of 
work, on the consideration that in concrete, work generates directly 
surplus value, and valorizes directly the capital, or not. This is inde-
pendent from the more or less useful character of such work, and 
expresses itself always as collective work, as “socially combined work 
capacity” less tied to the forms and content of individual works. In 
terms of surplus value is productive the work that has for object mate-
rial or mental transformations of a use value that has changed or has 
been conserved at the end of the productive process.3 For a long time, 
in Marxist circles a “Classical” idea prevailed, due to a fundamental 
incomprehension of Marx’s texts (In truth some of them are not so 
clear).4 According to such “Classical” conception, only material work 
was considered productive, based on the fact that tangible product was 
obtained from it. Moving from these assumptions, we were deprived 
for many years of the instruments to read these transformations inter-
nal to the CWP (think about the various and heterogeneous sector of 
“services” [cf. Carchedi 2004], all of which was believed to be non-
productive because of “intangibility”). For a critical analysis of this  
literature r see Guerrero (1990), who indicates the right method from 
a Marxian point of view, to individuate the productivity of surplus 
value. It is a formal, not material determination. It has nothing to do 
with materiality of work and product. The material aspect simply is not 
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relevant for such aims. What is interesting is the insertion of (salaried) 
work inside a capitalist organization and its engagement in the sphere 
of production.

Marxism and the System of National Accounting

For an exact interpretation of Marx’ idea, is necessary to understand 
clearly that the circulation phase of capital does not correspond to a 
circulation of capital and to a real distribution of products, that is a 
process of transfer from the hands of the producers to the hands of the 
consumers, necessarily accompanied by transport services, storing, 
packing, etc.

The function of circulation of capital consists only in the transfer of 
property rights from a person to the other: it is then a transformation 
from a commodity form of value in a money-form or, inversely, a reali-
zation of product-value. These are the “circulation expenses, deriva-
tives of the simple changing of form of value, of the ideally considered 
circulation” (Marx 1966: 120–121). “Here, we refer only to the general 
character of the circulation expenses which come from a purely formal 
metamorphosis” (121). Marx clearly demonstrated the following: 
“general law is that all the circulation expenses which correspond sim-
ply to a change of form in the goods, do not add any value to this” 
(132).

Marx made a distinction between this “formal metamorphosis,” 
which is the essence of the phase of circulation, and the “real function” 
of the capital-goods (Marx 1978a: 265). Among these real functions 
Marx included: transportation, storage, “distribution of goods under a 
distributive form” (Marx 1966: 264), “shipping, transportation, distri-
bution, retail” (276–282). It is necessary to understand that the formal 
creation of value is the transfer of the ownership of products and 
merely serves as a vehicle for its implementation and, simultaneously, 
the real exchange of goods, as they go from some hands to others, to 
social metabolism. But theoretically the formal completion, the genu-
ine function of capital in the circulation is totally different from those 
functions mentioned that are essentially real, alien to this capital and 
have an heterogeneous character.

The work of the commercial employee is to be considered unpro-
ductive, only if it serves to the “formal metamorphosis” of value, to its 
realization, to its ideal transfer of ownership of the product from a 
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person to another. The ‘formal metamorphosis’ that occurs in the sales 
department, and which is separated from all the real functions, requires 
some costs of transportation and work, the accounting, the bookkeep-
ing, the correspondence, etc. This work is unproductive, but, again, it 
is such because it does not create material goods, but it rather serves 
the formal metamorphosis, the stage of capital’s circulation in its pure 
form.

Despite what Marx rigorously exposed through its analysis, there 
are evident limits from a contemporary perspective of the issue, never-
theless the essential bases of analysis keep on being valid, taking into 
account the concept of the real production and reproduction of the 
capitalist relations of production.

According to what has been said, it is obvious that there is a differ-
ence between Marxian National Accounting and the neoclassical anal-
ysis. Nevertheless, it is the only tool that currently enables us to get to 
know some trends of the economic systems.

Though it is of considerable utility, major limits of this system (CNS) 
have been reported, by supporters and critics, right from the begin-
ning. Major limitations have resulted, for example, from the descrip-
tion of the full development process: issues such as improving the 
quality of life of the population and the effect on natural resources are 
left out of the system on purpose.

As part of modern macroeconomics, the CNS assumes a group of 
well-known, a priori rules that emphasize uncertainty and an infinite 
number of theoretical hypotheses that place, though not necessarily, 
their main referential points into reality, although it is argued that the 
aim, central to the whole project of National Accounting, is to look for 
the stability of the functioning of macroeconomics and its balanced 
functioning. On such basis, there are two main ways in literature to 
collect the results of modern macroeconomics: the classical analysis 
and the Keynesian one.

The two differ mainly in their assumptions and conclusions and a 
multiplicity of models and theories that not all cases rely on, on an 
equal level of recognition and dissemination, but serve as a basis for 
policies that have structural arrangement and that have been applied 
throughout the world in recent years.
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a CrItICaL theOrY OF the eNterPrISe

Business Models and the System of Development

In modern business a system of valuation of the enterprise (the firm, in 
mainstream accounts) has been established, which, through methods 
of calculation of the intangible value, takes account, in addition to the 
material value of its assets, for some aspects such as: organization, 
inclusion in the markets, networks of relationships or the evaluation 
of  the employees working under contract or commission for the 
company.

Gallino has compared the modern enterprise to a republic. This 
image is only partially satisfying, because the weight of decisions is not 
equally shared between actors (as, at least theoretically, at polling sta-
tions of modern democracies), but certainly it is useful to shed light on 
one of the main aspects of the enterprise, characterized by political 
relationships, since they are “essentially power-based relationships” 
(Gallino 2005: 19).

In capitalist enterprises the aim to maximize profits by optimizing 
effectiveness and efficiency. This would tend to satisfy all stakeholders 
who are involved, at different levels, in the life and affairs of the enter-
prise itself.

The categories of direct stakeholders are three: shareholders, man-
agers and workers; but in contexts such as rhenan and Japanese  
capitalism, the three classes of stakeholders should be joined by the 
direct suppliers, banks, customers, financial investors and public 
administration.

among the opponents of the enterprise, namely those who have 
interests contrary to the goals and purposes of a firm, there are the 
competitors, minority and opposition shareholders, political, social 
and media hostile forces. We must also bear in mind that the direct 
stakeholders have benefits in the participation in the results of an 
enterprise, with which they share profits, purposes and intents. They 
have the real control of the firm.
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1 See vasapollo (1996), Martufi, vasapollo (1993, 2003).
2 Ferrarotti (2005: 10) takes up the central thesis of managerial revolution and 

writes: “there is a sensational divorce between power and property. Professional man-
agers have the power without having the property. Shareholder, even the greatest 
shareholder must delegate the power, is not always able to control the daily or strategic 
decisions, and is increasingly an absentee owner, a faded and endangered figure.

In this sense, control should not be understood in legal terms  
(in fact it is held by the majority shareholders): it is, however, the  
management control enacted by those who decide the strategies and 
the extent and the distribution of the economic results achieved.

These tasks are in the power of economic actors that guide the com-
pany in fact, establishing and determining, if necessary, the trajectories 
of strategic planning.

In this determination, which redefines the very enterprise models, 
the shareholders often become spectators, for the formal control is 
substantially shared in various ways among all stakeholders. This trend 
is more present in anglo-Saxon capitalism, where the public company 
model prevails, creating a managerial capitalism where the realloca-
tion of ownership and control are continuous.

Many scholars1 identify and distinguish three main models of capi-
talism according to the rules of enterprise management, the realloca-
tive processes between ownership and control, the choices of each 
individual country to place itself in a certain area of influence of inter-
national capitalism. The first model, characterized by a strong collec-
tive and individual competition, is capitalism in the United States.  
It evolved through the birth of large enterprises, and is characterized 
by the presence of an efficient management device, with impressive 
funds, with the prevalence of stock market dominated by large share-
holding. This model has been called, for nearly a century, managerial 
capitalism: this term first appeared in a historical research by Berle and 
Means (1932, 1966), conducted in the United States in the 1930s with 
the approval of the Council for the Social Sciences at Columbia 
University of New York. according to these two scholars, the accom-
plishment of american capitalism, which involved the prevalence of 
the managers over the business owners, was determined by the natural 
evolutionary tendency of national capitalism, dominated by large 
companies.

There were several criticisms of this theory.2 In particular, some of 
them deny its validity, arguing that the so-called managerial capitalism 
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has not been fully accomplished even in the USa: the most persuasive 
argument in this regard highlights the fact that managers are normally 
also shareholders of the companies that they manage, and it is impos-
sible to separate company’s interest from private capital interest (Baran, 
Sweezy 1968).

The model of personal capitalism, especially referred to British 
 capitalism, but in many aspects similar to the american type, is more 
personal and family based. In england family and non-managerial 
ownership led to the development of a closed economic and social sys-
tem that aims to the retention of its privileges. This situation did not 
favour the growth of an efficient and competitive management system 
capable of developing the British economy.

Germany, and similarly Japan, instead, have their capitalisms char-
acterized by a community character, in which a company consists in 
many economic actors who work performing their own roles for a 
common purpose: long term development. The immediate profit 
demanded from american stakeholders is replaced by an increase in 
the long-term value of the enterprise, where immediate gain is smaller 
but the importance of a longer life of an enterprise is stronger. as above 
said, the Japanese model of capitalism is similar to German capitalism, 
being based on the sense of belonging to the “community nation”; for 
many scholars the current system in these two countries is called 
rhenan-Japanese capitalism.

There are some countries whose capitalist models are more interest-
ing than others, because, in addition to representing situations pro-
posed in very large areas, are sometimes characterized by the success 
and originality of particular models. among these forms of capitalism 
it should be interesting to give a special attention to the management 
systems adopted in United States and Great Britain (Public Company), 
in Japan and Germany (rhenan and Japanese associated companies) 
and in Italy (family owned companies).

In anglo-Saxon capitalism, Public Companies are characterized by 
the fluidity of capital, because investors, in order to minimize risks, 
tend to hold their stakes for a short time. The predominantly specula-
tive character of investment, aimed at obtaining short-term results, 
implies that investments which do not produce immediate earnings 
are still little appreciated.

In general, anglo-Saxon capitalism is fundamentally based on 
the  financial market, where strong processes of financialization of 
the  economy are realized because finance becomes self-referential. 
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3 about the recent changes in labour process and techniques and taylorization of 
entire labour sectors that before were irrelevant to so intense exploitation techniques 
cf. the book edited by Linhart and Moutet (2005).

This is the foundation on which the globalization processes are based, 
and is better described as global competition.

according to this logic, capital moves where it yields more; it is nec-
essary to pursue profit at any cost and any condition, using labour 
where it costs less, making production where the controls on environ-
mental impact are smaller, absorbing savings and widening the separa-
tion processes with the real economy. This generates a reality where the 
gap between the real economy and finance is increasingly higher and 
where finance supports the declining trends in the real economy (such 
as flexibility of wages and reduction of employment).

In conclusion, this capitalism, with its corresponding enterprise  
system, results in a highly speculative financial economy, prevailing 
over the needs of production and of the real economy. In this system, 
globalization means global domination by using speculative capital, 
expulsion from the market of the enterprises that prove weak in terms 
of pursuing profit, increase of unemployment and overexploited 
labour,3 widening areas where absolute poverty prevails. It is true not 
just on the borders of imperialism, but also inside, if we consider how 
large sections of “services” or “immaterial production” or “traditional” 
material factory production are organized.

In what we can call a “consociational” enterprise, typical of the 
German and Japanese systems and characterized by the orientation 
towards the long term increase of value, the strong presence of finan-
cial operators among shareholders and the high management, the 
company as a whole presents a particular structure.

In fact, the so-called “hard core”, made up of stable shareholders, 
who have the largest share of capital, stands out from a multitude of 
smaller shareholders who own only the portion of capital actually 
negotiable on the market. Banks, financial investors and those who 
have strong interests, such as the original owners, possess large sums of 
capital; in this kind of business there is no possibility for any share-
holder to reach an absolute majority position. Consequently, for the 
development and growth of the company itself, the role of the manager 
acquires a great importance. The manager’s main goal is maximizing 
the value of the company in an expansionistic view, endeavouring to 
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4 about the social control of deviant communication see Martufi, vasapollo (2000).

achieve the optimal mix between company growth, profitability of 
invested capital and global development.

German capitalism, like the Japanese model, is characterized by the 
system of “co-management”; among the stakeholders who participate 
in management, there are also workers, through their Union repre-
sentatives. In practice, co-responsibility applies through Unions and 
their presence in the Board of Directors, where employers are con-
sulted about matters related to personnel, and in the Supervisory 
Board, which appoints the Board of Management. It follows that there 
is a forced compression of social conflicts and an absence of conflicts 
inside the company; the sense of belonging and cooperation makes the 
organization of German company very stable and resilient. employees 
who in this context get, in return for a concerted “company and social 
peace,” higher wages and shorter working hours than anglo-Saxon, 
demonstrate a greater sense of “loyalty” to the company itself, increas-
ing the power of the German economic system.

In the present-day process of financialization of the economy, com-
munication increasingly takes financial connotations. In the anglo-
Saxon model, oriented to the acquisition and strengthening of 
shareholders power, the search for resources of venture capital by 
means of broadening small shareholders; in the rhenan-Japanese 
company, instead, financial communication is more oriented to the 
strengthening and the involvement of external long term financers.4

In both models, however, deviant financial communication takes a 
strong informative social value. Financial information, covering all 
communication processes that enable to influence directly not only, 
for instance, the shares price of the company, also lead indirectly all the 
subjects in a given territory towards the goals and needs of the finan-
cialization of the economy. a run-up is carried out, also by the lower 
classes, to the subscription of shares and bond, to a false and illusory 
popular shareholding, that makes people “owners” in the very com-
pany that exploits their labour extracting surplus value.

These new processes for determining the value of enterprise reflect 
the social character of production, as Marx argued:

a commodity is therefore a mysterious thing, simply because in it the 
social character of men’s labour appears to them as an objective character 
stamped upon the product of that labour; because the relation of the 
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producers to the sum total of their own labour is presented to them as a 
social relation, existing not between themselves, but between the prod-
ucts of their labour. (Marx 1867: Book I, Chapter. 1).

In fact, setting a price on relational, organizational or human capital 
with a direct reflection in the financial evaluation of the company, 
means giving them a wider potential of productivity as a result of the 
mere enterprise form, i.e., of the practical process of capital exploita-
tion. Capitalism has transformed the capacity to generate value 
(labour-force) and the monetary expression of value (money) into 
goods. In our days the social process of production organization, and 
the enterprise itself, become commodity, value which is evaluated, an 
expression of capitalist social wealth, taking the form of an “immense 
accumulation of commodities,” which now includes the means of pro-
duction of goods, social capital and the enterprise.

Consequently, the generalized social factory must be able to reach a 
defined long-term strategic position, where it can transfer its brand, 
image, and cultural profile to achieve the consent of the public for its 
product, conditioning the behaviour of a vast number of consumers.

Carrying out their productive function, companies are increasingly 
oriented toward the strategic project of emphasizing skills, human 
capital, intangible values of behaviour and, therefore, deviant commu-
nication. The latter becomes an intangible strategic resource, essential 
for the expansion of a company, the affirmation of its social message 
and, consequently, for the processes of flexible accumulation, which 
require labour cuts, slowing down the social demand for labour, cul-
ture, goods and spare time.

If we add to it the new post-Fordist economic distribution, charac-
terized by the production of services and information rather than the 
mere physical distribution of products, we realize that companies offer 
the sales area just as a medium of an announced trade war, then, a first 
link in the decision chain for customers and the imposition of rules of 
market competitiveness within society.

Consumers are induced to look at the product with a different mind: 
they are supposed to want to find some new trend, their focus shifts 
from a commodity to its content in terms of service and intangible 
resources. In this sense, the store distributes services and the commu-
nication of a life style as wanted by capitalism, which only later appears 
as actual commodities.

Products become true protagonist, because they are proposed as a 
point of reference of entrepreneurship on social life. They adapt to the 
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current trends of capitalism, since they represent not only an object of 
consumption but a holder of “generalized, shared values,” aimed at the 
processes of flexible accumulation based on intangible capital.

human and structural intellectual capital is made up of all the 
knowledge, information and experiences able to create new wealth.  
It is about elements of human capital and abstraction, new human 
intangible resources that in recent years are increasingly important in 
the differentiation strategies needed for global competition. These 
strategies are carried out because the production processes suffer the 
effects of all the progress achieved in information, communication and 
knowledge field.

But, where can the intellectual capital be found inside a company?  
It is necessary to search among the people in the enterprise system, 
among structures and customers. So there are three types of intellec-
tual capital: human, structural and customer.

Individual Aspects and Economic Determination of Self-Financing

Entrepreneurial Dynamics, Values and Valuations

every enterprise model is the result of the historical economic condi-
tions, the traditions and culture of the country in which it operates. 
Therefore, the aims of each company, namely the creation of economic 
value, the increase of values through the process of accumulation in its 
various forms, can be achieved through different ways of strategy 
implementation and management goals, which change through time 
because they have to take into account economic, competitive, cul-
tural, technological, socio-political, competition aspects.

The control of a company, the authority of making strategic and 
operative decisions depends on the different positions that traders 
assume. Therefore, in a typical control of Public Companies in anglo-
Saxon capitalism, the objectives are determined by the top manage-
ment, while in the German-Japanese model management has a 
particular function of mediation and the task of developing and  
implementing strategies decided by the various components of the 
company.

In recent years, a gradual evolution in the management systems of 
companies is taking place to balance and minimize the hardship 
involved in these models. There is a gradual rapprochement of the two 
opposite models of Public Companies and consociational enterprises. 
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5 For details on privatizations and the Welfare State cf. Martufi, vasapollo (2003).

While in the United States there is a transition towards a more stable 
shareholding, in Japan the incidence of share intersections has been 
reducing and the company participation and direct dependence from 
the financial market have been widening. The anglo-Saxon model, 
although is designed in accordance with much less egalitarian princi-
ples, where aggression, individualism, economic Darwinism  dominate, 
has been increasingly spreading, despite the obvious socio-economic 
injustices that the system involves at the expense of the disadvantaged 
social classes.

So, a new idea of investment is being accomplished, with a flexible 
accumulation based on financial characteristics and investments in 
intangible assets, beyond business dimensions.

If there is a decline in importance of the enterprise, however, there 
follows an increasing process of economic globalization in the finan-
cial sense, with flexible forms of macroeconomic and entrepreneurial 
accumulation, with important and decisive consequences on the stra-
tegic, corporate and sector-based models, adopted to cope with new 
situations of international capitalist competition.

as a consequence, top managers can never neglect the social and 
political role that the company plays in the environment in which  
it operates. Deviated and deviant communication represents, then, a 
resource that generates other company resources, especially social val-
ues. The acts of the communication process must be developed organi-
cally in order to increase the accumulation of capital and lead, through 
information, to the social persuasion in favour of neo-liberal post-
Fordism in a framework destructive of local cultures; to socially impose 
a culture of enterprise efficiency, breaking the class unity of workers 
through processes of consociational co-optation, in a general social 
model that makes the whole of society less united and supportive.5

The results are clearly evident: making speculative finance means 
exporting everywhere a financial capitalism that attacks all forms of 
solidarity in favour of individualism and social economic Darwinism, 
creating idiosyncrasy for all that is public, for every social relations 
based on the values not measured by money.

So it is important to choose investments that generate rather  
than destroy business entrepreneurial value (Copeland, Koller and 
Murrine 2002: 21–40). In these cases, remuneration on invested capital 
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6 For information about the value in the enterprise and related issues cf. alvaro, 
vasapollo (1999).

7 Currently, thanks to information technology, technological product and process 
innovation, the initial investment is quickly recovered, and therefore it must be 
replaced by another set of investments to increase or at least keep on the one hand the 
market share and, on the other hand, enterprise value.

(capital-gain) is achieved when invested capital is disinvested to a 
higher value than the original one. But business value is created and 
spread by maintaining and strengthening links with the environment 
outside the company; thereby, linking the enterprise micro-system to 
the environment macro-system becomes increasingly important.

Privatizing to Tackle the Depreciation of Capital6

The value of an enterprise always expresses the ability of the company 
to a) increase the added value in the production process and b) ensure 
appropriation for capital in the form of profits, added value, or the 
most part of itself.7

Unlike the past, today we are witnessing a diffusion, in small and 
medium-sized enterprises, of the elements that can act and influence 
entrepreneurial strategic decisions, like availability of and speculation 
on financial capital, skilled human resources, homologated intellectual 
capital, processes of productive relocation and outsourcing of cycle 
stages in search of lower labour costs, availability of high quality infra-
structures and services, enhancement of information, communication 
and all the resources of intellectual capital.

We witness a new way of developing the mechanisms for accumula-
tion, based on financial characteristics, investment in intangible capi-
tal and highly skilled human intellectual capital, but also engaged in 
the seeking of new outlets for productive investment functional to flex-
ible accumulation and lean production, and focused on monitoring 
the international network system. Therefore, the socially spread enter-
prise in the regional system, defined as the system of generalized social 
factory, is an open and dynamic entity which must be able to create, 
apart from commodity production, additional intangible resource 
flows, in order to grow and develop. In these flows, information, devi-
ant communication and homologated intellectual capital have a key 
role because they are capable of moving freely, without the barriers of 
social conditioning.
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to avoid the devaluation of capital, a set of measures has been used, 
such as foreign exchange transactions, interest rates, privatization, 
deregulation. The phenomenon of privatization, which has character-
ized the last two decades, has appeared in various european countries 
with different methods and intensity, for the needs of different models 
of international capitalism to bring the labour movement achieve-
ments into question, starting from considering the Keynesian eco-
nomic and social policies of mediation incompatible.

a new role for the State is taking shape: no longer as regulator and 
mediator of conflicts, but in the form of a state-enterprise, which grad-
ually overthrows the welfare state, destroys with privatizations the role 
of the national sconomy; a Profit State which spreads throughout soci-
ety the idea of enterprise compatibility, market competitiveness and 
profit.

Before explaining the different international approaches to the pri-
vatization process, it is necessary to make some general reflections on 
the arguments put forward to justify the cession of public enterprises 
by the State, even when they had good levels of economic efficiency, in 
order to redesign capitalist development and revitalize the accumula-
tion processes in different forms.

any privatization process has produced negative quantitative  
and qualitative effects on employment. Nationalizations have often 
taken place to let workers keep job position in companies that were 
going through serious crises and were risking to be expelled from 
the  wild and unregulated market. In these cases there was the affir-
mation of the Keynesian principle of the State as employer and gua-
rantor in conflicts, with a regulated market oriented toward full 
employment.

We must consider that even when a privatization is successful, there 
is a repercussion on the reduction of direct and indirect labour costs, 
injury insurance expenses, ordinary and extraordinary maintenance 
costs and the expenses to improve the environmental impact of 
production.

By reducing these costs it is possible to gain, in the transition from 
public to private, good results that improve the rates of efficiency  
and the effectiveness indicators. It should not be forgotten that at  
best, with this transition, we witness mobility and flexibility of labour 
and of wages, affecting adversely rhythms, condensation and shifts. 
Moreover, privatization processes have usually caused reduction of 
guarantees and compression of Unions rights, reaching a complete lack 
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of any form of income and union security and full rights for workers, 
 particularly in countries with lower levels of economic and democratic 
development.

efficiency, competitiveness and better profitability, that the transi-
tion from a public company to a private one should achieve, are also 
illusory and disproved by facts, especially because it is very difficult to 
establish a correlation between the ownership of a company and its 
efficiency, and furthermore, because the typical indicators of company 
productivity, efficiency and effectiveness are almost never “transport-
able,” from private to public and vice versa.

There are no precise, fixed rules, economic dogmas. economics,  
in particular business management, should be studied in the processes 
of interaction between internal and external realities, reading the 
actual links, not the links caused by political-party-business influence, 
interpreting the enterprise dynamics and the social consequences  
that develop between the enterprise microsystem and the socio- 
environmental macrosystem.

Whatever the model of capitalism, the choice of the privatization 
processes becomes for neoliberalism essential to exalt the free market, 
in which the speculative financial economy prevails against productive 
labour. Privatizations are the lifeblood of capitalism and are crucial for 
bringing out the dominant principles and the forces aimed to earn tar-
gets, which never transform themselves in processes of equitable redis-
tribution and general social utility. Balance, stability, profitability 
pursued by international capitalism, global Profit State, through pri-
vatization, proved to be only a process of destabilization of the politi-
cal, social and environmental balance.

Enterprise Value

For last twenty-five years, the company competitive character has 
undergone significant changes and it has been necessary, both in the 
managerial and in academic field, to support and/or replace traditional 
principles and theories about enterprise activity with new principles 
and theories able to capture the main aspects of this change. This 
implies not only an acceleration of the processes of centralization 
(autonomous accumulation) and concentration (merger of autono-
mous capital) of capital, but also an implicit qualitative change in the 
process of internationalization in the present phase of capitalism.
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    8 The enterprise value must be distinguished from the financial revenue of the 
enterprise, including future revenue, to include all the tangible and intangible assets, 
collective organization of social work as a new commodity capable of expressing a 
value (exchange) itself.

    9 For some references see. alvaro, vasapollo (1999).
10 Cf. Copeland, Koller, Murrine (2002: 21–40).

at present, the principle that plays a key role in modern economics 
is the concept of enterprise value, which is the pivot of the enterprise 
activity.8 This is because the economic system and the attitude of  
its operators have become increasingly competitive and aggressive 
(challenges, competition, desire for success, etc.). Moreover, next to 
the market of products and services, a market for control of companies  
has emerged: the reduction of the deficit and the consequent decrease 
of debit rates paid on State public debt has produced an enormous 
amount of resources, which have been poured into the financial 
market.

Therefore, the number of shareholders has significantly increased, 
and they are unwilling to tolerate unsatisfactory results, becoming 
much more involved in the management of company. Moreover,  
capitals derived from the banking system have increased and are 
breaking into the markets, especially the american markets. Therefore, 
modern managers have the new problem of “value management”.  
That is why many scholars have identified a theory of reference for 
enterprise management: the theory of value creation. This is able to 
provide guidance to enterprises to interpret the new features of the 
markets and environment outside the company itself.

The Theory of Value Creation9

The theory of value creation is based on the assumption that company 
long-term survival and developmentare guaranteed only by generating 
new value. It is essential, therefore, to choose investments that generate 
rather than destroy enterprise value.10 “value creation” implicitly refers 
to the process of intersectional transfer of value, analysed by Marx in 
the accumulation patterns, as a result of differences in the organic 
composition of capital. But they also include the attempt to quantify 
the ability to modify selling prices through production prices in order 
to obtain a “commercial rent” in the process of valorisation of prod-
ucts. This ability is at the base of concepts like “competitiveness” or 
enterprise “value”.
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11 another example occurs when the value of the shares of listed companies is 
increased due to the dismissal of staff, because of the improvement of management 
results buying these shares is more profitable.

however, on this question there are strong contradictions, because 
financial markets take in the data of the real economy according to the 
logic of financial rent. But the financial rent of assets is not necessarily 
linked to the economic basis of the enterprise, or to its ability to extract 
surplus value, but only to speculative conditions of a market in which 
the prices of production are not only market prices directly determined 
by supply and demand increase.

In this regard, it is necessary to consider that more and more fre-
quently the value of securities traded in financial markets experiences 
a strong increase, even when the trend of the real economy is negative. 
For example, in an economic recession it is possible that, because of 
the stagnation of consumption, inflation decreases and the expecta-
tions of a downturn in the official discount rate increase; this promotes 
the growth of the stock market, although it reflects a negative moment 
for economy, in which the downturn of the discount rate does not rep-
resents a possible economic recovery, but an immediate opportunity 
for profit.11 It is important to underline that the trend of the financial 
markets may differ from the trend of the real economy. Therefore  
moving from a notion of economic-financial value to a notion of  
economic–competitive value would be useful. In this way, the concept 
of value is complete and helps understand the socio-economic func-
tion of enterprise.

Increase in the value of economic capital is ensured by the ability to 
generate long-term positive cash-flow, or a positive economic profita-
bility. When the value of economic capital is created, it is expected to 
be transferred in the stock exchange (thus being recognized by the 
market), in order that shareholders can obtain a benefit. In fact, capital 
gain is the primary goal of shareholders. They are legally the holders of 
company, so they mind the results, whether they participate or not in 
the management of company.

The Evaluation of the Enterprise

The development of the theory of value creation has pushed the  
attention of both academic and management worlds to the methods of 
the evaluation of the enterprise (business valuation). to evaluate a 
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company all its elements must be taken into account, considering the 
valuation of its economic capital. It can be achieved through the direct 
and indirect methods of Business valuation.

The first method concerns the valuation expressed by the market. 
Through this method it is easy to identify the value of companies listed 
in the Stock exchange, while for unlisted companies the only form of 
evaluation is based on the prices actually paid by the company.

however, direct valuation methods are not sufficiently reliable. 
Indeed, the value traded in market is often influenced by subjective 
trading situations, temporary and contingent conditions. Furthermore, 
negotiations that took place on the european (excluding english) 
Stock exchanges) concern limited quantities of securities of compa-
nies, which represent a small part of their capital. This means that the 
prices of securities may not be related to the value of control involve-
ment and therefore are not eligible to make an estimate of the eco-
nomic capital of the enterprise.

There follows the need to look to indirect evaluation methodologies, 
not based on market data. This valuation method is usually required 
when necessary:

– to evaluate if a company runs the risk of hostile takeovers;
– to determine selling and purchase prices;
– to determine the quoted price in the stock exchange;
– to resort to a capital increase;
– to decide, when it is appropriate, to increase capital (Calori, n/d; 

Ubago vivas, 1990).

Indirect methods are typical procedures to valuate economic capital. 
They are essentially based on three types of information:

– Financial. Cash flows that will be generated by the investment 
choices;

– Income. Income that will be produced by investment choices;
– Assets. Current property value of investment decisions.

Using this information, the following indirect valuation methods of 
economic take their names: financial approach, income approach, 
asset-based approach.



Chapter Six

the eNterpriSe aND the MiCrOeCONOMiCS  
OF SOCiaLiSM

The Basic Rules of Operation

Socialism can be politically and economically characterized by a  
more or less centralized or decentralized feature, allowing different 
organizations to settle maintaining the same basic principles of system 
functioning. The relationship between planning centralization and 
decentralization is a debate that has never been closed. Sometimes the 
degree of centralization is shown to depend on the development level 
of the productive forces, so that in underdeveloped countries planning 
in its early stages should be highly centralized, with very little autono-
mous production units. On the contrary, where there is a strong devel-
opment and access to information and communication technologies, 
the decision-making mechanism permits a greater decentralization in 
the planning process without any loss of effectiveness (achievement of 
objectives) nor efficiency (achievement of goals with the minimum 
cost).

in this sense, we must distinguish between nationalization and 
socialization of enterprises; the disappearance of the private means of 
production does not imply the immediate socialization of the means of 
production themselves.

in fact, the “state or public ownership” does not guarantee the con-
trol by the workers on their labour, and if democratization of economic 
relations is not achieved, workers will find themselves in a situation of 
alienation vis-a-vis the product of their work, like under capitalism. 
State ownership does not guarantee socialism. it implies only a process 
of centralization in a single legal economic entity of several capitals 
that pass from a variety of owners and co-owners to a single subject.

Only when there is social control over the production process, when 
the means of production are owned by the production units them-
selves and the space around them, and taking decisions about invest-
ments and technological changes is socially shared, than it is possible 
to refer to the autonomy of production units. it may be joined or not by 
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1 in his Critique of Gotha Program (1875) Marx wrote: Within the co-operative 
society based on common ownership of the means of production, the producers do 
not exchange their products; just as little does the labour employed on the products 
appear here as the value of these products, as a material quality possessed by them, 
since now, in contrast to capitalist society, individual labour no longer exists in an 
indirect fashion but directly as a component part of total labour. The phrase “proceeds 
of labour,” objectionable also today on account of its ambiguity, thus loses all meaning.
(…) What we have to deal with here is a communist society, not as it has developed on 
its own foundations, but, on the contrary, just as it emerges from capitalist society; 
which is thus in every respect, economically, morally, and intellectually, still stamped 
with the birthmarks of the old society from whose womb it emerges. accordingly,  
the individual producer receives back from society – after the deductions have been 
made – exactly what he gives to it. What he has given to it is his individual quantum of 

the corresponding legal form that will guarantee the status of “legal 
subject” (Bettelheim 1993: 101–110). When there is the passage to the 
socialization of the economic process, microeconomics acquires more 
importance. at this stage the planning must articulate macroeconomic 
decisions of production with microeconomic decisions concerning the 
organization of the process of labour and consumption decisions.

The first major difference between capitalism and socialism refers to 
the decisions on prices: prices in capitalism, as we said, are established 
by a microeconomic process, fragmented in companies and sectors. 
They determine the rules of distribution, the structures of costs and 
the possible levels of differentiation of profits, and are expressed in the 
form of market price. On the contrary, in socialism we talk of macro-
economic production prices which express the time of social work 
relative to various productions.

This situation implies a strong change in enterprise accounting. in 
socialism, the financial elements of the accounting analysis lose impor-
tance in favour of technical and real criteria, allowing a development of 
physical accounting in terms of working time, directly and indirectly cal-
culated. it does not concern prices, but an accounting of the links 
between the units: the accounting of aggregation of production units 
becomes a big map of social accounting. The accounting techniques 
are subjected to a radical change. Double-entry bookkeeping leaves its 
place to input-output microeconomic tables.

The other elements that experience a significant mutation in social-
ism are the contents and the form of microeconomic utility functions. 
Socialism maintains the possibility to distribute time between leisure 
and work, and is also organized to gradually expand the choices of the 
population, because this is the goal of productivity increase.1
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labour. For example, the social working day consists of the sum of the individual hours 
of work; the individual labour time of the individual producer is the part of the social 
working day contributed by him, his share in it. he receives a certificate from society 
that he has furnished such-and-such an amount of labour (after deducting his labour 
for the common funds); and with this certificate, he draws from the social stock of 
means of consumption as much as the same amount of labour cost. The same amount 
of labour which he has given to society in one form, he receives back in another (…) 
in a higher phase of communist society, after the enslaving subordination of the indi-
vidual to the division of labour, and therewith also the antithesis between mental and 
physical labour, has vanished; after labour has become not only a means of life but life’s 
prime want; after the productive forces have also increased with the all-around devel-
opment of the individual, and all the springs of cooperative wealth flow more abun-
dantly – only then then can the narrow horizon of bourgeois right be crossed in its 
entirety and society inscribe on its banners: From each according to his ability, to each 
according to his needs! (http://libcom.org/library/critique-of-the-gotha-program-karl 
-marx)

One of the mistakes of twentieth century socialism was precisely 
that it ignored this dimension, essential to maintain social motivation 
and consensus.

in capitalism, the expression of needs is realized after the event, after 
the distribution of added value is achieved. The limit of needs is deter-
mined by the income provided by a person. if such income is zero or 
nearly zero, even the need for survival is denied. individual expenses 
of personal income make good the previous decisions on previous 
assignment of social labour.

in socialism, by contrast, the expression of needs is converted into 
an input in the decision-making process of production. planning can 
be achieved on the base of individual and collective needs (social, busi-
ness, environmental, etc.), expressed through appropriate technical 
procedures.

So, instead of a microeconomic foundation of macroeconomics, as 
in a system of uncoordinated private decisions, socialism requires a 
macroeconomic foundation of microeconomics, where prices become 
endogenous and social decisions determine the decisions of the pro-
duction units, and the decisions related to the functions of social wel-
fare, joined in the form of aggregate function of social welfare, steer 
investment decisions.

The above-mentioned elements are only the basic principles or 
rules of system functioning. The possible forms of social organization 
of socialist production are several. The recent debate, after the disap-
pearance of Soviet-style socialist governments, testifies to the exist-
ence of divergent positions. Starting from the centrality of economic 
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2 Cockshott, Cottrell (1993). a first presentation of these positions can be found in 
arriola (2006).

democracy (Devine 1988), the models proposed differ substantially, 
from socialist models based on the socialization of investment main-
taining legal and social independence of the enterprises, including pri-
vate property (Schweickart 1996), to decentralized socialist models, 
with a planning system built by aggregation from bottom to top 
(albert, hanhel 1991, albert 2003). Moreover, there are the models 
that propose a centralized planning accomplished by means of infor-
mation technology and communication development.2

The Double Character of the Process of Socialist  
Enterprise Governance

An Analysis of the Behaviour of the Socialist Enterprise

The study of public administration, fundamental to understand how 
the socialist enterprise acts, has assumed a multidisciplinary nature, 
with a continuous interchange of multiple disciplines (Stillman, 1991), 
for example:

– from political science it takes the importance of power, politics and 
public policy;

– from the science of business administration it inherits ele-
ments  related to management, decision-making and information 
systems;

– it draws from sociology the approach elements of systems, the 
importance of organizational theory and the theory of human 
resources;

– finally, history, economics and psychology introduce the analysis of 
administrative decisions, economic instruments on public finance, 
budgeting, fiscal policy and studies on behaviour of actors and 
groups of public organizations.

economists have become part of government organisms to give advice 
on quantitative economic growth neglecting eco-social compatibility, 
and with this antisocial approach, they pretended to organize every-
thing, from education to health, from social assistance to retirement 
and trade and military policies.
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3 The Group of eight (G8) refers to eight highly industrialized nations, considered 
as the major powers of capitalist world, that direct the Organization for Cooperation 
and economic Development (OeCD). This group is composed of: France, Germany, 
italy, Great Britain, Japan, United States, Canada, and russia.

GNp and GDp numbers have dominated the summits of the Group 
of eight, known as G-8.3 Theoretical and applied economists have 
excelled compared to their critics and their rivals in other disciplines 
such as political science, sociology, psychology, law, anthropology, 
ecology, thermodynamics, chaos systems and theories, and they have 
supplanted them in public policy; for example with their econometric 
model on inflation and employment they have caused, introducing 
restrictive monetary policies and neoliberal financialisation, the unem-
ployment of millions of workers, poverty and hunger for 80% of world 
population.

The Process of Public Management

There is a recent a tendency to characterize the public management as 
an articulated multiplicity of processes involved in the economic and 
social spheres, but articulated with the external projection of politics. 
in this sphere the external impact of national policies is not evaluated. 
This is particularly significant in underdeveloped countries, because it 
conditions their dependence on higher forms of domination of devel-
oped capitalism countries.

public management is the activity realized by a public authority 
with its own resources, with the aim of realizing concrete, specific and 
individual projects (Meny, Thoenig 1992). This authority has various 
means: people, materials, financial credits, which it turn into goods 
and services able to meet the needs of society in which the manage-
ment process is carried out.

Other scholars (robbins, De Cenzo 1996) give emphasis to plan-
ning, organization, direction and control as key elements to achieve 
the goals of public organization through management; for this purpose 
we must consider that:

a. planning includes objectives, establishes strategies and develops 
plans to coordinate

b. initiatives;
c. organization determines what is necessary, how and by whom it 

will be done;
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d. management is responsible for directing and motivating all parties 
involved, choosing the most effective channels of communication 
and resolving conflicts;

e. monitoring allows control activities, to ensure that they are realized 
according to plans and to correct any significant deviation.

The Impact of Changes on State Participation

political-economic changes that have taken place at a global level  
for the last three decades, have generated another perspective on  
the public role, and thus a new concept has been invented: the new 
public administration, which results to be inconsistent if it is not sup-
ported by the elements of new public management. Nevertheless, the 
consequences related to the advent of neoliberal model and its socio-
political impact identify the potential of business management with 
that of public management. This innovative version could hide some 
assumptions and intentions (Barzelay 1993):

a. a trend shown in the public sector in some Western countries, 
which have transformed the executive of State through the intro-
duction of business management and economic organization tech-
niques.

b. The identification of the new public management as an innovative 
perspective on the analysis of public administration problems, in 
which contributions are based on empiricism and the application of 
administrative traditional values.

c. New public management is considered as a model, a set of princi-
ples, policies and techniques for managing the public sector, whose 
implicit or explicit application is recommended.

New public management, instead of pursuing as objectives the changes 
in political institutions inside and outside the executive branch, aims  
at preserving and consolidating political power, and does not pro-
vide changes in the institutions that affect its origin, its distribution 
and forms of legitimacy, as well as the nature of political regime, the 
relations between State powers, the territorial structure of power and 
changes in representation systems.

On the other hand, substantial reforms are not focused on the  
institutional character and role of the State, but are directed to public 
policies from economics to education, health, building and others 
fields.



1 For a reconstruction of the transformation processes of public administrations in 
response to liberal policies and requirements cf. Cassese (2005).

Chapter Seven

SOCIaLISt pUBLIC aDMInIStratIOn

The Evolution of the Conceptual Foundations  
of Public Administration

The administrative activity of a socialist country in the first stage of  
the transformation of the economy, enhances the transformation  
of the property of the means of production. For this purpose an 
intense  administrative activity that constitutes an expansion of the  
pre-existent activity in monopolistic capitalism is required, with the 
aim of changing the class structure and transform the economic base 
structure, setting a base democracy in opposition to a bourgeois 
democracy.

This new government brings with it the unfolding of an administra-
tion that can determine the challenges of the new system during the 
transition period and create the conditions to implement legally the 
construction of socialism (Garcin 1982).

The economic crisis that broke out in the 1970s, characterized by the 
last stage of economic stagnation and inflation (combined phenome-
non called ‘stagflation’) strongly hit the capitalist system, although not 
so deeply as the crises which broke out between 1929 and 1933, but 
with the same systemic determinants of the financial crises in 2008.  
It is in these years that the neoliberal theory came into vogue, put forth 
by Milton Friedman, based on old doctrines of economic liberalism 
that have been developing since the 1950s, although they occupied a 
secondary position during the Keynesian period.

neoliberal policy,1 prevailing nowadays, has direct consequences on 
the public administration. today there is a strong crisis of the services, 
which, necessarily, the State must provide to citizens; this results in a 
disappointment within the so-called democratic societies for their 
incapacity to solve the increasing population’s problems. The poor are 
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2 as the State withdraws, the development of the so-called ‘non-profit sector “is 
promoted. It is based on the principle of subsidiarity and provides a range of social 
services previously provided by the pa. The huge difference is that while pa was 
obliged to provide services according to the principle of the equal quality, in non-profit 
the provision of services is mandated to voluntary operators and individual initiative.

3 In The Search for Government Efficiency (1986), Downs and Larkey, talk about this 
question, also taken up by Lane (1995).

the most affected, but the areas and the classes suffering a decrease in 
quality of life are increasing.2

neoliberalism makes the State increasingly distant from the inter-
ests of the majority of society, and less able to solve problems. public 
administrations find themselves split from the social discontent and 
worse, if we take into account that in many countries, the administra-
tion is contaminated by the phenomenon of corruption that corrodes 
its structures and its credibility.

Reform Processes in Public Management for Socialist Construction

Some scholars3 talk about the reforms in public administration from 
two different levels of analysis that are based on the categories of effi-
ciency and effectiveness. In connection with efficiency, the low perfor-
mance of the public administration (in this case we prefer to refer to 
the operator of public administration or public) is analysed beginning 
from its high cost, considering the amount of public personnel, the 
waste of resources and institutional energy and the use of obsolete 
administrative techniques.

From this analysis, reorganization solutions in the administrative 
apparatus and the use of modern techniques and methods are recom-
mended to reduce the facilities and staff necessary for its operation.  
In these actions of cost reduction, State responsibility towards society 
is usually limited, acting sometimes with apologetic tactics to avoid 
taking responsibility as State in the face to population.

These two levels of analysis will affect a third level, the crisis of legiti-
macy, so it can be argued that the lack of credibility in public manage-
ment generates the need for changes in the public administration, but 
in turn inefficiency and ineffectiveness lead to further distrust. Thus 
there is a vicious circle.

The crisis of legitimacy is due to State inability in meeting peo-
ple’s demands and finding solutions to the most pressing problems of 
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4 about privatization in Italy and europe cf. Martufi, vasapollo (2003). experiments, 
resulted as favourable to capital, have been realized in the 90s in Italy with the sys-
tem of bargaining.

society. It results in the crisis of legitimacy of the public administra-
tion. political and economic exchange between the working class and 
the State is at the origin of the “historic compromise” in the West 
thanks to the struggles of the labour movement at the origin of the 
Welfare State. according to this agreement the working class achieves 
political and legal approval for itself and their interest organizations 
(Unions), pension and welfare systems, aimed at the availability of free 
(actually recent studies show that most of “weight” of the Welfare State 
has been born by its subordinate classes; cf. Shaikh 2003) or a political 
price services. In return, the working class, through agreements with 
the historical trade Unions, ensures a compliance with the rules, a low 
level of social conflict, softer business relationships, a control of riotous 
centres, moderate wages: social peace.

When this is broken, the actors of the compromise are hardly able to 
reward each other, especially when the State, in the crisis of legitimacy, 
is no longer able to ensure the return to social peace.

We will now analyse the reforms that are being implemented in the 
public administration in the neoliberal phase in response to the prob-
lems of efficiency, effectiveness and the legitimacy crisis (aucoin 2001).

a) Reduction of expenditure is manifested in the rationalization of 
services, in the reduction of public services, the reduction of the 
administrative apparatus, the reduction of staff and in avoiding new 
projects. The analysis for the choice of these measures is carried out 
only from the efficiency standpoint, considered as balance of resources 
to obtain more results. This solution, far from resolving problems, 
exacerbates them, although in many cases the considerable increase  
in costs in public institutions, mummified by the excess of facilities, 
inefficiency at management level and not in the labour component is 
real. This reform will result in an increase of unemployment. reducing 
costs is achieved also minimizing the cost of labour: we refer to  
transformations of labour due to the privatization of public sectors 
(economic and otherwise) and the outsourcing of functions. Work 
relationship and employment contracts change and the previously 
insured guarantees get worse.

b) Privatization. This approach has been widely used in Latin 
american and european countries4; the licenses for the delivery of 
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5 We refer to the privatization processes of water that is acting in various parts! In 
Italy, many municipalities subcontracted aqueducts and water supply networks to pri-
vate systems. In response many citizens arose in protest movements.

6 It is very pronounced a process in the private sector where the most modern and 
large business networks are based on this principle.

public services are sold to private companies with the aim to reduce 
costs, especially labour and routine and extraordinary maintenance, so 
that the State is no longer responsible for some services. In the 1980s 
and 1990s in all capitalist countries the State sold to private entrepre-
neurs every type of service (cemeteries, roads, gardens, producing  
services enterprises): in this way it often sold to other states and multi-
nationals part of its national sovereignty.

c) Public services only for the most poor? Some statistics claim that 
privatization, far from solving the social situation, increases pov-
erty,  unemployment, social problems and the most urgent needs of 
population. as a palliative for this situation new structures that regu-
late the activity of private enterprises in the public sector are created. 
The privatization process also involves the introduction of external 
competence: between public and private (example: health and educa-
tion) or internal: between different organizations of the public sector. 
Competence becomes the false characterizing element that keeps some 
services in the private sphere or in the public one. But what compe-
tence? The private competence is oriented towards profit and not 
towards social needs. So, services to people are governed by the rules 
of the market (aucoin 2000: 23).5

d) Sub-contracting and outsourcing. Subcontract to the private sector 
for services and products especially inside the administrative (clean-
ing, computer services)6 is rife; although it is not new, some services 
such as the control of the prisons are currently subcontracted with the 
aim of reducing costs.

e) Conversion. It conceals the liberalization or creation of independ-
ent state structures, subjected to market pressures. On the other hand, 
in order to restructure public services, organizations based on the 
compliance of market objectives, are created; here budget is deter-
mined according to economic goals, and not social ones.

f) Politicization of bureaucracy. The professionalism of the public 
service is ignored because it is considered an obstacle to change, so 
the  merits or knowledge gained by staff are not considered and  
valuated. There is the tendency of some political leaders to appoint 
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7 In Italy, the law of 8 June 1990 no 142 (“local autonomy”) tends toward this 
direction.

8 We must not confuse the process of decentralization that involves the passage of 
power from the higher to the lower level with the decentralization, which refers the 
creation of regional organizations in which power is maintained by the central level. 
These two processes can occur in parallel or independently although both are impor-
tant for the development of the public sector.

managers from the private sector or supporters of their political  
parties (i.e. spoils system and external consultants). Therefore abetting 
is favoured, and it carries, among other ills, corruption in the public 
sector.

g) Decentralization of the State. This reform is developed not only in 
government but also in the economic, social and institutional sphere, 
so that it reconsiders the role of State, affecting the whole structure of 
society. Functions are reorganized against the social interest, giving 
greater possibility of decision and management to local and territorial 
organisms and sectors. The measures tending to decentralization claim 
to offer population a greater participation in decisions and thus to 
reinforce the concept of democracy.7 however, in order for it to work 
in all its dimensions, the State must decentralize resources, which 
seems to be the most critical process.8

When the reforms in the public administration are analysed, the 
focus is on identifying the effort to adopt techniques and processes 
typical of the private administration. The aim is “to make government 
as close as possible to business”.

The tendency to resort to the methods of the private sector also 
involves to propose that the public sector are governed by the market 
mechanisms of supply and demand, accepting the system of prices and 
consumer’s choice to raise the supply, also setting the economic result 
as a goal to reduce inefficiency. however, with the introduction of mar-
ket mechanisms in the public administration, the satisfaction of collec-
tive needs, the needs accessible to everybody and the achievement of 
social welfare are put in danger. assuming techniques and methods of 
the private sector government lets public administration to be rein-
vented in key markets. That is conceptually absurd.

For a society that is building socialism, efficiency is the main objec-
tive of economic policy, as it is one of its most important potentialities. 
This statement requires that society makes a better use of its resources, 
the increase of labour productivity, the achievement of better eco-
nomic results, but with a high impact of social and environmental 
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9 We want to report the experience of Cuba, victim of a blockade by U.S. for fifty 
years whose adverse impact on the country exceeds 95 billion dollars. Under these 
conditions it is necessary to wonder how can the efficiency of the Cuban economy be 
measured.

compatibility with lower economic and eco-social costs. There will be 
a positive effect on the financial budget, facilitating participation in 
international trade and in capital and investment markets, and balanc-
ing the negative effect of the actions that may have been adopted and 
applied by political enemies of the country, threatening national 
sovereignty.9

The efficiency of a society, like the transformations involved, must 
always be displayed in all the dimensions in which it occurs: at a mac-
roeconomic level, through regulatory processes that promote stability, 
and ensure the balanced implementation of economic policies; in 
terms of improvement which will help the increase of efficiency of pro-
duction process, conceived as the interrelationship of production, dis-
tribution and consumption.

Moreover, the determinants of efficiency should not refer only to the 
reduction in costs and an entrepreneurial profit margin or the reduc-
tion of costs as a means to measure it. The manifestation of efficiency 
should reach the institutional level, through the simplification of the 
decision-making moment so that the appropriate decisions are taken 
at the right time to answer situations as quickly and objectively as pos-
sible with the necessary regulations, the appropriate structures and the 
organizations adapted to society demands, i.e. not only in directly eco-
nomic terms but in relation to an overall social equity.

Finally, it is important to underline that for a society that builds 
socialism the concept of real efficiency must be closely linked to the 
quality of final consumption, because failing, qualitatively and quanti-
tatively, to meet the social or individual consumption leads to the 
waste of resources. as a consequence, efficiency must be analysed in its 
dual expression, as a minor cost of products favoured by increased 
productivity and a better growth of satisfaction of population demands. 
Socioeconomic efficiency is a category on which detailed and compre-
hensive analysis must be based, to describe the capacity of resources 
and the conditions able to widen the ability to face external threats on 
the one hand and to increase economic independence on the other 
hand.
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The Necessity of Establishing Monitoring Systems and Indicators

results in terms of management, efficiency and effectiveness are 
obtained only when the leaders of the public service are actively 
involved in the research and the application in these areas during the 
development of their functions, putting into practice the measures that 
contribute to their fulfilment.

referring to these issues, some scholars (aucoin 2001) report that 
pursuing these criteria is an interactive process that must take into 
account that specifying objectives is not simply a function of manage-
ment. It is also a function of political leaders to establish and clarify the 
goals to achieve in each area of politics or the economy.

Identifying a set of indicators of managerial monitoring can be a 
very effective instrument for the valuation of results of management 
and their introduction represent a significant step forward for the 
whole organization.

In the study of public policy an analyst must take into account what 
is the cycle that a politics undergoes from the moment the problem is 
defined and structured to the evaluation of politics itself. policy analy-
sis is research aimed at identifying the right action and involves the 
whole process of public policy that can be centred on:

a. the external aspects of the government, concerned with the prob-
lem, its size, severity, the number of people affected;

b. the behaviour of social actors critical to and with interests in the 
process;

c. objectives and results, trying to know the adjustments between esti-
mates and actual achievements;

d. the means – human, financial, organizational and technological 
resources – used to develop politics (tamayo Sáez, 1997: 282).

Of course, it is important to ensure the efficiency of indicators to meas-
ure the result and when it is necessary to make an adjustment, intro-
ducing adjustments in their initial information and structure. Then we 
consider that the system of indicators has to be complete, therefore it 
should reflect the most important aspects of the objective that has 
wanted to be achieved and at the appropriate time and allow a clear 
identification of the importance of each of them.

Moreover, its structure should facilitate the analysis of the results in 
terms of efficiency, effectiveness, cost-benefit relationship and quality 
(Ministry of economy of Spain 1997).
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Means and Mechanisms for the Relations between  
the State and Economic Policy

State intervention in economy is as old as capitalism, but only during 
World War I the problem of the control of cycle became to gain rele-
vance. The neoclassical tradition had forgotten the phenomenon of 
the cycle and it was only in 1913, with Business Cycle by Mitchell that 
a social study started. Until then the United States had passed through 
30 cycles. Then, some measures began to be applied:

a. The first neutralization measure of the cycle was monetary policy 
measure, namely the organization of monetary aggregates (M1, 
M2, M3);

b. Subsequently fiscal policy sprang up, resulting historically in two 
variants of economic policy: Monetary policy and fiscal policy.

The so-called Great Depression, or crisis of 1929–33, showed that 
monetary policy alone was not entirely effective as a means against the 
cycle. In prosperity, the organization of the aggregates money can not 
alone control the boom; in times of depression, a more liberal mone-
tary policy, is unable to start the recovery.

It is necessary to use other instruments, considered more powerful. 
actually it is an illusion to think that the instruments of economic 
policy are infallible, and it would be schematic to also think that they 
cannot have any function. Fiscal policy deals with the State organiza-
tion of public spending, taxes, loans and debt to the State, in order to 
change the behaviour and choices of other traders. two major groups 
of specific instruments of fiscal policy can be established:

a. stabilizing mechanisms;
b. tax variation.

Moreover, there are other instruments that control the so-called move-
ment dynamic of the mechanisms, such as:

a. agricultural subsidies: they increase during depression and decrease 
in recovery;

b. income taxes: progressive structure that gradually increases accord-
ing to income10;

10 There is also the proportional system. While the progressive criterion (progres-
sive taxation) provides a plurality of ascending rates that affect income as it increases, 
in the proportional system there is only one rate that is applied to all income tax bands.
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c. insurance for unemployment: increases when wages increase, 
becoming reserve to be used during the depression;

d. payments for Social Security: they decrease during recovery when 
labour increases and increase during depression when labour 
decreases;

e. transfer payments: interest on debt, payment to elderly, agricultural 
subsidies, unemployment insurance and social welfare.

These are mechanisms, as established by fiscal policy, which aim at 
controlling the flow of state resources, adapting them to the needs of 
each particular moment of the cycle. Clearly, with the changes occur-
ring in the economy, these mechanisms may also change to adapt 
themselves or to be eliminated, permitting the introduction of other 
mechanisms more responsive to the needs of the cyclical dynamics of 
economy. This process goes through the dynamic process of formula-
tion and implementation of economic policies, due to political con-
frontation and electoral processes, as a result of the political debate.

The Welfare State set in the post-war in Western countries was based 
on a model that can be summarized as follows: the development of the 
economy provided employment and job positions; the development 
progressed regularly, so that the market was able to solve employment 
request, while State intervened in order to cover the remaining tempo-
rary interruptions or marginal conditions of the labourforce and to 
ensure social peace conditions through forms of “solidarity” when 
there was a problem in relation to the market, because of temporary 
unemployment, sickness, old age, training needs.

This model was founded on a social organization based on Fordist 
full-time male labour, and the availability of women to ensure repro-
duction activities, where State intervention was merely residual:  
this method was based on a decisive bargaining power in terms of 
high conflict power by the labour movement. This model was possi-
ble for a far-sighted view by the Conservative and moderate govern-
ments, who believed that, since there was not any spontaneity of  
the system towards full employment, the burden of maintaining the 
stability of demand and full employment were to be attributed to  
the State which was entrusted with a function of substitution to private 
entrepreneurs.

Welfare State ensured that a relationship between economics, poli-
tics and society as a project of political governance of crisis tended to 
define the social pact centred on public debt that supported the old 
model of State. With the increase of the debt it was inevitable that the 
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problem of the solvency of the treasury of State emerged and limits 
were to be placed in this expansion.

The governments of Western countries, which had only partially 
digested the Keynesian revolution, had to begin to reckon with the 
question of the block of public spending. But as soon this block was 
made, from the 1980s, unemployment began to grow dramatically eve-
rywhere. The supposed unproductivity of the state created a real politi-
cal, economic and social redefinition, concealing the true dissipation 
of resources due to the policy reversal.

The changes due to post-Fordist cycle and flexible accumulation, 
which also determined the fiscal crisis of the state, ensure that the costs 
of Welfare are no longer compatible in a system of international high 
competitiveness, in which there is no space for mediation with the 
indispensable collective needs. Thus there is a situation of deep crisis 
in which the State can no longer help the increasingly large mass of 
unemployed and casually employed; the State can not guarantee a 
minimum social safety net for all and for the various stages of life, thus 
is no longer compatible with the modes of capitalist accumulation. It is 
no longer possible to guarantee a stable employment relationship, sup-
ported by an effective supply of basic services and political support to 
weaker people.

The profit State operates policy choices within a general project 
based on a complete reorganization of conflicts and social tensions, 
restructuring the wild capitalist economic and industrial relations. all 
this is accomplished through the methods of consensus, spread 
through a new “consociationalism,” that involves the party system, the 
trade Unions confederations, business associations, banking and 
financial institutions and the mass communication system. If “conso-
ciationalism” was born and developed in the 1970s, in the next two 
decades, the co-management and coordination trend of the historical 
Workers Unions and party organizations finds its highest expression in 
the neoliberal project founded on the abolishment of the Welfare State 
and the intense process of privatization.

although the urgency of reforming Welfare was immediately finan-
cial, the neoliberal project contained much more than the intent of 
fiscal consolidation. Despite repeated attacks, the Welfare survives as  
a residual symbol of the Keynesian period. The current crisis of the 
Welfare State is related to a change in the role of the State, since the 
extraordinary transition phase from industrial to post-industrial that 
the economy is experiencing demands a more flexible labour market, 
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making the State-form related to the Fordist cycle inappropriate. 
Changing also the typical role and figure of mass industrial worker 
leads to an instable position in the labour market, with very little pros-
pects of maintaining that “position” indefinitely. new and more seri-
ous problems are added to those of traditional welfare system. In Italy, 
even the distorted clientelistic-assistance that was created with the 
national Welfare State is no longer compatible, because of its class 
favouritism. The growth of services occurred in Italy through a corpo-
ratist and political bargaining that has seen the conflict, on one hand, 
of the individual categories, anxious to improve their condition with-
out regard for the other, and on the other hand, of the political parties 
aimed to increase their social consensus, resulting in an inegalitarian, 
corporative nepotism-based welfare system.

Flexible accumulation tends to occur as a progressive end and an 
actual reduction of benefits provided by Welfare, but especially as a 
progressive impoverishment of the traditionally protected classes, 
starting from the whole area of public employment, the craftsmen and 
small traders, that is those professional classes whose identity and 
security was guaranteed by presence of the social protection and pub-
lic services. Technocentric solutions developed in the europe of 
Maastricht indicate to reform the block of the economic and social 
forces, that produces, as a consequence, the abandoning of the excluded 
people and geographic areas more exposed to marginalisation, 
attempting to spread a rampant and self-centred culture of the market 
that contributes to create the consent to the neo-liberal idea, so well 
interpreted not only by the european centre-right governments but 
also by centre-left or social democratic parties.

The State, in its role as guarantor of social security (in health, educa-
tion, social security, assistance and protection of the weakest sectors of 
the population), requires in addition to a balanced economic develop-
ment also high levels of employment and a tax levying.

In Italy, in the previous Fordist and taylorist phase of development, 
with the Keynesian compromise, there was the unification of the 
labour world in some figures able to represent the whole area of the 
employees. today the new flexible accumulation supports, however, a 
tendency to the division, the fragmentation, the precariousness of 
labour. The labour market is organized so that division and flexibility 
are its distinguishing features. The first factor of fragmentation is the 
establishment of unemployment as a permanent structural mass phe-
nomenon that pushes to the private redefinition of all social life.
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In Italy the privatization process begins to strike heavily the Welfare 
state, focusing on the abolishment of rights universalism and indicat-
ing a Welfare State oriented to cover the needs of only the poorest class 
of population. Thus in Italy the new political and economic consocia-
tionalism grew and developed: the neoliberal project of the globaliza-
tion era, that even in Italy offers tax and economic policies and 
spending politics, wild privatization processes, the abolition of the 
Welfare State, political and constitutional reforms, usually with the 
only condition of maintaining electoral consensus, satisfying special 
interests related the business world, and a new party politics even more 
thirsty for power than the previous one, but more compatible with the 
new patterns of capitalist restructuring. and the new requirements are 
based not only on the need to consume goods, but above all to con-
sume services, i.e. to make the organization of production related to 
the outsourcing processes functional and compatible to the adaptation 
on the new realities of capital.

The future is ever more precarious for workers; the poorest classes 
will see their direct and indirect wages cut with no serious policy for 
employment, without any revenue sharing of income, with increas-
ingly strong incentives and concessions to enterprises that counterbal-
ance with the lack of income for most of the citizens.

even in a reformist and absolutely minimal perspective, the new 
socialist-inspired economic policies must absolutely aim to cope with 
structural unemployment, creating new employment opportunities for 
social and collective benefit, realizing unnecessary commodities, wid-
ening the possibilities of women labour, labour to migrants, work for 
young people, favouring thus also the strengthening of the public social 
security system. a serious policy must be adopted for a generalized 
reduction of labour time for an equal wage, including in strongly  public 
and private services, small and micro enterprises, to recognize a mini-
mum social Income to unemployed, precarious workers, the retired; to 
give new impetus to a new, modern and efficient welfare state.

Scientific analysis and policy initiatives must start from establishing 
rules in contrast with the society of enterprise and the privatization in 
which the State become not only a guarantor of the balance, a control-
ler. at least an interventionist State is needed, that creates new, differ-
ent and not marketable jobs, able to implement and regulate the 
efficiency of the system oriented to the strengthening of a new Welfare 
State, which guarantees the rights acquired by workers, pensioners, 
of all citizens, meeting new needs, for a new and more modern system 
of quality of life.
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ChaPtEr EIGht

a CrItIQuE oF thE thEorY oF hEGEMoNIC LIBEraLISM 
aND thE ParaDIGMS oF FINaNCIaLIZatIoN

Which Liberalism? Which Market Economy? Which Globalization?

In the 1970s economic growth and market expansion slowed down 
considerably and in the years that followed the whole world entered a 
period of structural crisis, that, in spite of small recoveries, was not 
able to revive accumulation at the necessary rates and the levels neces-
sary to the expansion and remuneration of international capital. From 
then on the major capitalist countries have exclusively limited them-
selves to managing the crisis in two-thirds of the globe, inventing new 
temporary economic-productive and commercial outlets and heading 
steadily towards a financialization of the economy.

The term “globalization” is now used in current economic lexicon 
and common language as a sign that economic liberalism tends to be 
the only development model, which history will not be able to contra-
dict and overcome. It is possible to read the irreversible choice between 
productive investment in the real economy and processes of exclu-
sively financial speculative investment within the overall logic of the 
globalization of capitalism.

We witness, in fact, a more and more pronounced gap between the 
development of the real economy, with its political, economic and 
social processes, and the choices concerning the financialization of 
economy. In the latter case, we deal with liberal decision models 
focused on financial investments that are unrelated to production pro-
cesses, and pursue a merely speculative logic, and actual dynamics 
detached from the political economic framework, pursuing the maxi-
mization of profits. In this context of “financial bubble,” profits are  
easily made, creating financial and position rents that are a wealth illu-
sion for the country’s economy and destroy efficiency and employ-
ment. Dislocating the mechanisms of production, financial processes 
become not only easy sources of wealth for investors, but produce low 
taxation and property incomes, and often even complete tax avoidance 
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and evasion1 Italy is a fertile ground for international financial specula-
tion, granted by a young, asphyxiated, unstable stock exchange, where 
the new mercenaries of financial capitalism pursue the illusion of 
paper wealth and financial rent.

Liberalism, in other words, has shown to be incapable of offering  
a way out of the crisis. It has generated on the contrary new forms  
of economic chaos, as a consequence of deregulation and financial  
globalization. to understand liberalism and all its implications, it is 
necessary to subdivide it into three types:

a. Doctrinal liberalism (Thatcherism)
b. Social-liberalism (Germany, Sweden)
c. apparent liberalism (Japan, reagan’s uS).

Every model of capitalism is based, always and anyway, on the exalta-
tion of the free market in which, although in different forms,  speculative 
financial economy will prevail against productive labour. But financial 
capital, through its monetary flows and its monetary synthesis, in its 
aspiration to obtain profits at better conditions exports at the same 
time the contradictions of capitalism. For example, the subjective per-
ception of welfare state crisis determines dramatic breaches of confi-
dence in the political classes of a State, and a profound disconnection 
from its institutions. also, there is the fear of losing those privileges 
that some middle class social groups have matured, on the perceived 
ground that they belong to sectors and activities still included under 
the State’s social protection.

Privatization of public employment, public services, typical functions 
of the State such as education, health, etc., are everywhere generating 
phenomena of de-socialization and unification, at least ideally, between 
former middle classes and the mass of people who are definitively left 
off the circuit of work employment and hold a precarious future.

Clearly, the results derived from the choices of the new post-Fordist 
cycle, focusing on a deep privatization of the economy and of social 
culture and on a generalized flexibility, become a more general project 
leading to a complete reconstruction of conflicts and social tensions. 
Economic and industrial relations are based on the logic of a wild 
global capitalism, which can no longer accept the Fordist mediation. 
Contradictions between market rules and the security of a dignified 

1
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life for citizens-workers can be no longer solved starting from automa-
tisms internal to the market and imposed by liberal policies through 
the mediation spaces of State and Keynesian interventions.

Nowadays, “wild,” lawless capitalism is the dominant logic: it follows 
the simple realization of unscrupulous profit, creating serious social 
imbalances such as increased unemployment and a generalized low 
quality of life. The processes of conversion, restructuring and techno-
logical innovation are exclusively based on slashing employment, and 
on the compression of employees earned income: the “best” economic 
policies are based on increasing profits from tougher job cuts and 
labour and wages flexibility.

The financialization of the economy, achieved through investments 
made possible by the surplus of profits derived from not having dis-
tributed the productivity gains to the workers, the liberalization of 
trade and the benefits of the free circulation of goods, have granted to 
large enterprises a greater diversification of technology and equip-
ment, including a differentiation of supply and customers.

The whole discourse has to be brought back to the logic of the finan-
cial bubble that does not lead to a real growth, but to an apparent one 
based on speculation with easy profits that, through computerized 
media, allows the instantaneous movement of thousands of billions 
that destabilize countries, control their economy and politics, stifle any 
processes of real economic democracy, leading to the neoliberal idea of 
a Global Profit State.

Neoliberal economic policy, focused on the processes of privatiza-
tion, achieved a macroeconomic framework that highlights recessive 
trends in many areas, contraction and precarious employment, 
decrease in real wages, decrease in inflation due to a big drop in 
demand, a significant increase of poverty and marginalization, high 
rates of official unemployment and new, widespread hard economic 
and social conditions.

The above mentioned changes have led companies to develop and 
adopt decision models geared to maintain and improve their position 
in the market, trying to “reset and reinvent” the enterprise not only in 
structure, but also in its working mechanisms and its capacity of con-
ditioning any social structure.

to achieve such transformations, it is necessary to act according to 
the so-called principle of flexibility, which can be adopted only if the 
company is able to adapt quickly to changes taking place within and 
outside the company itself. talking about enterprise flexibility means 
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essentially the ability of entrepreneurs, top management, enterprise’s 
decision-makers to carry out adaptive business strategies that allow 
not only to produce different goods and services targeted to different 
markets, but also to manage the delicate strategic plan of condition-
ing the whole society to enterprise culture. For this reason more and 
more immaterial social structures and resources are used, following 
the principle of minimum cost and maximum benefit and realizing 
the highest degree of adaptability to the needs of the market, which has 
also become the market of social life.

technological flexibility permits, simultaneously, to both increase 
productivity and create flexibility in production, thus determining a 
significant contraction in the volume of the labour- force and a decrease 
in the time needed for production. Labour is not available for every-
body and the flexibility of work relationships makes life very precarious 
and unstable even for those who still hold a more or less permanent job.

So any form of social security or in general of guarantees of the 
Fordist era is completely eliminated from the productive transforma-
tion of the new post-Fordist model of the capitalism of flexible accu-
mulation. The crisis of the labour system has significantly changed the 
whole society: its consequences have been structural unemployment, 
the end of the factory as a centre of production (at least in the countries 
of mature capitalism), the shift to immaterial labour and the increase 
of forms of subordinated employment with no rules, with a transfer of 
workers from the world of guaranteed labour to no guarantees at all.

Moreover, the collapse of the Fordist model led to the emergence of 
new models of flexible accumulation characterized by the increase of 
product differentiation, namely the process of diversifying products to 
make them more attractive to a particular target market. The principle 
that drives this model is based on the fact that, as demand fixes pro-
duction in relation to models of apparent wild competition, interna-
tional competition is increasingly based on product quality, labour 
quality characterized by knowledge resources produced by intangible 
capital, accompanied by underpaid, outsourced and non regulated 
labour, and services with a low content of guarantees, and no links 
between price and quantity produced (typical elements of Fordism).

The Financialization of Economics

Dominant macroeconomics explains that the rate of profit is equal to 
the rate of interest, because in a balanced economy all activities have 
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the same productivity, the same profits, and also because money would 
move from one activity to another. The balance determines that the 
profit rate of production activities will be the same as in financial 
activities.

If the interest rate is higher than the rate of profit, money will be 
used not to produce shoes, but for financial assets: in debt or in fixed 
term deposit accounts.

one of the main characteristics of the economy in the 1980s was the 
dominance of financial capital. all around the world interest rates were 
higher than the rates of economic growth. Therefore, at the global 
level, a part of the surplus went to pay the increasing interest rates. 
Growth rates in the global economy were reduced by the growth of 
high interest rates, that is by the dominance of financial capital. This 
means that the drainage of resources from the productive economy to 
the financial economy was and still is enormous. This opens, particu-
larly after the so-called sub-primes crisis, a debate in the very decision-
making centres themselves of international capitalism about the 
necessity of a financial reform, because reducing the weight of finan-
cial sector is a key factor for a reform of the economic structure.

according to the received wisdom, it appears that the economic sys-
tem should be closely linked to the financial system and, consequently, 
capital markets should have an independent life separated from the 
general economic and social context, because they represents a sort of 
thermometer of the credibility and efficiency of system-countries and 
of the whole of international capitalism. If we look at what happens in 
the daily reality of the market, we can observe that the most common 
patterns of this received wisdom are denied by the facts.

When everything is left to a blind faith in the laws of the market, 
without control mechanisms that preserve the collective social inter-
est, the good performance of the stock exchange, financial profits cre-
ate the conditions for the contraction of productive investment, the 
negative paths of the real economy that cause high structural unem-
ployment and the increase of social costs in general. Very often there is 
a wide gap between the trend of the real economy and the size of the 
capital market. In England, for example, where there is the highest rate 
of market capitalization, the data of the real economy are discouraging; 
vice versa, Germany for instance, which has a strong hegemony of the 
productive economy, at least at the continental level, produces very lit-
tle results in terms of the development of the stock market. So, a strong 
capitalization of the stock market does not necessarily provides an effi-
cient and strong development of the real economy: frequently the so 
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called “casino capitalism” rewards to the companies able to cut jobs, 
reduce the real wages distributed to employees, maximize the flexibil-
ity and mobility of workers and their remuneration.

We live in a capitalist system with financial connotations, a capital-
ism without laws, capable to justify everything with the hypothetical, 
apparent abilities of self-regulation of the markets.

With the financialization of the economy, exploded at the time of 
the energy crises of the 1970s, international capitalism has set in a con-
text of increasing degenerative change, in the illusion that the increase 
in paper and electronic means of payment may be able to create real 
wealth. The inextricable link between neoliberal globalization and 
financialization demonstrates the enormous fragility of a capitalist 
model based on financial speculation, that distances itself from the real 
economy, in an attempt to solve, or rather hide, its structural crisis.

This is the true meaning of neoliberal globalization, a globalization 
of financial markets in which the absolute freedom of movement of 
capital prevails against labour, while the movements of people and 
goods continue to be subjected to protectionist policies with racial 
connotations.

In this situation of structural and systemic crisis the debate about 
radically alternative models of capitalist production becomes even 
more pressing, and many Marxist researchers start anew the study 
about the theory and the feasibility of a socialist economy.



Chapter NiNe

the OBJeCtiVeS OF the SOCiaLiSt eCONOMiC MODeL

The Transition to Socialism: Different Approaches

The debate over plan and market can be traced back to the beginning 
of socialism in the Soviet Union. During the period of war commu-
nism, decisions were modelled through the direct assignment of the 
economic resources. Marx and engels supposed that during socialism 
work may have also been directly social and that the action of the law 
of value should not be necessary to determine the economic aspects; 
this form of regulation was thought to be revolutionary, since it did not 
use the categories of the capitalist economy.

to accomplish its revolutionary tasks, the transition to capitalism 
experimented in countries with an unequal economic and political 
development depends upon the concrete historical conditions. For a 
thoughtful consideration of such processes, it is instructive to read 
Nove (1986a: 37) who, writing about the possibility of socialism and 
about what could a feasible socialism be, proposes to bring deep 
changes to certain basic concepts of classical marxism. take for 
instance the strong critique to the concept of “abundance” (thought to 
be substantially unrealistic, exception made for some exceptional sci-
entific discovery), which he proposes to substitute with the neoclassi-
cal concept of (absolute and relative) “scarcity,” more realistic, according 
to Nove, and useful to economic analysis and to the planning pro-
cesses. he is peremptory, for example, when he puts in his theoretical 
model a concept greatly utilized in dominant economics: opportunity 
cost: 

being the resources (and time) limited, everything has an opportunity  
cost (p.39).

No universal models for the construction of socialism can afford not  
to be directly connected to the particular situations of the different 
countries.

The problem is to conciliate the national planning directed by  
the State with the mechanisms of the market, which are in constant 
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1 For a deepening of this matter, look at the following texts: itoh (1995); Novozhilov 
(1975); Strumilin (1966); Gonzàlez (1997: 2–11); aa. VV. (2002); aa. VV. (2004).

movement, and furthermore, use these mechanisms without letting 
them become dominant in the motivations and in men’s consciences.

The disappearance of the socialist area has made more evident, and 
compelled to, use of mercantile instruments with the experimentation 
of forms of mixed economy, without which the enterprises of socialist 
economies could not survive in the voracious and cruel international 
market.

even if the experience shows that it has been necessary to adapt  
to price and demand oscillations, and to look for funding and, in gen-
eral, to act pursuant to the legal, commercial and financial rules of 
market relations, we must bear in mind that the existence of monetary- 
mercantile relations and the presence of market relations constitute 
elements that limit the development of the social relations of produc-
tion in the construction of a socialist society. Moreover, market rela-
tionships generate uncertainty in the design of the planning process 
and the public policies that are associated to it, to the extent that they 
can act as a barrier against the identification of the objectives of social 
and economic policies. in this case the guidance role of the govern-
ment in the management process must always be strategically oriented 
to the preservation of the basic values and the fundamental aims of the 
process of socialist construction.

Changes in Socialist Economic Models1

The first attempt towards a change in the USSr took place at the begin-
ning of the 1960s, through the development of more sophisticated 
planning methods proposed by prestigious economists such as 
Kantorovic, Novozhilov and Strumilin. at that time, the use of com-
puters and mathematical methods, like linear programming, invest-
ment tables and sector-based interdependence, were considered to be 
valid alternatives to the introduction of market mechanisms; but this 
directive has not had a decisive influence in the USSr. it has reached 
its most advanced expression and the most favourable results in the 
DDr (eastern Germany).

The second attempt towards a change appears in China during the 
1960s, developed by Mao Zedong, with a first phase between 1958 and 
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1960 called “The Great Leap Forward,” and another from 1966 to 1976, 
determined by the Cultural revolution. Such last phase was character-
ized by the political mobilization of the masses for the accomplish-
ment of important economic objectives, the socioeconomic local 
development at the communities level, the reduction to the minimum 
of private producers and mercantile relations, and, finally, the attack 
onto bureaucratic structures and styles, moderated through a high 
level of political and state control of culture and of the daily life of the 
citizens.

The third attempt, known as (decentralized) market reform, began 
in the USSr with the transformations relative to the perfecting of  
planning, starting from 1965 and lasting until the first half of the 1980s. 
it melted itself into a combined model which conserved the essen-
tial  characteristics of a centralized system, but with the intention to 
tend towards decentralization. This orientation was more accentu-
ated  in the socialist countries of eastern europe, especially in 
poland, Czechoslovakia and hungary, where it reached its maximum 
splendour.

it is necessary to refer to the exhaustion of the capabilities of the 
process of socialist construction in some of these countries, especially 
in eastern europe. The historical conditions which led to the construc-
tion of socialism, left their mark over the region and every country 
which was part of it. The acceleration of the political processes on the 
thrust of external forces and the underestimation of the historical and 
national characteristics of such processes, in countries such as for 
instance poland and hungary, led to beginning the socialist construc-
tion from imposed conditions, far from the actual capabilities of the 
country to pursue socialism respecting its internal social-economic 
characteristics. (aaVV, 1991: 19; aaVV, 2002: 75).

We must also consider the economic wearing out caused by the 
technological and military race, stimulated by the principal imperial 
powers and supported by the former USSr, together with the ideologi-
cal penetration of the capitalist market economies in different spheres 
of the leadership and in various layers of the populations. Finally, we 
also have to notice the lack of equalization of the mechanisms of social 
policies to the levels of development reached by the different countries. 
all this reasons have prevented the political and economic legitimiza-
tion of socialism in Oriental europe.

it is also useful to consider the process of application in the USSr of 
the so-called perestrojka in 1985, which accelerated the decomposition 
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of the mechanism of socialist construction as conceived until that 
period, deepening the contradictions of the system, favouring a trend 
which led to the antisocialist tendencies, which eventually caused the 
construction of the capitalist market economy.

Special Features of Some Economic Planning Models

The Socialist Economy and the Capitalist Economy

The Classical political economists considered the economy as a science 
which studies the models and processes of formation and distribu-
tion of the countries’ wealth, while the Neoclassicists emphasized the 
operational modalities realized by individuals to satisfy their needs, 
because these actions cause choices functional to the limited means at 
their disposal. This is the reason for the development of the neoclassi-
cal concept of neutrality: the aim of the researcher should be the study 
of the optimal way, i.e., the more rational and efficient way, to realize 
that purpose. The observation of reality has always shown the non-
existence of the concept of neutrality with respect to the aims, also 
because every economic model is by itself the synthetic formulation of 
an economic theory that in capitalist society necessarily takes after the 
forms of political-economic-social domination of capital. For this rea-
son the so-called market economy, that is the liberal, and in the present 
sense “neoliberal” approach, is a systematic structure in which every-
thing is left “to the free initiative of the private individuals in a frame of 
free competition” with the minimal functions of a state considered to 
be a necessary damage.

This is, obviously, all in a theoretical sense; a planned economy, 
often defined as collectivist, is an economic system in which the prop-
erty of the means of production belongs to the state and the State itself 
takes the decisions relative to investments, production and the distri-
bution of incomes, that may assume a centralized or decentralized 
form. For a certain number of years, some economies of the advanced 
capitalist countries, and in this sense italy has had a leading role, have 
applied the so-called mixed economy, in which, also through the 
assignment of the property of the production means to the privates, 
the State assumed a role of direction of economic activity through reg-
ulative economic and interventionist politics, geared to create employ-
ment especially through public enterprises. it is not certainly wrong to 
conclude that certain problems are similar also in economic systems 
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different in method and in formulation, even allowing that economic 
problems have a dissimilar importance and various are the solutions.

The fundamental difference between the capitalist economy and the 
socialist economy, as we have often repeated, is in the field of the objec-
tives. in capitalism, the objective of economic activity is the attainment 
of maximum profits, under the form of monetary excess or surplus. 
in socialism instead, the objective of the economy is to guarantee the 
maximum level of welfare to the population. Such fundamental differ-
ence is ignored in the greatest part of comparative economy analysis, 
in spite of its utility in the determination of the rules of economic func-
tioning and in the fixation of the optimum of production and con-
sumption. Maurice Dobb (1972a) shows the incoherence of the 
attempts to build a theory of social welfare on capitalist bases, pointing 
out the incompatibility between the maximization of social welfare 
and the maximization of profits.

Broadly speaking, capitalism works only if the means of production 
are private property, because only in this way the organization of the 
production process may be oriented to the maximization of the profits. 
The competition between capitals determines the efficient and effective 
assignment of the resources in form of final profitability. The existence 
of public property enterprises does not modify such overall organiza-
tion of production, but only if these enterprises accept the accounting 
criteria (costs and efficiency) proper of the market laws. Therefore, for 
our aims, whenever the economic activities are subjected to the rules 
of competition between private capitals, public property is equivalent 
to a form of private property. in such context, the assessments and fis-
cal charges represent an income obtained from the workers’ and capi-
talists’ profit, and their higher or lesser level, just as their social destiny, 
does not interfere with the system’s principles of functioning.

The degree of property dispersion and the relative number of opera-
tors who adopt production decisions influences the functioning of the 
capitalist economic system, but not its fundamental rules. also in situ-
ations of sector-based monopoly, competition exists in three principal 
forms: competition between capitals, which channels the investments’ 
flux towards the activities perceived as more profitable; competition 
between capital and labour, which determines the distribution of the 
value added between capital’s income (profit) and wages; competition 
between workers, which guarantees the capability of capital to take 
possession of a substantial part of added value, lowering the wages/
productivity relation.
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These three forms of competition manifest themselves inside the 
sectors just as much as between sectors, that is at the level of the econ-
omy as a totality. if an economy organizes itself responding to the logic 
of maximum profit, it cannot substitute such principle without trans-
forming the juridical and social order on which it sustains itself, that is 
the dominance of private property and wage-earning work.
The differences in basic macroeconomic mechanisms of socialism and 
capitalism

1. The fundamental characteristics of a socialist economy may be 
summarized in two principles:

a.  The predominance of collective property of the fundamental 
and credit-based production means; and

b.  general orientation of the economy to the maximization of social 
wealth.

 These principles mean that under socialism, macroeconomic deci-
sions are taken before the micro-economic ones, conditioning the 
decisions of the single productive agents (in capitalism the proce-
dure is inverse). This principle of macroeconomic determination 
generates three functional characteristics which differentiates 
socialism from capitalism:

a.  the optimum level of production in socialism is not equal to the 
optimum level in capitalism;

b.  the investment decisions are based on macroeconomic criteria, 
while in capitalism the decisions based on macro-economic 
considerations are more important;

c.  economic calculations are based on production prices and not 
on market prices, as in capitalism

2. The optimal level of socialist production does not coincide  
with capitalism in volume or composition. in socialism the optimal 
level in volume coincides with the maximum, under the restric-
tion of the minimization of the excesses. The investment decisions  
and the decisions to increase or decrease production have to be 
articulated in time and in quantity between the sectors both as 
intermediate consumptions and as final products. On the contrary, 
according to the capitalist principles of maximum profit, the opti-
mum level of production does not just determine itself increasing 
the volume of production, but in many occasions also restricting 
such volume to alter the relation between supply and demand, and 
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obtain extraordinary profits through an increment of market prices. 
in fact, the bigger is the degree of property concentration, the fur-
ther it gets from the potential maximum volume. Waste is a reality 
of the functioning of capitalism.2 in particular, there is a massive 
and permanent waste of human resources, which are kept in situa-
tions of unemployment and underemployment. The dissipation of 
material resources in not strictly socially necessary production; that 
is, unsold productions3 is also frequent.

3. Macroeconomic planning exists both in capitalist and in socialist 
economies. here are two quotations among those reported by 
Johansen.

The first one is by the British economist h.D. Dickinson, from 
1938. according to his definition, planning is the “taking of funda-
mental economic decisions – what and how much must be pro-
duced, whom has it to be assigned – through the conscious decision 
of a determined authority, on the basis of a systematic revision of 
the entire economic system”.

in capitalism, planning is limited to the investment decisions 
realized by the state to provide the social services and the invest-
ments in infrastructures. Some private operators realize a micro-
economic planning of their activities on their own, which in the 
case of financial agents and large multinational corporations affect 
prices and quantities, conditioning the macro-economic balances. 
anyway, such planning is realized outside any form of coordina-
tion ex ante of the operators. it is a private planning, which passes 
always through the market’s check to establish ex post its adequacy 
to the criterion of profitability. also in the socialist economies, 
markets accomplish a function, determining some prices and above 
all contributing to reveal certain variations of demand. as Laibman 
(2006b) says:

We will never insist enough on this point: the market ideology does 
not acquire its preponderance because of the operation of capital-
ist  “ideological apparatus” (the State, the media, the instruction), 
it is the daily life which distillates it autonomously. This means that 

2 The waste of material resources is also caused by the fast obsolescence of the prod-
ucts. antunes (2006), taking up Meszàros, writes about the decreasing utilization rate 
of the use value of goods.

3 Bowles, Gordon, Weisskpof (1989) analyse the wastes of the northern american 
economy, accelerated by the application of the neo-liberal formulas since the 1980s. 
Sauvy (1972) analyse the planned obsolescence of the products as a normal designing 
and fabrication system in the capitalism of our times.
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it is deceitful to see the ideology “of ” market repeated by the left in 
many erudite texts that confound market with its capitalist historical 
forms. Such things prevent the comprehension of an essential fact: 
markets are reality inserted in the society, they evolve and have pre-
capitalist, capitalist and post-capitalist forms.

anyway, inside capitalist reality the basic mechanism for the allocation 
of the resources is the market, because it is through the market that the 
private production and investment decisions are ratified as well as the 
distribution of social work that derives from these decisions. planning 
is limited – it does not influence the heart of investment decisions, 
which concerns installed capability, its utilization and technological 
change – and being practised only by particular operators, it is frag-
mentary and defined in the micro-economic level of the entrepreneur-
ial group or the concrete financial entity which implements it. at the 
centre of such differences there is the process of decision relative to 
investments: in capitalism, decisions are taken inside the enterprise, 
and so they form part of the microeconomic functioning of accumula-
tion. The existence of an important portion of investments realized by 
the public sector, defined at a macro-economic level, does not contra-
dict what we said above, due to its subordinated character, mainly lim-
ited to the realization of infrastructures and non mercantile services 
typical of the public investment in capitalism. at this level, then, the 
difference between the two systems does not reside much in the 
dichotomy market/planning, as in the character of planning, which in 
socialism is coordinated, although it can be centralized as much as 
decentred. planning determines the assignation of social work and the 
investment decisions fundamental for the economy, while market 
plays a limited and subordinated role. The causal relations, in both of 
the systems, are described by the following scheme:

– Capitalism: Market (macro) ® planning (micro)
– Socialism: planning (macro) ® Market (micro)

The contents of planning are substantially different between the two 
systems. in a socialist economy, plans are based on the balance of 
resources and uses, which are accounted for in material terms. in capi-
talist economies, physical balances still exist in agricultural account-
ing. in a socialist economy, on the contrary, material balances can be 
applied both to agricultural and to industrial activities, to reflect in one 
single scheme the internal connections of the fundamental processes 
of enlarged socialist reproduction. Naturally, such balances can be 
used also for every activity singularly considered.
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This means that for a single product, steel for example, we can use a 
specific material balance:

– resources: Stocks in the first part of the year – previsions of produc-
tion – previsions of importation

– Uses: Stocks at the end of the year – previsions of internal consume – 
detailed for region – detailed for branches of production – exported 
quantities (Bremond and Geledan,1985).

prices play a different role in both systems. in a capitalist economy 
prices are determined once the distribution of the value added between 
capital and labour has been established, i.e., when we have the average 
or “normal” rate of profit of the economy. prices depend on the techni-
cal conditions of production and from the input costs.4 The economic 
advantages of a sector (higher organic composition of capital, with 
productivity higher than the sector average) or oligopolistic domina-
tion, allow some enterprises to fix a higher rate of profit (the one that 
conventional economy considers as applied by all of the enterprises 
and which determines the markup). This facilitates the accumulation 
of surplus value in enterprises and sectors technologically more 
advanced and with more oligopolistic power. The procedure of fixing 
the “market” prices briefly described here has nothing, or not much, to 
do with Walras’ equilibrium theory, whose fixing of prices consists in 
an auction procedure in the market between supply and demand, 
which requires a previously realized production with no price.

two special kinds of prices, wages and interest, express the partici-
pation of the producers of added value and of the perceivers of income 
to the sharing of the spoils. even if the movements of the relative prices 
in the long period are conditioned by the relative variations of produc-
tivity, in the short period, the market prices are very inadequate signals 
for the decisional process and they hide more information than they 
reveal, both with respect to the structure of the market of production, 
and with respect to the conditions of major or minor sector-based 
competition in which production develops itself. Since relative prices 
depend on distribution, the totality of prices may be established only 

4 The analytic presentation of this idea can be found in Sraffa (1982), who proposes 
a determined model. it is obvious that at the same time in which we determine the 
normal profit, we establish the wage average, through a process that has not much to 
do with the marginal productivities (that can only express themselves as dynamic 
limit) and has much to do with the conjunctional and structural conditions of the fight 
between capital and work.
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5 inflation, far from reflecting the structural misbalances between supply and 
demand, appears to be an instrument of the fight to catch major quotes of the added or 
exceeding value from the capitalists. See Mandel, Valzer, Jourdain (1970).

in a simultaneous form. This shows a contradiction between the capi-
talist dynamic macro-economy of prices and historical time, which 
sets a temporal succession and an inter-sector articulation of the flux 
of goods and work.

The crisis, as an expression of unrealized values (that means of non 
validated production through the mercantile inter-exchange from the 
quantity of money expressed through the price) convert themselves in 
the regular functioning of economy.5

in socialism, prices are a direct index of the material costs, reflecting 
the classical notion of natural prices (Smith, ricardo) or production 
prices (Marx). prices must reflect the contents of direct and non-direct 
production work with the maximum precision possible.

The difficulty in the simultaneous measurement of the consumption 
of indirect work (incorporated in the intermediate consumption) is 
what blocks the realization of the calculations directly in labour-value, 
and requests a sequential procedure based on index numbers and 
other technical procedures which allow an approximation of such val-
ues under the price form. When the calculations detach themselves 
from the reference values, they produce sector-based misbalances. 
Such misbalances are, anyway, strictly technical, tied to the limitations 
of the measurement practices: So we can define them as “conjunctural”. 
in capitalism, instead, market prices incorporate the structural ten-
dency to the misbalance of accumulation.

The Model of Centralized and Decentralized Planning

This model is characterized by the degree of adoption of the decisions 
which, at the economy level, is concentrated at the level of the central 
apparatus of the government and of the state, exception made for the 
individual ones. These decisions comprehend volume and composi-
tion of the investments, of consumption and of foreign exchange; the 
levels of production and material resources that could guarantee them; 
prices, aspects and wage increments; basic services and other nonpro-
ductive activities. as a factor of economic and accounting coordina-
tion, the so-called method “of the balance of material goods,” expressed 
in physical terms, is utilized.
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6 Czech economist who foresaw the possibility of a construction of socialism in 
presence of the role of market.

The model of decentralized planning starts from the possibility  
not to consider the market as a general regulator of economic activity 
(law of value), with the use of the market instruments that will be 
called to perform specific economic functions inside a general mecha-
nism, regulated by planning.

Consider that the enterprises, starting from an initial endowment of 
fixed and circulating capitals, organize in autonomous way the pro-
ductive process, selecting the quantity and the production dynamic, 
other than the cost structure.

The Reformed Model

in the countries where this model is applied, in major or minimum 
degree, the necessity to integrate the existent modalities with a bigger 
use of the monetary-mercantile relations and a more effective entre-
preneurial autonomy is recognized. here are some principles of the 
model:

a. at a theoretical level, Ota Sik6 considered that mercantile produc-
tion in socialism is an objective necessity determined by the possi-
ble contradictions of the socialist work, given by the development 
degree of the productive forces.

b. The problem of decentralization is not only a question of knowl-
edge but also of interests conciliation which cannot be obtained 
through administrative methods. The model of decentralized man-
agement is not an option possible if united to other models, but a 
necessity inherent to socialist production;

c. investments had to be financed by the enterprise funds or credits 
and these took part to the elabouration of the long term plans and 
projects’ selection;

d. reforms have in reality always been accompanied by strong inter-
nal and external imbalances; the remunerations in the enterprises 
grew without a corresponding productive answer. The internal 
credit and the budget deficit grew in an uncontrolled way, inflation 
grew and the volume of importations to satisfy the internal request. 
according to scholars like Kornai, a big part of the economic 
advancements came from the so-called second economy (informal 
sector, private, illicit, non state).
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The Flexible Dual Model

The periods of transformation in China (1966–76 with the cultural 
revolution, 1976–1981, 1984–85 period to which the reform is referred) 
gradually created a dual model, giving as result three fundamental 
kinds of enterprise:

a. state enterprises in strategic areas such as energy, transport, tele-
communications and in key productions of intermediate goods;

b. the sector of large and medium enterprises, in which only a small 
percentage of the capability is employed in productions in the frame 
of national programming, with decisional faculties on the  remaining 
part of the activity which will be regulated by the macro- economic 
policies;

c. a third sector of small state emprises, of private and collective prop-
erty, which functioned following market rules.
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Long Cycles and the Internationalization of Markets

it is necessary to analyse the misbalances and the inequalities provoked 
by an unequal capitalist development and by the emersion of new 
international agreements, of new state communities, of new areas of 
exchange, of new value areas internal to the actual capitalist polariza-
tion connected to the present international division of work and to the 
consequent productive specialization. Our critique of economics aims 
to point out in a scientific way the features of the actual phase of the 
capitalist universalization intended as global competition, or as a 
dimension of the actual phase of imperialism. We are still convinced 
that one of the specific characteristics of capitalism is the form adopted 
by imperialism.

relations of domination existed for a long time, but under capital-
ism imperialism adopts a substantially economic form. in the recent 
years, especially as a consequence of the international policies of the 
neocon administration of Bush Jr., in the anglo-Saxon world many 
intellectuals organic to the US (and British) establishment support a 
return to imperialist politics, deemed necessary because of the world-
wide chaos produced by the strength of some foes: for instance the 
ill-famed rogue States, on which cf. Chomsky (2001) and Blum (2005) 
or weak States (Cooper 1996; 2004). in short, imperialist politics does 
not represent anymore a “dangerous deviation” with respect to peace-
ful and multilateral international relations, but an added value to the 
US power. Such views, which have the merit of explaining the strate-
gies and the political-military practices planned by the White House in 
the last decade, presented in various international geopolitical publica-
tions, have obvious limits: they give a partial and “interested” view of 
imperialism. This is reduced to the mere military aspect, with which 
the U.S. and their Coalition of the Willing seek to solve the interna-
tional problems of instability and criminality (whether they are real or 
potential). in short, such (military) imperialism is supposed to be the 
answer of a Western world compelled by international terrorism to 
save the world.
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1 For an attentive and articulate exam of the argument cf. vasapollo, Jaffe, Galarza 
(2005).

Before capitalism, the political and economic submission to the 
empire was a mechanism of wealth appropriation implemented by the 
imperial forces, but this did not happen systematically, and generally 
did not modify the basic social structures of the subjected societies.

Under capitalism, on the contrary, imperialistic relations condition 
form and content of material production in the subjected territories; 
its socioeconomic structures adapt to the necessities of wealth con-
sumption and capital valorisation by the imperial force. This happens 
independently from the fact that imperialism includes colonialism, 
like in the times of the French-British domination of africa and asia 
in the XiX century, or has a post-colonial content, of formal political 
independence of the dominated territories, like in the period of the 
imperial domination of the United States.

The necessity of economic imperialism for a correct functioning of 
capitalism has been analyzed initially by the British labourist econo-
mist J.a. Hobson (1902). However, with the Marxist authors of the first 
part of XX century we got the development of a true theory of imperi-
alism: Kautsky (1898), Hilferding (1910), Luxembourg (1913) and 
Bucharin (1915).

Lenin (1917) synthesizes all these contributions in the most well 
known text, Imperialism, the Highest Phase of Capitalism, in which he 
draws the political consequences of the analysis of the imperial dimen-
sion of the process of capitalist accumulation.1

The fundament of capitalist imperialism consists in the appropria-
tion of the value generated by the workers in the countries dominated 
by the imperial power.

it is important that we reflect about the strict relationship that ties 
the dynamic of the long cycles of capitalist reproduction with the 
course of the internationalization of capital; this gives us the possibility 
to make some consideration about the actual international situation 
and its possible tendencies.

The expansion of foreign commerce, with the development of the 
production regime, is an internal necessity, i.e., its appetite for bigger 
markets continues its transformation. The processes of goods’ exporta-
tion and the process of colonial domination of the capitalist centre  
on its periphery, erect themselves as fundamental characteristics of 



 international trade and imperialism  131

capital’s internationalization in the conditions of pre-monopolist capi-
talism. in the long-term dynamics of capitalist development, the first 
acknowledged long wave of expansion, which goes approximately 
from 1790 to 1823 and was a phenomenon substantially limited to 
Great Britain, acted as a scenario for the consolidation of the domina-
tion system over the periphery under the British hegemony.

The second wave of expansion, which goes approximately from  
1850 to 1873, accompanied by the instauration of the technological 
mechanized way of production, generated a deep advancement in  
the development of railway and maritime transport, as well as in the 
communication sector, letting new countries rapidly join the industri-
alization process, relying on the foreign commerce. in such way an 
enlarge ment of the influence of the peripheral domination of the 
imperialist centres took place: fundamentally Great Britain, United 
States of america and Germany. The third cycle of the expansionist 
wave of the capitalist long cycle, which goes approximately from 1894 
to 1914, was interrupted by the First World War and was reactivated 
between 1920 and 1929. it represents a milestone in the qualitative 
transformation of the process of internationalization of capital. 
it breaks up in the sphere of production. The export of capitals sums up 
with the export of goods as one of the essential aspects of the domina-
tion of capital, now transformed from simple industrial capital to 
monopoly finance capital. This capital export, supported by interna-
tional monopolies, represents a new phase of the international capital-
ist division of the labour between rich and poor countries.

This process has been completed with the economic division of the 
world by the great monopolist aggregates, and the territorial division 
of the world between the great powers, delineating the existence of a 
colonial monopoly that enlarged itself gradually from the end of XiX 
century to the beginning of the XX. in this phase there were hostilities 
between england, the USa and Germany, above all between the last 
two, for the world hegemony, because Great Britain could not keep, 
after 1873, the previous level of development, and was losing its domi-
nating role in innovations, undergoing at the same time a diminution 
in the growth rates of industrial production.

During this historical phase, the fundamental characteristic of the 
international capitalist division of labour could be appreciated in the 
mechanized consolidation of the technological production process in 
the so-called centre of capitalism. in the periphery, instead, in an 
important number of countries, the consolidation of phenomena 
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peculiar to backward economies takes place: mono-production, mono-
exportation and mono-market, poor and unilateral industrial techno-
logical development, phenomena which, through the unequal exchange 
and the other consequences of internationalization, transform the 
economy in a world context polarized under the influence of the world 
domination of capital.

The lengthened shockwave of the fourth long cycle of life of capi-
tal, which happens around 1945 and 1973, has its principal scenario in 
the new accumulation model of the United States, even if Japan and 
some european countries (especially Germany) are gaining ground. 
at  the end of this period we can notice the consolidation of three 
imperialist centres. technologically characterized by the passage from 
the technological mechanized way of production to the automated 
one, but with the former still very important, such cycle allows the 
definitive intensive economic growth of the capitalist centre and 
favours an internationalization process of the productive capital cycle 
guided by the transnational enterprises. Such process can be distin-
guished not only for the levels of quantitative proliferation of the  
multinational enterprises, but fundamentally for the fact that these 
enterprises are deeply interrelated by means of national and transna-
tional capitals. This for the first time leads to a conception of capital-
ist  reproduction as an international process. For all these reasons,  
this internationalization development stage goes under the name of 
“transnationalization”.

During this phase, the accumulation model is based on the Keynes-
ian recipes; new dimension and quality relationships in the capitalist 
international work division are weaved together.

The structural crisis which provoked the long depressive phase, 
which starts approximately from 1973–74, even if some hints can be 
found also in 1971, with the end of the Bretton Wood agreements, con-
ditioned a gradual process of economic restructuring which embraced 
both aspects of the restructuration of the productive relations and 
aspects of the comprehensive socioeconomic relations, which will con-
tinue to acquire international character.

This gradual process of restructuration, which manifested itself in 
the last decades, constituted the scenario of a transition from the tech-
nological mechanized way of production to the automated one, and at 
the same time the complete manifestation of a new stage of existence 
of capital’s internationalization and of the international capitalist 
labour division.
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2 Such formula of investment looks after various needs, like “the impossibility to 
produce sufficient quantities in the origin country, particularly for what concerns the 
primary sector, for reasons connected to the lack of natural resources; the impossibil-
ity to sell sufficient quantities in the destination countries for reasons both connected 
to the nature of the products and connected to the protective barriers; the possibility 
to benefit of the compared macroeconomic advantages of the settlement countries, 
particularly in the developing countries, which generally present low wage costs” 
(Lafay 1996: 40–41, translated from the italian edition).

3 in other words, “such investment is made with the purpose to acquire decisional 
power in a foreign emprise. it comprehends new plants, fusions, current acquisitions 
between the mother societies and their foreign branches, and other than that a part of 
this investment can assume the form of acquisition of quotes of the society capital” 
(eurostat 1995; 241 translated from the italian).

The acknowledgment of the objective existence of long alternate 
accelerated and decelerated waves of development as a normal and 
regular characteristics of capitalism allows us to realize the emptiness 
of all the triumphal pro-globalization and pro-externalization claims 
about capitalism, and allows us to realize that we are living a process of 
double importance in capitalism’s existence: the full development of 
the imperialist phase, configured by global competition, and simulta-
neously the formation of the material base for its necessary substitu-
tion with a more evolved economic regime.

Simultaneously to these processes, we witness a new phase of the 
system of contradictions typical of capitalism, in particular of those 
between wealth and poverty, technological development and unem-
ployment, technological development and the ecosystem, which  
can be better expressed in terms of conflict (capital-labour, capital- 
environment, capital-rights) but at the same time in the valorisation of 
the universalization of the social relations of capitalist production.

it is necessary to point out how the phenomenon of internationali-
zation is enacted through international commerce and the direct and 
productive foreign investment, through which a certain enterprise 
acquires the characteristics of a multinational by creating or acquiring 
production branches in different countries.2 Direct investments in for-
eign land (DiF) are pursued practically by those enterprises which 
want to expand in other countries through the creation of a new pro-
ductive establishment or acquiring the participation quotes of already 
existing companies.3

it is not by chance that the attention is directed in a specific way at 
the international dynamics of commerce and investment, whether 
they are portfolio investments (more closely tied to the financial- 
speculative aspect), or they are direct foreign investments oriented to 



134 chapter ten

4 Cf. over this argument Walter rodney (1972), who helps us reminding that colo-
nialist capitalism is a result of european and not of northern american imperialism.

the control of a company (more related to a productive nature). The 
successive analysis relies on these dimensions of the international 
economy because they are the ones which more than anything else rep-
resent the economic dimension of imperialism.

The Role of International Trade

The conditions of the enlargement of the competition on an interna-
tional scale are easily visible and material. They are historically identi-
fied in the success and diffusion of the informatics and telematics 
technologies, and in the global diminution of transport cost, which 
permit an easy movement of commodities and determines the abso-
lute convenience of the delocalization of production in contexts more 
favourable to capital. (various authors, 2003: 11).

it is not only through the movement of the financial interests that we 
can identify the flux tied to the imperialist relations. international 
trade transformed itself during the XiX century becoming the system 
Great Britain privileged to impose to the colonies the mechanisms of 
international appropriation of value, destroying in the process their 
productive capacity to favour the english manufacturing exportations, 
and imposing an international division of labour to the benefit of the 
capital accumulation of the British enterprises.4

in the transition from competitive to monopolist capitalism, from 
1876 to World War i, the world industrial production quadruples itself 
and industrial exchanges triple their volume, while the world popula-
tion increases of more than 25%.

in this period the increment in international commerce is parallel 
between the industrialized centre, which exchanges handmade prod-
ucts, and the colonies and dominated countries, which export raw 
materials.

in the period between the two world wars there is a series of events 
which affect international trade negatively: monetary crisis, galloping 
inflation, devaluations, alterations of the international monetary sys-
tem, the 1929 crisis, the depression of the 1930s, protectionism and the 
block of international commerce. However, the weight of commerce 
from the periphery to the centre grows, even if at lower rates than in 
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the period before the first world war, as a consequence of the necessary 
supply of the industry of developed countries.

after WWii, colonialist imperialism is substituted by new political 
and economic relations which allow the old colonies to achieve formal 
independence, contemporarily to the establishment of new bonds of 
dependence and domination, weaved by the new dominant power, the 
United States.

in the new post-colonialist imperialism, the ideology of free com-
merce has a central role in strengthening the international division 
of  labour of imperialist origin. at the same time, the existence of  
anti-capitalist revolutionary processes, which subtract a substantial 
part of the world territory to the dynamic of capitalist accumulation, 
helps the economic ideology in the invention of a new discourse in  
the 1950s, quantitative development, as a surreptitious way aimed at 
the growth and improvement of wealth in the countries of peripheral 
capitalism.

The failure of the strategies of capitalist development of the periph-
ery was clearer after the crisis which devastated Latin america and 
africa during the 1980s.

in parallel, in South east asia developed, in the context of the Cold 
War between capitalism and socialism, a regional industrialized pole 
(in countries like taiwan, South Korea and Singapore) based on north-
ern american help and on Japanese investments, and on the start of an 
accelerated accumulation process centred on forms of protective State 
capitalism, which supplied resources.

The UNCtaD5 statistics allow us to identify the structural evolution 
of world trade by regions and groups of countries. The participation in 
world trade is very unequal; the central countries concentrate the 
60–70% of the world commerce, and the peripheral countries around 
25–30%, while the socialist countries represent a 10%. The trade 
between developed countries realizes a 70%, while the exchanges with 
the periphery represent a 25%, and with socialist countries a 5%. in the 
decades between 1960–80, even if the value of international trade 
increases by ten, its volume increases only by three, reflecting a sub-
stantial growth of the price of exportable goods, deriving for the major 
part from the developed countries.
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6 On this cf. Martufi, vasapollo (2000a); Casadio, Petras, vasapollo (2003).
7 Sale at lower price respect the cost price (subsidized selling prices).

Since 1980, we witness a restructuration in the international  
division of labour, in which we do not find any longer a marked 
 specialization for productive sectors. in effect, since 1980 the hand-
made products represent a growing percentage in all of the peripheral 
countries, both in those with a sustained development and in those 
with lesser development.

Between 1980 and 2002 the volume of world trade is increased 
threefold, as in the previous twenty years, and its value multiplied  
by 3,1: the unitary value of the world commerce, that is, does not  
grow. The reason is in the change produced in the international  
division of labour in the age of the so-called “globalization,” started 
with the 1980s.

in the new international division of labour, space is occupied by the 
multinational enterprises that can divide the production process delo-
calizing it with the new technologies which permit the fragmentation 
of productive processes, to make profit from the cost differences of the 
labour force. in this way we have a new, true proletariat on a world 
scale, in strong international and inter-sector6 competition.

The strong increase of industrial exports of the peripheral countries 
derives from their insertion in the “world factory” designed by the 
multinationals, in which the plant localized in the poor countries is the 
one in the worst shape, which uses more workers, but which contem-
porarily realizes less added value, with the lowest wages and the high-
est exploitation rates.

as evidenced by the data of the unitary value of exports, the periph-
eral countries are the ones which suffer a decrease of the unitary added 
value in the last years, included the principal manufactures exporters. 
On the contrary the developed countries, in spite of the dumping7 
prices applied to their agricultural exports, increase the unitary value 
of their exports with respect to the 1980s.

Such changes in the international division of labour and in the 
advantages gained through commerce by some countries, make us 
wonder about the foundations of the theory of international trade, 
which remains substantially the same enunciated by David ricardo in 
1816, in the vii chapter of his Principles of Political Economy and 
Taxation. Criticizing this theory will permit us to establish the princi-
ples of imperialism in matters of international commerce.
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8 a critical analysis of the neo-classical model in Gerard Destanne de Bernis (1987, 
ch. i; iv; X).

A Critique of the Theory of International Specialization through Trade

The traditional concept of “capital” considers, differently from land 
and labour, the realized production means. a capital endowment 
found in many HOS analysis is simply given in quantity; it is appar-
ently about a homogeneous input and often does not consist in pro-
duction means, because the only productive sectors are sectors of 
consumption goods. However, a capital endowment is not the same 
thing as a land endowment, and then the properties of a HOS analysis 
with a given endowment of capital cannot be the same with a given 
endowment of land, for the only reason that “capital value” is definable 
only in terms of relative prices, which are solved within the analysis.

in this way it is not so clear what it means that a country has an 
endowment of capital of a given value; which unit is used to measure 
this endowment? even if these conundrums could be solved, there is 
no reason for the capital-labour relation of any sector to be inversely 
proportional to the profit rate; it is not necessary either that between 
two goods it is the relative price of the more capital intensive to 
increase, increasing the profit rate.

in other words, two of the primary properties of the HOS analysis, 
based on land, cannot be transferred by analogy to the version based 
on a given endowment of capital.8 Consequently, the HOS theory does 
not have much to say about the growth of production and commerce 
which depends on the increment of the investments - capital goods. 
The HOS theory does not help understand the effect of the behaviour 
of consumption on trade.

The HOS theory is still the received wisdom in economics to inter-
pret international trade. We must add, however, that many scholars 
contributed alternative approaches of various degrees of completeness. 
They go from the so-called theory of availability or the theories of 
income effect (for example the Linder theory and the Barker theory)  
to the more well-known theory of the product cycle. This last, created 
by Hirsch and vernon, explains how every product realizes its life cycle 
in three phases:

1. The introductive phase of the new product
2. The phase of development or maturation
3. The phase of standardization or maturity
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according to such theory, due to the fact that not all countries have 
the same possibility of access to technology, they will specialize in the 
production of a certain kind of goods and will export them, basing on 
their capability to apply technologies to the creation of new products. 
Generally, the countries with a high level of industrial and technologi-
cal development will produce and export goods that are in the first 
phase of production of their life, that is recently invented products; 
countries with an intermediate level of industrialization will produce 
and export goods that are in their second phase of the life cycle, the 
maturity one; finally, the developing countries will produce and export 
goods in the third phase, the standardization one.

Despite the theory of product cycle attributing a particular impor-
tance to the level of technological knowledge reached by a country to 
explain its position in the international exchanges, it cannot be used to 
explain technological gaps and economic backwardness.



1 This innovative approach to Marx is recognized even by his honest opponent, 
Mark Blaug (1995).

2 It should be noted, however, how socialization is informed by the capitalist 
parameters.

Chapter eleven

InternatIOnal eCOnOMIC relatIOnS FrOM  
the pOInt OF vIeW OF the theOrY OF IMperIalISM

Marx’s Approach

The central point of Marx’s economic theory is, as it has been showed 
so far, the analysis of the tendencies of capitalism, regardless of the 
will  and conscience of men. Marx discovers the internal economic 
laws on which capital circulation is based and, on this basis, he proves 
the historical limit of the capitalist system and the inevitability of  
the success of socialism. Since the conditions are not fully developed, 
Marx describes the transition to socialism as an historical tendency  
of capitalist accumulation (Section vII, Chapter XXIv of the first book 
of Capital), and argues that capitalism inevitably leads to the expro-
priation of the expropriators on a global scale. In Marx’s analysis it is 
possible to identify some key points for interpreting international 
relations:

a. The continuous centralization of production and capital. as a result 
the number of business magnates of capital1 constantly decreases.

b. This process creates “the international character of the capitalist 
regime”.

c. In these historical conditions the monopoly of capital is turned into 
the engine of the regime of production. The centralization of the 
means of production and the socialization of labour get to a point 
where they are incompatible with respect to their capitalist frame-
work.2

Since social practice is the criterion by which the accuracy of theoreti-
cal principles is measured, new fundamental phenomena that arose 
within the capitalist system, should be examined.
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3 Cf. Morales (2004b).
4 here is recalled that, according to the ‘traditional’ classification of different types 

of market, it is divided into: a) competition b) a monopolistic competition; c)  oligopoly 
d) monopoly. Sub types b) and c) are called ‘imperfect competition’ markets.

although these phenomena do not change the essence of the way 
production is pursued, it is essential to decipher the ‘undergrowth’ of 
new forms that work as scaffolding, a superstructure of the old capital-
ism, hiding it even more. The Imperialist phase does not expose the 
essence of capitalism, but makes it more complex and hides it behind a 
facade that we can call of ‘second degree’. The essence of the birth of the 
monopolist phase is integral part of the mechanism of capitalist accu-
mulation analysed by Marx in section vII of Book One of Capital.3

It is important to draw attention to the fact that free competition 
occurred right from the pre-monopolist capitalism as the antithesis  
of a monopoly,4 and that it gave the capitalists, who benefited from  
a temporary monopoly, the privilege of permanently enjoying extraor-
dinary profits. It is incorrect to say that monopoly is the antithesis of 
competition.

as Karl Marx himself states, “The monopoly produces competition, 
the competition creates a monopoly. The monopolists compete with 
each other, the competitors become monopolists” (Marx 1974: 149).

Formation of Financial Capital ‘Kf ’

Fictitious capital creates the possibility of merging industrial capital 
with banking capital under a single, new monopolist unit, since the 
industrial monopoly capital and the banking monopoly capital become 
functional forms of existence of finance capital. In the capitalist sys-
tem, capitals invested in industry and banks cannot absorb or dissolve 
one another, so they maintain an independent existence within their 
processes of reproduction and circulation. all this proves that even if 
finance capital is fictitious, it exists primarily as monopolized financial 
capital.

The fusion, as a structural union in a single monopoly, is essen-
tially done in terms of fictitious capital, even if its foundation is real 
capital. Monopolized fictitious capital often relies on securities that  
are managed by bankers before becoming property of the owners,  
and banks keep on managing it even after the owner received them. 
a considerable part of the fictitious capital of industrial monopolies is 
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5 liodakis (2005), in an interesting argument on globalization and imperialism, 
argues that some of lenin’s theses and some of his methodological settings have been 

found in the direct ownership of banks and it becomes part of actual 
capital.

The combination of a banking monopoly and an industrial  monopoly 
can be obtained without joining them into a new monopolist  structure. 
It is sufficient that there is a tight union validated by financial ties, by a 
community of big shareholders, by the personal union of  management, 
etc. These are very tight ties and there are levels of subordination, 
established between the functional forms of finance capital. So they are 
ties that are based on indirect relations that are both stable and flexible, 
long-term relations of reliance for the ownership of shares. lenin, tak-
ing into account some of the features of finance capital, observed that 
it was a particularly flexible and mobile one, but also impersonal and 
detached from direct production, that lends itself to concentration and 
can easily be combined through the forms of participation. all these 
phenomena occur in the transitional period of free-competition capi-
talism, but still not as dominant forms.

Lenin’s Theory of Imperialism

lenin’s theory of imperialism resulted from the need to interpret the 
new phenomena of the development of capitalism. lenin developed an 
intense research that was summarized in his Philosophical Notes 
(1914–1916), in his Notes on Imperialism (1915–1916), in his book 
Imperialism, the Highest Stage of Capitalism (1915).

nowadays, in the midst of the processes of the so-called neoliberal 
globalization, the underlying structure of changes that have occurred 
during the 1980s and, more generally, in the last 25 years, in a period 
of full development of capitalism, after socialism has been defeated in 
europe, Marxists are facing a task which is almost similar to the one 
lenin himself had to face. It is necessary to read the current events 
from a scientific alternative perspective rather than from the neoclas-
sical right wing (and left wing) points of view. an updated interpreta-
tion of the imperialistic phenomena requires a methodological tool 
that can be found in Marx’s dialectic, but also in lenin’s application of 
the theoretical principles developed by Marx and engels, on the 
monopolist stage of capitalism.5
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First of all, lenin introduced some basic philosophical aspects. 
among those concepts, developed in his Philosophical Notes and in 
Materialism and Empirico-criticism, there is one that is of great impor-
tance in terms of the research on imperialism. It refers to the study and 
conceptualization of “essence” as a philosophical category. lenin 
developed the theory of “levels” or “degrees” of the essence, vital in 
order to understand what is imperialism or the monopolist stage with 
respect to capitalism as a way of production and what is a monopoly, a 
key concept of the new stage, compared to the exploitative essence of 
capitalism in his new historical period of development. This problem 
was “solved” by lenin along the following considerations:

a. Imperialism is, at the beginning, monopolist capitalism, the result 
of the high level of concentration of production and capital obtained 
by a small group of major capitalist powers;

b. imperialism is nothing but a superstructure of the old capitalism, so 
the first does not exist but on the second’s structure, it does not 
deny it mechanically, though it does in its dialectical sense, which 
means by overcoming or supplementing it in a new and higher his-
torical period of development;

c. therefore, monopoly does not deny competition, but exists on it 
and with it. It overcomes it and at the same time contains it. Monop-
oly and competition thus form a dialectical indissoluble unity;

d. monopoly, therefore, does not deny the innermost essence of the 
way production is achieved, but expresses it on a new level of devel-
opment; surplus value and the monopoly thus become two levels or 
degrees of the essence of the way of production;

e. therefore, monopoly is nothing but a second degree economic 
essence of the form of production, an essence contained in each 
fundamental economic feature of the new stage.

It is important to make clear what neoliberal globalization currently is, 
with respect to imperialism: whether it is a completely new moment in 
imperialism or whether, while presenting us with new phenomena, it 
is merely a continuation of those trends that were already contained in 
the imperialist stage (what we have been defining, for many years now, 
as global competition in the sense of the current configuration of the 

overcome. he criticizes the excessive emphasis placed on the issue of circulation, mis-
treating the productive one, and also the special attention to issues related to inter-
state rivalries, leaving on the background the conflict between capital and labour.
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6 The term ‘globalization’, unless considered as simply a name, is not reliable. 
Galbraith says that this is an american invention for hiding the policy of foreign  
penetration. James petras (2003), in his recent work, is even more explicit. according 
to his point of view, we are not facing a symmetric globalization but a form of imperi-
alism which, in its latest variants, takes neo-colonialist features. It should be noted how 
petras, unlike many intellectuals, including those of the radical left wing, proposes the 
imperialist nature of two other geo-political-economic entities: europe and Japan, in 
addition to the U.S. read the first chapter of the aforementioned text. Such theses 
coincide with what we have been claiming for years (vasapollo, Casadio, petras, 
veltmeyer 2004; arriola, vasapollo 2004, Casadio, petras, vasapollo 2003).

capitalist globalization).6 It is not difficult to find interpretations that 
have claimed the term “Imperialism” to be obsolete, since it does not 
represent any longer the phase that capitalism is currently going 
through or because, unlike capitalism in the 1980s, the current phase 
appears to be a regime of production with “human traits,” which has 
eliminated what previously could have been the subject of criticism. 
These issues will be further discussed later on in this work.

The structure of lenin’s work on imperialism does not resemble that 
of Capital, since the problems studied in it are generally new, and it 
goes beyond the mere continuation of the study and research on the 
concept of capitalism. The work was written under the tsarist censor-
ship in order to be divulged, which limited its contents to political con-
clusions. Yet, it would be a mistake to separate the work of Marx (and 
engels) from the work of lenin: both represent the main body of 
Marxist research in the field of political economy as a science. lenin 
began his research on imperialism starting from Marx’s most impor-
tant scientific discovery from a concrete analytical point of view: the 
fundamental economic traits that are adopted by capitalism in the new 
historical phase of its development.

This allows a characterization of this moment as a stage.
The countries involved were england, France, Germany and the 

United States. as Marx had already supposed, in those countries the 
concentration and centralization of production and capital had led to 
the control by a small group of business magnates. The financial oligar-
chy had usurped and monopolized all of the benefits of the socializa-
tion process produced by the historical development of capitalism.  
In lenin’s work the internationalization of the capitalist cycle, as a 
result of the process of concentration and centralization of money and 
production, does not stay within national boundaries, but starts the 
process of capitalist internationalization; such process expresses very 
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clearly the way in which wealth and power are even more concentrated 
when it comes to the birth of the dominance of monopolies.

This is the movement of the capital accumulation process onto an 
international level, with such a high degree of concentration of power 
that it gives rise to a phenomenon of economic differentiation between 
a financial oligarchy (the apex) and the rest of the bourgeois class. Such 
a phenomenon has political correlations, which can be briefly analysed 
as follows. The first and most important feature is the historical ten-
dency of capitalist accumulation. Between the end of the 19th century 
and the beginning of the 20th century, large-scale production reaches 
its peak stage, and the exchange creates an internationalization of eco-
nomic relations and of capital, transforming it. This analysis of inter-
nationalization is essential in order to understand the birth and 
development of the “mechanisms of transition” of cyclical impulses 
from the centres of developed capitalism towards the rest of the econo-
mies of the system.

lenin necessarily has to evaluate what place capitalism deserves in 
history, and should not revert to the laws already discovered by Marx. 
Conversely, he is suggesting that the basic aim is to reveal the influence 
and the effects exerted on capitalism from the changes occurred in its 
economy in the late 19th and early 20th centuries, this being the final 
transition of the whole mode of production to a higher stage of its 
development: a process in which production did not undergo any 
changes. It is, therefore, an analysis of new things that occurred after 
Marx’s work, Capital, but not from a linear historical perspective. Such 
a process will not end until capitalism has run out of all its resources 
for survival. The way in which capitalism will leave the historical scene 
represents a very important matter and a real challenge for humanity.

Therefore, the contradictions discovered by Marx will not disappear 
within imperialism but will continue to develop. also the struggle for 
the survival of the system of production and the social system as such 
will keep developing, even at the international scale.

The years between the late 20th and early 21st centuries, after the fall 
of socialism in eastern europe and the USSr, served as confirmation 
that neither socialism lost its chances of serving as social alternative, 
nor capitalism has achieved such a success that could turn it into an 
eternal social regime. Just by observing the huge inequality and those 
conflicts determined by the current stage of capitalist world develop-
ment that have now become structural phenomena, the reasons for the 
necessity of socialism, are still valid, provided that the objective condi-
tions organized the right revolutionary subjectivity.
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The U.S. as an Imperialist Economy

In 1894 the United States already occupied the first place in the world, 
for the volume of its industrial production. In the aftermath of the sec-
ond World War, that the U.S. won, its economic dominance is sup-
ported by a new world order, whose structure remained almost 
unchanged until September 11 2001.

The economic crisis of 1929–33 was an extraordinary experience for 
all the capitalist countries, but particularly for the United States, and 
represented a “watershed” for economic policy. It marked the birth of 
the “new Deal,” which overturned much of the past economic and 
political beliefs: there was a conversion to the massive interference of 
the state in the economy. This passage was neither painless nor flat, and 
had to face the strong opposition of the capitalist class.

Keynesian ideas began to gain ground over the neoclassical eco-
nomic thought that had been in force until then. Between 1937 and 
1939, once the largest economic crisis in the history of capitalism 
started to be overcome, though it was the war that actually changed the 
course of the previous economic cycle. From 1945 on, an expansion, 
for reasons linked to the process of recovery of the capitalist econo-
mies torn down by the war, began. It was during the period after 1945, 
and as early as 1944, that, with the Bretton Woods conference, the 
United States became the central capitalist power of the (imperialist) 
system on a global scale.

More than 90% of the goods that could be then marketed could be 
purchased with U.S. Dollars and thus the dynamics of real trade desig-
nated the dollar as the center of the monetary system. The dollar thus 
occupied a place that allowed it to carry out its monetary and basic 
financial duties: cash in all currencies; means of payment in the inter-
national trade, international resource and form of hoarding.

The Marshall plan, with which the United States contributed to the 
financing of the reconstruction of what had been destroyed during the 
war in europe, was to improve even further the north american inter-
national economic position. The USSr was excluded from the plan, 
and could not benefit from the United States’ interventions. The north 
american economy kept on producing at its most, both to provide 
support for the third front and to finance the recovery of its allies’ 
economies. This became a negative paradox for this superpower since, 
while the allies recovered and also renewed their production system, 
the american economy continued to produce on the basis of the same 
technological potential with which they had at the start of the war.
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nevertheless, this situation represented a short-term advantage for 
the U.S., which started to fade as the allies completed their recovery 
process in the mid-1950s.

Meanwhile the United States’ only interest was to maintain that eco-
nomic hegemony that the country had benefited from until the mid 
1960s. This is the paradox of the United States’ plan to dominate the 
economy that emerged from the second world conflict. It was a hegem-
ony that, as everything seems to point out, did not respond to the 
power of the american economy during the twenty years following the 
post-war period, but to the almost nonexistent competition that char-
acterized that period, and the weakness resulting from the devasta-
tions, caused by the war, of the economies that should have competed 
with the United States.

Economic Imperialism

Despite the changes, capitalism retains its structural identity and con-
tinues to play an historical role in the logic of capitalist global accumu-
lation. The political and economic features and connotations that 
imperialism already presented during the First World War keep on 
being valid. essential economic key features that were defined by 
lenin, instead of dissolving, have strengthened. The concentration of 
production and capital, the domination of the monopolies, capital’s 
export, financial capital and the division of the world into different 
spheres of economic and political influence continue to grow.

even the relationship that had already been analysed by lenin, 
between imperialism and war is more present than ever.7

neoliberal globalization, the current stage, has emphasized the 
structural asymmetries within the system and by a small group of 
imperialist powers, which strengthen their ability to control wealth 
and to hegemonize trade and financial flows. It has also strengthened 
imperialist domination and highlighted the submission of peripheral 
capitalisms, and that of the subaltern classes and groups that represent 
it all over the world, enhancing the control of the financial oligarchy.

This transnational oligarchy that operates on a global scale controls 
politics and has almost become a “global government”.
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Imperialism implies, today more than ever, the international organi-
zation of markets, of nation States and of ruling classes, in the fight to 
overcome its historical limits under the direction of an international 
bourgeoisie, presided by the most developed capitalist centres, and a 
tendency towards military and political hegemonization of power by a 
single, both imperialist and imperial power: the United States of 
america. however, from an economic and financial point of view  
and less on the political-military level, we can clearly identify a global 
competition with at least two other imperialist poles, in addition to 
that of the US dollar area: the euro area, of the european Union, and 
that of the Yen or, better, of the new asiatic currency that is being 
constituted.

The economic features of imperialism analysed by lenin between 
the 19th and 20th centuries, far from disappearing and turning into 
their opposite, developed to unexpected levels. The first important 
change occurred with the passage of the supremacy internal to the 
capitalist system from Great Britain to the United States. This process 
fully evolved between the First and Second World War. Therefore, the 
role of leading the economy went from europe to the U.S.

hence, the objective conditions for a world economy (markets, pro-
duction volumes, transportation technologies and distribution) were 
practically ealized with the end of he Second World War.

after the Second World War, the history of capital was at a contro-
versial turning point: was it necessary to take the world economy to 
another stage or rather to continue with the system of international 
relations between nations, which was a hierarchical one and had an 
hegemonic power?

This was the question that started a major political debate on the 
structure of the post-war Western World, whose most significant dis-
cussion was the new financial and monetary order. as it is well-known, 
at the end of the debate no world currency was created, but a global 
order through a national currency was set up: the US dollar, elected as 
a guide in the international exchanges. This order was given the name 
of Bretton Woods.8

This supremacy of the United States was absolutely hegemonic 
between 1945 and 1965 (no more than 20 years), although the USSr’s 
possession of nuclear weapons made it relative. nowadays the U.S, 
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has no economic hegemony, but a political-military one. This situation 
shows that imperialism has a dynamics that no power is able to occupy, 
as in the case of Great Britain, which was replaced by the United States. 
The system has no longer accepted a hegemony in economic terms like 
that of the United States during the 1960s. This means that the capital-
ist system tolerates political and military supremacy, but does not 
accept the same level of submission to a single power at an economic 
level.

This incomplete hegemony, in the present situation of deep crisis, 
seems to be a condition for the capitalist powers to reopen war sce-
narios in order to redistribute the world’s economy and territory. 
everything seems to show that this situation will persist, since none of 
the capitalist powers can gain supremacy both at the economic and 
political-military levels, at the same time. Far from representing a 
problem for the anti-imperialist struggle, this becomes an advantage: 
the current position the U.S. is in decline.

The intention of the north-american administration to subdue and 
drag the rest of the capitalist powers to its positions on foreign policy 
is coming across two big obstacles: on the one hand, economic compe-
tition, which tends to tighten, and the danger that this imposition 
holds for those who cannot see war as the solution to their problems or 
for those who do not want to bear the costs of the conflicts. This is 
exactly the dynamics that have recently started to appear: US policy is 
being questioned by some of its allies. It is telling that only one power, 
Great Britain, has blindly followed the U.S. until now. The rest of the 
countries seems to be moving away, since the actions of the U.S. are not 
appearing successful.

The second most important change of the last few years (from  
the early 1980s) was the transition from the Fordist-Keynesian stage, 
which had as its technological foundation the engineering-automobile- 
petrochemical industry, to the new technological paradigm, which has 
its foundation in the so-called computer-electronics sector.

Such changes highlight the fact that global competition neither 
homogenizes nor balances those relationships of interdependence 
which some expected people to believe in, but leads to a controversial 
and unbalanced system, intensifying the action of the law of unequal 
economic and political development. In particular, in South-america 
the situation has begun to be characterized by a growing opposition to 
neoliberal globalization and an intensification of the anti-imperialist 
struggle. The transition to the new technological paradigm did not free 
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the capitalist economy from the problems of the cycle and the eco-
nomic crisis.

The capitalist economy keeps on having the same behaviour that 
benefits from the progress of the scientific revolution on the basis of an 
increase of the working masses’ exploitation.

Strategies of Economic Imperialism

Productive Chains

In the last few years, a new concept has been spreading in production: 
the concept of “vertically integrated production units”. This term 
denotes a set of operations of transformation that allow the production 
of goods and products in different forms with respect to the Fordist-
taylorist period, finding synergies and affinities between the various 
stages of production, in order to identify and stimulate the areas sub-
ject both to competition and to global competition and with a high 
value content.

The great industrial and financial capital, once abandoned the old 
organizational model which provided an “organic” structure of the 
company including within itself all the phases of production (from  
the production of knowhow and the design, to the assembly line and 
the cleanup crew), has begun to adopt a policy of outsourcing of vari-
ous functions and stages of the entire working process, delegated to 
entrepreneurs who are legally independent, but economically and 
financially controlled.

The international vertically integrated production units, in particu-
lar, have a pyramid-like structure which, through complex relations of 
participation or commission, allows financial capital to de facto man-
age huge economic, productive and financial groups. The financial 
control of the parent company ensures the economic, strategic, deci-
sional control/power over the whole group’s policies.

The vertically integrated production units are a structure that col-
lects minor capitals that would otherwise be outside the centralizing 
logic of large oligopolistic capital: scattered, isolated and in hostile 
competition, risking to perish in vain.9 In this way they can be regained 

9 Compared to their useful and productive function in the logic of a chain. For 
further technical and industrial analysis among others cf. Breaded, Golinelli (1991).
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to the logics and structures of the accumulation of large financial capi-
tal. Therefore some real ‘integrated structures’ of value (the value 
chain) are created, where the central power is firmly held by financial 
capital (monopolist and imperialist).

International Zones

In addition to the new planning of the vertically integrated production 
units, in these last years the development of some kind of industrial 
districts of international significance has been witnessed: these are 
national or transnational area clusters of companies integrated with 
each other into vertically integrated production units. Industrial dis-
tricts of an international character should not be considered as local 
national independent systems which are firm and stable, since they go 
through many internal tensions. Some districts have finished their 
cycle and disappeared, others have adapted. as with the national local 
districts, there may then be different types of districts of international 
significance, depending on the degree of technological advancement 
of productions, the age of the district, of the nature of the relationships 
between companies, etc.

however, there is a tendency that seems to unite the various types 
of  districts, which consists in their transformation through the col-
laboration offered by groups of companies that become a reference 
and clot point of ‘international networks’ of enterprises. The compa-
nies of the districts are organized vertically in order to operate through 
external economies that allow to be competitive even when the size  
is reduced. In this case, the strategic relationships that affect the 
trade areas are usually outside the district and have a growing trans-
national character. The company tries to control trading policies 
through management forms associated between subsidiaries in differ-
ent countries.

It should be noted that if new players come from the outside, espe-
cially if they come from other countries, changes in the shape and 
functioning of the district can be caused. an example is provided by 
the acquisitions of companies located in the district by outside firms, 
also through FDI, especially if these companies are large in size: in this 
case a concentration process is to be faced. This is a process, which also 
has an international character that has been planned vertically and  
can give rise to many problems in a phase of interdependence. 
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10 On the origins, functions and performative power of the new lifestyles of the logo 
cf. Klein (2003).

For  example, it is difficult to understand what are the boundaries 
between different vertically integrated production units or between 
some of their constituent elements, especially since they have a trans-
national character.

In such cases, the aim of the companies that are part of the vertically 
integrated production units is not to have ownership control of the 
largest part of the production cycle, but to secure control of part of it 
and of the international chain. This happens through the incoming 
and outgoing flows of the foreign direct investment (FDI) of different 
countries. So the essential pivot of the chain lies in its “strategic center 
of gravity,” which at the international level means the country where 
the headquarters of the parent company are located.

It is interesting to analyse the phenomenon of the industrial districts 
and the international chains in order to monitor the progress and 
trends of the market in the last decades and to interpret and represent 
the dynamics of the “relocation” abroad of productive activities (espe-
cially manufacturing activities and areas of new technologies, in par-
ticular computer science technology).

Patents

a powerful tool of “legal guarantee” of mono/oligopolistic positions 
is  represented by the patent. In a society in which everything needs 
a  patent, logos have turned into a part of people’s daily life, so that 
they are considered symbols just as many others are.10 This hides the 
ruthless struggle between capital and constitutes a precise, guaranteed 
principle of exclusion as effective as a law (also international).

The license assignment agreements, that are effective after a sum of 
money has been paid, are basically grants of temporary exploitation 
rights over patents, trademarks etc., and are technological agreements. 
The sub-supply, subcontract and co-production agreements may be 
included among the productive kind of agreements.

Of course, the rules on patents have some theoretical limits with 
respect to the appropriation of goods. to be patentable, knowledge 
must be characterized by the quality of “novelty” and by the “non 
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11 For a further study of the issue cf. Martufi, vasapollo (2000b).
12 The subject is analysed in detail in Martufi, vasapollo (1999).

 evidence”: this allows to distinguish the invention, result of human 
ability, from the discovery, which may be due to an accident and may  
be due to the creative activity of nature rather than to that of a person. 
For these reasons, a machine is patentable, but a new botanical species 
discovered by a researcher is not.

So the patent nowadays represents a new form (title) of private 
(intangible) property of the means of production and products.

It allows the company that holds the property title to exercise its 
control on the idea, the project protected by the constraint of free 
reproducibility. This should be related to the logical articulation of a 
process of strategic formulation of deviant nomad communication by 
the Profit State, which needs a critical accumulation of information, 
followed by phases of operative synthesis and verification in which the 
operational level of social control is outlined. The moment in which 
the strategy of control is actuated through the decision-making pro-
cess of the various institution, also local, displaced all over the terri-
tory, has now arrived. That is how the patent means control and 
capitalist production of the social intelligence.11

We can now discuss the most delicate phase of the whole scheme, 
which implies the means of communication of the strategy of control 
that must be shared and assimilated by the entire social body, in par-
ticular thanks to the communicative intellectual capital that conveys 
consent in the form of real control of a totalitarian nature. The descrip-
tion of the strategic control of thought, which constitutes the backbone 
of the activity of the generalized social factory, is determined by the 
setting of the objectives and the choice between one or more compo-
nents of the strategy among many possible alternatives. This implies a 
structural separation between the subjects to be involved and the insti-
tutional levels involved, that is the different fashions, central and local, 
in which the global Profit State appears.

Therefore, if the high-level institutions are in charge of the strategic 
thinking, becoming a role model with respect to the decisions and the 
actions, the implementation/operational plans are often tactical, and 
involve the local institutions, the sections of the Profit State and the 
business subsystems of the factory which is socially widespread on the 
territory.12
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13 David laibman (last 2005) has been developing a comprehensive stage theory of 
capitalist development based on the principles of historical materialism, a theory 
aimed at scanning time on high levels of abstraction, that is not linked to the mere 
empirical, historical, contingent data and that tries to delineate the evolutionary lines 
of the capitalist development, based on a thorough study of the nature of the way and 
motion of capitalist production.

Not Only the US; the Europole in Global Competition

Global competition characterizes this new stage of capitalism that 
could be summarized as competition and growth without develop-
ment, with no increase in employment. In the long run, it turns into 
“absolute impoverishment,” and requires the transformation of the 
bourgeoisie and the middle classes into marginalized social groups.

This phenomenon could be associated with the development of new 
technologies, especially computer technology and the data transmis-
sion devices, which allow increased productivity, declining employ-
ment and processes of displacement as we find ourselves in a production 
context which is less tied to the physical place and territory.

In order to reflect, study and act, it is essential to understand and 
interpret the data which identify this new phase of capitalist develop-
ment13 around the centrality of the international control, a control 
determined by the role played by new economic subjects of capital, 
economic corporations subjects and subjects-country, or better said, 
subject-pole, well defined areas of influence (the dollar area for the 
pole of the U.S., the euro area for the european Union pole, the asian 
area of the yen, etc.).

It is from such analyses that the fundamental phenomena that have 
led to a territorial redistribution of international control of the process 
of transformation can be properly interpreted. This happened starting 
from some characterizations that have become the dynamics of devel-
opment in the capital-labour relation, whose aim is social control 
internal to every capitalist country and external collision for the deter-
mination of the global domination through the widening of the areas 
of geo-economic influence of the three major international blocs.

The advantage of the north-american economy over europe 
depends on three factors: the control of technology, the flexibility  
of the system of credit that encourages a more rapid introduction of 
innovations into the production system and facilitates a greater level  
of credit, and a controlled and fragmented working class, so that next 
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14 Caracciolo (1997).

to strongly regulated areas (cars, mining, construction, transport) oth-
ers, especially those that produce workers consumption goods (tex-
tiles, nutrition, family services), are fed with an unbroken stream of 
immigrants who keep wages low and labour time high, which means 
high level of exploitation and low prices.

The european technological system is unable to articulate  public and 
private investment with the same efficiency as north america, where 
the public expenditure on innovations (from numerically controlled 
machine tool, to the internet, through computers or jet engines) occurs 
in private companies and is quickly transferred to goods of private 
consumption. The european economic system finds in its financial 
rigidity its main weakness, as repeatedly shown in many works by  
J. arriola (see, among others, arriola, vasapollo 2004 and 2005).

The construction of monetary europe and the economic and social 
problems related to it, coincide with the asian crisis.14

The international economy was deeply affected by the effects of the 
severe financial crisis that arose in Southeast asia. The disorder within 
foreign exchange markets, which began with the devaluation of the 
Thai baht, was quickly transmitted to the philippines, Indonesia and 
Malaysia, with repercussions on the most robust economies in the 
region, leading a wave of devaluations, local stock markets crashes and 
bank failures. The spreading of the crisis from Thailand to other econ-
omies in the region highlighted how financial markets, strongly inte-
grated and responsive. While it on the one hand may encourage the 
efficient allocation of resources, on the other it may enhance the risks 
of contagion between countries with imbalance factors that are largely 
common. The experience of South-east asia also stressed the close 
interaction between currency and banking crisis and financial globali-
zation, in a post-Fordist context characterized by restrictive monetary 
policies with consequences on the international level, dominated by a 
rupture of the previous balances.

Indeed, the disintegration of the Soviet Union and the end of bipo-
larity have spared a single superpower, the United States, and in addi-
tion have tempted the north-american capitalist model to interpret 
the end of ideologies as an authorization to impose its economic and 
political force, in a context marked by “unbridled capitalism”, in the 
certainty of its financial and technological superiority.
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The european countries have managed to rebuild a high economic 
level often in competition with the United States, which initially also 
promoted the european integration. The member countries convinced 
themselves of the necessity of constituting a monetary union only after 
the Fall of 1992, when they saw their first attempt, that had begun in 
1978, temporarily destroyed by the financial crisis that affected the 
whole international context.

The initial hypothesis assumed that through the Monetary Union 
europe could manage its own domestic demand, as the U.S. has always 
done, with an economic integration capable to optimize the best 
national economic performances, to be exploited on the continental 
level by limiting the power of Germany.

But the obsessive reference to the German model, which is part of 
the Maastricht hypothesis, is wrong: Germany is no longer a super-
power: the former GDr has proved to be a difficult resource to be 
managed. The unified Germany came out with larger population and 
bigger territory than those of the old Federal republic, but weaker in 
terms of political balances, economic structure, ability to rule itself and 
affect the world in terms of geoeconomic hegemony. Such an interna-
tional influence, with its hegemonic aims of economic blockade, espe-
cially of Central-eastern europe, must be fulfilled by the european 
geo-economic pole, under the name of “widening”, that is of the 
annexation to the eU of the former socialist bloc’s countries. The term 
“widening” is very generic and leads to an intensification of the com-
petition and conflicts among countries that wish to join the Union and 
among the most powerful countries that are already part of it. Within 
the eU, the most powerful countries are trying to expand their eco-
nomic and political territories into Central and eastern europe, 
according to their geopolitical priorities and historical and cultural 
inclinations, strongly determined to affirm the new european pole of 
international geo-economic nature.

The eU’s willingness to be the antagonist pole to the north-
american market, in a period when the U.S. economy, though forced 
and doped, has expanded, tends to significantly exacerbate the geoeco-
nomic war between the two economic blocs, and the crisis that hit the 
Balkan area and the Middle east area prove it. In europe, in particular, 
the activities of direct investment showed a strong acceleration since 
the mid-1980s, coinciding with the beginning of the economic integra-
tion process implemented by the single market with its strong com-
petitive purposes vis-a-vis the United States.
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15 On the political and economic european construction and its social impact, see, 
also provided with figures, arriola, vasapollo (2004).

The role of the eU, which is growing more significant, is determined 
not only by the constitution of the Monetary Union, but also by the 
very strong acceleration of productive investment oriented to those 
european countries of the ex-socialist area (which, together with the 
Mediterranean countries, are actually areas of active european compe-
tence). It represents the reason for the political-economic “widening” 
of Italy into the east which found its concrete accomplishment in the 
last fifteen years.

Since the Maastricht treaty was signed, the unemployment rate has 
increased, the economic growth stagnates, the welfare state is facing a 
crisis all over europe. The standards of life have gone down, the legiti-
macy of the political and economic choices, particularly in Italy, is 
being questioned even if no new, univocal, social-economic and politi-
cal line has been drawn in europe. The convergence criteria of the 
Monetary Union have as their main objective monetary stability and 
result from a monetarist, neoliberal policy which has as its central tar-
get the rate of inflation, looking for financial stability by reducing pub-
lic deficits of different countries.

So there is much truth in the european monetarist thesis of the 
external constraint, which imposed, with the Maastricht treaty, the 
only way to privatization, monetary policies and structural reform of 
the Welfare State. The citizens keep on being asked for strong sacrifices 
because of an external constraint, and not in their interests, or to meet 
their need for better jobs, income and social protection.

The external constraint undermines the legitimacy and the political 
and economic authority of the single countries since, if the centre of 
decisions is an uncontrolled, not democratically elected place (see var-
ious international institutions), it is not clear, in the long run, what 
would be the function of the government and of the european 
parliament, as well as the unity of europe itself.15

Despite the conflicts of interest, the euro is a choice made within the 
dividing geo-economic polar logic ruled by the principles of the finan-
cial globalization and global competition. The large continental  
market ensures for the economic and financial groups of corporations 
the complete freedom of choice of the different adjustments of the 
combinations of the production factors, for the implementation of an 
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integrated production at an international level, with connotations typi-
cal of the oligopolistic competition.

Therefore the eU is simultaneously experiencing the transition from 
the consolidation and definitive affirmation of its own autonomous 
economic bloc and the internal contradiction of uneven development 
based on different methods. But the future of the euro is strongly con-
ditioned by the external environment, the financial markets all over 
the world or the monetary policy of the United States. The euro-
hypothesis keeps on taking form and emerge as a tool of trade war, and 
therefore the U.S. is making efforts to stop it. For the americans the 
best kind of europe has to be sufficiently united but under US control. 
So they operate in order to make europe sufficiently divided as to pre-
clude its affirmation as a superpower competitor. The United States, 
therefore, fear a currency that will promote european exports and 
threaten the status of the dollar bill as the world reserve currency.  
The scenario drawn is one of change in the economic stage character-
ized by the conflict between the US and the eU.

This is why our analysis began with the identification of the meth-
ods of development in europe, considering as central the phenome-
nology of competition between the US and the eU, but always referring 
to the labour-capital conflict.





1 Lenin stated it explicitly. Jaffe (1973) makes this even clearer many times also 
against Luxemburg’s conviction, who believed instead that peripheral countries were 
out of the MPC.

ChaPter tweLve

IMPerIaLISM aND INterNatIONaL traDe IN aCtION

The North-South, but also the East-West Conflict

The main difference between levels of productivity and labour inten-
sity between countries allows the development of the exploitation to 
which the poor countries are subjected by the rich ones in the context 
of the world market, since those who are the strongest economically in 
the exchange, gain a bigger amount of work than the one they deliver. 
Countries, based on the formal observance of the law of value, operate 
an uneven mutual exchange which directly influences the processes of 
development, similarly to what happens with the relation of unequal 
exchange between labour and capital.

The Neoliberal globalization’s peculiarity of being divided into areas 
of control such as North-South and west-east should not be consid-
ered the only peculiarity (think about the role eastern europe is play-
ing in the productive relocations of Central european countries, or the 
dynamics of the asian variable), as to say its contradictory and uneven 
nature, which the process of internationalization of productive forces 
and of social production relations engages under capitalism. The inter-
nationalization of capital and production derive from the laws of accu-
mulation and the uneven economic and political development of 
capitalism, which is something Lenin stated clearly and directly and 
that remains valid.

with the gradual saturation of the internal market, capital is no 
longer able to exploit itself. The overproduction of goods on a national 
scale introduces the need to export them abroad (first stage of capital-
ism). The excess of not exploitable internal capital implies the need to 
invest it outside the national borders (this is the essential feature of 
imperialism emphasized by Lenin [2001: 75-ff.]). The export of capital 
abroad implies that countries of destination and investment have 
already entered the capitalist orbit, are capitalist countries and are part 
of the MPC.1 The capitalist economy is globalized in order to satisfy its 
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needs of valorization. The global collision of capitals involves a perma-
nent struggle to be fought at different levels: economic (areas of shared 
market, access to raw materials), financial (currency areas), legal (pat-
ents, international agreements on free trade, protectionism); military 
(with direct intervention or through intermediaries).

New levels of uneven development of capitalism have been experi-
enced through the processes of integration and economic margin-
alization of countries, in a global context of capitalist control. to the 
hegemonic concentration of economic and political power has been 
opposed the concentration of marginalization and poverty in a num-
ber of countries, as a genuine expression of internationalization of the 
general law of capitalist accumulation.

all data show an increase of the differences between rich and poor 
countries. This is manifest since in 1960 the gap was 37, in 1992 it had 
grown to 60 and in 2005 to 74. In the meanwhile 90% of world patents 
can be found in the developed countries, which collected, over the last 
five years, more money off the interests paid by the debt than off the 
amount they send to the Third world in the form of official aid for 
development: we are now referring to a ratio of 1/6 of every dollar 
given and received.

Those countries considered poor by the world Bank, that is, those 
with an average per capita income that amounts to less than one dollar 
a day and that represent more than half the population of the world, 
account for 7% of the world’s GDP, while the rich countries, with just 
the 8% of world’s population, account for almost 70% of the total 80% 
of world trade, two thirds of which is held by developed countries 
(echevarria 2004).

The struggle to get sources of energy and of raw materials dates back 
from the past. The first european expeditions were carried out in order 
to discover territories to exploit and “sources” of wealth that could eas-
ily be taken advantage of. we could say, with Jaffe, that colonialism 
funds and supports the development and survival of the MPC. The 
worldwide robbery that precedes and goes along with the development 
of capitalism on a global scale is well-known: “Capitalism has turned 
into a worldwide system of oppression […] of the great majority of the 
world population world by a handful of “advanced” countries”(Lenin 
2001: 17 translation from the Italian edition).

The large financial-industrial groups, with the active (political, legal, 
military) support of “their” own States, are taking over the whole 
world through their capital, sharing (fighting or not) the entire planet. 
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The relationships established between imperialist companies and the 
lower classes of the dominated countries are the foundations of the 
political relations of a colonial kind that occur between the dominant 
countries and the colonies. even Lenin distinguished between colonies 
and semi-colonies: semi-colonies are formally-politically independent, 
yet economically and financially dependent.

we are, therefore, facing an “imperialism without colonies” 
(Magdoff), which does not mean that the relationship of colonialist 
exploitation is lacking, but only that modern imperialism is no longer 
in need to control in a direct, political and exclusively military way the 
dominated country, but only that it does so (and in a more useful and 
profitable way for capital itself) through indirect involvement in the 
socio-economic life of that country.

Jaffe argues, however, that the imperialist policies have basically 
been “underdeveloping,” and have worsened the economic conditions 
of the countries that are dominated, forcing them to capitalist forms of 
guided non-development (relative). he writes: 

There relatively was no industrialization of the “underdeveloped”  
countries. They were left “underdeveloped” by the imperialism (Jaffe 
1973: 69).

This is due to the colonialist policies that have limited the industrial 
field to “primary production,” often a “mono-production” (minerals, 
raw materials, agriculture, subsistence), developing instead the sec-
ondary industry in the dominant country’s productive system,2 and 
that have supported “monoculture” in the agricultural sector which is 
subject to the monopolies of corporations that have real sovereign 
powers in the dominated countries ((Mandel 1997b: 741).3

Industrial underdevelopment also has visible effects in the country-
side, which experiences processes that are opposite to those occurred 
in mature capitalist countries.

The “pressure on land” (due to inactivity of large sections of popula-
tion in the industrial sector) leads to a chronic underemployment in 
rural areas (agricultural overpopulation) that generates an increase of 
land rent. It follows that the entire social overproduction is “attracted,” 

2 So dominated countries have to produce, as colonies, the raw materials that are 
needed by the central imperialist industry in order to manufacture “secondary” prod-
ucts that will be exported to colonies where this market production sector is absent.

3 For this reason these countries are also called company countries.



162 chapter twelve

4 hence the numerous civil wars aimed at sharing the relatively little wealth of these 
countries.

5 The term is here meant in its bourgeois sense. On these issues and on the different 
interpretations of the concepts of ‘growth’, ‘development’ and ‘progress’ cf. Jaffe (1990), 
vasapollo (ed., 2006), vasapollo (ed., 2008).

captured by land property and usury, that are more profitable in these 
countries, than most of the industrial sector (Mandel 1997b: 750 ff.).

The sick cycle closes. The comprador bourgeoisie in these countries 
is devoted to the purchase of land, trade, usury (which do not produce 
wealth4 but consume it only): goodbye development5, welcome hefty 
profits for western corporations that invest in the primary sector, 
where they have no rivals, and have plenty of underpaid and overex-
ploited workforce at their disposal. Moreover, the social overproduc-
tion that has been won by imperialist corporations mostly comes back 
in the form of profits.

The profit arising from the relationship of exploitation between 
imperialist bourgeoisie and the colonial working class, not being rein-
vested in the country of origin, is not used locally to support develop-
ment: it is used to counter the potential fall of profit in the imperialist 
countries, where class struggle has imposed historical compromises 
between capital and labour to grant to the “central” working class a 
greater share of direct and indirect wage out of the total value created 
(even if in the last few decades this relation has been overturned by 
capital in its own interest, in almost every mature capitalist country).

Unequal and Combined Development

at this point it is clear for all to see that capitalist economic develop-
ment has not an equal distribution, highlighting huge inequalities and 
imbalances on a temporal, territorial, sectoral and social levels. Theo-
rists of the dominant economy identify the causes of these imbalances, 
for example, in the cyclical movement of economy, in the different 
physical and environmental characteristics of the different territories 
that can be more or less favorable to production with the identification 
of core areas of development, semi-peripheral, peripheral and mar-
ginal areas as for example, we can identify within the structural imbal-
ances, the so-called “bargaining power” of individual companies, 
industries or sectors with their related inequalities in rates of develop-
ment. even among the so-called social imbalances it is possible to 
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identify some problems that “usually” go along with any process of 
economic development, and are due, for example, to the  scarcity of some 
productive resources or monetary phenomena and to the redistribu-
tion of income inequality. what in conventional economics is referred 
to as asymmetry of development or imbalance, is nothing but the 
essential character inherent to the capitalist mode of production based 
on the extortion of surplus value, exploitation and on the class struggle 
dimension of society development, already well identified by Marx.

In the so-called law of combined and uneven development, the  
element of inequality is closely related to integration between tasks, 
production, economic systems: the division of labour is functional to 
inequality of wages, the expansion of markets depends on the inequal-
ity in economic conditions and costs of production.

when deciding what are the essential characteristics of the under-
development of the peripheral areas, the most important is the differ-
ence in productivity with respect to the single employee in relation  
to the developed centre, measured as added value per employee. 
an increase in productivity occurs at a higher rate or in absolute terms 
that are bigger in the developed countries where there is the highest 
rate of growth, while in the peripheral countries productivity grows at 
lower rate.

In this way, if the differences in productivity (measured by each 
worker in the active population, not per person employed) between 
the poorest countries and those that are part of the OeCD, were 1:44 in 
1960, in 2000 they have grown up to 1:58. even in peripheral countries, 
or better said, semi-peripheral at a higher level of industrialization and 
income, the difference in relative productivity has grown bigger in 
these 40 years, rising from 1:4 to 1:5.5.

If underdevelopment is a low productivity issue and development is 
a process that is characterized by rapid increases in productivity, then 
why not increasing the productivity in developing countries at the 
same speed as in developed countries, including when they have access 
to modern technology of foreign investment?

The traditional explanation economic theory has to offer is the  
allocation of factors. It is assumed that the developing countries are 
characterized by a low endowment of capital and high endowment  
of labour; so the developing countries, according to this theory, have  
a prevalence of intensive industries as far as labour and low capital  
is concerned, so they do not renew capital and have a low rate of 
productivity.
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But this argument is belied by the data of reality. Leontief showed 
that the exports, in which the U.S., a country that seems to have a high 
productivity rate, are specialized, are labour intensive, and present a 
greater labour intensity than many of the products exported from the 
Third world countries (Leontief 1956). Secondly, supporters of this 
theory forget that in those Third world countries, in which there is 
foreign investment, there is the tendency of buying technology and 
capital-intensive production processes, at least in the industrial sector, 
with a physical productivity similar to that of developed countries. 
however, the value measured in production prices continues to be well 
below the one obtained in production facilities in the developed 
countries.

Therefore, these differences are conform to one of the most impor-
tant social relations, that is that between productivity and wage levels, 
which is impossible to understand along the path of equilibrium 
theory.

Since the end of world war II, the economic growth of the devel-
oped countries is also characterized by wages growing more or less the 
same way production does. In underdeveloped countries, within the 
sector that uses modern technology, productivity grows while wages 
do so much more slowly. The apparent productivity of labour (the 
value added per employee) is lower in developing countries than  
in developed ones, because the relation wages/product is lower in  
the first ones than it is in the second and the unit value of products is 
also expressed in a lower standard monetary amount. On the other 
hand the sectorial structure of production differs greatly from centre- 
countries to peripheral countries. If the characteristic of the industry 
at the center is the existence of a combination of branches of produc-
tion of intermediate, final and capital goods, these are normally absent 
from the partial industrialization of the periphery, or in other cases 
associated with the export sectors.

as far as the agricultural production is concerned, the model in the 
developed countries is radically different from that of the underdevel-
oped countries. For example, in the developed countries the majority 
of cereals is used for animal consumption, while in underdeveloped 
countries most of the cereals are for human consumption. The meat 
and dairy products produce a high added value, while cereals are prod-
ucts with a low added value. The different productive specialization 
reinforces the differences in the apparent productivity of labour in 
agricultural activities.
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6 If it involves less costs than the ones previously paid for the same goods.
7 These theories are in radical opposition to the “orthodox” theories on interna-

tional trade.

Dealing with the question of unequal exchange means to focus  
on the sphere of circulation. Logically, if there is an inequality, it 
must be in the sphere of exchange, that is in the market. If the main 
inequality between the imperialist “North” and the overexploited 
“South” consists in this, the problem does not take place in the social 
relations established within production, but mainly in the sphere of 
circulation.

a society, a population that manages to obtain the techniques neces-
sary to produce goods that previously had to be purchased, achieves 
benefits from this direct production6 because it frees itself from the 
“yoke” of trade.7 If the problem, as Mandel points out, does not arise in 
the early stages of development of the productive forces, when produc-
tion techniques are relatively simple and reproducible in other social 
contexts, it appears when the development of techniques and technol-
ogies is so advanced that can not be afforded, or copied, by peoples, 
communities, societies in disadvantaged positions. The fact that trade 
requires an uneven economic development is not only typical of the 
MPC but of all historical periods.

It is necessary to reject the theory (shared by many within twentieth- 
century Marxism) that the development of productive forces, capital-
ism and worldwide trade make the world homogeneous at certain 
levels of capitalist production and development.

If according to classical theory the problem of unequal exchange lies 
in commercial (and political) relationships between dominant and 
dominated countries, according to Jaffe the problem is right at the 
heart of the production process of capital: in the labour process.

In the imperialist countries, capital periodically reaches levels of cri-
sis of profitability due to the decrease in the rate of profit. In western 
countries for decades the rates of profit in various market sectors 
have  been low (for oligopolistic sectors the question is more vast 
and complex, see above). according to the capitalist logic, when the 
rate of profit falls, capital has to migrate to more profitable areas, geo-
graphic zones that guarantee higher profit rates in the market sector in 
crisis. In the colonies, says Jaffe, imperialistic enterprises find conveni-
ent economic, political, business and contractual relationships. 
Colonies, with their convenient tax policies, with complacent laws on 
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8 In addition to w provided by the overexploitation of the semi-colonies.

environmental standards and on the defence of workers rights, with 
a  labour-force willing to accept any employment and wage (because 
in  a poor country the alternative is hunger), are the place where 
western multinationals find their “treasure” of physical and intellec-
tual resources.

The “majority shareholders” of international institutions such as  
the IMF and the wprld Bank can legitimize and legally guarantee  
mere operations of international usury and piracy through pseudo-
humanitarian operations, such as international loans. These “trojan 
horses” of the dominant countries not only ensure, through specific 
contract terms, the “free entry” into semi-colonial countries. also, 
with the instrument of public debt they guarantee for themselves a 
fixed annual income, and a conditioning power that, in addition to 
bending politically and economically such countries, ensures a further 
transfer8 of w from the dominated country to the imperialist ones.

Moreover, the colonial relationship does not only assure a super-
profit to the investing companies, but also a “benefit” in their mother-
land; in fact the capitalist enterprises, thanks to the super-profits 
obtained in the colonies are able to pay to their working class wages 
higher than they could do without such super-profits.

Jaffe argues that the western working class is paid for more than it 
produces. There is a huge return of w from the colonies that is gained 
by imperialistic enterprises, but also distributed to the working class 
by their employers. according to Marx’s theory of exploitation, the 
western working class no longer produces w, but benefits from the Sv 
of others. It participates to capitalist exploitation, its w is not positive 
but negative (it receives more than it produces).

This socio-economic process also produces clear political effects: 
the creation of a western working-class aristocracy involved  in  a 
capital- labour compromise, through the consociationalism of the his-
torical left parties and the compatibility of the moderate and pliable 
dominant trade Unions with the government, to the benefit of the 
capitalist imperialist class and the partial advantage of the western 
working class.

Imperialist capital ensures social peace and a working class more 
prone to possible reactionary mass mobilizations, or at least more 
reluctant to undertake class struggles or strong policy reform actions.
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we believe that, although Jaffe’s theory of w is extremely important, 
it should be integrated; not all components of the western working 
class are “parasitic”. rather, if we take up the Marxian fundamental 
categories of the collective function of labour and the collective func-
tion of capital and base the Marxist analysis of class society on these 
categories, we can identify the labour aristocracy in that portion of the 
working class who, although it continues to perform the functions of 
collective labour, thanks to the development of monopolist capitalism 
and the imperialist profits, has a range of economic, social, political 
privileges, granted by a triple material source.

In fact, all the macroeconomic parameters reflect what above said, 
confirming the neoliberal approach with the same trend of the early 
1990s: a strong increase in male and female unemployment rates, and 
a slow increase in direct and indirect wages (in terms of pay and social 
benefits) that do not correspond to the equitable redistribution of 
increments in added value and productivity to capital and labour, lead-
ing to a very scarce redistribution toward forms of remuneration to 
labour.

It is clear that the enterprises, also in mature capitalist countries, 
made use of benefits that remain in the pockets of entrepreneurs, man-
agers, shareholders, who did not make available at the “social” level 
some optimal conditions for growth when there were good results.  
The increase in profits and productivity, in fact, do not correspond  
to wage increases nor to the qualitative improvement of work condi-
tions, the reduction of working hours, nor to increases in social expend-
iture (both quantitative and qualitative), nor, finally, to an increase in 
employment.

In practice, both central, peripheral and semi-peripheral capitalisms 
continue to gain profits without creating employment opportunities, 
reconstructing the enterprise structure, to pursue only the perspective 
of competitiveness based on: processes of productive relocation 
abroad, employment reductions within the considered countries, over-
exploitation of labour with increments in overtime and work rhythms, 
use of illegal instable labour with few workers rights, flexibility of 
wages and employment, with cuts to social spending, direct and indi-
rect real wages, with a lesser purchasing power. all this is aimed at 
determining profits that are not used in productive investment, but to 
pursue financial speculation and production investment abroad, mov-
ing towards countries where it is possible to obtain low cost skilled 
labour.
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Neoliberalism and Unequal Development, even in  
Mature Capitalist Countries

we have explained above why in neo-liberal policies there is an empha-
sis on uneven development, not only in the relatively developed coun-
tries and the developing countries, but even within countries of the 
capitalist centre.

The development of the automated technological production pro-
cess that must accompany the expansionary phase of the development 
of capitalism will lead to the transitional consolidation of capitalism, 
the new level of neoliberal internationalization with implications of 
military global competition among the imperialist countries, great 
opportunities of progress in terms of economic efficiency, competitive-
ness and spread of knowledge; but at the same time, it can not achieve 
a truly balanced global internationalization of the new technological 
paradigm, nor the generalized internationalization of normal levels of 
human development.

The contradictions between wealth and poverty, technological 
development and unemployment, quantitative growth and the ecosys-
tem, enhancement of capital and marginalization of a large group of 
countries, are an expression of its weakness and the necessary histori-
cal transition of socioeconomic capitalism.

The threat of the explosion of financial crises and of serious trade 
conflicts now affects both the peripheral countries and the mature  
capitalist countries. when faced with these phenomena, capitalism  
has shown a grater steering ability than it was supposed to have. The 
solution to these serious contradictions already reported during the 
implementation process of a new model of highly internationalized 
accumulation is the biggest challenge of capitalism.

The gap between production (industry, services, government) and 
job requirements has been reformulated with a view only to the devel-
opment performance of profit, with financial connotations, in which 
the socio-cultural enhancement of human resources has represented 
only costs, not a great opportunity to increase the individual and com-
munity demands, let alone socio environmental high-sustainable 
development, or the promotion of activities based on the enhancement 
of culture and solidarity. all the increases in productivity have not 
been successfully redistributed. Indeed, as the analysis shows, they are 
used almost exclusively to remunerate the capital factor, in the form of 
profits not productively reinvested, which end up to feed “speculative 
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financial bubbles” with easy gain, but no ability to create new and real 
employment.

to the financial restructuring of the public and private income has 
not corresponded an adequate strengthening of investment in research, 
development and innovation, despite this process having been charac-
terized by a strong increase in technological progress, which had, how-
ever, the negative implication of a continuous decrease in the level of 
employment and its insecurity, with the sole purpose of increasing 
profits by compressing labour costs, the total social wage.

This situation has caused, and causes, the lack of redistribution 
of productivity increments to the direct and indirect wages of work-
ers,  who claim the right to receive such increases through higher 
pay,  or alternatively with reductions in labour time, increases in 
employment, improvement of the welfare State, i.e. forms of redistri-
bution of wealth to the employed and unemployed. In the analysis  
conducted until now, it was possible to verify that this did not happen, 
that the remuneration of capital was strengthened thus decreasing 
wages and labour in general. In mature capitalist countries, there are 
no longer the parameters that ensured the old compromise between 
capital and labour. Capital gradually undermined (and continues to 
do  so) all the political, economic, social, legal institutions of that 
welfare model.

The working class of the mature capitalist countries was deprived of 
all the guarantees and privileges it enjoyed in last decades. It was 
decomposed and reorganized in every sector with a purpose: to create 
new, high profit rates (although the levels reached by colonies are 
hardly comparable).

This does not mean that the labour aristocracy in countries of 
mature capitalism (and in colonial countries) has disappeared. It per-
sists but is more elusive: the factors that contribute to structure its 
material base are multiple and, in particular, in a fragmented working 
class take a less homogeneous structure.

Imperialism and Financialization in the Current Systemic Crisis

The Productive Fall-Out of Global Competition

The analysis of imperialism would be incomplete if we did not exam-
ine in detail the question of the role “played” by finance capital in the 
advanced capitalist production (CP). If hilferding thought that, at a 
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    9 See our analysis of currency areas and imperialist clusters in vasapollo, Casadio, 
Petras, veltmeyer (2004) and vasapollo, Jaffe, Galarza (2005).

10 we note that, in this regard, Marxist analysis, in recent years, has been getting on, 
both criticizing the thesis that reduce the ruling financial imperialistic class in a class 
of parasites and giving them a strategic central role. The members of that class would 
play the role of strategic agents that have a relevant political function in the manage-
ment of the enterprise in the wild international market. See La Grassa (2005), who 
stresses the continuous battle continues inside the ruling class.

certain development level of capitalism, the financial capital alone 
dominated the political, economic and social scene, Lenin brought the 
Marxist theory to its origins, against that drift, which brought it to 
have something in common with Keynesism.

Imperialism is the result of the “combination,” the “symbiosis” 
(Bucharin) of bank capital and industrial capital.

If capitalism is “an immense accumulation of commodities,” it is, 
however, also an “immense collection of funds”. The financial power  
is capable of entering the boards of directors, appoint its own repre-
sentatives, spread around the world, overcome the national geographic 
borders, creating trans-national industrial-financial complex (which 
do not necessarily have a national or supranational base of reference 
for the defence of their interests).9 Imperialism is, therefore, the par-
ticular conformation of capitalism where financial capital dominates 
industrial capital, without the disappearance of this last, and repre-
sents a solid material basis for old or new speculators and revenues 
“hunters”.10

The new post-Fordist phase, with financial features, leads to the 
dominance of a highly speculative cycle, in which the money invested 
increases without passing through any intermediary production; in 
practice there is no transformation of capital into means of produc-
tion. Financial investment prevails much more than the productive 
investment, creating speculative “financial bubbles”.

Locally, financialization joins a huge increase of inequality of the 
internal distribution of realized income and wealth, which is less ori-
ented towards labour (in the form of direct and indirect wages), rather 
moving toward capital in forms of financial surplus, i.e., as a predomi-
nant type of compensation in the form of pure financial gain. a conse-
quence of this phenomenon is the risk of a retreat of the western 
democracies, a de-socialization, a degeneration of politics and the 
standardization of the whole society to the logic of profit.
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11 For the last twenty years a strong link between financialization of the economy 
and crime has been showed. take for instance the drug trade and many other illegal 
trades, such as the arms trade, the illegal market of waste, prostitution and the slave 
workers market in the so-called submerged economy. They are produced directly to 
support mechanisms of accumulation, so as to arrive to identify the new concept of 
“criminal Keynesianism.”

The result is a kind of “financial totalitarianism” and the culture  
of enterprise that, in search of easy financial-speculative and non- 
productive profits, destabilizes entire areas (see the crisis of Mexico, 
Brazil, Thailand, Korea, Indonesia, russia, argentina), determining 
processes of political-economic-social instability with consequences 
that are rendered more critical and violent by the use of ethnic wars, 
religious fundamentalisms, the disintegration of national unity and a 
rapid evolving of a more sophisticated use of criminality,11 all accord-
ing to the New world Order paradigm.

For many decades, in fact, a worldwide process of great financial 
movements has taken place, with an inter-bank system that relies on 
brokers who are spread throughout; the international banks directly 
carry out most of the functions demanded by individuals and compa-
nies with large inter-bank markets that connect local banks and the 
banks placed in financial centres. In this strong global financial com-
petition context, what has changed in the old concept of globalization 
(whatever the technology level) is the interconnection of economic 
phenomena (production, consumption, exchange, increase and cen-
tralization of capital, techniques and equipment, new forms of finance, 
entrepreneurship, competitiveness, new processes of accumulation). 
These factors tend to the polarization of the most powerful economic 
hubs (US, eU, asian hub) of the global economy, through the political 
use of new processes of financialization of the economy. The new 
polarized globalization, or rather the modern global competition, 
brings into play not only the role of the Fordist enterprise and the pro-
duction process connected to it, but also the international financial 
and banking systems, real element of innovation in the world eco-
nomic process.

what is happening is not only the dominance of a new outsourced 
production system, but also a new financial system, a new accumula-
tion of capital, a “flexible accumulation” of the post-Fordist era, based 
on the financialization of the economy and the massive use, in terms of 
accumulation of values, of intangible capital, intangible resources, 
such as knowledge, information, communication, etc..
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International usury has also come up with their international “clear-
ing houses,” its regulatory institutions of the various (imperialist) com-
petitive and adversarial powers: for example the IMF, the wB, the 
wtO, the UN. They represent the vive, although shaky, expressions of 
the imperialist powers which dictate their agenda, the calendar appli-
cation, put their vetoes, annihilate any form of opposition – often only 
verbal – of other unequal “members,” write their international law and 
make it respected as they please.

These instruments are thought to be the warning signs of a single 
global government run by a single dominant class, where member 
States have no longer any power and delegate everything to the inter-
national “network” of global governance. On the contrary, there is not 
any single “movement” in or out of these institutions that is not the 
direct result of the political will of the governments that are involved 
(in various capacities and with unequal powers) in these institutions. 
The presence of States is very visible and strong. Indeed, international 
law has no other legal subject of reference, but the State, sovereign and 
independent – at least formally.

Systemic Crisis and the Use of Keynesian Variants

Since Marx spoke for the first time about economic crisis, perhaps  
over a hundred crises have taken place, although with different charac-
teristics, with more or less large deceleration of growth in terms of 
volume, with more or less large destruction of the labour-force with 
unemployment and insecurity, with more or less widespread destruc-
tion of capital, in particular since financialization has assumed a more 
central importance. with the important role of finance, the crisis of 
overproduction and under-consumption explodes in a form not con-
sidered in Marx’s years, as the bursting of financial bubbles damaging 
the chances of credit to investment and consumption provokes more 
significant collapses of real demand that may result, as in the current 
crisis, in structural and systemic factors. It is not a coincidence that the 
economic crisis at the end of the 20th century found its solution in the 
First world war after the “Belle epoque,” in the closing phase of 
english imperialism. The crisis of the early 1920s found its most appar-
ent manifestation in the outbreak of the financial bubble in 1929 that 
affected credit capacity and made actual demand fall, and was certainly 
not solved with the New Deal in 1933, but found definitive solution 
only with the Second world war, when the era of German dominance 
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expressed in the political-economic features of Nazism closed, and the 
post-war reconstruction phase was started, centred on the political 
and economic power of the United States.

The real economy regarded as efficient and in equilibrium can not 
be separated from the financial economy, because the financial capital 
and the productive capital join each other in the multinational corpo-
rations, the holdings, the interconnections between industrial systems 
and enterprises of goods and services in general and the banking sys-
tem, the financial and insurance companies. The financial and produc-
tive functions are simply two functions of capital that are increasingly 
joined in the same economic operator, and also in the mixtures between 
technical materials and financial speculation activities, made easier 
and more frequent by deregulation of the financial system.

This is different from affirming, instead, that in trying to end the 
crisis that has been lasting for 35 years, the international capitalisms 
have used finance in a super-structural way and also as a speculation 
substitute to cope with the great difficulty of the processes of accumu-
lation of capital. In this sense there was a prevalence of a relatively 
autonomous process of speculative finance to offset the insufficient 
production of surplus value in relation to the overproduction of goods 
and capital.

with neoliberalism, in the late 1970s, the financial sector and the 
speculative processes played a key role in economic policy through the 
financial deregulation, realized by the reagan and Thatcher govern-
ments, which eliminated all restrictions to the movements of capital, 
realizing in this case a merely financial globalization. The guarantee 
bank reserves were thus cut, tax heavens increased, there was the pro-
liferation of creative finance and of the opportunity to bet on the stock 
market not only on the flaws of financial instruments but also on raw 
materials, exchange rates, food, generating speculation to achieve easy 
stock profits, and hence influence the determination of prices on oil, 
wheat, corn, completely oblivious to the fact that those gains meant 
hunger, misery and destruction for the poor. any investment opportu-
nities in the real economy is transferred in the apparently more profit-
able speculative finance, destroying the excess capital for productive 
purposes.

In order to realize the surplus-value from production in a situation 
of global competition among companies and currency, monetary and 
productive areas, through the dynamics of technological innovation of 
product and process, it is possible to make larger amounts of product 
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with less work than previous technologies afforded and go to the  
market with competitive lower prices. The increased productivity of 
labour and capital related to the processes of technological innovation 
reduces the social labour necessary to obtain the individual product, 
and that in Marxian terms reduces its value. These processes thus 
increase the presence of fixed capital in the cycle of production and 
reduce the necessary labour time, and therefore variable capital is 
obviously reduced in relative terms with respect to fixed capital. The 
reduction of required labour, in terms of the relative consequence, 
reduces the rate of surplus value, that in monetary terms through com-
petitive processes represents the rate of profit on the capital thrown 
into circulation.

This reduction in the rate of profit due to the overproduction of cap-
itals can be contrasted by destroying or devaluing capital surplus, by 
reducing surplus value in order to restore the “satisfying” rate of profit. 
In addition to technological innovation, also the introduction of finan-
cial assets, and the power of entrepreneurs of purchasing material and 
immaterial capital, intermediate goods and services through debt, 
make the overproduction of capital possible and, through foreign debt, 
also the overproduction of goods. Clearly, as repeatedly pointed out by 
Marx, every crisis is manifested as a monetary-financial crisis but the 
financial element is not the cause of the crisis. This is valid for the cur-
rent crisis and the 1929 crisis, in which the financial element is an 
effect and not a cause, which must be sought in the so-called real econ-
omy, that is, in the mechanisms of capitalist production.

But the present crisis can be more serious than that of 1929, as it is 
not sure that the new emerging competitor countries such as China, 
russia, India could offset the slump in the U.S. because the United 
States have a considerable role in world trade, and the important func-
tion of their financial market in the global economy, plus over two 
thirds of the international monetary reserves are in dollars. Moreover, 
this crisis has an immediate and direct impact on workers in terms of 
further increase in unemployment. By cutting the direct, indirect, 
deferred wages and causing the ruin of pension funds, for example, it 
will increase the mass of the poor with a new strong fall of the middle 
classes who will join the old poor, homeless people and have their pur-
chasing power increasingly eroded.

That is why we consider it an unresolved structural crisis, extended 
through the financial deregulation which determined the dominance 



 imperialism and international trade in action 175

of fictitious capital but not its exclusivity. Thus we can not claim that 
this form of capital is a basic element or precursor of the processes of 
accumulation. In this regard, we could refer to the long cycles of 
Kondratieff; according to this perspective, after an initial long period 
of expansion, the post world war II until the early 1970s, a long cycle 
of crisis can be identified precisely since the early 1970s until now, and 
in this long crisis capitalisms try to achieve profits mainly through 
financial speculation. But the particularity is that this crisis is struc-
tural and systemic and causes surely the end of the dominance of  
U.S. capitalism and imperialism, and at the same time announces the 
terminal phase of the capitalist system itself. This is because the possi-
bility of real accumulation of the system has reached its limit; and 
because, although in the long period of expansion the Keynesian 
model and the Keynesian welfare states have let capital increase, the 
financialization of the economy, the forced privatization, the attacks on 
the labour rights and costs, the direct and indirect and deferred wages, 
have not been able to resolve this crisis through the destruction of the 
value of capital, because it is a systemic crisis.

The financialization of the economy has led not to a solution of the 
crisis, but to a financial bubble with an unprecedented aggravation of 
the general economic crisis. The privatization of the economy did not 
provide solutions, so that today the progressives, the left, as well as the 
conservatives want to return to an interventionist, governor and 
employer State, with a Keynesian form, that is not only military based 
but also constitutes a strong support for companies, banks, insurance 
enterprises, which at this stage would be doomed to fail without any 
support to demand in social spending. This form of Keynesianism is 
called “Keynesianism of the private” or “business Keynesianism”.  
The third attempt to solve the crisis, through a strong attack on and 
reduction of the labour costs and the general social direct, indirect  
and deferred wages, did not help solve the crisis because it has led to  
a general contraction of purchasing power, which has added to the  
crisis of overproduction the content and the effects of a crisis of 
under-consumption.

we also must consider, in addiction to it, new phenomena such as 
the overproduction from exploitation of non renewable resources such 
as oil, water, food, realizing at the same time the environmental crisis, 
the food crisis, the energy crisis, the crisis of the rule of law and there-
fore a widespread systemic crisis.
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12 about these issues see the fundamental historical book by Baran and Sweezy 
(1968).

13 we introduce the basic analytical framework to interpret this phenomenon.  
to examine the subject see Gabriel Kolko, one of the best analyses of the anatomy of 
the North american military capital: cf. Kolko (1994, 2006). a specific analysis on the 
dynamics of the current military imperialism can be found in Casadio, Petras, 
vasapollo (2003) and vasapollo (ed., 2003).

U.S. Military Imperialism and the Economy:  
the Military-Industrial Complex12

The Role of the War Economy

The maintenance of asymmetric international economic relations, and 
particularly of the central imperialist relationship, requires the use of 
force. Capitalist colonization during the nineteenth century imposed 
itself by the use of military force and the existence of a clear superiority 
in this area revealed itself to be fundamental to establish capitalist 
empires.

The role of the military industry and of military spending, however, 
goes beyond the simple maintenance of the “secure borders of the 
empire,” because these characteristic already existed in ancient empires. 
The specificity of capitalism is that military activity is transformed into 
the central mechanism of the process of capitalist production, being 
fundamental in the permanent and accelerated innovation process, 
and in the regulation of business cycle, in a “military Keynesianism” 
which survives even in the neoliberal era.13

Military expenditure carries out two essential functions in North 
american capitalism: as it is essentially a planned expenditure of the 
public sector (the Pentagon has been the largest planned economy in 
the world, even in the era of the USSr), it contributes to oppose the 
inefficiencies and mismanagement of the market economy. Indeed, 
through military spending a very important part of the U.S. industrial 
and service economy is planned. to this planning the spatial distribu-
tion of activities, employment, the interconnections between branches, 
etc., must be added, which make possible the reduction of the impact 
of the economic cycle in the general level of output.

This fact was one of the discoveries of the virtually planned econ-
omy during the Second world war, when the U.S. economy reached 
the full utilization of productive resources. Later, the war economy 
contributed to curb recession cycles, promoting the maintenance of 
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14 David Noble (1984) shows how the introduction of numerical control in indus-
try, and not other alternative technologies of automation, is the result of a decision by 
the airforce, in a joint project with IBM and MIt.

industrial employment and the apparent acceptable levels of growth, 
measured in terms of GDP.

It is significant that military spending in the United States presents 
a cyclical profile. It is affected not only by the internal economy but 
also by the international socio-political situation. But in any case, since 
the vietnam war, the cycle presents a very similar profile, with very 
high spending ceiling and spending plans. The only discrepancy 
appeared during the years of President Jimmy Carter, when the reduc-
tion of military spending was realized in a context of reduction of the 
U.S. imperialistic power. This important lessons was learned by the 
next governments.

This political-economic role of military spending explains the con-
sensus about it among U.S. citizens, who support half of the world 
military spending. But unlike other countries, where this expenditure 
is usually to pay soldiers, U.S. military spending in the economy cre-
ates an industrial sector more dynamic towards the production of 
arms, acting with the effect of investment of the Keynesian multiplier.

In europe, where public spending is much higher than in United 
States, however, most of it is oriented to social services or  infrastructure 
that stimulate much less the local production ability. Thus, although 
social spending plays a role in regulating the cycle, for example as 
automatic stabilizers in demand in the case of rising unemployment, it 
has a smaller structural impact in the production capacity of the 
european countries.

The U.S. military spending plan has become the main source of pro-
ductive innovations: from the numerical control machine tool14 up to 
the internet, technological change in the last forty years has been 
determined by technological advances in the military industry. The 
ability to rely on substantial public funds, with a detailed planning of 
research activities and results achieved, is the basis of the technological 
advantages of many branches of U.S. industry that subsequently move 
to the market competition of private industry. This explains why in 
U.S. between 60% and 80% of public expenditure in research and 
development facilities is used for military research, a percentage much 
higher than the OeCD average, which is around 25%.
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15 Casadio, Petras, vasapollo (2003: 81–185 and 257–266). See also arriola, 
vasapollo (2004).

Thus, between imperialism and colonialism of the nineteenth cen-
tury and North american post-colonial imperialism of the twentieth 
century, militarism has become the guarantor of imperial power, the 
political element of capitalist production, configuring a triangle of 
functions that determines the characteristic of the whole system: the 
inter-sectoral structure of the U.S. industry, the driving force of tech-
nological innovation and the arrangement factor to oppose the busi-
ness cycle. The United States have produced a military-industrial 
complex that expresses the common interests between capital and the 
State, and which the pan-european project of eU aims to reproduce.15

we conclude that, increasing the so-called defence budget, mili-
tary spending is closely linked to the economic interest of a group of 
major monopolistic companies and the power of an extensive political- 
military bureaucracy with its collateral groups. This political military 
bureaucracy generates demand for research, propaganda, training of 
managers and labour in general, which employs a large elite of intel-
lectuals and technicians financed by the defence budget.

This process has been valid for all the imperialist powers and has 
been the base of the military industrial complex, as an integral and 
inseparable part of the political and economic relations of monopolist 
State capitalism: it was a phenomenon which is not limited to the 
national level.

The military industry complex is a subsystem of economic-political-
military relations, based on the close relationship created between the 
large military industrial enterprises and the State. This subsystem has 
also created its own ideological apparatus, that reproduces the ideas of 
militarism. Its hegemonic centre has been until now in the U.S. and 
spreads in the world as a multinational subsystem of arms trade, licens-
ing and investments for the joint production of weapons; it relies on 
military arrangements and the military bases system, training pro-
grams and military cooperation, considering as sources for their 
expansion the underdeveloped countries, which are forced to continu-
ously increase their military spending as subordinate oligarchies sup-
port locally the goals of imperialist policy.

These relations have become a necessity in the process of economic, 
political and ideological reproduction of global imperialism, enhanced, 
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on the threshold of the XXI century, by the military, strategic, regional 
hegemonic position of the U.S. today, the danger /threat to world 
peace is major than the one in the so-called Cold war and of the east-
west confrontation.

The merger between banking and industrial monopolies causes 
their interconnection with the State. This link between State and 
monopoly generates the phenomenon of a special union between the 
State and the weapons-producing monopolies, and those monopolies 
that make production charged to the defence budget or from the 
budget benefit.

This communion of interests is the guarantee of obtaining the maxi-
mum profit, as in a structure of power that achieves to produce its own 
ideological apparatus. a sector, the arms industry, that enjoys the State 
privileges, transforms the military economy in a “special segment” 
which does not follow the same rules applied to the whole national 
economy.

Imperialism generates militarism, which consolidates the outset of a 
group of state-military monopolies and military and a large network of 
relations between the political-military bureaucracy and the monopo-
listic industry that provides military apparatus. all this, facilitating 
and intensifying the process of militarization, causes a militarism spi-
ral which is one of the most dynamic and contradictory element of 
current capitalism.

The development of the military economy produces a permanent 
trend towards a growing military budget, and a dependence of the eco-
nomic cycle of the U.S. economy upon arm production and war in 
general. The so-called production for defence becomes a necessity of 
the cycle of reproduction of the whole economy, because no other pro-
duction meets the goals of capitalist production and the continuous 
increase in profits like defence production.

Lenin had already claimed that the financial oligarchy’s interests 
are  opposite to the whole society’s goals. Nevertheless, the large 
group of political-economic-military power goes beyond this defini-
tion, because it is a sector within the oligarchy itself, and this sector 
holds a power which any other sector or social class had never enjoyed, 
since it is a phenomenon generated by the same development as  
imperialism. The internationalization of the military industry is not 
isolated; there are processes of internationalization of capital and pro-
duction, in addition to the growth of multinational enterprises and the 
exploitation of capital by the monopolies, that are the most important 
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producers and traders of goods and are also the most important con-
tractors of their respective governments for the production of arma-
ments. These monopolies have diffused their branches in the other 
capitalist powers and between the members of the system, creating a 
thick network of interrelationships, which has been used to convert 
the military industrial complex in a phenomenon that is not localized 
only in the United States. In fact, since the 1950 the influence of this 
structure acts in the economy and policy sectors of the major imperial-
ist powers, but with an obvious economic political and technology 
supremacy of the United States.

The Transnational Factors of the Military Economy

a series of factors feed the current character of the multinational mili-
tary industrial complex. among these the most important are:

a. the broad range of economic and political-military interests of the 
world imperialist powers, particularly of the United States that at 
the end of the twentieth century have strengthened their military 
hegemony;

b. the impact of a wide network of military bases outside the U.S. ter-
ritory;

c. the existence of an extensive network of alliances and military 
pacts, now strengthened by the opening of NatO to the entry of 
former members of the warsaw treaty;

d. the sudden and unprecedented increase in U.S. military budget, fed 
by so-called strategy of “the struggle against terrorism”;

e. the enormous expansion of the destructive power of U.S. conven-
tional military armaments, which tends to change the rules of war, 
so that in order to defend themselves the countries have to use the 
disastrous tactics of terrorism or nuclear weapons;

f. the tendency to develop a nuclear-tactical power, aimed at deter-
ring Third world countries from fighting against imperialism;

g. the United States started the twenty-first century with an extremely 
aggressive foreign policy, which does not respect the rules of the 
international organizations. The consequence is the spread of the 
worldviews of the most reactionary North american political and 
intellectual sectors.

September 11, 2001 was considered by the U.S. extreme right forces  
as the long-awaited opportunity to restore Imperial america, ready  
to intervene anywhere and with any justification, as it has happened  
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in Iraq. The United Nations is paralyzed by the U.S. and has become a 
means of imposing expansionary policies.

as we have claimed, the military economy is not clearly separated 
from the rest of the economy, and uses the same mechanisms and 
instruments that characterize the current global system of capitalist 
economic relations constituting, in fact, a subset.

what we are describing is a transnationalization, headed while this 
work is being written by the United States, oriented to increase their 
military power, both conventional and nuclear; to strengthen their role 
in the world trade of technological arms; to consolidate the aggression 
capacity of States such as Israel, which play an important strategic role 
within a region of particular interest; to increase their capacity of 
mobilization, without having to depend on alliances.

Korea (1950–1953), Indonesia (1965–1974), the era of reagan 
(1981–1989) and now Iraq are occasions for military participation and 
intervention. South asia is a demonstration of the rapid growth of the 
U.S. empire and the creation of new opportunities for large multina-
tional companies to expand the U.S. empire. The phenomena that push 
the need for a military industrial growth and do not depend on the 
operation of the economy to ensure profit, but come from the strategic 
goal of maintaining the imperial hegemonic power in the world.

The current oligarchy has, like never before, a hold on power, and 
the most extremist sectors, led by the United States, have led the world 
to an enormous war that no one can win. This is because the political-
military milieux within U.S. society have reached the same position  
in the political system, of governments, political parties and of the 
electoral subsystems, with the advantage that the military industrial 
complex intersects with the three subsystems and has a level of trans-
nationalization that has never been achieved by any other structural 
component of the U.S. political system.
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CHaPtEr tHirtEEN

tHE POSt-FOrDiSt ParaDiGM aND  
tHE NEW iNDUStriaL rEVOLUtiON1

On Class Power

Several factors indicate a certain exhaustion of Fordism in the late 
1960s (Boyer, Durand 1993). There was the saturation of the market 
for the products massively introduced at the end of World War ii. 
When the populations of the core countries had all the necessary con-
sumption goods (tV, washing machine, telephone, paid holidays, etc.) 
a slowdown in sales and in growth occurred.

The potential market, made up of the masses of impoverished 
peripheral countries, can not consume because their function in the 
Fordist model of development consisted in working in exchange for 
subsistence, producing low-cost raw materials and some luxury and 
consumption goods demanded by the core countries.

it is symptomatic that since the outbreak of the crisis in the early 
1970s, only two new products have entered mass consumption in the 
developed countries: television and the computer, and the productions 
derived from and related to them. Changes are recorded in the content 
of products, rather than in the introduction of new products with new 
features: transistors for chips, steel for plastic, copper for optical fibre.

another key factor was the redistribution of power within the enter-
prise from capital to labour. One of the characteristics of the model 
was the achievement of the “full employment” of the labour-force, 
even though this characteristic only embraced 20% of the world popu-
lation and for two decades only, between 1948 and 1968. in fact, dur-
ing the other two hundred years of capitalism, before and after, there 
has been no full employment: this phenomenon is an exception. 
Despite the temporary and spatial limits of the phenomenon, its com-
bination with the strengthening of Unions and the growth of trade 
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facilitated the organization of workers’ resistance to the technological 
changes in progress. This resulted, among others, in the following 
events (Beaud 1986):

– increase in the rates of absenteeism;2

– rejection of the assembly line and the numerical control machines;
– Sabotages of the assembly lines and automatic machines;
– reduction of labour time imposed by the workers.

as a result, the progressive decrease in productivity, together with the 
rise of wages, caused the consequent reduction of surplus and capital 
production.

in addiction we must consider the change in the policy framework. 
The international system took the form of a hierarchy responding to 
the roles that the different countries played in the international divi-
sion of labour. in the “pyramid,” in the absence of world authorities, a 
specific country acted as international “judge-arbitrator,” but dictated 
the rules of the game to pursue the specific needs of its capital 
reproduction.

Since 1871 Germany and the U.S. have challenged the British 
hegemony that dominated the Earth during the nineteenth century. 
Therefore, England started to lose its influence in the military (British 
army), economic (the textile and steel industry) and financial (the 
pound) fields. The stability of the 1930s was not replaced by another 
form of stability. Through various wars, the United States of america 
(and the dollar) placed themselves at the head of the global economy. 
These changes implied the passage from a system of gold-pound British 
power to a dollar-gold U.S. system.

at the end of World War ii, the U.S. were the only creditor country, 
and also did not suffer the disastrous damages undergone by the other 
allied countries: they had, therefore, the industry and enough money 
to became the driving force of the development and reconstruction of 
Europe and the World.

This system worked until Western European and Japanese industry 
resumed competing with the U.S. industry in the international market. 
times have changed and now for the U.S.a. maintaining their military 
hegemony (war in Korea, Vietnam and iraq today) costs more than 
what cost England in the preceding century. Thus, since the late 1960s, 

2 For an examination of the phenomenon in italy see Bianchi, Dugo, Martinelli 
(1972).
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U.S. gold, together with the dollars scattered in the world, does not 
cover even the fifth part of its due.

This generated the failure of the international monetary system, 
when President richard Nixon recognized, in august 1971, that the 
U.S. could no more guarantee the full convertibility of the dollar to 
gold, and the international economic system stopped working as it had 
done up to that time. in 1976, five years later, the iMF admitted that 
the monetary system no longer existed. Official gold quotation shot up, 
the controls of exchange rates were eliminated and markets achieved 
more power in fixing prices and the decisions that marked the begin-
ning of the decline of U.S. financial hegemony.

it is at this time (1978) that the Europeans in order to regulate their 
trade decided to create the European Monetary System, and subse-
quently the single currency (1999), to free themselves from the obliga-
tion to defend exchange rates from speculative markets and get free 
from the protection that the USa as a matter of fact exerts on interna-
tional payments with the reserve function that the dollar still actively 
holds.

another factor which influenced the process of crisis is the rise of 
raw materials prices in 1973. Until that time there were high wage costs 
and an increasing productivity, coupled with low cost raw materials.  
in 1973 this situation changed and the increase of commodity prices 
such as energy (oil), aggravated the crisis of production that had 
started with the productive slowdown in the late 1960s: and that is how 
enterprise profits fell down precipitously.

This succession of events was faced by the governments with the 
usual solutions; severe recessions were experienced and the traditional 
solutions of increasing public spending were applied to offset the col-
lapse of the economy. But, as it was a long lasting crisis, the rise of 
expenses with the reduction or slowing down of revenues, ended up 
into a fiscal crisis of the State.

How Does the Industrial Revolution Continue?

“Like the first, the second industrial revolution changes essentially the 
source of energy of production and transport. together with coal and 
steam, oil and electricity make wheels and machinery work” (Mandel, 
1997: 617, translated from the italian edition).

as a consequence, we can define the industrial revolution as a quali-
tative process that changes radically the primary energy sources that 



188 chapter thirteen

ensure the reproduction of the entire production process (although the 
use of “previous” energy sources persisted), causing the growth of new 
market sectors (for example, the chemical industry, engineering, etc.). 
However, the industrial revolution is not only a problem of raw materi-
als, for these need, to be exploited, also a new technology that helps 
“jump” from one previous stage to a qualitatively new one (and it is this 
quality shift that allows subsequent quantitative improvement).

This process of technical and organizational evolution is not neutral. 
The technical revolution is premised on the replacement of human 
labour with labour embodied in the machines.

technological revolution, therefore, consists in all innovations  
(continuity in the same technological base) of the radical type (rupture 
with the continuity) that may involve the new technological systems 
with direct or indirect consequences, in almost all sectors of activity; it 
is a change of technological paradigm. We refer, for example to the 
change from the Keynesian-Fordist phase of capitalism, that existed 
from the 1930s to the 1970s.

The production of the basic development theorized with taylor’s 
concept has as its principles labour management and organization:

a. the separation between the conception, planning and control of 
labour quality and its implementation;

b. the fragmentation and standardization of work;
c. the individual worker’s loss of the vision of the entire labour process 

(Ordonez 2004).

The internal combustion engine, together with electricity, sup-
plied  the  technological basis to apply the initial forms of advanced 
mechanization. The crisis of Fordism, in the late 1970s, resulted in a 
structural crisis of the global economy, making the search by north 
american economists of new theoretical viewpoints necessary, to 
overcome the crisis into which the stagflation had left the old theoreti-
cal paradigms.

The new industrial cycle and the economic cycle rose from the 
emergence of electronics and informatics as the new technological 
basis of the economy. This led to the replacement of the engineering 
and petrochemicals automobile complex, that is the Fordist Keynesian 
technology basis of capitalism, with the electronic-computer complex, 
as a new driving and regenerating force of the social production and 
capital accumulation. all this is now translated in a new economic 
dynamism and industrial cycle.
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Coming to the structure of national consumption, it should be 
noted  that financial globalization and economic internationaliza-
tion  influenced the economic balance, because the distribution of 
national income and the consumption demand did not assume the 
same strategic importance as in the Fordist model. also the role of  
the State as economic operator and dispenser of income to produc-
tion factors changed. The productive change has led to a deconstruc-
tion of labour and simultaneously to the crisis of the general system of 
guarantees.

as we showed previously, in this new economic system public 
spending is not addressed to a real increase of the national economy in 
terms of infrastructure and of the efficient production of public ser-
vices: a society with greater social differentiation is instead realized, 
where the social protection system in favour of the weaker citizens has 
been reduced. These groups have been getting bigger, going to include 
those strata of society that were considered protected until a few years 
ago (public workers, artisans and traders), thus creating new poverty, 
new needs, and expanding the area of social outcast.

in particular, for the U.S. economy, the main beneficiary of this new 
dynamic introduced by the cyclic shift to a new technological para-
digm, it has created a phenomenon of economic reactivation, begun in 
late 1982 (November), until 2000, with only a short-term recession  
in 1991.

Europe, too, played a key role in the new industrial revolution. The 
treaties of Maastricht and amsterdam3 are the expression of a policy 
that establishes the absolute prevalence of the market in the definition 
and stabilization process of European capitalism, highly imitative of 
american-anglo-Saxon model and at the same time competing with it 
in order to strengthen the European geoeconomic bloc.

But Europe, unlike the United States or Japan or other asian  
countries, has not a unique and homogeneous policy of productiv-
ity  growth, but a series of uneven, qualitatively different models of 
quantitative growth, which are not necessarily economic and social 
development models. it is necessary, instead, a policy that actively 
faces the problems of employment and social protection. The problem 
of mass unemployment exists everywhere in Europe and it is not just 

3 Three excellent books on the class analysis of the European policies of integration 
are Carchedi (2001), Bonefeld (2001) and arriola, Vasapollo (2004).
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an economic problem, but a structural phenomenon. We are faced 
with a situation where a full economic recovery cannot reduce the 
number of unemployed; the quantitative growth of the economy does 
not mean overall socioeconomic progress nor equal and territorially 
homogeneous development.

The move towards a new technological paradigm and towards the 
model of accumulation, which has as its fundamental technological 
basis the so-called computer-electronics sector, should not lead us to 
believe that the technological-based system has so changed as to have 
eliminated the cyclical contradictions and the base of the Fordist-
Keynesian cycle. Firstly, capitalism has never been able to standardize 
its technological base and will not be able to do so, as it feeds on its 
asymmetries and inequalities in order to survive. This passage to a new 
cycle of accumulation, which is not Fordist-Keynesian and has the 
computer-electronics sector as its technological paradigm, is not, at 
least initially, a phenomenon of the developed capitalist centres nor of 
the member countries of OECD. Even the “rational core” of Keynesian 
politics, that is State intervention in the economy, has not gone away. 
rather, capitalism progresses on the basis of unequal economic and 
political development, already examined by Lenin in imperialism, and 
keeps the rules of its enterprise system.

The Information Revolution or Third Industrial Revolution

The third industrial revolution, which began to develop in the 1980s, 
has as its basic component information technology. although this  
revolution is considered as “industrial,” the conception of industry has 
changed in the three industrial revolutions: in the first, the workshops 
were grouped, the machines were already in the factories and the 
craftsmen were the main workers of the new industrial proletariat; in 
the second industrial revolution, there was the introduction of the 
assembly line and scientific labour organization with the controls on 
time and rhythm. That was the phase of the so-called formal subsump-
tion of labour to capital. Workers, placed in an enterprise organization 
that they could not control, were nonetheless still able to exert some 
control over their own work (technical, quality, rhythm).

What we can call hetero-direction was less intense than the one 
practised after the mechanization development, which deprived the 
worker of their knowledge and skills, jealously preserved because it 
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represented the power of labour-force resistance subsumed to capital. 
With the “taylor revolution,” labour will be further stripped and weak-
ened, dominated by the power of capital.

Finally, in the third industrial revolution, which involved the infor-
mation technologies, there has been the automation processes. From 
this perspective it is possible to understand cases such as Fiat in the 
early 1970s, which had no problem in replacing twenty workers with  
a robot, in the coating phase of the assembly line, because, although 
robots were much more expensive, they did not go on strike or pro-
duced absenteeism (Levidow and Young 1981). in fact, already  
F. taylor said that with the scientific labour organization it was neces-
sary to avoid worker’s control on the productive process.

another problem to hold the total control on production process is 
that all the workers were concentrated in the factory, causing losses to 
the industry because of strikes and labour and social conflicts. it results 
in the segmentation and fragmentation of production processes. That 
is, the long series of assembly lines within a single building became 
short and dislocated.

Therefore, fragmentation, outsourcing, offshoring are the key of 
the  new production process. Thus there develops a reticular system 
of  integrated enterprises or in a single group or in a chain built on 
trade commission/supply. Depending on the size and complexity of 
the entire labour process it can be organized on different levels, so 
there is a pyramid where the head house turns to their first level  
suppliers and they in turn commission each “part” of the work process, 
or individual parts to subcontractors of second, third level, etc. This 
new structure receives input from the large company, that could be a 
multinational, and continue level by level, progressively reducing  
the scale of individual suppliers, until it reaches small or microscopic 
businesses.

The other element of the third industrial revolution is energy saving. 
So in vehicles the steel is replaced with plastic in many of their compo-
nents. Or investment are oriented to research and development.4

4 Nowadays, producing one unit of any industrial good demands two fifths of the 
raw materials needed in 1900. in 1984 to achieve the same production quantities, 
Japan consumed only 60% of materials first that consumed in 1973. One ton of copper 
cable can be replaced with 25 kg of optic fibre, which is produced by only about 5% of 
the energy required to produce copper.
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another dimension of the technological revolution with important 
consequences in world politics was North american victory in the 
arms race against the Soviet Union. The U.S. won this race because  
the resources on armaments are obtained reducing the costs of social 
benefits, and this process was more acute and brutal in the U.S. than  
in the USSr. The race served, indirectly, so that the capitalist system 
functioned in terms of accumulation; and international capital 
achieved to turn the military effort in a worldwide production of goods 
and services. Military discoveries were financed with public engage-
ment and the Pentagon was the largest economic planned unit in the 
world.

One of the most spectacular types of technology is informatics or 
communication technology. its entry into the market, since the second 
half of the twentieth century, led to a change in the rhythms of the 
innovation processes of the means of production, which once installed 
(i.e. the dominant technology in a certain period for certain produc-
tive tasks) now has a much shorter life. The average life of a computer 
does not exceed three years, and software is definitely shorter, because 
a crucial business success is often based on the capacity for technologi-
cal renewal (Foray 2006: 52).

almost the whole of this technology has been developed after World 
War ii. it is thanks to the military technology of the Pentagon that 
electric technology has been replaced by electronics, in a process of 
technological change in which hegemony is clearly in the U.S.

Every company, in order to compete with a fair degree of efficiency 
in a context of global competition, must realize a long term planning, 
adopting strategic plans of and in society, based on optimizing man-
agement resources. The process of creating value means wealth pro-
duction and to achieve this goal, in the current phase of flexible 
accumulation, it is essential to accumulate resources, tangible and 
intangible capital to optimize and maintain over time the production 
cycle, the accumulation of values and the accumulation of social con-
trol forms.

So processes of generalized flexibility, derived by the generalized 
social factory began to be established. This initially posed a problem 
of adaptation to the large companies, characterized by excessive cen-
tralization and the strong rigidity of the production system. The 
smaller enterprises, however, often with high technology and innova-
tion, were more ready to adopt new information and communicational 
models, and were able to achieve increased flexibility, wage coercion 
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and various forms of exploitation, traditional or “new”. This type of 
enterprise is more suitable to adapting its structure to the changing 
demands characteristics of market competition.

in some particular contexts of capitalist development, however, 
there has been a gradual change in the situation, because while small 
enterprises could not always cope with the competition with bigger 
companies, the latter, however, have gradually adapted their structures 
to the current phase, trying to become more flexible, particularly 
towards the labour-force, the decentralization and fragmentation of 
the production cycle, diversifying production and distribution, reach-
ing a kind of district-, sector- and network-based enterprise develop-
ment. Strong processes of outsourcing and relocation are realized, 
where communication is a strategic priority, being a strategic resource 
of abstract capital.5 The term “resource” in business language means a 
material or immaterial (tangible or intangible) entity, through which 
any organization works to achieve its objectives. assuming this defini-
tion, the word “resource” has a broad meaning that involves not only 
the internal organized system, but also the so-called external environ-
ment, for example the market, with which business organizations 
interact.

another aspect of this third industrial revolution is the substitution 
of inorganic raw materials with organic ones (biotechnology and the 
development of new materials, many of these made up of bacteria to 
change the conductivity of certain minerals). So information technol-
ogy and the replacement of inorganic raw materials with organic ones 
are the two major areas of current research, dynamism and economic 
accumulation. These changes have many implications in terms of the 
agrarian question and the bio-banks. a large part of the costs in tech-
nology development is carried out to improve productivity and 
agriculture.

Fordist Enterprises and the Knowledge Economy

The informatics industry is now reaching the so-called “third phase”. 
The first phase is associated with big computers, used only by large 
companies for administration and accounting. The second phase  
concerns the last ten-fifteen years, and is distinguished by the great 
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expansion of individual automation with the presence of personal 
computers, which entered not only the offices but also a large number 
of people’s homes: companies are increasingly more likely to invest in 
telecommunications and informatics. The third phase, however, is 
characterized by multimedia information with the presence of new 
technology that must be constantly updated with methods of co- 
optation of the various forms of intellectuals. in the final analysis,  
it is characterized by for the totalitarianism of the strategic deviant 
communication.

Structural intellectual capital has the task, then, to gather knowledge 
within the company and to connect people to data, skills, consultants, 
strategic intangible resources.

intellectual customers capital is made up of the value of the relation 
between the enterprises and those who use its services; some appropri-
ate indicators are used to know what is the part of the market captured 
by the enterprise and how customer demand can be met. Standard 
intellectual human capital becomes money through the relationship 
with customers, who are the most valuable capital for the company 
system. Customer capital is a kind of social consensus for the para-
digms of profit.

integrated communication becomes deviant not because it is a 
resource of enterprise intangible capital, but because through standard 
intellectual human capital it creates in society compatible intangible 
resources, such as continuous interacting knowledge, the image, the 
ethical and social behaviours of the enterprise, in a nutshell, the “enter-
prise culture of and in society”. The model of integrated deviant com-
munication, produced by the Profit State, conveys deviant culture, 
letting the various interlocutors measure the enterprise’s ability to 
maintain the right balance between profitability, competitiveness, cost 
management and imposition of market’s ethical-social values on the 
whole society.

in such a management business culture, information, and therefore 
knowledge and communication, have a strategic relevance. and the 
right investment on these resources gives the opportunities to gain 
competitive permanent advantages for the company, using communi-
cation as a image vehicle of business culture. in this culture, the man-
agement’s creativity that produces new knowledge from knowledge 
and, developing intangible resources, identifies the procedures to 
accomplish the flexible accumulation, based on communication and 
techniques of the production cycle.
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Consequently, in the overall strategy of the enterprise the tactical 
operative decisions are recomposed in cognitive capital, that manage-
ment must carry, manage and create, in a continuous learning environ-
ment designed on flexible accumulation, focused mainly on knowledge 
and intangible resources.

Thus, in any model of capitalism and business system, the strategic 
thinking formulates consensus models of decisions about the main 
activities of the enterprise; and such activities aim at implementing 
policies consistent with the main priority purposes of the company, 
based on the imposition of the firm’s culture on society. Efficiency, as 
quantitative relation between input and output, is considered as a 
short-term indicator: the overall effectiveness is measured by the 
degree of long-term impact on the external world. Nowadays the evo-
lution of the enterprise – market relation determines success, the effi-
cient and effective development of the enterprise as system of control 
and social domination.

This type of approach has led to the development of the business 
model of Japanese capitalism, that has than spread to Western business 
systems. it is, ultimately, a generalized cultural model, based on the 
optimization of intangibles recourses, on taking the advantages from 
the relations with external environment, the concept of cooperation 
and collaborative spirit: in this sense, the optimization results of busi-
ness management must be combined with an apparent workers welfare 
and the general social interest, but always as subservience to the inter-
ests of the enterprise culture.

This new social culture and communication is coercive but at the 
same time is also highly creative and dynamic; it is constantly used to 
develop, maintain and defend socio-economic constant contacts of 
apparent mutual satisfaction, using as a vehicle the approved intellec-
tual capital, i.e. resources, intelligences and men in the service of the 
profit culture, which creates social consensus by rendering the enter-
prise resources and culture more valuable.





1 In this chapter there will be frequent references to Martufi, Vasapollo (1999, 
2000b)

Chapter Fourteen

SoCIo-proDuCtIVe ConFIGuratIon oF the 
KnoWLeDGe eConoMY1

The Knowledge Economy in a Society that Manages Communications

It is evident that information has a very relevant impact on the com-
plex of high structural, productive, economic-financial risks. So, it pre-
sents a strong utility also in the production process, where the fall of 
the reliability of information involves a loss of production or a deterio-
ration of the product quality.

Between 1960 and 1970, especially in Italy, business communica-
tion, meant as a set of commercial information (personal selling) 
developed on the cultural background of the social-economic condi-
tions of that historical-political period. at the end of the 1970s, and in 
particular during the 1980s, communication assumes the characteris-
tic of deviant strategic resources; deviant because it is exclusively the 
instrument of the general capitalist interest, but not of the single par-
ticular enterprise, in a model of neoliberal totalitarianism focused on 
information capital.

The changes in the structure of business organization, the adapta-
tion of communication models to the general principle of enterprise 
flexibility of and in society have serious repercussions on labour organ-
ization and on the adaptability of workers to technological innovation, 
informatics and a communication based on techniques, instruments 
and models of determination and control of the labourforce, that is, 
deviant communication as strategic resource of abstract capital.

The principle of social and labour flexibility is applied as a system of 
social control. But a strict control system can cause evident discom-
forts and conflicts against the enterprises. It needs to complement the 
traditional control methods with new alternative means that provide 
innovative coercive behaviours, oriented to the collabouration and 
cooperation between the various human resources in the enterprise 
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and in society. These processes have been widely tested in the “type 
model” of an integrated factory at FIat-Sata in Melfi, where a lot of 
control systems based on language, even electronic, have been realized: 
we refer, for example, to “andon” audiovisual communication systems, 
or the traffic lights that dictate the orders and rhythm of production, or 
the system of “kanban,” where the apparent neutrality of the external 
requirement to the productive unit hides the enterprise’s productive 
imperative. (see Jib 1998–1999).

Moreover, this approach strongly characterizes the industrial and 
trade unions relations within the enterprise, in which priority is given 
to the “personalized treatment” with the individual employee (prob-
lems of rhythm, permits, breaks, holidays, etc.). Finally, the very struc-
ture of the labour process, organized into multiple “micro” companies 
internal of the mother enterprise, and the dependence of production 
rewards on the performance of the whole group, facilitate a team spirit 
that helps horizontal control among the workers.

We witness a conflict of cultures and a flattening of differences 
between different countries. everybody drinks Coca Cola or wears 
jeans, becoming “identical,” but the diversity between different social 
classes gets even deeper, stronger and more penetrating. This situation 
is useful only to hold and wield the power of capital trough the means 
of deviant communication. a fundamental component of the new 
approach to accumulation, through the intangible capital of abstrac-
tion; a homologation to the image and culture of the market and of 
profit, as a unique form of business logic, submitted to the wild capital-
ist economic interest; a capitalism that dictates the models of cultural-
social development, homologates all the intellectuals, neutralizes the 
political function.

The sociocultural growth of a larger part of population, the  
modified market conditions, the emergence of more  sophisticated 
infor matics and media cause a strong evolution of the concept of com-
munication, considered no longer as a simple process of commercial 
information transmission, inside and outside, but as an organizational 
capacity to gain social consensus. a deviant and deviated communica-
tion as key factor of the pervasive knowledge system of the post- 
Fordist generalized social factory, able to finalize knowledge and 
organizational behaviour as transmission centres of the idea-enterprise 
to society, through information and decision-making processes that 
become models of social life.
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a flexible organizational structure, in fact, with a strong and deter-
mined communicational model already in the strategic phase of plan-
ning, promotes harmony and consociational models aimed apparently 
at participating in the decisions of each component of the company, 
instead of adopting decisions imposed by a restricted leadership, but 
still aimed at compressing the conflicts in the labour world and in the 
unemployment field. This occurs by using, along with traditional 
media, other instruments, which take into account the wishes of the 
enterprise, the workers, people outside the production cycle, the cus-
tomers, that enable the implementation of the decisions imposed on 
the community to turn it into a set of business interests holders (share-
holders, management, suppliers and customers, public administration, 
workers, all citizens, although differently involved).

Deviant communication thus becomes a means to preserve the 
interests of the dominant class in society, in the territory, in the socially 
spread enterprise, in a generalized social factory, in which communi-
cation is the evolution phase of information capital, giving up its origi-
nal priority: the communication with the purpose of the movement of 
all the ideas, the spread of new cultures, inventions and discoveries.

The integrated strategic deviant communication model is a unified 
framework of information, knowledge, ideas, decisions, behaviours, 
that transmits to different social targets the basic elements of the  
enterprise culture, to affirm the capitalist identity. So the neoliberal 
enterprise image is defined and managed, by strengthening and enhanc-
ing the economic, social and consensus management, focusing on  
the market laws, where the profit State’s role as pervasive agent is 
fundamental.

post-Fordist capitalism is, in fact, a social dynamic system, charac-
terized by a constant technological progress, intangible, capital-based, 
that expels labour-force, while in the past was functional to material 
accumulation in order to create new markets, involving the workers in 
excess. This is no longer valid, because the communication technolo-
gies are pervasive and characterized by virtual product as communica-
tion is an intangible means and not a produced good.

For the first time a technological leap as that information technol-
ogy has nothing to do with the dynamic force for social development, 
but is mainly based on social consensus.

at the same time the growth levels are held without redistributing 
the produced wealth and guaranteeing development and employment, 
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since there is no compatibility with flexible accumulation, that spreads 
to and affects social life as a pervasive immaterial force.

Between the strategic planning of the profit State and the overall 
nomadic deviant communication strategy, the generalized social fac-
tory creates an extraordinary bond. The strategy planning of produc-
tion and social behaviour becomes the original and primary 
communicational flow to impose the enterprise culture to society.

In this context, the strategic deviant and deviated communica-
tion, realized through the messages of the generalized social factory, 
becomes the resource of intangible capital for the post-fordist flexi-
ble  accumulation. all this is oriented to the management of social  
consensus through the imposition of business culture-image, in a 
phase of capitalist restructuring focusing on flexible production and 
accumulation.

Such a form of capital becomes increasingly strategic, because it 
establishes the new frontier of the flexible accumulation for the entire 
post-Fordist capitalist system, with the idea of control and exploitation 
of the social subjects. Deviant behaviour and integrated strategic com-
munication is able to offer to all the subjects, who interact with the 
socially widespread enterprise system, a unity of purposes, aimed at 
social control.

The image assumes the role of strategic intangible resource, realized 
through the nomadic integrated deviant communication: a fundamen-
tal resource for the development and success of the socially integrated 
factory. The image, if properly used, accumulates itself, becoming 
intangible capital with productive functions for the enterprise and the 
whole post-Fordist profit State system, which is oriented to promote 
new forms of capital accumulation.

It is, ultimately, an image capital as a focal and connecting element 
of a system of deviant integrated communication models, which con-
verge on it as a set of intangible resources, capital and immaterial accu-
mulation. The “strong product” is represented by social consensus, that 
shows through the homologation to business competition forms, mar-
ket culture, meritocratic mechanisms, extreme individualism culture, 
through the logic of unbridled competition among workers, lower 
classes, without any conflict with capital.

In this new concept of social advertising – communication aimed at 
strengthening the market culture, an effective integrated communica-
tion, in addition to promote and highlight the distinctive features of 
each company in relation to the competition, is able to meet the needs 
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of capital, particularly financial capital, and consolidate the overall 
image of individualistic social welfare.

The total enterprise value depends on the quantification of intangi-
ble capital, the increase of values obtained by communication, the 
quality of immaterial information resources, used and capitalized by 
the system as a whole. to achieve a high level of consensus, creating 
and spreading enterprise value, it needs to create and strengthen, in a 
complex capitalist organization, the functional relationships between 
all the groups, between all the subjects working in a territory, starting 
from the single units of the enterprise.

a continuous exchange of ideas, information and knowledge is 
established to obtain a “peaceful” climate of compatible coexistence 
and sharing, that involves the workers, the citizens as subjects of work, 
non-work and denied-work. everybody is involved in an homologa-
tion project to the meritocratic and competitive mechanisms imposed 
by single enterprises, managed by the financial capital.

only in recent years the relevance of impulses and the liberty of 
organizing the enterprise, based on models of close co-responsibility 
between ownership, management, governmental institutions and 
workers organizations, has been accentuated. This happened because 
of the acceptance of negotiations by large trade unions, but also 
because of a different cultural climate, which led the whole society, and 
therefore also the employees, to give up to demand claims of other 
target, such as, often, wages.

Society and Immaterial Processes in Knowledge Economies:  
A Marxist Approach

only recently in human history people have started to understand cer-
tain natural phenomena. The application of technical innovations 
throughout history was not a new phenomenon, but it has been a con-
stant in the development of society. Marx claimed that historical peri-
ods can not be distinguished by the objects they produce, but by the 
working tools they use, and it is in modern age that the major changes 
have occurred modifying globally our society.

a lot of authors identify three fundamental periods as major mile-
stones in scientific-technological development. The first relates to the 
industrial revolution, which caused decisive changes in the transition 
from craft production to industrial production. This process clearly 
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defines the identification of two fundamental social classes of capital-
ism: capitalists and workers. The second period, since the late nine-
teenth and to the early twentieth century, was characterized by the 
massive access to the industrial production, the large use of hydrocar-
bons, by electricity. The last is represented by the third industrial revo-
lution, defined as the “Scientific technique revolution” by the Soviet 
school, and the new technical-economic paradigm of Western Marxist 
thought. In this paradigm the application of scientific technological 
progresses is generalized, changing the capitalist accumulation model, 
the services and information technologies sphere is made massive, and 
communication reaches levels never before suspected in the economic 
and social life of the major capitalist nations. This third industrial rev-
olution starts between the 1950s and the early 1960s of the twentieth 
century, but takes up major connotation approximately twenty years 
later, with a push to use the knowledge for the scientific-technological 
development and for the economic-productive configuration of the 
post-Fordist flexible accumulation.

nowadays using terms such as scientific-technical revolution or 
technical-economic paradigm, for Marxist economists, corresponds to 
the confirmation that the profound social changes can not starts only 
from the technological revolution; it needs changes in the ownership 
relations so that there is a transformation in the quality of the actually 
dominant system of production relations.

It is at this point that the concepts of “knowledge economy” and 
“knowledge society” appear, with connected specific elements such as 
“immaterial society,” “intangible capital resources,” “cognitive capital,” 
“intellectual capital,” “knowledge workers,” “immaterial labour, “cog-
nitive workers,” etc.

to the knowledge content in the product and in the exports, the 
developed countries, representing 20% of humanity, are involved in 
more than 90% of the world scientific knowledge creation, while 80% 
of the world inhabitants, which belongs to underdeveloped countries, 
has a capacity to generate knowledge less than 10%.

While developed countries focus these resources on manufactur-
ing  production, the underdeveloped apply them to primary indus-
tries.  a similar situation takes place in the structure for research  
and Development activities, because in the large high scientific- 
technological centres of production and trade and commerce, a very 
high percentage is devoted to experimental development, unlike the 
underdeveloped countries that invest more resources in basic and 
applied research.



 socio-productive configuration of economies 203

only the mastering and the availability of the newest technology 
may resolve situations and change structural assets. The problem, from 
this viewpoint, is that underdeveloped countries hardly have knowl-
edge and technologies – or the investment capacity useful to produce 
them – to get out of their impasse. as some scholars note, the current 
scientific and technological revolution is the only one that have recently 
had a private character: know-how is not an available resource, but is 
jealously guarded, and the access to it for the countries in need is 
denied (Curien, Foray 2000).

The originality of the so-called “knowledge society” is that it accel-
erates the speed of its spread and of its global reach through culture, 
class and geography until it is getting an expansion and global domi-
nance never seen before in a context of overall social dominance and 
not limited to the production sphere.

Capitalism will always measure the content of its wealth on working 
time as a creator of value, to preserve it and achieve its self-improve-
ment. The political economists have the responsibility of analysing the 
wide dissemination of knowledge and its commercialization, dissect-
ing the methodological and conceptual bases through which value 
creation passes in the knowledge economy era. It results that when the 
negotiating of knowledge occurs, the production sold as a commodity 
is knowledge; knowledge appears here as the final product (patents): 
the sale of knowledge-product is a commodity, and this product has a 
value and also a price, which is the result of complex labour.

at this point, there is the contradiction between the transforma-
tion  from knowledge into value and the value of knowledge as a 
commodity.

The Marxist theory of labour-value explained more convincingly 
the significance of knowledge in the creation of value in its present 
condition only lately: behind the exchange between new technologies, 
new products and new knowledge there are economic and social rela-
tions between subjects in the process of production and services, gen-
erating a set of inequalities for the monopolistic domination of the 
great centres of power. In this international scenario the “knowledge 
economy” generated a new technoeconomic paradigm.

recent World Bank reports acknowledge the contribution of knowl-
edge to economic growth, but in the economic tradition, especially in 
the decades 1950–1960, the mathematical formula that permit to 
approach this phenomenon had already been understood.

Solow’s model demonstrated that a major part of economic growth 
could not be explained by any traditional production factors; this 
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model showed that technical progress was crucial to explain the 
dynamics of growth, but simultaneously recognized that it had an 
exogenous character.

It is not possible to identify a separate field of knowledge from the 
rest of the productive and service activities. The intangibility of knowl-
edge implicates all spheres of human life, and in particular a restruc-
turing process that brings the importance of knowledge, its application 
to technological processes and organizational and institutional factors 
in determining the international competitiveness among countries.

In an economy based on intangible capital resources, the total pro-
ductivity of factors does not come mainly from traditional factors, but 
from knowledge.

The central activity of wealth creation is neither the allocation of 
capital to productive use nor labour.

In these new conditions, the conventional economic theories of the 
nineteenth and twentieth century, including classical, neoclassical and 
Keynesian, do not conform to the demands and needs of the produc-
tion of knowledge; the basic economic resource is not capital nor 
resources, nor earth, nor labour, but it is knowledge. In this context, 
the traditional comparative advantages in international economic rela-
tions are replaced by competitive advantages, maintaining an exclusive 
use of knowledge as a competition factor.

The production process involves a physical process of transforming 
material shape through labour. But it is due to this process that labour 
becomes the measure of the social value of production, because of the 
historical capitalist form of social organization of the general produc-
tion process, i.e. the reproduction process of human social life. and 
the forms of social organization are a material reality, as real as stones, 
minerals and organic matter involved in the production process. In 
reality, there is not a real separation between the production process, 
which involves the use of organic matter, and the production process 
of social relations, as reflected in certain interpretations of knowledge’s 
role in the process of capitalist production, which lead to a pre-Marxist 
conception of material reality.

In his youth, Marx had drawn the critique to philosophical materi-
alism, which limits the objective reality to the processes of nature and 
reduces the material analysis field of human reality to the natural, 
physical, chemical or biological, and more recently statisticians aspects. 
Spiritual aspects, knowledge and social relations are interpreted as epi-
phenomena, derivations of “natural” processes acting in humans.
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But Marx’s philosophy overcomes the philosophical dualism that 
establishes a separation between material and spirit, and applies this 
double dimension to every phenomenon of nature, even establishing a 
relationship of the spirit’s determination on nature.

In contrast, in historical materialism (Marx and engels’s material-
ism) the spiritual phenomena, that are generated and perceived 
through knowledge, are a limited number of phenomena, character-
ized by their higher-level position with respect to the purely sensual 
processes. Knowledge is part of the objective reality given by feelings 
and belongs to the same real field of tangible nature.

Knowledge does not arise spontaneously: it is the result of an indi-
vidual attitude of intimate reflection about external reality, but it 
appears in the production of social life as material life. In every histori-
cal era, knowledge is seen as determined by the conditions of social 
development, expressing the purposes and limits of society at the 
time. That is why knowledge is not only historically determined: it is 
also determined by class.2 Knowledge is not neutral but is class- 
determined.

The Value of Knowledge or Value Originated by Knowledge

The industrialization of knowledge, the control of human energy, 
human labour thinking, abstraction, carried out by the owners the 
means of production, is currently the dominant form of the generation 
of knowledge, and endows them with a power to make social material 
productive forces dynamic greater than in other stages of the historical 
development of capitalism.

any production of goods or services requires a certain amount of 
knowledge. The problem consists of determining and specifying when 
knowledge becomes the key component of these processes and 
becomes vital for the development of new productions of goods and 
services.

For a first approach to the theme of the knowledge economy from a 
Marxist theory of labour value standpoint, we need two methodologi-
cal clarifications. First, for Marx the value of goods is determined by 

2 Marx wrote the “Theses on Feuerbach” in a notebook in 1845, at the age of 26, age 
in which he had already developed the basis of materialist philosophy of history. When 
engels published them in 1888, he considered them as “the first document that con-
tains the initial seed of the new conception of the world.”
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abstract, indistinct, undifferentiated labour: the magnitude of value as 
the socially necessary amount for the production of particular goods. 
The human labour that creates value can be: simple labour, which is the 
labour-force that every person, in the medium term, has in his body, 
without the need for special education; complex labour, which is the 
empowered simple labour or multiplied by a small amount of complex 
labour, and that can amount to a large amount of simple labour.

Therefore, knowledge is a complex labour, that is, empowered sim-
ple labour that is included in the process of production, services and in 
its knowledge, including a high level of productivity and competitive-
ness. This included knowledge can generate, and in fact generates, 
product innovation, as well as new technologies and new knowledge. 
Intellectual labour as a complex labour creates value.

Secondly, labour is the substance of value, but labour itself has no 
value (it is labour-force that has value): labour creates value.

For a deeper analysis of Marx’s idea about the role of knowledge, 
development of science and technological processes and its applica-
tion in production as a direct productive force direct, it is necessary to 
clarify that the study should be organized on the basis of an histori-
cally determined society, not society in the abstract, and it refers to 
capitalist society. Marx’s analysis focuses on the historical nature of 
capitalism, and how the power of capital aims at its destruction and 
not at its development; that is, its development inevitably leads to its 
destruction.

at the same extent that the working time is set by capital as the only 
determining element, the immediate labour and its quantity as deter-
mining principle of production disappear. Marx continues explaining 
how labour is immediately reduced to a small and dependent propor-
tion to the technological application of natural sciences. This analysis 
enables him to conclude that capital works to the benefit of its own 
dissolution as the dominant form of production.

Finally, knowledge society, as is a capitalist society, is characterized 
by having subdued human spiritual activity to the market relations.

and the market value has no other material content than labour-
value, the application of human energy, physical and mental, to the 
production of goods, among which there is now knowledge.

The possibility of patenting knowledge, translating it into private 
financial profit (e.g. patents on human genome, or certain secretions of 
plants), is a clear demonstration that the knowledge “economy” is 
another expression of the market or capitalist economy, that applies a 
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systematic measurement of market profit to knowledge, and does not 
constitute any exception to the application of the theory of labour-
value, which explains precisely how this notion of market profit is 
built.

at the same time, the knowledge economy cannot be considered as 
external or alien to the dominant social relation in capitalism (i.e. the 
capital-labour relationship), determining a new configuration of the 
labour-capital conflict in the so-called post-Fordist phase.





1 On the subject see Martufi, Vasapollo (2000a), Vasapollo, Casadio, Petras, 
Veltmeyer (2004).

ChaPter FiFteen

the DYnaMiCS anD iMPLeMentatiOn OF eCOnOMiC 
POLiCieS in the GLOBaL COMPetitiOn1

The System of International Political-Economic Dominance

The profound social and economic changes that have characterized 
recent decades have greatly influenced the local environment in which 
each production system has transformed how the entire enterprise is, 
appears and acts.

at this stage one can witness a globalization of markets, cause and 
effect of the increased competitiveness and productivity of the eco-
nomic system as a whole and of the individual traders in particular. 
The improvement of transport and communications, the progressive 
demolition of trade barriers, also facilitated by the renewed interna-
tional political and economic agreements, led to a more direct con-
frontation among enterprises, that behave as if they were operating in 
a market without any tie of territorial boundaries. The market, which 
has become increasingly dynamic and competitive, today seems to 
present a clear and irreversible trend to become a single market; a mar-
ket of a global dimension.

Besides the internationalization of the production process, pro-
found changes are recorded in the behavioural patterns underlying the 
manifestation of the demand for goods and services produced.

in the countries that until not long ago were described as industrial-
ized, and today we prefer to define as the area of advanced, or rather 
mature capitalism, the consumer has become a far more complex sub-
ject than in the past, since the dense network of information available 
leads to more flexible and multidimensional behaviours, arising from 
the general context in which information and communication have 
now assumed a strategic and dominant role.

The new internationalization process has already been proved in 
markets as a process of global competition for the companies dealing 
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2 For further analysis see Martufi, Vasapollo (1999).

in the social market (generalization of the post-Fordist kind) in the 
era  of the flexible accumulation. excluding the circuit of local and  
traditional consumption, for the vast majority of products now 
there  is  no difference in status or perception of domestic products 
and trans-national products; usually, the products coming from other 
countries, or for other countries, are treated the same way as domestic 
products.

Firms now tend to regard the internal market as part of a wider mar-
ket, divided into many national units: a trans-national market in which 
to develop global competition in a microeconomic key as competition 
among companies, and from a macroeconomic perspective as compet-
ing geoeconomic poles. The companies, however, are a driving force 
behind the internationalization, since on the one hand they have dic-
tated the times and forms of the trans-nationality and on the other 
they have benefited the most from it.

The development of internationalization is connected with the cri-
sis  of Fordism; in fact, the liberalization of domestic markets has a 
very  disruptive effect on the structure of power and the balance 
of  Fordism. On the one hand, companies driven by international  
competition detach themselves from public protection, while on the 
other the regulatory power of the State decreases, becoming a global 
Profit State.2

in this sense, neoliberal globalization represents the beginning of a 
new phase in the history of capitalism, which arises from the end of the 
national society of mass consumption, which had granted too much 
power to the working classes to the detriment of the national capital-
ists, weakening the profit rate and thus generating the conditions for 
the great crisis of the 1970s.

in practice, internationalization becomes deregulation, in which 
there is not yet a real and systematic post-Fordist reorganization, but a 
loss of the old organization to achieve a new functional structure for 
flexible accumulation. Deregulation in fact consists of a gradual dis-
mantling of the rules, which are identified as rigidities of the system; its 
largest impact is for instance on the welfare and regulation system 
typical of the Welfare State. Originally tried in the United States, prop-
agated by an individualistic neo-conservative and liberal and appar-
ently anti-government ideology, they were a pillar of the economic 
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policy of the reagan administration (the so-called reaganomics), 
aimed at the elimination of constraints (laws and public institutions) 
and control of private entrepreneurship to ensure the efficiency of  
the economic system. today this is the gospel of every neoliberal 
government.

The post-Fordist prospect must not have less organization; instead 
it requires a more complex system, which must govern a network of 
interdependencies much wider than that of the Fordist company. 
it must also coordinate change, which occurs also on capital resources 
that have increasingly intangible value.

The alternative proposed is to create a mass consumption society, in 
order to fragment, on an international basis, the working class which 
was unified at a national level: for example, a part of the German textile 
working class is composed of the workers from Singapore and Malaysia 
of the textile firms in Germany; a part of the working class of the auto-
motive industry in the United States are the Mexican or argentine 
workers of Ford, etc.

at the same time the consumption capacity of a fringe the popula-
tion of the poor countries increases, a minority but enough to make 
the international trade in products of high added value profitable, as 
well as the internal marketing of part of the production of multination-
als. These new consumers replace those who have become poorer, 
emerging from the number of demand generators: they appear today, 
in developed countries, in sufficient numbers so that through unem-
ployment, the industrial reserve army, the workers of those countries 
can be controlled.

We can speak of four forms of capital: financial capital (better capital- 
investment), productive capital, «human capital» (workforce) and the 
one called social capital or better «social human capital», which is the 
accumulation of knowledge and production practices.

The capital-investment should not be thought of as a single body, 
but as a separate and hierarchical unit in which the productive capi-
tal  (including FDi), the commercial capital and the financial capital 
(i.e. the financial investment), which, compared to the past, has taken 
on a purely speculative note, are combined.

The productive capitals, specifically foreign direct investment and 
financial investment, interact with each other to access the money 
mass that enables them to destabilize the economy, or rather to impose 
in those countries where the productive investment has been ori-
ented the «stability» desired by large geopolitical blocs. The areas with 
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3 about these topics, later in this work, references will be made to Martufi, Vasapollo 
(2000a); arriola, Vasapollo (2004, 2005).

4 For a further analysis on this subject see Martufi, Vasapollo (ed., 2008); Vasapollo 
(ed., 2008).

strategic interest, such as Central-eastern europe and the asian area of 
the former Soviet Union, eurasia, Latin america, are in fact the bat-
tlefield where the two major geo-economic poles (U.S., eU) are fight-
ing their economic war for global control.3

This is possible also thanks to interventions in terms of financial 
internationalization which, using the proceeds of foreign investments 
on production, are used to launder profits in the West favouring forms 
of financial speculation leading to easy money.

Productive capital is still subject to State laws; a machine cannot be 
so easily transported from one place to another. Productive capital 
moves in an international platform, because multinational firms estab-
lish a logic of accumulation that combines their activities in several 
countries within a single production process.

human capital, or more precisely the workforce, has even more bar-
riers: not only it has to ask permission at the border, but it also must 
have a passport, and its transfer costs more than moving a machine. 
The workforce is moving in an international space with different forms 
of regulation and enhancement of the workforce.

For its part the capital, the accumulation of knowledge and experi-
ence, the know-how, the production culture, are almost strictly national 
and often even regional, local (think of the phenomenon of the indus-
trial districts in italy). Therefore, different economic dynamics cross 
this planet at very different speeds and barriers.

But currently the only actually existing worldwide market, which 
has surpassed the limits of the regulation of national states, is the 
global financial capital market.

as such, neoliberal globalization is an unfinished reality, there-
fore  subject to unpredictable changes in its evolution. There is 
another  dimension of the neoliberal globalization that is instead 
advancing rapidly: in the ecology field there are regional problems 
(such as acid rain or air, soil and water pollution), but there also are 
global problems (such as the phenomenon of the ozone layer, the 
reduction in biodiversity and the overheating of the atmosphere), 
whose analysis needs more specific insights than those carried out in 
his work.4
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The Market of Global Financial Capital

The cause behind the growth of the financial sphere are the flows 
towards this field of fractions of wealth coming from within the real 
production and that, before being moulded in different forms and 
transferred to the financial area, had taken on the characterization of 
wealth determined by the sphere of real production. These flows are 
the source of perverse mechanisms of accumulation, which determine 
economies aimed at the domination of finance capital as tools of the 
relationship of international competition among geo-economic poles, 
competition mediated through tradeoffs within the supranational 
organizations (G8, WB, iMF, OeCD, Cei, BiS, Un).

These globalization processes on a financial level simply pursue 
their own internal logic, tending to maximize their financial returns 
without a leverage effect on the real economy; financial returns that 
add up to ever higher industrial profits, due to huge increases in labour 
productivity. These are increases that, since they do not have social 
redistribution, have increased the share of wealth allocated to the capi-
tal factor mostly in the form of income, taking less and less the form of 
investment able to create more jobs for the benefit of dividends, inter-
est and capital gains to be devoted to financial speculation or foreign 
investment in countries with low labour costs and less rights.

The appearance of the structural economic crisis, since the early 
1970s, led to the destabilization of the labour markets and of the sys-
tems of production. today there continues to exist a system of move-
ment of people (visas, immigration permits, migration authorities); 
there continues to exist a system of movement of goods (import and 
export permits, customs authorities), but there is no international 
monetary system, there is no world currency, there is no monetary 
authority to regulate the international circulation of money.

The decision taken in 1980 by ronald reagan and Margaret 
Thatcher’s governments to complete the deregulation of the financial 
system, i.e. the elimination of controls, ensuring the free circulation of 
financial capitals, has led to the replacement of national governments 
and central banks authority with decisions that result exclusively from 
market signals. Only in the financial market the authority is almost 
absolute. The «almost» is because currencies continue to be national or 
belonging to a specific area.

So, while the goods of a country have a national market, and if they 
want to leave the country they must go through the mechanisms of 
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international trade, national currencies have a global market. There is 
no international trade in currencies, subject to adjustments as every 
trade, but a global trade of currencies.

Financial globalization was largely due to decision taken by the 
U.S.  to deal with their problems of balance of payments without a 
real adjustment of their economy, avoiding the pressures of the central 
banks around the world that the United States would not continue 
with the current payment of their debts with not convertible paper dol-
lars. Since the U.S. has the ability to attract a large part of the world 
savings deposited in pension funds and investment funds, in this way 
they finance the deficit in real transactions with a surplus of capital.

This way the U.S. has allowed the creation of a huge world market of 
currencies, in which money creates more money (DD’) without going 
through a real production. But the problems that occur in these global 
circuits of currencies are carried over in the circuit of the real economy 
and cause the crisis of not profitable banking institutions, and of their 
entire customer base. Legally the iMF cannot act on global currency 
markets in order to help its setting, because by statute the capital 
account of the balance of payments is not within its competence, but 
only of national governments. however, balance cannot be kept in this 
market in the long term. Being an essentially speculative market, bal-
ance is what some people earn, and others lose. But a loss concentrated 
in one or two agents creates a real imbalance in the global financial 
market, because it produces a great loss of trust and this imbalance is 
transported into the real economy. What is unknown is how to ensure 
that temporary imbalances affecting some of the agents are not trans-
formed into an imbalance of the system. The problem is not that a 
bank fails, but that the one failing is one of the ten global banks that 
handle 50% of the total transactions between them. if any of these 
banks went into a crisis of trust, there would be a global financial catas-
trophe of unpredictable dimensions.

however, for large investors and multinationals the existence of 
global financial markets is a great advantage, because they have access 
to credit not limited by national unavailability.

Tools for ‘Economic Interdependence,’ i.e., Strategies to  
Enforce Dependency in Global Competition

in the absence of a radical break with the structure of total economic 
dependence, countries with a medium level of development (and in 
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europe those in the Balkans and the former socialist bloc are a strik-
ing example as well as much of Latin america, in particular regard-
ing the trade with the U.S.) and the Third World are forced to develop 
their industry and their agricultural production so that countries bear-
ers of the multinational companies projects will benefit from it. Jaffe 
(1973, 1990) argues that the colonial countries have been forced to 
«develop» in productive sectors not suitable for them. he gives the 
example of african agriculture that, given the environmental charac-
teristics of this continent, would be the less suitable area for an effec-
tive, efficient and profitable development; while it would be much 
more «natural» to intensify and expand it in areas far more fertile and 
suitable like the large green plains in europe. instead the development 
dictated by the colonial logic has resulted in the development of indus-
try in forced stages in the north (europe) and of agriculture in the 
South (africa). The result is that the development in more dynamic 
sectors such as the industrial sector leads to a much higher productiv-
ity and the ability to increase productive forces to levels not achieved 
in other areas instead anchored to physical and natural limitations 
such as agriculture. This is exacerbating even more the gap between 
north and South.

For example, many asian countries have converted their transfor-
mation processes; their development is now directly subjected to 
the  requirements of the european and U.S. market. One of the pro-
posals by specialists so that developing countries can reach the  
developed countries is that of the «scenarios of opportunity». in this 
proposal it is assumed that the underdeveloped countries placed on 
the technological frontier can take advantage from the possibilities 
of the current techno-economic paradigm, i.e. from the reduced train-
ing time and from the low cost of sufficiently qualified human 
resources.

This analysis rejects the theory of the product cycle, whereby under-
developed countries only receive obsolete technologies that had 
already exhausted their innovative qualities.

neo-Schumpeterian theorists of technological change argue that a 
dynamic view of development might allow, under current conditions, 
a competitive production in developing countries during the swarm 
phases in the development of technologies. The foundation of this claim 
is based on the fact that the life cycles of every innovation are becom-
ing shorter, so innovators must recover their short-term investment, 
since they are more interested in protecting and selling patents for 
technology than in maintaining the monopolist control. according to 
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5 Cf. also García, Sánchez (1999), topics resumed and articulated even by efrain 
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several authors,5 these countries have advantages on costs. although 
this possibility exists, it cannot be ignored that this process occurs dur-
ing the monopolist phase of capitalism, where competition is not fall-
ing, but is more acute in order to maintain extraordinary profits.

For this reason, the neo-Schumpeterian conception, according to 
which the new technological paradigm has real ability to overcome the 
north-South gap in its various manifestations, is overly optimistic.

it is the external demand of the two great geo-economic poles (the 
U.S. and the eU) that models the amplitude and direction of the accu-
mulation process of asian capital functionally to the paradigm of flex-
ible Western accumulation.

Central and South america, Sub-Saharan africa, South asia and 
indochina have a weak state productive apparatus, and are still not 
capable of giving impetus to an autonomous industrialization process 
and are therefore functional to a proper process of colonization by the 
two poles, U.S. and eU. in these areas we also find countries which, 
from the 1970s, have experienced a growth in industry with the com-
bined action of foreign capital and capital controlled by the national 
bourgeoisie, in which multinational capital has a dominant role, which 
tried to change the terms of dependency and give a new impetus to the 
industrialization for the construction of processes of domination also 
dependent on imports, while maintaining a wage distribution struc-
ture that should not allow a growth different from the minimum sub-
sistence levels.

The economic growth of some of these countries is due to the pro-
cess of technological accumulation and change, which has created a 
new and solid model of financial and technological dependence from 
the two major economic blocs, the U.S. and the eU. The reproduction 
on a large scale of the modern industrial apparatus is based on the 
import of machinery, equipment and manufacturing.

The high level of imports inherent to this model of growth and the 
lack of dynamism in the export sector, the relationship of unequal 
exchange, the dynamics of FDi, the movements of the financial capital, 
the profits remitted to foreign companies, are some of the elements 
that create in a matter of decades a macroeconomic imbalance and a 
continuous trend to deficit in the trade balance, filled with increasingly 
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6 Cf. Orati (2003), for a critique of this theory and other theses about the unequal 
exchange with neomarxist and Third World origin.

frequent recourse to foreign borrowing and an excessive use of foreign 
capital, as a way to manage the balance of payments.

economic policy keeps leading to monetarist and neoliberal choices, 
leaving the root causes of the imbalances in the production structure 
intact, thus deepening the trade deficit.

Following the directions of the World Bank and the international 
Monetary Fund, many governments continue to implement policies of 
«structural reforms» and accelerated trade opening, with privatiza-
tion of state enterprises and economic deregulation, introducing anti- 
inflationary policies. The first repercussion is the lowering of real 
wages, the increase of unemployment, deindustrialization, without 
real productive investments being financed by national capital, and 
therefore the expansion of complete dependence from the large eco-
nomic blocks. With the increase of foreign debt and the use of foreign 
capital, the profitability of this last and the foreign distribution of prof-
its increases, with a higher imbalance in the export sector. The refi-
nancing of the accumulated debt causes the increase in foreign capital 
with new capital inflows, which are thought to help stop the recapitali-
sation. instead a dependent development continues to be funded,  
having the illusion of obtaining a durable profit. to maintain the prof-
itability levels, the use of foreign capital and dependence on equipment 
and facilities is encouraged, workers are exploited, public investment 
are reduced and restrictive policies are applied, thus falling into a 
vicious cycle of financial and technological dependency that increases 
foreign debt and makes the survival of entire populations increasingly 
difficult.

Under the current conditions, internationalization reaches a much 
higher degree in its development, helping to move to a new techno-
economic paradigm. The whole international trade theory, including 
one of its oldest proposals, the well known law of the comparative 
advantages by ricardo,6 according to which the trade specialization of 
the trading countries is based on the relative costs, was discussed and 
revisited by economists.

The traditional theory of international trade has dominated eco-
nomic thought for a long time. in the vision of ricardo comparative 
advantages ensure that trade will be good for all countries, provided 
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that each country specializes in the production of those goods with 
lower relative costs, with the exchange depending more on factors pro-
ductivity than on the allocation of resources; international trade, from 
this perspective, always generates profits.

The classical and neoclassical models have always been based on a 
set of restrictive assumptions concerning concrete reality: perfect 
competition, constants returns to scale, national mobility of factors, 
identical preferences by consumers, free diffusion of technology. On 
the other hand the relative benefits, the fundaments of international 
specialization, arise from the comparison of the sectoral structure of 
the relative costs between countries, i.e. the comparison of the interna-
tional sectoral structures.

For several years scientific contributions have been added to the 
creation of a trade theory including technological factors from a new 
unorthodox perspective, since the classical and neoclassical models 
have shown an inability to satisfactorily explain the realities of the past 
years.

For underdeveloped countries, both the concept of comparative 
advantages by ricardo and that of absolute advantage by Smith find  
an insurmountable barrier in international trade, which limits its 
development and therefore the levels of competitiveness. These ine-
qualities are also reflected in the comparative dynamic benefits, since 
the starting points to guarantee infrastructures, continuity of the train-
ing processes, endogenous scientific and technological abilities, etc. 
are limited.

all models agree that this is only possible if the country has access 
to the «necessary human capital», a very productive term from a capi-
tal point of view, increasingly used in scientific literature and in the 
political lexicon to identify the workforce, or better the productive fac-
tor labour, also called, with another not very elegant term, human 
resources. it is very common to refer to social human capital as the set 
of characteristics and quality of the people of an organization, i.e. its 
intangible aspects, like education, training, health, living and work 
conditions, traditional and acquired knowledge, predisposition for 
change, etc.

Social human capital is the stock of «useful» knowledge and skills 
affecting capital. The human capital conception has received strong 
criticism from Marxist theory; this category separates technical rela-
tionships from social relationships, so the socio-political size of the 
enterprise is ignored and thus the relationship of exploitation of the 
workforce can be ignored as well.
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The growing interdependence of markets and technological innova-
tion have changed all of the local systems for businesses; the benefits 
coming from the localization in districts, such as cooperation, proxim-
ity to markets, fast speed of communication, were not enough to allow 
an overall advantage to the system.7

technological innovation, global homogenization forced by the 
needs of the consumers, the reduction of customs barriers and the pro-
ductive transformation are undoubtedly among the main «official» 
reasons for this new process, which is now affecting the world 
market.

The truth is that the international entrepreneur, through multina-
tional companies, foreign trade, foreign direct investments, and the 
role of chains and international business-networks, is constantly look-
ing for new input markets, and especially for new markets to stock up 
at a low cost with the human factor, labour, and raw materials, ensur-
ing capital in areas that are known as tax havens.

The generalization of flexible production, with its needs in terms of 
proximity between those who make the orders and the suppliers of 
parts, semi-finished products and services, has the same impact on the 
choice of the location to the detriment of medium development coun-
tries, in particular, for example, of those industries in Latin america, 
the Balkans and eastern europe where low labour costs are associated 
with a medium-high level of specialization of labour, including some 
labour-intensive industries.

These same factors explain the marginalization not only of great 
part of the developing countries, but especially of the countries of 
Central-eastern europe, Latin america and Mediterranean africa. 
The opportunities for the relocation of production towards countries 
at very low wages, made possible by an almost complete liberalization 
of trade, are transformed for many countries in eastern europe, Latin 
america and even parts of whole continents (mainly africa) in an 
absolute globalized movement of capital, causing a new colonialism in 
the form of absolute marginalization.

For this reason neither the fall of european socialism, or the tech-
nological changes of great significance which took place during the 
last  twenty-five years, have led to any change in the essence of the  
capitalist system of exploitation in terms of a decreased exploitation  
of workers, in particular of waged workers, or in terms of variation of 
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those neocolonial relationships that have characterized for almost a 
century the capitalist system of the world economy.

if an increasingly frequent phenomenon, at the microeconomic 
level in business management and at the macroeconomic level for the 
main world economies, is that of the productive internationalization, it 
needs to be clarified that with this term is defined the process that 
involves the management, on a permanent and stable way, of activities 
of an economic nature in two or more countries.

it is therefore necessary to make the following point: the productive 
internationalization is about the real and characteristic aspects of busi-
ness management and not the financial aspects (holding of shares in 
companies operating abroad).

When speaking of internationalized enterprises a fundamental dis-
tinction should be drawn between horizontal integration, in which 
case the company controls in different geographical areas numerous 
manufacturing plants that create the same type of products, and verti-
cal integration; i.e. with the output produced in a facility that is the 
input for another production unit located in a different geographic 
area.

When the considered phenomenon involves a large number of  
companies in the same country with clear guidelines from political- 
economic choices of the country-system, this process is the result of a 
macroeconomic approach to productive internationalization, referable 
to what we called global competition, and is expressed through a com-
bination of causes that can be summarized as follows:

a. acquisition of competitive advantages, in the field of the global 
comparison among businesses and geo-economic poles, which are 
determined by the management of international presence;

b. exploitation in new geographic areas of competitive advantage held 
in the original markets, such as geoeconomic and geopolitics influ-
ence;

c. research in foreign areas for conditions which may result in ele-
ments of competitive advantage for the company, but especially for 
the country-system.

regarding the strategic aspects, this process is expressed mainly 
through the activation of FDi with structural characteristics over  
time.

The expansion abroad requires, therefore, that the concerned com-
panies review and adapt their organization to the new system. For this 
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reason it is crucial to maintain a balance between the push towards 
internationalization and adaptation to the entire local structure in 
which the companies work. This is achieved through political system 
conditions. Therefore a primary role is assumed by the proper coordi-
nation of the relations of integration among the corporate company, 
the subsidiaries and the reference country-systems with their eco-
nomic policies.

an integrated network of relationships between different companies 
is therefore established through the application of the experience 
gained locally and the strategic policies imposed by the geoeconomic 
poles. it is, therefore, a model based on interdependence between the 
units of the group, which takes on the characteristics of a network 
based on flexibility and geopolitical control.

The growth of competitive conditions, technological innovation, the 
decrease of time intervals between the design and trade of the prod-
ucts, the characteristics of financial globalization and global competi-
tion meant that very often the national branches came to have much 
better conditions for growth and efficiency than those of the parent 
company. This situation has facilitated the transition from the hierar-
chical model to the so-called network model, with an internal organi-
zation with characteristics of a non-hierarchical kind and an internal 
and external market supportive of this approach.

in the network system the parent company and the subsidiary no 
longer exist, but there is a fundamental strong interdependence 
between the various units, which must be able to work together with-
out the specific intervention of the centre. The terms centre and periph-
ery are used in order to emphasize the lack of a leader company that 
organizes and controls the others.

a kind of «network enterprise» is therefore created, consisting of 
relationships with partners that are within the country of establish-
ment; this system of partnerships allows the reduction of the capital 
injections, a better integration into the local environment and to  
manage national issues. The centralized corporation is replaced by a 
network extended on a global scale; within this network there are 
forms of internal partnership (e.g. franchising) and forms of external 
partnership (such as joint ventures).

Multinational enterprises, however, work in two geographical 
dimensions: the global and regional dimensions. among the first 
are those companies operating in sectors with high technological con-
tent (such as it), while among companies with a regional organization 
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are those that distinguish their activities in regions or macro-areas 
depending largely on the benefits associated with this distinction  
(such as the possibility of exploiting the homogeneity of markets, best 
conditions of taxation and the labour market with professionals with  
a good level of expertise and low labour costs).

it is important to bear in mind that there are two fundamental 
organizational criteria: vertical and horizontal. in vertically integrated 
multinational companies the various stages of production are located 
in different places depending on the benefits, as described above, that 
can be found in different areas. Therefore the relationship between the 
branches depends on how the intermediate products are transferred 
from one stage to another along the border. in multinational compa-
nies horizontally integrated, however, the same stage of production is 
repeated in another country; the same good is produced both by the 
parent company and by a foreign branch, therefore having to choose 
between export and investment procedures.

Since it is the finished product that is sold, creating a subsidiary 
abroad often serves to circumvent tariffs, tax burdens, administrative 
barriers and transportation costs, appropriate rules and regulations on 
labour and to compress as much as possible the costs of labour. 
Moreover horizontal integration is a way to prevent the entry in the 
market of other companies for competitive reasons.

Multinational enterprises, however, play a key role in the process of 
integration, propagation and expansion of trade, always in the interests 
of a «productive and commercial war» for the economic blocks, par-
ticularly at this time of fierce global competition. The various mergers, 
alliances and productive and commercial agreements, the dynamics of 
the FDi themselves, in short, the various processes of internationaliza-
tion in recent years, give an idea of the role played by multinational 
corporations in the global economic competition for geo-economic 
poles.

in recent years the proliferation of industrial, banking and trading 
concentrations has been witnessed in all the countries of advanced 
capitalism. in essence, it was necessary to implement alliances between 
companies, which have led to their expansion.

in view of the processes of economic internationalization and the 
productive relocation processes, in the most important capitalistic 
poles there are constant mergers, acquisitions and financial and indus-
trial concentrations, which often take the form of national-capitalistic 
processes in search of competitive space.
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it should be remembered that most of the international movements 
of acquisition and fusion take place in three large global blocs, consist-
ing of the european Union, the United States and Japan, and these are 
the precise areas where concentrations are formed. This occurs to 
reshape the role of multinationals in the geopolitical and geo-economic 
conflicts of global competition. it follows that if acquisitions and merg-
ers of companies have grown considerably in recent years it is also true 
that, whereas previously these operations occurred mainly in econom-
ically developed areas, there has been a growth for some time even in 
areas with a medium level of development.

The interest of multinational companies towards these countries is 
due to the fact that these economies have low costs of production and 
very competitive qualitative and organizational standards; for instance, 
areas of asia, Balkans and Central-eastern europe.

But if you thereby increase the spread of the global enterprise and 
role of multinational corporations through international productive 
relocation, these dynamics of spatial distribution lead to forms and 
intensive processes of control spreading through strong mechanisms 
of concentration of ownership.

in almost all cases of concentration of ownership efficiency and 
competitiveness are invoked, resulting in drastic reductions of staff, 
outsourcing of phases of the cycle, and this increases illegal, precari-
ous and flexible work, in conditions and usually in forms of redistri-
bution all in favour of profit and deriving from the strong gains in 
productivity.

Structural Adjustment Programs (SAPs) as Political  
Strategies of Neoliberal Globalization

Goals, Measures and Interventions through the SAP

Perhaps it was in Latin america and africa that liberal recipes were 
applied most decisively, from the time when the debt crisis caused the 
failure of the more or less Keynesian traditional policies applied until 
then.

The so-called structural adjustment programs (SaPs), together with 
the stabilization policies, are the set of economic policy measures  
recommended to peripheral countries through international finan-
cial  organizations. Basically, they are the same diagnosis and recipe 
book that, under the name of neoliberalism, are applied to developed 
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countries after the change of the political climate worldwide, with the 
Conservative victory in the early 1980s. There are three axis in the 
structural adjustment programs:

a. increased competition in markets: agriculture, industry and world 
trade;

b. improvement of the responsiveness of factor markets: capital, 
labour and knowledge;

c. the efficiency of the public sector: regulation, social policies and 
funding.

Therefore, structural adjustments cover a variety of economic aspects:

a. education and human capital (financial quality);
b. long-term research (role of governments, infrastructure, relation-

ships of the basic research with industry and international coopera-
tion);

c. labour market and labour relations (labour relations systems, con-
nection with the economic activity and reforms);

d. financial system and funding of industry (development of financial 
markets, funding of industry, international cooperation)

e. agriculture (agricultural policies, imbalances and their treatment);
f. industry (national industrial policies, government and industrial 

settlement, technological development, support strategies);
g. world trade;
h. public sector;
i. regulation (of competitive industries, natural monopolies);
j. social policies (health, pensions, support for the unemployed);
k. financialization of the public sector (growth, tax burden, reform 

tax).

The structural adjustment programs cover a wide range of state inter-
ventions in the economy, and the commercial and social fields. The 
SaPs incorporate, at different doses and with different temporary 
rhythms according to the case, the following policies:

a. trade liberalization;
b. privatization of industries and services;
c. agricultural liberalization (price and quantity);
d. dismantling of regulatory agencies and mechanisms to confer 

licenses;
e. deregulation of labour markets and «flexibility» of salary;
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f. reduction and commodification of social services (mechanisms of 
shared costs, stricter access criteria to welfare and social assistance, 
social exclusion of vulnerable groups, competition market with 
state and public institutions with the privatization of social services 
such as public hospitals, etc.);

g. less attention to environmental problems;
h. educational reforms aimed at training for employment, instead  

that at the formation of citizenship and at the strengthening of the 
cultural bases;

i. family policies that worsen the situation of women and children.

all these elements require a massive government intervention that,  
by changing the legislative framework, the standards setting and the 
parameters for implementation, significantly change the implementa-
tion space and the prospect for public intervention, now mainly focus-
ing on the enlargement of the scope of market relations in social and 
economic life.

Monetary Policy

in the mid-1980s, many underdeveloped countries were suffering from 
hyperinflation crises. in an environment in which changes in price lev-
els are constant, and with a highly unstable condition of the exchange 
rate, it is impossible to think of endogenous conditions conducive to 
investment and growth. in this situation the traders, with a high degree 
of uncertainty about the future interest and exchange rate, were indefi-
nitely postponing their decisions and were inclined to speculate.

as already mentioned, the neoliberal policies identified in the State 
the operator guilty of introducing economic uncertainty and inflation-
ary conditions in the system. The application of years of lax monetary 
policies had led to their conversion into the primary disturbance of the 
economic cycle.

The major monetary emissions completed by the central banks of 
these countries, with the objective of financing the «inefficient» 
expenses of State, had produced unsustainable inflation rates, with 
high nominal interest rates that acted as a disincentive to investments, 
and steady depreciation of the currency, which in turn discouraged the 
attraction of foreign capital, steadily decreasing the value of the invest-
ment in terms of international currency. Furthermore, the constant 
depreciation increased the amount of international obligations, factor 
that increases the pressure on the balance of payments.
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The iMF proposes the application of restrictive monetary poli-
cies, with monetary emission upper limits and using fixed exchange 
rates to achieve specific targets to reduce inflation, and thus begin to 
prepare the ground for a strong and sustained phase of economic 
expansion.

it is argued that, at first, the proposed measures will lead to unpleas-
ant recessive consequences, but the benefits will begin to be experi-
enced in the medium and long term, primarily through interest rates. 
The implementation of monetary emission caps caused a continuous 
rise in market interest rates, which reduced investment and therefore 
aggregate demand in the short term. But in the medium term, with the 
reduction of inflation, produced by the measures taken during the 
adjustment, the nominal interest rates began to adjust to the new price 
levels, which decreased the scissor between actual and nominal inter-
est rates. The decrease of this scissor resulted, in turn, in an increase in 
investment, and therefore in the economic dynamic.

Secondly, the stability of the exchange rate allows the reduction of 
inflation to sustainable levels in two forms. The first occurs via the 
external trade flows and the second through financial flows. in the first 
case, the supported fixed exchange rate encourages the entry of imports 
at a lower price than national production, introducing competitive 
pressures on industry and forcing it to reduce costs, and therefore the 
price level. This mechanism of pressure reinforces the objectives of 
commercial liberalization, promoting the disappearance of inefficient 
sectors through external competition, thus encouraging the sectoral 
movement of resources that reinforce the emerging and competitive 
export sector of the country. in the long term the country will take 
advantage of the fixed exchange rate, experiencing a steady increases in 
international reserves, thanks to the surplus on the trade balance 
account generated by the favourable location of the export sector in 
the world economy.

in the case of financial flows, the acceptance by the central govern-
ment to maintain a certain exchange rate generates a degree of confi-
dence in foreign investors, who respond by generating a positive inflow 
of capital into the country. This flow of capital, either addressed to FDi 
(foreign direct investment) or portfolio investment, will allow a relief 
of the country’s foreign position, increasing international reserves, 
thus providing the ability to pay the foreign debt in the short term. it is 
argued that all this will reinforce the confidence of international mar-
kets in the adjustment process, which will increase investment flows, 
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thus improving the prospects for economic growth of the country in 
the future.

as one can see for the iMF it is well worth sacrificing economic 
growth in the short term, with the aim of obtaining a reduction of the 
inflation rate that is compatible with economic growth in the long 
term. eventually the implicit aim of these measures is to create a pric-
ing system consistent with the needs of a market economy, which, 
being free from rules, provides accurate information to economic 
operators, to lead towards a better use of resources and reach an eco-
nomic growth.

Consequences of the Application of Neoliberal Policies

The international financial system forces countries to work in envi-
ronments of low inflation and exchange stability, when the structural 
and macroeconomic conditions are not capable of promoting these 
situations.

Why? in general, the countries submit to the adjustments to rebuild 
their international reserves, and in this way to continue to share the 
international trade. These reserves were eroded mainly by two facts: 
constant current deficit and increases in the payment of foreign debt. 
This means that there are two solutions: one is to achieve increases in 
revenues through improvements in trade and the other is the reduc-
tion in the payment of debt service, both through refinancing out-
standing debt, and through default.

as a result of how the debt crisis of the 1980s was managed, the 
financial component of external imbalance increased to a large extent 
and was not resolved by trade surpluses or the cancellation of debt, but 
through the return of the country in default to international capital 
markets, where they could again borrow as sovereign debtors and in 
this way refinance their debt, in order to avoid liquidity problems in 
the short term.

in this way, countries are obliged to always attract bigger masses  
of capital that make it possible to indefinitely refinance the debt 
through low inflation policies and stability of exchange, despite the fact 
that, in the first place, the current account deficit will continue and 
secondly, the stabilization of these indicators will cause irreparable 
damage to the production capacity of the country and therefore to the 
stability of the rest of the main «real» macroeconomic indicators such 
as growth and employment.
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having said that, the reason why the policies of low inflation and 
stability are fundamental is clear: because this is the only way in which 
countries can ensure profit to foreign capital and therefore can stimu-
late their entry into the country, with the goal to continue financing 
trade deficits and a rising debt; this creates a vicious cycle of debt and 
recession, which hinders the application of economic policies that ena-
ble the country to be pulled out of the crisis.

This vicious circle directly related to the deregulation and liberaliza-
tion policies imposed by the structural adjustment instead of allow-
ing to pull the country out of the crisis only create worsened conditions 
for it.

The first to have this effect are the short-term policies of economic 
stabilization, more precisely the steep reduction of public spending, 
the reduction of the money supply and the stability of the exchange 
rate. The combination of these policies results in a environment of high 
interest rates and of low profit prospects that not even in the best cir-
cumstances would lead to a stable and lasting growth. The reduction of 
public spending with the aim of controlling inflation causes a contrac-
tion in economic activity that reduces the income of the population 
and thus future consumption, affecting the sector of national produc-
tion with the addition of a serious general deterioration of the working 
and social conditions for the poorer sections of the population. at the 
same time, the contraction of the money supply causes an increase in 
the interest rate that, although helping to achieve the goal of attracting 
foreign capital in the short term, allowing to finance the checking 
account deficit and to reduce inflation rates, inhibits the development 
of the national productive sector by imposing a prohibitive cost on 
investment.

Finally, the stabilization of the exchange rate, when operated under 
conditions of high interest rates, causes an inflow of foreign capital 
overestimating the exchange rate. This appreciation hits the domestic 
production in two ways: by imposing a «tax» on exports making them 
more expensive in relative terms, which hits the export sector, while it 
reduces the cost of imports, creating an incentive for their consump-
tion. The combination of these two factors thereby increases the origi-
nal external imbalance, reinforcing the need to increase the entry of 
capital that allows the funding of the increase of imports.

What international institutions, like the iMF and the WB, do not say 
is that this stabilization is achieved at the cost of mortgaging the future 
of the country, because the basic problem remains, namely the trade 
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deficits continue and therefore the only way to sustain the economic 
situation is to promote the entry of more capital, not only to pay past 
debts, but also to increase international reserves and thus generate 
confidence in the exchange rate, maintaining a positive image.

now it is necessary to explain why the fundamental imbalances 
remain intact and in what way they become the main obstacle for the 
stabilization to be translated into economic growth.

The most important cause of trade imbalances is the premature 
trade liberalization. as Stiglitz points out, it is not possible to be so 
short-sighted and simply hope that new job opportunities will be  
created as the jobs created by protectionist barriers are lost, when the 
economic conditions to make this happen do not exist. instead liber-
alization creates suitable conditions to block this process, preventing 
the natural adjustment mechanisms from operating and allow the 
return to balance.

applying trade liberalization liberalizes capital movements, which 
only produce negative effects on the national productive sector. With 
the neoliberal policies the entry of capital and the resulting surplus in 
capital account of the balance of payments lead the exchange rate to 
cease to be transiently determined by the position in the current sec-
tion of the balance. in this situation it is therefore natural that the 
exchange rate does not respond rapidly to the changes in the trade 
flows or to the changes of economic policy that affect the revenue, but 
more to financial factors and volatile expectations. This translates into 
a determent so that the exchange rate can vary and allow the applica-
tion of the principle of purchasing power parity, while reflecting the 
differential of productivity and therefore of the existing prices, allow-
ing the attainment of the external balance. Therefore exchange rates, 
by behaving in this way, not only do not produce convergence between 
the economies concerned with trade, but on the contrary, lead to diver-
gence. hence the domestic production must compete in markets with 
the drawback determined by the initial appreciation of the exchange 
rate caused by the flows of foreign capital. to these initial drawbacks 
the high interest rates that impede to borrow for productive purposes 
need to be added, as well as the rise of taxes made with the objective of 
increasing government revenues to reduce the deficit, and recessive 
perspectives in the economy, which depresses even more investment. 
all this forms a fairly daunting picture for national producers.

it is also necessary to say that in practice the processes of com-
mercial liberalization encourage the specialization in sectors where 
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countries have a competitive but not comparative advantage. This leads 
to overproduction in the world market, from the countries subject to 
the adjustment, of commodities or raw materials such as coffee, rub-
ber, etc., causing a drop in the prices of these goods. This trend affects 
the terms of trade of the countries, worsening them in absolute terms 
and mainly taking into account the rising of oil prices in recent years 
and the capital goods imported to equip the export sector. For this 
reason, this dynamic is incompatible with growth and the long-term 
external balance.

all the phenomena mentioned, namely reduction of spending, 
monetary contraction and trade and financial liberalization inevitably 
lead to a fall in economic activity, if not avoided through an expansion 
of debt; a growth is produced based on that debt instead of growth in 
exports, on an endogenous growth compatible with a balance of the 
principal macroeconomic variables. in such cases the increase in debt 
only causes a strengthening of the measures for the attraction of capi-
tal, which in turn will create an even more unfavourable situation for 
the country against the creditors when the inevitable moment of col-
lapse will come.

a defender of the adjustment policies could say that the fall in eco-
nomic activity is good for the country’s external balance and therefore 
contributes to the success of the adjustment itself, thanks mainly to the 
pressure that this causes on domestic prices, thus encouraging the 
competitiveness of exports on international markets and the reduction 
of imports as a result of the fall in income. This adjustment system 
does not work in economies which introduce the financial liberaliza-
tion because, as stated, all financial flows exceed by far the flow caused 
by commercial activity and thus allow the financialization of the defi-
cits; despite the income drops, the imports not only do not diminish, 
but tend to increase as a result of the low prices.

Therefore, supporting measures to reduce spending and the control 
over the money supply, in contexts of financial and trade liberalization, 
the iMF is directly responsible for the economic and social disasters, 
because on one hand such measures do not hit the fiscal deficit nor the 
external imbalance and, on the contrary, if the interest rate increases  
as well as the country’s obligations, it becomes impossible to escape  
the crisis.

The key moment and highlight of the process of collapse of the 
country is marked by the reduction of the international reserves. This 
fact affects the investors’ confidence in the commitment of the country 
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to maintain the exchange rate stable and the ability to meet its short-
term obligations without the need for debt refinancing.

at the end of the cycle the country ends up with more debt, more 
dependence and thus greater external vulnerability, with a State now 
rendered unable to meet the basic needs of the majority of the popula-
tion and a national industry out of business.

So now we should ask ourselves: what lessons can be obtained from 
the application of structural adjustment plans, what are their major 
defects that eventually end up becoming the reason for their failure? 
(Davies 2003: 6, 12).

First, to charge the State and the public policies with the fault of the 
external imbalances. as stated, the problem is not reducing the public 
deficit to achieve external balance, which may come to be a necessary 
but not sufficient condition, but it is to create the conditions that allow 
the disposal of stocks and finally activate the productive capacity of the 
country to get in this way positive results in the checking account of 
the balance of payments. Contrary to what international financial 
institutions hope, structural reforms that promote the reduction of the 
economic and productive weight of the state sector do not promote the 
external balance. and they cannot promote it, because the public sec-
tor must play a key role when it comes to promoting national policies 
to overcome the shortcomings of production.

in reality, with the implementation of the reforms, what is being 
promoted is the destruction of the productive sectors of the countries 
that are subjected to them, while creating recessive environments 
where the protection by the State disappears in the key sectors of the 
economy. Thus the only solution that remains is the application of  
an active economic policy which promotes the strengthening of the 
national productive sector, the economic recovery, and through it 
seeks an increase in revenue to settle the deficit on the long-term.

Secondly, it becomes necessary to analyze more deeply the fact 
that  currently the public deficit is not responsible for the braking  
macroeconomic effect, as stated by neoclassical theory; the recessive 
policies are guilty of the low levels of investment present in many econ-
omies undergoing the adjustment. although the domestic savings  
as a result of deficit reduction are largely increasing, the investment 
will not increase in a macroeconomic context which includes high 
interest rates, caused by the monetary policy and by the prospects  
of low GDP growth, to reduce public, and in particular, social 
expenditure.
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Thirdly, the economic point of view that identifies the foreign bal-
ance with the trade balance and the public balance determined by 
wages and public spending is now obsolete. in the case of foreign bal-
ances, it needs to be stated that the trade balances for some years, and 
as a result of the financial deregulation policies, have stopped to be the 
centre of the imbalances as the financial flows in the case of many 
countries are more than sufficient to finance trade imbalances, thus 
becoming the core of the international economic relations.

On the other hand, in the case of the public balance, every day the 
fulfilment of the payment of the foreign debt gains importance in pub-
lic spending, mainly as a result of high interest rates and debt policies 
in international markets pursued by the countries subjected to adjust-
ment. in this way the policies initiated to solve the deficit and imbal-
ance problems are not incisive, because they depend on another 
indicator that in turn responds adversely to the policies applied to 
affect the income, exacerbating the initial problem: the interest rate.

Fourth, trade and financial liberalization, as implemented by inter-
national financial institutions (that is attentive to create the necessary 
conditions to overcome the structural problems caused by trade defi-
cits, hindering the formation of an endogenous process of accumula-
tion and imposing pressure on countries on an economic structure 
already deformed by years of dependence and exploitation) is only 
capable of sacrificing the national economy to foreign capital through 
intensive privatization processes in strategic sectors, only to end suc-
cumbing under its weight.

The attack on the State that took place in Latin america during the 
1990s left a legacy that will take at least two generations to be erased. 
in Latin america, and also in africa, in the decades preceding the debt 
crisis the State had a key role both from the point of view of consump-
tion and of investment with its activities in some way it compensating 
for the shortcomings of the accumulation process, namely the weak-
ness of the national capitalist sector in almost all the countries in the 
region. Privatizations fundamentally played in favour of transnational 
capital that is exploiting the best part of the national resources.

as a result, the much abused term dependence of Latin america 
continues to be the one that best defines the structural situation of 
the continent, for it is renewed and deepened in a double direction: 
the  increasing transnational control of the processes of national  
accumulation in Latin america is completed with some States weak-
ened to such an extent that they cannot even carry out the minimum 
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8 Source: iMF, “World economic Outlooks,” april 2006.

regulatory functions, with regard to the provision of infrastructure and 
the reduction of the reproduction cost of the workforce (basically 
health and education).

For these countries the new century begins with the burden of debt 
that works as a mechanism of forced transmission of the surplus 
towards the countries of the centre: africa paid 194,000 million dollars 
in interest on debt between 2000 and 2006, and the volume of debt 
remained unchanged. Latin america and the Caribbean, for their part, 
paying 1,100 million dollars during the same period, increase their 
volume of debt.8

The fact that during the application of structural adjustments the 
economic policy recommendations are followed based on a theoretical 
frame, the neoclassical theory, implies the disastrous results which bil-
lion of people around the world had to suffer.

although, in political as well as in economic-productive terms, it 
seems that a «new revolutionary phase» of capitalism is starting, eve-
rything seems to indicate that, particularly in the semi-peripheral 
areas (e.g. Latin america), a new season of awareness of the people to 
the fact that capitalism has nothing new to offer is taking place. 
Therefore, since the events that tried to change the historical period, 
such as the era that we considered the transition to socialism, it seems 
that a «reflux» has been created, to then have a «return» that began 
with the twenty-first century; it is a period of revolutionary changes, of 
anti-imperialist struggle and of a search for alternatives to capitalism, 
as well as of proclamations of a new socialism.





1 Antunes (2006), as already quoted, defines it as “the-class-that-lives-on-labour”.

ChApter Sixteen

the neW COMpOSitiOn OF the WOrLD OF LABOUr  
AnD the COnStrUCtiOn OF An Anti-CApitALiSt 

SOCiAL BLOC

The Modern Proletariat in the New Capital-Labour Contradiction

The transformation of labour and the change of labour performance 
over the last twenty-five years have clearly shown how the taylorist-
Fordist organization has been left behind in order to start a phase char-
acterized by the model of flexible accumulation. As repeatedly argued 
in this work, the process of socio-economic transformation of labour 
itself determines the guidelines of the current socio-economic context 
in the new way they present themselves.

Though a convincing and definitive reading of society as it is nowa-
days cannot yet be well defined, the content of the ongoing economic 
transformations stress that there might have been a change in the 
essence of labour, but that there has certainly been one in its organiza-
tion. The very functions, the economic and social figures that are still 
subject to study, but that have surely nothing to do with the previous 
economic and social stages, show some new figures both of society and 
labour and yet still identify the centrality of wage labour, highlighting 
the typical constraints of subordination that characterize the capital-
labour relation in the classical capitalist way of production.

economic reality is rapidly and inevitably changing, and it tends to 
make clearer the line of demarcation between property-capital and a 
class of workers1 that is facing a more and more precarious and flexible 
working and social life, and more and more reduced forms of redistri-
bution of wealth and the same margins of social, political and cultural 
livability as a whole.

So the analysis of the organization of the production cycle, of  
the characteristics of the productive and social system, of the rela-
tions  between international areas, of the economic structure of an 
individual area, all become crucial in order to identify the new social 
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determinations through the critical understanding of the new struc-
ture and organization of the labour market, imposed by the new pro-
cesses of capital accumulation.

The development of the Fordist-Keynesian society, of the social 
capital- labour compromise and the post-war growth of the middle 
classes have made over the past few decades, many sociologists, econo-
mists, political scientists and politicians argue loudly for the end of the 
working class (identified with the entire class of people who work). 
From an analysis, which is not done only from a “sociological” or 
reductive point of view, of the composition/division of the capitalist 
society, it results that the reality is different.

if the Marxian theory of labour value is valid, so is the theory of one 
class exploitation over the other, and nowadays the working class still 
“survives” in those countries with a fully developed capitalism. it is 
precisely the scientific aspect of the Marxian theory that allows us to go 
beyond the surface. nowadays the working class not only keeps on 
existing but is expanding all over the world. Such an expansion implies 
diversification, lack of homogeneity of forms, and subjectivity.

if what defines the working class is that it is the social class with no 
means of production, but above all the class that cannot benefit from 
the products of its own work (Bordiga 1980), then we can support the 
thesis of its survival and even “rebirth”. The working class can still be 
seen only as a whole, without opposing each worker to another or pro-
moting various forms of exclusion (based, perhaps, on unfounded cri-
teria of “specific subjectivity” in the new class composition, deemed 
exclusive of one and not common to the others).

There are at least two fundamental and perceptible characteristics 
that objectively unite the current world working class: piecework wage, 
which is now widespread on a global scale in an infinite number of dif-
ferent forms (there is a comeback to the wage system of the nineteenth 
century), and the growing insecurity of the individual job positions, 
which involves precarious rights, social security, pension … and life.

The functions of the subject of work, lack of work, of denied work in 
the different models of capitalism, are, therefore, different since the 
point of view that affects and regulates the relations between business 
and society is also different. it is now prominent the thesis according to 
which the general interest of the workers has to be the culture of the 
enterprise, achieved through the role of homologated intellectual capi-
tal, in a capitalist mode of production based on the exploitation of 
wage labour, in the various ways in which it presents itself nowadays.
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But it is true that the more labour is capitalized, the more capital and 
labour that turns into capital develop, and the more living labour 
opposes itself to such development. The more capital presents itself as 
the creator of profit, that is the source of wealth regardless of labour, 
the more living labour is alienated from modern forms of capitalist 
development. And as Marx emphasizes, the antagonistic determina-
tion of labour is inherent in the duality of the laws of the rate of profit. 
The tendency to an increase of profit is highlighted in the directly 
exploited living labour, even with its innovation and creativity, but at 
the same time the tendency to a decrease in the rate of profit identifies 
the antagonistic will, which is not always organized, of living labour 
against the power of capital.

By analyzing the contradiction between the basis of bourgeois pro-
duction (measure of value) and its development, we can made clear 
how the system itself creates the conditions for its own destruction. 
For this reason Marx shows that the effective wealth becomes less 
dependent, does not retain any relation to the time of immediate 
labour to which its production amounts, but depends, ever more, on 
the overall state of science and of technology, i.e., on the application of 
science to production (Marx 1976, Book ii: 228).

Under these conditions, labour is, now, not limited to the produc-
tion process, and the worker’s role is to supervise and regulate produc-
tion. There is a passage from Marx that summarizes his thought and 
that reflects, at the same time, the tendency of mechanized production 
as a premise to the birth of new social relations and, therefore, the free 
development of individuality (Marx 1976, book ii: 228–229).

What has been pointed out so far, taking into account the current 
conditions, confirms the methodological and conceptual basis of 
Marx’s thought for the explanation of the endogenous nature of the 
scientific-technical progress of capitalism. The axis of Marx’s analysis 
circles the production surplus value, which is the aim of the system.

For Marx, the reduction of the immediate time of labour results 
from the employment of machines in these new conditions of capital-
istic production. As it could be said in modern parlance, it refers to 
tangible products. in Marx’s period did not exist what is now called 
intangible resources or products (sale of knowledge-goods). Despite 
all this, Marx gives us an important factor to think about, which con-
firms that capitalism will always measure the content of its wealth 
starting from labour time as a creator of value, to preserve it and 
achieve its self-growth.
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Marx’s clarification is of the utmost importance in order to under-
stand to what extent it is valid, and to express the idea of the value of 
knowledge or its price. Knowledge, meaning labour which is fixed in a 
tangible product has no value, neither as price, nor as work. For this 
reason, referring to what we call, nowadays, the economy of knowl-
edge it would be more accurate to say that knowledge creates value 
and encloses it in the product, but knowledge itself has no value. So the 
discussion focuses on a situation in which the product that is being 
sold is knowledge. to Marxist theory the study of knowledge as a crea-
tor of value is a major challenge that requires further study.

The widespread development of deviant communication highlights, 
in the most exasperated way, the nature of the separation, indifference, 
and loneliness that result from the post Fordist-taylorist capitalist sys-
tem, where the development is functional to individual production, 
i.e., a falsely autonomous job, to a development that creates, at the 
same time, unemployment and labour that are more and more servile. 
The best of communication in this context is the best of de-socializa-
tion, especially in the labour market.

in Karl Marx’s economic theory, the analysis of technology is pro-
jected in the following directions:

a. its impact on the accumulation of capital and the share of profit;
b. technological change, automation and collabourative work;
c. science and the problem of fixed capital.

it follows that the whole movement of the capitalist economy is  
driven by the exploitation of capital, and, within a context of capital-
ist  competition, class struggle, the institutional regulations, and the 
intra-technical and inter-technical adjustments materialize and grow 
in meaning. The expression “knowledge society” has an ambiguous 
content. each knowledge is produced within society which is deter-
mined by relations of production that delimit its aims. Therefore, 
knowledge is not neutral, does not exist in the abstract, as the current 
unequal distribution of wealth around the world directly derives from 
the capitalist mode of production, the same thing happens with access 
to knowledge and its use.

While from an economic, monetary and financial point of view, the 
post-Fordist cycle shapes some apparent economic and financial cor-
respondence between countries, though with great difficulty and by 
worsening even further the workers’ quality of life, it does not grant the 
homogeneity of the social aspects which require adjustments and real 
changes in each country.
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Structural Unemployment and Precariousness as a Characteristic  
of the Post-Fordist System

The labour demand which constitutes employment (including self-
employment) is determined by the level of investment and by the kind 
of labour that is required in order to work machines. A feature of the 
capitalist economy is that the demand for labour is always lower than 
the labour supply.

Therefore, unemployment is a permanent feature of the functioning 
of the system. Changes in work activities and in the structure of 
employment correspond to overall changes in society as an expression 
of a new phase of capitalist development, and also to specific changes 
related to a new path in the process of national accumulation. The evo-
lution of the structures of employment in the core countries are domi-
nated by a century-long tendency towards the increase of labour 
productivity, which is its most specific economic feature.

The different activities of the production, distribution and manage-
ment process are structurally linked with the aim of achieving produc-
tivity gains. This common aspect perseveres nowadays, but takes 
different forms linked to the particular position of each economy 
within the global structure.

As the neoliberal globalization process moves forward, the eco-
nomic borders have to continue reducing, especially those that sepa-
rate the life and work conditions in some countries from those of 
others. The unification of the labour market on a global scale will 
mean, at some point, the equality of conditions for workers all over the 
world. probably this will cause further deterioration of conditions of 
life for workers in developed countries, and a relative improvement  
of life conditions for workers in developing countries, which are part 
of the new international division of labour.

The free mobility of the labour-force is just a myth, since capitalism 
cannot function without coercing workers by using mechanisms such 
as unemployment, job insecurity, differences in remuneration func-
tional to characterizations that are, in many cases, just a way to differ-
entiate between social statuses, but not a factor actually tied to 
productivity (a bricklayer and an engineer produce the same amount 
of work, but the first one earns a much lower salary than the second; 
the products of a primary school teacher and a high school teacher are 
the same, but the two get different salaries, a psychologist’s degree of 
studies is the same as a lawyer’s, but the lawyer earns a higher income 
than the first, etc.).
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The unification of the labour market cannot be made, in any case, by 
equating each worker in the world to those workers who live in devel-
oped countries, because the consumption levels can not be borne by 
the resources existing on the planet. here is another great contradic-
tion of capitalist development; universalized consumerism contradicts 
the levels of environmental sustainability and resources used. especially 
in rich countries, this project could be accomplished only through a 
real social counter-revolution, that would eliminate any trace of the 
workers’ power within the nation State. This would be possible by 
removing democracy in these countries, which is something that could 
occur only through deep social conflicts, that would then turn into a 
strong generalization of conflict on a global scale.

Therefore, it is quite unlikely that neoliberal globalization could 
reach its full development. And here is where another source of con-
tradiction lies, since a system based on emulation and on the promise 
of rewarding when these reveal their illusory nature, begins to generate 
mechanisms of resistance which can weaken its ability to reproduce as 
social hegemonic form.

The three permanent forms of overpopulation, as exposed by Marx 
in his Capital, are very helpful in order to explain the dynamics of cur-
rent unemployment in fully developed capitalist countries:

a. flowing overpopulation, bound to the ups and downs of the cycles 
of production, measured by the expulsion and attraction of workers 
in the production process;

b. latent overpopulation, in the form of working population currently 
not included in the labour supply, such as overpopulation in rural 
areas or migrant population;

c. static/stagnant overpopulation, which is part of the working popu-
lation but characterized by irregular conditions of employment, 
such as temporary or part-time workers. At current conditions, the 
static form of overpopulation is rapidly growing in the central 
countries. Marx describes three groups within this category:

     i.  people able to work: young, immigrants and in some cases 
women, who can potentially be part of the demand for labour;

  ii.  orphans and poor children: this group, which is big in peripheral 
countries, has become small in developed countries, due to 
what is left of the universal protection systems. however, the 
statistics on child labour and on illegal labour show that these 
two kinds of labour still have a chance of being exploited, as 
Marx said, especially when there is a need of providing the 
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reserve army of labour with new workers, even when the social 
conditions are those of the most developed countries;

iii.  persons unable to work, disabled people: including drug addicts 
and alcoholics, and ill, disabled people that are usually forced 
into illegal, servile, irregular labour, because of the absence or 
of the continuous breaking of the social protection for such 
weak areas: they represent a high proportion of the total popu-
lation, whose numbers rise substantially in periods of economic 
crisis like the current one, showing through the accumulation 
process the constraint of its genesis. The general and absolute 
law of capitalist accumulation explains how the reserve army of 
labour increases, at the same time, both the absolute volume of 
the working class and the productive force of its labour. As dur-
ing the expansionary stage of the 1950s and 1960s, the relative 
volume of the reserve army of labour and the social wealth 
increased thanks to certain conditions that characterized that 
period, the same way, nowadays, the reserve army of labour is 
growing in the central countries thanks to the addition of 
immigrants to the active local population.

Workforce’s costs per unit statistically reflect the relation between 
changes in productivity and the average wage, and bring also some 
kind of politically relevant information on the evolution of the correla-
tion of forces. it is possible for one to notice, as far as the six main capi-
talist countries in the world (United States, Japan, Germany, France, 
italy and Great Britain) are concerned, that the rise of labour costs per 
unit, occurred in the late 1960s and early 1970s were under control. 
But even so, the recent evolution of the workforce costs per unit 
reflects, besides the differences in average productivity between the 
U.S. and europe, the impossibility to let workers who live in the devel-
oped countries bear the cost of generating resources for a new wave of 
centralization of global wealth.

On the contrary, the relation between the rate of economic growth 
and the long-term interest rates as a reference for the profit rate of 
financial capital, show a strong contrast before and after 1980. Before 
that year, the economy grew at a rate higher than that of the long-term 
interest rate. This relation was abruptly reversed in the 1980s, i.e. under 
the aegis of neoliberalism. Since then, the existence of some interest 
rates which were higher than GDp’s growth rates, shows that a bigger 
part of the social product is moving to financial capital, in a growing 
centralization of resources in the form of money in this field.
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The current problem with labour is not only related to structural 
unemployment, but also to a series of quantitative / qualitative prob-
lems, and problems related to the new figures of work and non-work, 
to the new dimension of precarious work, and more generally of the 
precariousness of life. Jobs are a problem also for those who hold one, 
since people work harder and in more and more precarious condi-
tions, with no protection, lower gain and high levels of mobility and 
intermittence. This kind of phenomenon is known in the english 
speaking countries as the working poor, that is workers that, despite 
having a regular contract, get a wage/salary that does not allow them to 
cross the poverty threshold. Such phenomena are now widespread all 
over the world. Just think about the many part-time jobs: they are 
structurally “poor” in terms of income.

The advanced economies of the post-Fordist model which charac-
terized, in particular, the last twenty-five years, gave rise to the phe-
nomenon of deregulation of labour relations at high-content of 
precariousness. This phenomenon is characterized by several distinct 
aspects of the new cycle of flexible accumulation. For example, the 
existence of “jobs” that do not allow those who perform them to reach 
such income levels that could cross the threshold of poverty. research 
performed in europe and the United States constantly emphasize the 
problem of the new kinds of poverty, social figures that emerge along 
with that of those who are unemployed, made up of a substantial 
part of citizens who have an intermittent, precarious job, and are highly 
mobile. These workers are exposed to the risk of accepting low wages, 
of prolonging the working day, of accepting moderate forms of gener-
alized piecework wage, and their income is often a daily one and  
extremely low.

The decentralization and relocation of production, and with it the 
outsourcing by small and large companies, increase the proportion of 
enterprise clusters within which the working conditions are not regu-
lated. The relation with the worker is of an individual nature and gives 
no guarantees. in addition to this, the phenomenon of miniaturization 
of the enterprise to the form of the individual company is spreading, 
with the consequent broadening of the field of last-generation self-
employment of growing layers of workers who were expelled from the 
parent company, forced to perform a precarious, deregulated work 
which is even more subordinate than the one they previously held.

The introduction of the production with a low content of execu-
tive labour does not suppress the interests of large capital’s groups, as 
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well as those of small enterprises in outsourced, low-wage places 
of production; but it simply encourages us to look for important bases 
near the traditional centres of production. These keep on providing 
the capitalist accumulation with a combination unlikely to be matched, 
since they present a concentration of creditworthy consumers, who 
often get high incomes, that is areas of free trade, characterized by  
production systems marked by specializations that can be exploited for 
intense processes of outsourcing of parts of the low-added-value,  
production cycle. These areas are characterized by the complete mobil-
ity of goods and capital, and by high flexibility in the forms of labour 
and wages.

in the last twenty-five years, the slowdown of economic develop-
ment which caused an increase in unemployment levels made a rise of 
the level of tax pressure possible. The consequences of this increase 
were noticed especially by workers, since there was no interest in try-
ing to increase the tax withdrawal over capital, and justifying this atti-
tude by claiming that funds are mobile and converge to countries 
where the labour cost is very low.

now, the wages, the social contributions and the social system as  
a whole are being questioned. Capital dismisses the welfare state, as a 
compromise and social safety net, and this has been cancelled in order 
to let the neo-liberal monetarist policy, which is a policy of pure mar-
ket at lower regulative contents, prevail. The needs of private capital, of 
the non-reinvested and redistributed wealth, are primarily respected, 
and the growth of the private company’s profit is central to political as 
well as economic activities. Such a policy implies mass unemployment, 
job precariousness and the dismantling of the welfare state.

Inside the Crisis of the System: Pulling Together the Threads of the 
Capital-Labour Conflict at the International Dimension

handling the crisis of the Fordist-taylorist model means avoiding a 
massive devaluation of capital, always creating new financial markets, 
in a speculative context of financial globalization and intense global 
competition. in order to prevent the devaluation of capital a set of 
measures have been taken, such as flexible exchange, high interest 
rates, privatization, deregulation, the attack on workers’ wages and on 
the Welfare State, by breaking down social protection policies and by 
turning the world of labour into a more precarious condition.
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The shrinking of the State is a general reality, especially in social 
protection and public investment. however, the State renews its func-
tions of legitimacy through democratic processes, that appear as a 
more appropriate framework for implementing policies of adjustment 
and stabilization, through the consent of a new section of the ruling 
class.

handling the Fordist crisis the way it has been done so far implies 
some elements of weakness. While on the one hand it emphasizes the 
dichotomy of the West east system, in addition to the north-South 
system on the other, it produces within those Western areas with fully 
developed capitalism some social effects that can lead to the question-
ing of the political-economic models and of social policies.

We witness a savage capitalism that aims at being a universal model 
by attacking, without the mediation of other geoeconomic poles, espe-
cially Japan and europe.

Over the past twenty-five years there has been the failure of the 
socialist experience in europe. On the basis of this event the neoliber-
als tried to impose three basic ideas: first, that the failure resulted from 
socialism losing its battle against the social evolutionary push of capi-
talism, and second, that the failure corresponded to the success of capi-
talism as a system and, finally, that the opportunity for socialism to 
occupy a place in the world faded completely. By considering socialism 
as the “negative monster,” and by holding it responsible for all of man-
kind’s illnesses, people wanted to prove how its failure resulted from its 
negativity and how the system that survived, capitalism, was to be con-
sidered the only salvation.

Despite all this, after a few years it is possible to realize how the fail-
ure of real socialism did not solve mankind’s problems. The illnesses 
continued to increase, both in the developed capitalist countries and in 
other countries. The true meaning of the failure started to become vis-
ible when it was clear that what had disappeared was the alternative 
and balancing pole to the negative impositions of capitalism, and that 
the so-called “Cold War” stage had been a much calmer and more bal-
anced period.

That is how the imperialist powers, and in particular the United 
States, began to impose their hegemony, building a more dangerous 
world, since the control over decisions was held by those who consid-
ered war as an instrument of domination.

At the same time, during the 1980s, there was a major transforma-
tion in the structure of society, especially in South America. new social 
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and political actors appeared. The urban population, 57.2% of the  
total, in 1970 rose to 64.9% in 1980, and is currently up to 75%. This 
huge increase in quantity turned the kind of problems affecting the 
countries of the subcontinent into a dimension that has not yet been 
sufficiently intercepted neither by the developed countries, nor by 
South-American politicians. environmental pollution of large urban 
areas, the development of diseases resulting from pollution, together 
with quick deforestation, are about to show the new political and social 
centrality of the ecology problem.

Are these changes, that are taking place right now, just trends or 
cyclical answers? Starting from the analysis of the situation in the 
United States, it seems that neither its domestic political phenomena, 
nor the relations that are being carried out in terms of American for-
eign policy, obey a simple cyclical situation. The first factor to be  
considered has been analyzed when reference was made to the phe-
nomena of hegemony in the context of current imperialism. Despite 
the United States clear will to impose their foreign policy, both the 
areas of domestic policy and foreign political actors, that do not accept 
American impositions since they did not have satisfactory results, 
show a conflicting attitude. At the same time, the United States is 
uncontrollably losing its international prestige due to a set of events 
ranging from the failure in iraq and Afghanistan to the social problems 
highlighted in all their brutality and structural character by the so-
called subprime crisis and by the overall loss of credibility as the engine 
of the world economy. The questioning of the current American poli-
cies is linked to three different international scenarios: iraq, palestine 
and Latin America.

The events that are taking place in iraq and the palestine have a mili-
tary nature and are conflicts characterized by popular resistance and 
lack of possibilities to find a solution to them, because in both cases  
the solutions depend on changes that the United States do not accept.  
in South America neoliberal policies are being questioned, policies 
that, starting from the strategic role played by Cuba, are producing 
changes of governments that gave power to revolutionary movements, 
or popular governments with a progressive leaning that do not want to 
submit to the rules of economic imperialism. Various articulated polit-
ical processes based on self-determination, that are for sure of a dem-
ocratic-participatory nature, have begun in Venezuela, Brazil, Bolivia, 
Uruguay, Chile, ecuador, nicaragua, etc. The characterization of social 
and popular movements is now getting more anti-imperialist, and it 
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strengthens and expands following the example and leadership of  
revolutionary socialist Cuba.

The interests of the United States and of the imperialist powers in 
general, which aim to produce a phenomenon of restructuring of the 
neo-colonial system, began to clash with those trends that, at least in 
South America, move in an opposite direction with respect to the path 
of participatory democracy, with strong reference to the socialist order 
of Cuba and Venezuela. in such a perspective, the historical left of 
Western countries should immediately endeavour to find a solution to 
the problem of how to politically represent the new social bloc of work 
and of denied work. There is a need, nowadays, to start over from the 
“bottom,” from the alternative economy and the local production out 
of the market, from the social contradictions in the territories, in order 
to raise the offensive strategy of the new international world of labour 
and denied labour.

The neoliberal globalization model of capitalist development gener-
ates new needs but also new exclusions. it is of strategic importance to 
place at the centre of the debate a comprehensive perspective of a dif-
ferent model of social, self-determined and eco-friendly development 
in which environmental compatibility, quality of life, the fulfillment of 
new needs, the centrality of labour and the enhancement of leisure 
time, together with the strengthening of the welfare state and the redis-
tribution of income and of value, and the socialization of accumula-
tion, of the produced wealth as a whole are strategic. Though it cannot 
be considered a conclusion, this means building the alternative to capi-
talism starting at the grassroots level and from Marx’s thought.

Therefore, it is not simply about presenting forms of intervention 
exclusively in terms of the distribution of income but to re-enter, 
through new instruments, the capital-labour conflict, which in fact, is 
harder and more diversified than ever before. in order to do so it is 
necessary to start from the new subjectivity of the capital-labour con-
flict, by reorganizing the unions around the interests of the world of 
labour, and their solidarity and strength, which characterized the 
working class in the 1960s and 1970s. And also to start from the organ-
ization at the factory floor level and now, being the factory expanded 
also within the social context, from the organization of the new move-
ment of workers on the territory and the local alternative economies.

A territory represents the centre to which a significant part of the 
interests of the community, of class, of those new individuals that work 
in a social factory, generalized by the territorial systems, converges. 
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These new individuals are those who create a single unit in an organ-
ized body, as if they were a whole made up of interacting parts that 
have a social characterization since they derive from a productive 
characterization of the neoliberal reconversion, of the way of produc-
tion and of socially suggesting the centrality of the company, of profit 
and of the market.

The territory, in the sense of social environment, takes on new class 
connotations, from the new social and demographic features of the 
resident population to identify the shape that residential areas assume 
in terms of space and which social groups characterize them, to define 
a different social subjectivity which was previously a typical feature of 
the factory with which it identified and organized and that now repre-
sents the new class composition derived from the new social factory 
spread over vast areas of the fully developed capitalist countries. This 
kind of deep process of transformation must necessarily lead to a 
reconsideration of the old economic and social categories of the old-
school economic policies since they have been outdated by progress, 
and of the assumptions for an alternative project of intervention, in 
order to escape capitalism.





1 Many of the themes treated in this part of the work have also been analysed in the 
Preface and Conclusion of the book: Vasapollo L., Martufi R. (edited by), L’ambiente 
Capitale. Alternative alla globalizzazione contro natura. Cuba investe sull’umanità, 
Natura Avventura Edizioni, Roma 2008.
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ChAPtER SEVENtEEN

hOW CAPItAL DEStROYS hUMANItY

An ‘Unnatural’ Globalization of Capital

Capitalist production continues to survive only thanks to the brutal 
and intensive domination and exploitation of the world’s human and 
natural resources. The frequent environmental disasters that are hit-
ting the planet have made it clear to economists that the classical the-
ory is based on the divinity of the “free market”. The world economy is 
deeply changing: neoliberal globalization, privatization, the liberaliza-
tion of trade and capital markets have worsened the living standards 
even in those countries with a fully developed capitalism, and the 
developing countries are likely to recede even further.

In recent years, after the fall of the Berlin Wall and the end of the 
Soviet Union, the major economic powers imposed a unipolar globali-
zation first, and then a global competition which, in defining the dic-
tates of the imperialist economy, created an accelerated exploitation of 
nature and labour, dramatically increasing the alterations caused by a 
wild, unlimited production, a quantitative development oriented solely 
by the rules of profit of international capital. The system is based in the 
first place on the accumulation of wealth and profit by a few, and partly 
on the excessive growth of the inequalities between rich people and 
poor people, who are always growing in number.

Everything is therefore subject to the desire of increasing profit. 
Men, animals, society, nature, everything must submit to the rules of 
development of capitalist production, and at this particular stage to the 
dictates of financial speculation.

Each year, the international movements of capital are thirty times 
bigger than the value of the world trade. The growth of rents and prof-
its had as compensation the decline of direct, indirect and delayed 
wages. It increased the difference between social classes and the con-
centration of wealth in the hands of few people. The processes of finan-
cialization of the economy allow imperialist countries to purloin bigger 
amounts of surplus value and to submit to their political-economic 
wishes the whole world and mankind itself.
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The financialization of the economy is one of the major causes of the 
world economic crisis, or better said, it is a choice by international 
capital in order to try and overcome the current structural crisis of 
accumulation, which has lasted for over thirty years, or rather hide it. 
The process of financialization of the economy generates fictitious 
wealth, released/disengaged from labour. Yet the development of 
financial wealth with no real work, seems uncontrollable. The wild 
market economy, that in the current stage has finance as one of its 
characterizing aspects, and the increasing inequality between the sup-
ply of goods and the real needs of people are the results of a global 
competition that focuses on capitalist development, on quantitative 
growth for a few people, without redistributing wealth, with no control 
and no limits.

The 2001 Human Development Report of the United Nations showed 
that 86% of Gross Domestic Product in the world is owned by the rich-
est fifth part of the total of the world population, as opposed to 1% of 
the total GDP owned by the poorest fifth part. The income of 609 mil-
lion people (the inhabitants of the less developed countries) amounts 
to 169 billion dollars and represents 15% of the assets of the world’s top 
200 multibillionaires.2 And nowadays this polarization is even more 
pronounced.

The so-called globalization has not kept its promise of prosperity 
and development for the vast majority of the world’s population. In 
addition, “[t]he economy of money does not pay attention the econ-
omy of nature.”3

There have been over the centuries, three main stages: the coloniza-
tion of countries with the consequent birth of the European colonial 
empires, the stage of capitalist development that allowed the United 
States to purloin those that were Europe’s colonial markets, and 
finally neoliberal globalization, that is the new name of capitalist glo-
balization as an hegemonic policy of the rich countries against the 
poor ones.

The so-called “true development,” however, was never achieved; 
there has only been a quantitative development linked to the history of 
Western countries, whicht has commercialized the relation between 
men and nature through the exploitation of human and natural 

2 Cf. Latouche (2005).
3 Nebbia (2002).
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resources just to generate profit and rents for a small cluster of capital-
aists and rentiers. The current model of neoliberal globalization is 
merely a continuation of the myth of development defined as the 
means to allow all people to enjoy a dignified and satisfying existence.

In order to strengthen this system, international capital has created 
institutions such as the World trade Organization, the International 
Monetary Fund and the World Bank, which, according to their inven-
tors, are the main support to the world’s united development. These 
organizations have actually served to put the monopoly of large 
Western, and especially American companies, at the centre. Crises in 
Asia and the continuing lack of development in the countries of the 
so-called Third World have shown however, their true nature: they are 
submitted to the powerful and did not bring any benefits to those who 
really needed it.

The WtO has widened the gap between rich and poor countries 
who find themselves trapped by their enormous foreign debt.

These countries, or rather the whole peripheral and semi-peripheral 
areas, have turned into “slaves” of large financial capital and the wild 
market, due to the decrease of public expenditures, of wages, the 
expropriation and complete commercialization of nature, the exclu-
sion of any obstacle to the intervention of foreign capital in the indebted 
countries, the devaluations of local currencies, and finally the big 
privatizations.

The increasing growth of the debt of the countries of the so-called 
Third World to the big Western powers made it possible both to the 
World Bank and the IMF to continue asking these countries condi-
tions or imposing structural adjustment programs (in order to obtain 
new loans or to defer those already existing) in full accordance with 
the needs of finance-capital and the objectives of reducing costs in 
large enterprises.

Neoliberalism is an economic model that has further exacerbated 
inequalities and social injustices. The vaunted increase of GDP with its 
objectives of consumerism has created, even in fully developed capital-
ist countries, a quantitative growth with no quality development. It has 
even caused an attack on the welfare state, an increase in unemploy-
ment and labour exploitation as well as an increase in the gap between 
the rich and the poor.

The unending attack on social guarantees is disguised by a form of 
celebration of instability, which is presented as opportunities for all 
workers to acquire new experiences through the normalization of 
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unstable and precarious jobs. Stable jobs are replaced by temporary 
ones, in the name of flexibility and competitiveness.

The so-called social or tempered model of capitalism is no more 
compatible with the difficult conditions of capital accumulation. In 
fact, Rhineland capitalism (although it still is capitalism!) is now 
replaced by the Anglo-Saxon model of capitalism and is characterized 
by less social guarantees and lower costs of labour, with the attack on 
overall conditions and on labour rights.

Globalization, which should have made the miracle of a greater 
wellbeing and a better hope for life for everyone, has actually increased 
the problems: out-of-control competitiveness, the exploitation of man 
and nature have led not only to the destruction of the environment and 
to growing inequalities between rich and poor people, but also to deep 
crises of the system, with uncertain economic developments, eco-
nomic collapses of corporations, of countries, and of entire economic 
areas.

Neoliberal globalization is essentially a continuation of the expan-
sion of the development and colonization that preceded it. That is why 
we have defined and studied it as global competition.

Growing inequalities between the world’s North and South, the end 
of the welfare state, the growing debt of the countries of the South to 
those of the North, the destruction of the environmental resources, are 
only some of the damages caused by neoliberal globalization.

The Consumer Society and Quantitative Development

In the current capitalist system the large national, financial, transna-
tional enterprises, while pursuing only their own interests, create an 
uneven development. It is essential to prove that the current capitalist 
system and those theories that legitimate it are unfair, and lead to pov-
erty, inequalities, and huge problems linked to survival.

Giorgio Nebbia concludes his essay (Lo sviluppo sostenibile, Edizioni 
Cultura della Pace, Firenze 1991) with an important observation:

It is necessary to start a great movement of liberation in order to elimi-
nate the injustices between human beings and towards nature, a new 
protest for survival, that can make us move from an ideology of growth 
to one of development. No one can save us but ourselves, our sense 
of responsibility towards future generations, towards the “others of the 
future,” which we will never know, but whose life, whose happi-
ness depend on what we will or we will not do tomorrow and in the next 
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decades. The building of a sustainable development and peace can be 
won only through a just use of the earth’s resources, our one and only 
common home in the universe, through a global justice for a global Man, 
[Ernesto Balducci].

Without justice in the use of the common goods of our common home, 
the planet Earth, there will never be peace.4

It should not be forgotten that nowadays more than three quarters of 
the world population is in conditions of extreme poverty and many 
people live on less than a dollar per day.

The Northern countries use more than 70% of the total available 
resources and therefore, in order to let developing countries reach a 
level of acceptable living conditions, the North of the world should 
reduce its consumption and waste.

Environmental, economic and people’s problems have been exacer-
bated by the neoliberal globalization and the financialization of the 
economy has led to a fictitious economic growth. The growth of food 
production in the last few decades was in no way sufficient to solve the 
problem of meeting the needs for survival. It is estimated that in 2002–
2004 more than 950 million people were officially undernourished, 
which meant that there had been a significant increase over the last 
years and the latest data show that these figures have risen further. UN 
figures tell us that about half of the urban population living in Africa, 
Asia, Latin America and the Caribbean suffers from diseases related to 
poor sanitary conditions of water.

Just by re-reading Malthus, who was the first to realize, with his 
essay, that the resources of the planet were scarce, and by recalling 
John Stuart Mill’s thought, one realizes that the problem of the rela-
tionship between population and consumption has to be faced.

For this reason, the increase in world’s population over the last few 
decades has to be taken into account: in 1900 people living on the 
planet were 1,600 million people, in 2000 the number had risen to 
6,000 million. Each year the world population grows by more than  
70 million people and in 2025 it is expected that the population will be 
up to about 7.5 billion. It is clear that the more population grows, the 
more resources are needed in order to support their needs; considered 
that the material resources of nature do not increase but rather decrease 
as the population increases, it can be expected that in the future the 

4 Poggio (2003:24).
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natural resources will fail to be available both for poor and rich 
people.

The population growth and the resulting greater demand for goods 
and technology have led to an excessive exploitation of nature. The 
WWF has estimated at 1.8 hectares the amount of bio-productive 
space that is necessary to each person, whereas a U.S. citizen consumes 
9.6 hectares and a European citizen 4.5 hectares. It is immediately clear 
how equality on the planet is still not easily achievable. In addition to 
this, more than three billion people nowadays live on less than two 
dollars per day. The so-called “progress” in socioeconomic conditions 
with its changes in consumption occurred in the northern countries of 
the world. In such countries the population is growing older and has 
peculiar needs, which has to be analyzed. In addition to this, there is 
the ever-increasing number of immigrants that move from poor coun-
tries to richer countries.

The United Nations predicts that if the current growth rate contin-
ues, the world population by the year 2050 will be up to almost 9 bil-
lion people and the number of those who do not have enough water 
will increase. Up until now the number of people who suffer from dis-
eases related to lack of water is up to about 1.7 billion, but it is expected 
that in 2025 this number will be up to almost five billion.

All scholars in the world claim that, based on an estimate of water 
and food reserves, for the next years there is no guarantee, for the 
world’s poorest people, of an appropriate development.

The uncontrolled consumerism of the developed countries, that 
produce and purchase virtually useless and ephemeral goods, resulted 
in the fact that the environmental problem, as well as the problem of 
limited natural resources, were not taken into account.

The pursuit of the maximum profit needs an increasing exploitation 
of man and nature, and does not consider the principle ratified by the 
UN World Commission claiming that all men have the right to live in 
an environment suitable to their health and their welfare.

The awareness by movements, associations and progressives in gen-
eral of the environmental damage caused by industrial production and 
the so-called technical progress has occurred only recently, and every-
body begins to understand that the unregulated exploitation of nature 
with the capital rules inevitably leads to disastrous consequences that 
make humanity the victim of its own deeds.

The exploitation, privatization and commercialization of natural 
resources result in an increasing polarization of income. The rich are 
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getting richer, the poor increasingly poor. Fifty years of quantitative 
development have not achieved any improvement in the living stand-
ards of the population in the developing countries; in fact, in 1950 they 
had a per capita income that was only 5.3% of the income of industrial-
ized countries, and in 1998 more than 5 billion people in poor coun-
tries had an income of 4.9% compared to the 800,000 million of the 
rich countries.

In early 2003 a fifth of the richest population owned 86% of the 
world GDP, compared to 1% of the poor countries, while the three big-
gest billionaires had an income greater than the total of the 600 million 
inhabitants of the poorest countries.5

Official statistics on illiteracy, poverty and disease, confirm that 
more than 1 billion people live on less than a dollar a day, more than a 
billion people cannot use safe drinking water because less than 1% 
fresh water is available to humans; there were more than 2.5 billion 
people who cannot use quality toilets; energy resources are still not 
accessible to everybody and the sector is dominated by fossil fuels that 
produce seriously harmful waste and air pollution. The world econ-
omy is subjected to the variability of the oil market.

The entire world system of welfare and health care is influenced by 
the choices imposed by the neoliberal model and diseases such as 
AIDS, malaria and tuberculosis fall heavily on the economic balance  
of Developing Countries as they are managed by the multinational to 
their advantage.

This situation makes us realize that we cannot continue to think  
that this economic system is the right one; we can no longer only think 
about pursuing the maximum profit, accumulation and environmen-
tal  and human exploitation. We must begin to consider that all  
countries have to preserve and put at the centre of development goals, 
human needs, nature, ecosystems, biological diversity and natural 
resources. We have to consider the environmental macro-system and 
not capital, as the determining element of the economy and that the 
 self- determined populations must manage the economy, inverting the 
present situation in which the capitalist economy determines politics.

The capitalist economy, in fact, reflects a logic of colonization and 
commercialization of all human relationships.

5 Cf. Per uno sviluppo durevole e sostenibile, ed. by Cristina Rapisarda Sassoon in 
collabouration with Stefania Anghinelli, Francesca Feller, Daniel Ferrer, 2005, Milan, 
p. 15.
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The markets and its laws involve all spaces, common goods and eve-
rything is considered as a process of change necessary for its develop-
ment. The world of the early twenty-first century in which exploitation, 
selfishness, injustice prevail and in which ten million children die each 
year because of the lack of medicines that cost only a few pennies but 
who could be saved if the United States and Europe redistributes only 
a small part of annual expenses for trivial goods, continues to hope for 
an opportunity for progress.
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MarKet ‘SUStainaBLe DeVeLOpMent’ in the DYnaMiCS 
OF the QUantitatiVe DeVeLOpMent OF CapitaL

What is Sustainable Development? How, Why and for Whom?

The current global competition is the continuation in time of the myth 
of mercantile development defined as the means to enable all humans 
to have a dignified and satisfactory existence. neoliberal globalization 
and this kind of development cannot be separated from the capitalist 
production system that is configured as development, as quantitative 
growth without any redistribution of social wealth, without any real 
progress.

Mercantile development is essentially the wish of Western coun
tries to dominate the world through market, technology and science, 
that is, through capitalist production always based on, despite the dif
ferent contexts of capitalism, exploitation by humans of mankind and 
nature.

The increasing prevalence of environmental emergencies generated 
new problems. The question is: how long can natural resources be 
exploited and how long this quantitative growth model can be carried 
out?

in order to solve the environmental problem the concept of “sus
tainable development” has been introduced, following the United 
nations’ dictates, to meet the needs of the present world without dam
aging the needs of the future world.

to achieve this goal many measures have been taken by the interna
tional community over the years, starting from the Stockholm Decla
ration in 1972, followed by the Bruntland report in 1987 (which 
defines sustainable development as “the development which meets the 
needs of the present without compromising the ability of future  
generations to meet their own needs”), until 1992 with the United 
nations Conference on environment and Development, which pro
claimed 27 principles on nations’ rights and responsibilities through 
the “Declaration of rio”.

There were in 1994 the Charter of aalbborg in Denmark (Charter of 
european Cities and towns towards sustainability); in 1996 the Lisboa 
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action plan in Lisboaportugal; in 1997 the Kyoto protocol (with the 
commitment of industrialized countries to reduce greenhouse gases 
emissions); and in 1999 during the Third european Conference of 
Sustainable Cities we had the appeal of hannover germany.

in 2001, with the Sixth environmental action plan for the years 
2001–2010, targets were plotted in the environmental, health, nature 
and biodiversity fields and climate changes; in 2002 there was the  
Un Conference in South africa and in 2004 the Fourth european 
Conference on Sustainable Cities in Denmark.

in 2007 the Fifth european Conference on Sustainable Cities  
was held in Spain and finally 2007 the 13th Un Conference on  
climate changes held in Bali indonesia, during which the means to 
counteract the effects of climate changes have been devised through 
the socalled “road Map” that provides the ability to transfer from rich 
countries to the developing ones the various technologies to enable the 
development of clean energy. Finally, there was the FaO Food Summit, 
which took place later in rome in June 3–5, 2008.

in 1987 the Bruntland report defined the concept of sustainable 
development (“development which meets the needs of the present 
without compromising the ability of future generations to meet their 
own needs”), emphasizing the increasingly imperative need to involve 
all social partners in economic growth.

“Sustainable development” is based on the integration of 10  elements: 
the environment, the economy, socioculture, social equity, interlocal 
equity, intertemporal equity (dimensions of equity), diversity, subsidi
arity, partnership, networking and participation (principles of the sys
tem). it is a model designed to combine the need for growth, poverty 
reduction and the protection of ecosystems. But in reality through the 
concept of “sustainable development” a program compatible to capital
ist production was launched which has proved to be the false idea of 
operating without compromising natural resources: if such a thing 
were true it would be in conflict with the very laws of free market, of 
wild capitalism. “Sustainable development” is based on the growth of 
gDp, which involves a growth in the production of goods, and the con
sequent enhancement of environmental pollution.

The achievement of quantitative growth even in this logic is seen as 
necessary to reach the other two goals. growth implies the increase in 
quantitative production, but to be credible and balanced, it should be 
accompanied by literacy, by basic and advanced education, improved 
health care, and improved living conditions for the entire population, 
in line with the definitions of the international organizations.
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in this context, according to the United nations definition of 1992: 
“Sustainable development means improving the quality of human life 
while living within the capacity of supporting ecosystems” and the 
definition of iCLei 1994: Durable and sustainable development is the 
one that provides environmental, social and economic services to all 
the inhabitants of a community, without threatening social, natural 
and built systems operativity from which the supply of such services 
depends.”

The link between this idea of sustainable development and the ques
tion of social progress is getting clear. The vast majority of commer
cialized production activities affects the natural environment and 
social welfare, adversely conditioning the world population.

The Limits of a Growth Without Progress, Without Self-Determined 
Sustainable Development

Thus, the bizarre idea of a limitation to growth originates as a false, 
Westerncentric alternative, dangerous for the development of man
kind, as if the problems of the disasters of capitalist production could 
be solved by remaining inside it, without overcoming it. in order to put  
a brake, for example, to the climate change resulting from these trans
formations a limitation to the consumption of energy and goods is 
necessary.

if this limit for consumption is unacceptable to the First World citi
zens,  it is even more so for the poor Third World countries popula
tions (they are over 4.5 billion people) who need “consume” at least the 
minimum that will allow them to live with dignity (with water, elec
tricity, food, refrigerators, education, health, the need for survival with 
dignity, etc.).

it is estimated that there are processes of desertification in all conti
nents with the exception of antarctica; at present, the arid lands are 
populated by more than two billion people and occupy over 40% of the 
surface of the earth.

Third World countries are in a harassment and “slavery” status as 
com pared to the rich countries, and they cannot be expected to act 
responsibly towards environment.

in the socalled developed countries, where about 1.5 billion people 
live, the primary and secondary needs are almost always satisfied and 
the abuse of natural resources creates significant damage to nature. 
What would happen if the 4.5 billion people living in poverty in the 
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1 Cf. Meadows, at al, 1972:24

South of the World began to have the proper quantity and quality of 
goods needed to meet their needs?

The cuts in social spending, the reduced employment and the 
reduced aid and subsidies for people in Developing Countries, the very 
reduction of the Welfare State in european countries, has meant that to 
the inhabitants of Third World countries living below the poverty line 
we must add a growing range of people of the northern countries who 
are excluded from a decent welfare because of unemployment, job and 
social life insecurity and lack of adequate social protections.

There is another aspect we must consider: what would happen  
if today an immediate and substantial reduction in the production  
of goods occurred, which assures millions of workers of a wage?  
a possible decrease in growth would cause a further injustice to the 
poor around the world because they would be the first to suffer the 
consequences.

The continuous attacks on the macroenvironment, deforestation 
without limits, desertification, pollution of water and air added to the 
miserable conditions in which three quarters of the world’s population 
live, constitute a good example of how this capitalist production sys
tem has reached a stage in which it is no longer sustainable. also, the 
present capitalist crisis is structural and systemic.

human beings, with their actions, manipulate the quality and diver
sification of natural resources and at present the demands are greater 
that the capacities of natural resources.

in 1972 a book entitled “The Limits to growth” commissioned by 
the Club of rome analyzed the problem of growth without control:

if the present growth trends in world population, industrialization, pol
lution, food production, and resource depletion continue unchanged, 
the limits to growth on this planet will be reached sometime within the 
next one hundred years. The most probable result will be a rather sudden 
and uncontrollable decline in both population and industrial capacity. it 
is possible to alter these growth trends and to establish a condition of 
ecological and economic stability that is sustainable far into the future. 
The state of global equilibrium could be designed so that the basic mate
rial needs of each person on earth are satisfied and each person has an 
equal opportunity to realize his individual human potential.1

But this situation will not change until the current capitalist produc
tion persists; the principles at the base of capitalism do not allow  
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possibilities to reach the maximum profit other than through the 
exploitation of man and nature without rules.

The current neoliberal model needs a lean, flexible production that 
minimizes costs and does not take into account the real needs of con
sumers who are inclined to spend more and more in frivolous and 
nonuseful objects.

The european Union with its program “environment 2010: Our 
Future, Our Choice,” is trying to draw on paper plans to fight climate 
change, to preserve the flora, wildlife, environment, health and natural 
resources, to try to fight desertification, pollution, increased waste, etc. 
to achieve an equitable development at least the principles of an eco
logical economy must be considered. While environmental economics 
is regarded as a specialization of neoclassical economics based on the 
juxtaposition of economics and ecology concepts, ecological econom
ics discusses its essence, the method, the instruments and even the sta
tus of the economics, pulling it out of the isolated exchange values 
universe in to make it a transdisciplinary discipline.2

if rich countries continue to consider cooperation only as a way to 
make poor countries poorer and dependent, and if they continue to 
cause wars, how can we talk about sustainable development? What 
sustainability, for whom?

it is clear then that if poor countries began to have levels of con
sumption similar to the rich countries, our macroenvironment sys
tem would undergo disastrous consequences in a few years.

Can we think of denying water, fertilizer, and energy to the poorest 
people in the world, and thus contribute to worsen the situation of 
these countries that already count every day thousands of deaths?

The exploitation of natural and human resources for the pursuit of 
the maximum profit, the increasing aggression to nature and people is 
merely a new form of conquest and domination, the socalled develop
ment, or better development in the sense of basically quantitative 
growth, with all its negative effects whose measurement is tied to the 
capitalist production method.

2 Cf.Vasapollo (eds, 2006: 48.)





Chapter NiNeteeN

CapitaL DeStrOYS aND theN MeaSUreS

The Cursed GDP

in the past the uninterrupted production of goods was always regarded 
as a positive thing, and quantitative growth was considered as a valid 
indicator to measure the social and national welfare. But now we know 
that an unconditional increase of commodities in a world already 
overburdened may affect adversely both the environment and the pos-
sibility of production in the future, namely that capitalist development 
contrasts human survival.

The idea of measuring growth through the value of Gross Domestic 
product shows all its evident inefficiencies, because this indicator 
appears to be increasingly inaccurate, if we think for a well known 
example that an automobile accident that causes victims increases the 
value of GDp; this index in fact measures just how value is accumu-
lated and does not make any difference whether this growth is due to 
economic measures favourable or not to environment, human health, 
growth of quality living conditions.

The GDp ignores the existing natural wealth; it is thereby incapa-
ble of considering the waste and the deterioration of the ecosystem. 
The use of natural resources is considered only in terms of creating 
monetary entries of wealth, while ignoring the simultaneous process 
of natural and social loss concerning natural resources.

Development, environment and social progress should not be clas-
sified as antagonistic objectives. The idea that an increase in GDp is a 
good goal to be pursued for all countries is part of the concept of glo-
balized world typical of the neo-liberal policies and of the values of the 
world of economics and of capitalist commercialization.

Conceived as a tool for measuring the capacity of the war period, 
GDp with the years has become a kind of yardstick to measure the wel-
fare of a nation: its growth raises acclaim, its stagnation generates con-
cern. This happens for various reasons, among which the impact on 
employment. Yet, Simon Kuznets himself, its main creator, has stressed 
several times the error inherent in the formula “more GDp = More 



266 chapter nineteen

1 Cf. http://www.lavoce.info/news/view.php?cms_pk=927.

prosperity.” as GDp increases every time there is a transaction econ-
omy, its growth inevitably tends to be connected to expenditure which, 
in some cases, are a sign of distress rather than welfare such as those 
associated, for example, to ecological disasters, the fight against crime 
and divorce. expenses incurred for the remediation of an oil spill, or 
for treating a cancer due to pollution, although they help GDp grow, 
are symptoms of damage to the environment and to humans. On this 
front, even for the bravest of defence lawyers, it is difficult to help the 
GDp. Growth of spending on prozac, while stimulating the GDp does 
not imply more happiness.1

GDp is the yardstick whereby different countries are measured and 
compared, but we must always underline the limits of this indicator, 
which are analyzed in many works of the past 20 years. First, GDp 
measures all the activities containing a monetary transaction ignoring 
all others. For example, if a person has a car accident and faces serious 
conditions in the hospital there is still a growth of GDp, and the econ-
omy of war and wars of aggression maintains demand and increases 
the GDp.

The obsession with the growth of GDp means that all commod-
ity  production including the negative ones, are regarded positively. 
an oth er feature of GDp is that in its accounting we find both the dam-
ages and the repairs of the environment.

if GDp was calculated taking into account the ecological and 
social aspects, its value should be significantly reduced in each coun-
try. it follows that it is an illusion to think of sustainable development 
(sustainable for whom? Sustainable for the laws of the market) because 
each production of goods causes a depletion of natural resources and 
has devastating social impacts. The acknowledgement that the mone-
tary indicators, such as the Gross Domestic product, are not able to 
detect the worsening and the impoverishment of resources has led to 
several proposals, and to consider alternatives, in order to make cor-
rections to GDp. however, all of them remain inside the compatibility 
of a National accounting System that measure with market quantita-
tive formulas the economic dynamics of the capitalist production.

The pursuit of capitalist countries of the growth of GDp is simply a 
“statistical lie” because the increase of GDp is certainly not a qualita-
tive improvement in the level of life of all the citizens. it is clear that 
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GDp is a paradox-index that rewards everything that increases the 
market, rewarding the rules of the capital society.

The So-Called Alternative Indicators and Environmental Laws.  
But What “Green Perspective”?

Non-Alternative Macroeconomic Indicators

There has been talk for many years to include in the national accounts 
the aggregate of the “added disvalue,” to measure the negative impact 
of production on the socio-environmental system correcting GDp, or 
even of creating new indicators that take into account the degradation 
of the environment through the examination of the costs due to the 
introduction of, for instance, catalytic converters for automobiles, the 
cost of incinerators, etc.

So, several “alternatives” have been developed, such as the index of 
human Development (which is based on the per capita income, the 
level of education and longevity), the Genuine progress indicator, Gpi 
(which is obtained subtracting from the GDp the costs caused by pol-
lution of air, water, etc.), and the Green Gross Domestic produc tion 
(which considers environmental degradation, etc.). There are many 
other examples of “alternative” indicators but the various difficulties 
and obstacles that accompany the implementation of each indicator 
have not yet been overcome.

Green Gross Domestic product (Green GDp) is essentially an indi-
cator that takes into account the environmental consequences of eco-
nomic development. This indicator, like the so-called added disvalue, 
however, is very difficult to calculate because it is almost impossible to 
quantitatively calculate the effects of climate or cultural changes as well 
as of scientific and economic changes. Sometimes physical indicators 
are used: an example might be the calculation of the emissions of car-
bon dioxide per year, or the “Waste per capita”.

another example is the calculation of the Genuine progress ind-
cator (Gpi), that is the indicator (“index of effective progress”or “index 
of true / real progress”) that measures the growth of the quality of life 
of a nation. This is a distinction between positive changes (e.g. those 
services or goods) and expenses negative (i.e. those caused by  pollution, 
crime, by accidents). This indicator differs from the classical Gross 
Domestic product that calculates all the costs as positive, because to 
any monetary transaction does not correspond an increase in welfare. 



268 chapter nineteen

2 Cf. UNDp, human Development report, Oxford University press, New York, 
1992.

Specifically, the Gpi subtracts social costs associated with pollution, 
crime and environmental degradation, while it adds to the value of the 
GDp the value of voluntary labour and labour done within the family. 
Moreover, it considers the distribution of income, so that the higher is 
equity, the greater is the value of the Gpi, the greater is the availability 
of leisure the higher is the value of index; and it is considered then the 
cost of durable goods, infrastructure, etc.

as the GDp per capita results to be a limited and distorted indica-
tor of development, some French scholars have identified a different 
and adjusted GDp, a human development index, which, taking into 
account other social factors such as education, health and nutrition, 
introduces human development as factor to be analyzed for the deter-
mination of GDp. The United Nations Development (UNDp) defines 
human development as “as the process of enlarging the range of  
people’s choices increasing their opportunities for education, health 
care, income and employment, and covering the full range of human 
choices from a sound physical environment to economic and political 
freedoms”.2

The general objectives of human development to be achieved are: an 
economic growth for everyone and especially poor people, an improve-
ment in education, basic education, human health and environmental 
conditions. human development must, therefore, take into account 
individual income, level of health and education. For this reason it 
becomes more and more indispensable to introduce new economic 
indicators that can account for all economic environmental and natu-
ral relations.

a prime example is the human Development index that should dis-
tinguish the difference between “rich” populations and “poor” people, 
but always through “Western” and capitalist connotations, in a context 
that does not consider other civilizations, customs and traditions that 
create different needs.

The human Development report in 2005 shows that this index has 
been showing quite improved values in recent years with the exception 
of the countries in Sub-Saharan africa (mainly due to aiDS) and the 
countries of eastern europe (because of the economy decline). in the 
first places there obviously are europe, North america and Oceania.
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Finanza Italiana, year V, n. 11–12, nov.-dic. 1997.

Statistical Indicators for Measuring Environmental Impact3

enterprises, carrying out their activities, come into contact with the 
external environment that influences decisions concerning manage-
ment. The enterprise is a part of the social system, influences the 
 external environment and is influenced by it, because it plays both an 
economic and a social role, and therefore should act in a socio- 
economic perspective, that is in the interests of the interdependence 
between environmental quality and economic development in order to 
improve production using the most advanced technologies, respectful 
of environmental laws and pollution control.

it is clear that even for management processes within a business 
context the importance of the ecological element increases, because it 
can be considered as an external force, i.e. as a factor of production, a 
source of external capital, that acts and influences the performance of 
the entire production. The evaluation of enterprise’s assets and income 
would be, therefore, now largely conditioned by environmental laws. 
The environment becomes a strategic resource, a capital factor, as the 
qualifying medium-long term elements of the enterprise activity must 
tend to the redefinition of power relations between companies and 
social actors.

even in microeconomics, the use of indicators, referred to as good 
instrument for measuring “sustainable development,” is essential to 
take careful choices between the various possible alternatives, to acti-
vate an efficient capitalist enterprise not only from a managerial point 
of view, but from a total social perspective, in particular in all those 
circumstances in which the enterprise is ecologically involved and is 
not able to assess the real situation because the technical data are not 
easily interpretable.

The enterprise considers it necessary to have the use of management 
and information means, measuring instruments able to express clearly 
and precisely the composition of the factors used in production and 
the impact that the productive activity have on the environment and 
the social contexts, and to extend this knowledge to all external users 
who need it, always with the purpose of making profits with an “ethics” 
that is not really social, nor aimed at a social redistribution of profits.
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in particular, to cope with these consequences of the enterpreneur-
ial activity on natural heritage, two types of indicators are usually dis-
tinguished: environmental impact indicators and environmental 
performance indicators. This distinction is made because of the differ-
ent meaning of the measurement activities of a company relative to its 
impact on natural capital; indeed while the activity of an enterprise can 
be measured in terms of use resources, emissions, waste products, etc., 
to make a survey of its overall impact on the environment is necessary 
to make some subjective valuations, or estimates that establish the 
effects caused by production management.

The environmental impact indicators analyze the impact of produc-
tion on the environment through a determination of physical param-
eters referred to the production the company deals with, for example, 
the greenhouse effect, the level of toxicity for human health, fauna, 
flora, etc. These indicators can be calculated from a physical point of 
view and in monetary terms. physical indicators point to the enter-
prise contribution to the changes in global and local environmental 
conditions; they are a further measure of the efficiency of the company 
in its resources management. For the construction of these indicators, 
the most used method is linking the physical flows to some effects  
on human health, ecosystems and the impoverishment of natural 
resources. There will be primarily a classification of physical flows on 
the basis of their environmental impacts and then a characterization of 
these physical flows, taking into account environmental impacts on 
the greenhouse effect, the decrease of the ozone layer, the toxicity, 
energy, waste, smog, etc. Finally, there is the evaluation itself, essential 
in a situation where the results of the impact values contrast each 
other; it important know how to compare the results obtained to take 
various management decisions.

Monetary indicators, instead, allow the company to measure from 
an economic perspective all the variations caused to the natural herit-
age, estimated in terms of monetization, and allows the addition of the 
environment variable to the various economic decision-making pro-
cesses of the enterprise. The environmental performance indicators 
provide the qualitative and quantitative information to help the enter-
prise make an evaluation of efficiency, effectiveness and consumption 
of resources in order to enable the top management to adopt the best 
strategies oriented to strengthen as much as possible the pursuit of 
environmental objectives, also through a better external communica-
tion of results (e.g. to corporate stakeholders).
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The use of such indicators in relation to the consumption of raw 
materials, energy, etc. allows the firm to evaluate its efficiency in envi-
ronmental resources (process indicators), always in terms of the budget 
of a capitalist enterprise oriented to profit. The company must, how-
ever, be able to evaluate its efficiency in economic and financial terms, 
and uses for this purpose the eco-financial indicators to correlate the 
interventions for the environment with the costs of investment and 
management problems that this entails.

The company also controls its ability to achieve the objectives  
of environmental performance through the so-called environmental 
management indicators to continuously measure the degree of compli-
ance with legislation and environmental policies and the degree of 
integration with other environmental functions.

in summary, these indicators enable the company to pay more atten-
tion to environmental policy through a clearer, more specific and sec-
toral formulation of objectives; they also enable a development of the 
environmental management system, the improvement of external 
communication and the control, with a reduction in emissions and 
their costs of abatement and prevention.

The first consideration that is in order at this point, relative to the 
use of different management and monitoring means of environmental 
sustainability, is that the environment is considered as a factor of capi-
talist production and therefore is still subjected to the laws of capital 
valorization; in fact, the definition of “Nature Capital” which is the 
“environment Capital” is largely used. This is a consequence of a mar-
ket-based environmental policy that uses both advertising and public 
relations and often has as an enterprise’s primary objective to improve 
its image. Marketing operators should make consumers responsible, 
even those less sensitive, through pushes which tends to create motiva-
tion in people who do not see an immediate advantage in the adoption 
of environmental policies. it is necessary that consumers understand 
the importance of the benefits resulting from the adoption of ecologi-
cal products, highlighting the personal economic health-related bene-
fits of the so-called “green” products.

it should be stressed, however, that although all the environmental 
indicators of the enterprise (and especially environmental impact indi-
cators) show a high level of complexity and uncertainty in their con-
struction in terms of scientific validity, their integrated use would allow 
the enterprise to behave and to guide business decisions towards objec-
tives of economic and socio-environmental sensitivity. it is obvious 
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that the considerations to be made are quite different if the case of a 
capitalist enterprise is dealt with, for in this case everything is related to 
obtaining the maximum profit, or with a company in a socialist  system, 
with system logics that are “outside” the market, or rather “not” market- 
based, in which the achievement of the maximum effect is meas ured  
in terms of redistribution and safeguarding socio-environmental 
interests.

Environmental Laws, Monitoring Tools for Management Analyses

We live on one planet, connected in a delicate, intricate web of ecologi-
cal, social, economic and cultural relationships that shape our lives. if we 
are to achieve sustainable development, we will need to display greater 
responsibility—for the ecosystems on which all life depends, for each 
other as a single human community, and for the generations that will 
follow our own, living tomorrow with the consequences of the decisions 
we take today.4

These words of Kofi annan at the World Summit on Sustainable 
Development of 2002 show that there is a shared understanding of  
the urgency of working out national and international laws aimed at 
protecting our environment and also of institutions, international 
organizations and enterprises that have the possibility to transform the 
current model of development according to the principles of sustain-
ability and solidarity.

The entire management activity of enterprises must preserve, in an 
environmentally aware perspective, the natural heritage that the com-
pany has “loaned” from nature and must manage to increase its overall 
value, even though doing this determines anyway capital  accumulation 
processes that delineate the usual relationships of social domination. 
environmental laws dictated by the legislature or by other sources are 
legal rules that safeguard these capitalist power relations.

along with environmental laws there are the so-called voluntary 
standards or technical specifications adopted by national  organizations 
or by european organizations (european Committee for Standardiza-
tion or CeN) or international organizations (international Organization 
for Standardization or iSO) that guide firms to produce taking account 
of environmental needs.
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5 The objective of eMaS shall be to promote continuous improvements in the envi-
ronmental performance of organisations by means of:
–  the establishment and implementation of environmental management systems by 

organisations;
–  the provision of information on environmental performance and an open dialogue 

with the public and other interested parties.

The search for a hypothetical balance between business interests and 
ecology has led to the introduction in the european Union Countries 
of some self-regulatory and economic instruments.

The Council regulation (No. 1836/93) of the european Community 
introduced in 1993 is a new instrument for management and control 
called eMaS (environmental Management and audit Scheme) which 
can be adopted voluntarily by organizations (companies, public agen-
cies, etc.) to improve their environmental performance and inform the 
public and other stakeholders on their data and information on its 
environmental management. The second version of eMaS (eMaS ii) 
was published by european Communities with regulation 761/2001, 
subsequently amended by regulation 196/2006.5

in regard to the “voluntary standards” we must mention the ecolabel 
(regulation eC No. 1980/2000), which is the european label of eco-
logical quality that certifies that the product or service has a lower envi-
ronmental impact throughout its entire lifecycle. The label is essentially 
a marketing opportunity because it responds to the increasingly press-
ing need to realize “clean” products. it is also a preventive  strategy 
because it limits the marketing of products that could cause environ-
mental damage and also because it is a trademark that becomes a guar-
antee of the environmental quality of the product. The label is also an 
instrument of certification in order to ensure the necessary transpar-
ency to market green products. it is, therefore, a voluntary instrument 
that provides a higher quality than legal standards. it is important to 
note that:

The european eco-lable achieved a record year in italy in 2007, with 
an increase in the number of licenses equal to 111% compared to  
previous year: it has passed from 86 licenses and 1384 products and 
services at the end of 2006 to 174 licenses and 2,474 products and  
services in late 2007. 2008 will be a challenging year for apat and  
the Committee, because The european Commission has charged italy 
with the development of the rules policy for granting the euro pean 
eco-label to the product group “Buildings,” and some revisions of 
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product groups including “paper copies and graphic paper,” “tourist 
accommodation service” and “Camping service”.

in particular, the importance of the ecolabel for buildings should be 
pointed out. it is an important project that provides an integrated 
approach to environmental problems related to the construction, use 
and disposal of buildings within the life cycle. This environmental cer-
tification will be voluntary and will be added to the energy mandatory 
provisions of Legislative Decree 311/2006, which allows citizens to be 
informed about the consumption of a building.6

4. The regulations of the of the international Organization for Stand-
ardization 14,000 series provide managerial instruments for organiza-
tions that want to put under control its aspects and environmental 
impacts, thus improving their performance in this field.

it should be noted that all the requirements of iSO 14000 are volun-
tary. The decision to apply the requirements of iSO 14000 is therefore 
a strategic decision that the enterprise management chooses to take.

The iSO 14001 is the standard that can be implemented by any type 
of organization that wishes to achieve an improvement in the perfor-
mance of their activities through the adoption of an environmen-
tal man agement system; this standard was implemented by the new 
eMaS regulation. it was joined, in a progressive approach of the 
 international system to the european scheme, by the subset of 
iSO14030 standards for the evaluation of environmental performance 
and by iSO 14063 standard for environmental communication. The 
subset of iSO 14020 disciplines different types of environmental labels 
and declarations, standardizing different levels of public information 
on environmental performance of products and services. From this 
point of view, the labels and declarations have an important role in 
sustainable consumption, as they define, credibly and transparently, a 
boundary that distinguishes the products more compatible with the 
environment from those less compatible. These are supplemented by 
the iSO 14040 standard that disciplines the methodology to be applied 
in the life cycle study.7

Within the fifth action program, the european economic Commu-
nity Commission, in March 1992, approved a regulation establishing 

6 Cf. apat – agency for environmental protection and for technical Services – 
Section eCOLaBeL http://193.206.192.245/giorgio/Crescitaecolabelitalia2007.pdf.

7 Cf. Copyright © 2000 reporting p. http://www.bilanciosociale.it/bilancio_sociale 
.html.
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8 Cf. apat - agency for environmental protection and for technical Sevizi –http://
www.apat.gov.it/site/it-it/temi/Mercato_verde/Standards_iSO_14000/.

9 Cf. Matacena (1984: 131–134).

a voluntary environmental management and audit scheme of with the 
aim of promoting an improvement of environmental performance in 
industrial activities.

The audit, born in Canada in the early 1970s to ensure safety and 
hygiene in the workplace, was subsequently extended to all issues of 
environmental safety. This instrument is a systematic, objective and 
documented evaluation (which occurs periodically) of the business 
organization operation, with regard to environmental benefits agree-
ing the enterprises policies with the various environmental policies.8

in addition to eco-audit other instruments that help analyze and 
evaluate the overall impact of the productive activity of a company in 
the macro-social environment, there are the Social report and 
environment report.

The instrument that is currently considered, in the accounting and 
quantity approach, the most valid to give visibility to the questions and 
the need of information and transparency of the customer is the Social 
Budget: using a model of reporting on the quantities and quality of the 
relationship between the company and the representative group of the 
whole society that aims at outlining a coherent, timely, complete and 
transparent framework of the complex interdependence between eco-
nomic and sociopolitical factors, consequent to the choices taken.9

The Social report is a very difficult document to draw because, by 
taking into account many socio-economic-environmental variables it 
must meet the information needs of those who have “a stake” in the 
fate of the company and expect economic and financial returns.

The Social report must inform the various business areas on the 
social performance that the company adopts, and secondly steer 
future decisions based on these. The firm must know how to manage 
the social consensus through an improvement of its image capable to 
reconcile the interests of the various subjects of the enterprise. Like  
the operating budget that must follow the requirements and rules,  
so the Social Budget should provide “relevant, impartial and clear” 
information. each of these main principles is divided into the follow-
ing postulates, so far as the relevance implies the timeliness, relevance 
and schedule of information, whereas impartiality concerns with  
completeness, prudence and acceptability of information and finally 
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10 Cf. Copyright © 2000 reporting r. p. http://www.bilanciosociale.com/bilancio-
ambientale.html.

clearly recalls the postulates of understandable, concise and correct 
information.10

Since the 1970s the problem of accounting for externalities appeared 
in all its importance, as the enterprises that bear costs for environmen-
tal protection in fact are disadvantaged compared to the others, because 
they present a lower added value; it becomes necessary, in order to 
achieve a more balanced determination of the operating results, to add 
in the accountings the item of “environmental costs”.

Compared with the Social report, the environmental report deals 
with a specific part of the enterprise activity, analyzing it with specific 
parameters and following defined guidelines set by different interna-
tional organizations such as: CeFiC (Council of european Chemical 
industry); peri (public environmental reporting initiative); FeeM 
(eni enrico Mattei Foundation).

an environmental report must have a structure as close as possible 
to that of the traditional operating budget with a numeric part number 
and a descriptive one. it is also necessary to ensure the environmental 
transparency of the enterprise. Within the company a real new mana-
gerial philosophy must arise and consolidate, able to manage resources, 
production and quality in terms of achievement of profit and value 
creation.

even if the impact on the environment can be limited by the 
 measures to reduce the negative effects of pollution, the companies 
have often tended to avoid controls and enforcement measures by the 
authorities and to follow only part of the laws to avoid any action 
against the company, believing that the environmental question causes 
only additional costs. The environmental report must have a struc-
ture  capable of giving accurate information from an environmental 
point of view, for like the operating budget it compares the aggre-
gated  information permitting some economic and financial assess-
ments on the enterprise’s activity. The structure of the environmental 
report must enable an estimate on the development of the relationship 
between business and environment in order to maximize savings on 
the “environmental Capital”.

it should be noted that while the yield of financial capital can be 
measured with elements of the same nature (money with money), in 
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regard to “environment capital” there is a different situation because 
the return must be measured in terms of the “value” that the enterprise 
provides to the community, but what value is it? Certainly it is not the 
value of the social progress and for society but the value of capital 
accumulation processes.





1 See the dark side of agrofuels, José Antonio Díaz Duque, deputy National Assem
bly of People’s Power, Deputy Minister, Ministry of Science, Technology and Environ
ment of the Republic of Cuba, Vasapollo, Martufi (a eds, 2008).

ChAPTER TwENTy

‘CLEAN’ ENERGIES OF CAPITALISM: AGRO-FUELS AND 
PLANNED CRIMES AGAINST hUMANITy

Producing Energy from Food: the Monstrosity of Growth

“Several agricultural products are used in the production of energy; 
among the socalled agrofuels, there are sugar cane, corn, beet, palm 
oil, rape seeds and other oleaginous crops. Included in this category 
also are byproducts of agriculture and livestock, such as straw, sugar 
cane waste, leaves, stems and buds, bark, sawdust, pods, dung, and 
other derivatives from preparing food agricultural products, forestry 
and animal slaughter. In summary, the biomass is a source of energy 
locally available that can produce electricity, heat and mechani
cal energy, like liquid, gaseous or solid fuels, thus contributing to the 
replacement of fossil fuels and to diversify energy sources”.1

For example, the agrofuels are said to be clean and green; this is not 
true because a ton of palm oil production causes 33 tons of carbon 
dioxide emissions, which is approximately 10 times more than oil. The 
destruction of tropical forests to produce ethanol through sugar cane 
produces 50% more greenhouse gas than using the same quantity of 
petrol. It is said that agrofuels will not cause deforestation; also this 
statement is false if we consider, for example, that in Indonesia the loss 
of forests is caused by palm oil plantations for biodiesel. Agrofuels are 
considered to promote rural development; also this is a false myth to 
debunk: in the Tropics, 100 hectares dedicated to family agriculture 
offer 35 working positions, while the palm oil and sugar cane only 10, 
the eucalyptus 2 and soybeans only half. It is even claimed that the 
agrofuels will cause no more hunger in the world; according to the 
FAO, food in the world would be enough of feed everyone but poverty, 
also related to high fuel prices which increase food, does not allow 
anyone to eat properly; this is a mere utopia, since it is not sure that 
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2 ‘The five myths of agrofuels, “Mission Today http://www.trentinosolidarieta 
source. it/article/articleview/2020/1/156 /.

3 http://panafricannews.blogspot.com/2007/04/reflectionsofpresidentfidel 
castro.html.

increasing the production of agrofuels will find the remedy to the 
world hunger.2

Fidel Castro has been very clear in his discussions about this topic:

I believe that reducing and moreover recycling all motors that run on 
electricity and fuel is an elemental and urgent need for all humanity.  
The tragedy does not lie in reducing those energy costs but in the idea  
of converting food into fuel. It is known very precisely today that one ton 
of corn can only produce 413 litres of ethanol on average, according to 
densities. That is equivalent to 109 gallons. The average price of corn in 
U.S. ports has risen to $167 per ton. Thus, 320 million tons of corn would 
be required to produce 35 billion gallons of ethanol. According to FAO 
figures, the U.S. corn harvest rose to 280.2 million tons in the year 2005. 
Although the president is talking of producing fuel derived from grass  
or wood shavings, anyone can understand that these are phrases 
totally lacking in realism. Let’s be clear: 35 billion gallons translates into 
35 followed by nine zeros! Afterwards will come beautiful examples  
of what experienced and wellorganized U.S. farmers can achieve in 
terms of human productivity by hectare: corn converted into ethanol; 
the chaff from that corn converted into animal feed containing 26%  
protein; cattle dung used as raw material for gas production. Of course, 
this is after voluminous investments only within the reach of the most 
powerful enterprises, in which everything has to be moved on the basis 
of electricity and fuel consumption. Apply that recipe to the countries  
of the Third world and you will see that people among the hungry 
masses of the Earth will no longer eat corn. Or something worse: lend 
funding to poor countries to produce corn ethanol based on corn or any 
other food and not a single tree will be left to defend humanity from 
climate change. Other countries in the rich world are planning to use not 
only corn but also wheat, sunflower seeds, rapeseed and other foods for 
fuel production. For the Europeans, for example, it would become a 
business to import all of the world’s soybeans with the aim of reducing 
the fuel costs for their automobiles and feeding their animals with the 
chaff from that legume, particularly rich in all types of essential amino 
acids.3

And still Fidel Castro claims:

All the countries of the world, rich and poor, without any exception, 
could save millions and millions of dollars in investment and fuel simply 
by changing all the incandescent light bulbs for fluorescent ones, an 
exercise that Cuba has carried out in all homes throughout the country. 
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4 http://panafricannews.blogspot.com/2007/04/reflectionsofpresidentfidel 
castro.html.

5 Cf. Frei Betto, “The necrocombustibili” in http://www.chefare.org/news/Frei% 
20Betto% 20I% 20necrocombustibili.html.

That would provide a breathing space to resist climate change without 
killing the poor masses through hunger.4

From the environmental point of view the mass production of agrofu
els becomes more damaging than the pollution problem it is deemed 
to solve.

Agrofuels are offered both as an alternative to oil and as a means to 
combat global warming, and for this the major international compa
nies are launching this new market, which is, however, harmful to the 
nutritional needs of peoples.

The FAO says that in the year between March 2007 and March 2008 
there was an increase of approximately 88% in the price of cereals, 
while fats and oils grew 106%; the world Bank claims that last year and 
a half the price of cereals rose by 80%.

Agricultural land per capita in developed capitalism is almost twice 
than for underdeveloped areas: 1.36 acres per person in the North 
against 0.67 in the South, for the simple fact that in underdeveloped 
areas live about 80% of the world population. The prices of staple foods 
have increased greatly in the recent months penalizing even more the 
poorest communities; for example the price of corn has grown in one 
year by more than 50%. This increase, however, was not caused by poor 
production, because in recent years there has been a much higher pro
duction than in the last years.

The main causes of rising prices are attributable to the increase of 
grains used for the production of biofuels, increases in the cost of die
sel and fertilizers, increase in the consumption of meat that has led to 
increased demand for animal feed.

It is not acceptable to deprive of food, land and water the poor com
munities to sustain the luxuries of the western world.

Malnutrition today threatens 52.4 million South Americans and Car
ibbeans, that is 10% of the world population. with the expansion of the 
areas converted to ethanol production, we run the risk of transforming 
the socalled “biofuels” in “necrofuels,” in predators of human beings.5

By inventing the engaging and misleading term biofuel the new 
monstrous fraud of agrofuels is achieved, namely the capitalist exploi
tation by multinationals agricultural goods for energy market.
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6 Cf 20080606 12:53; FAO SUMMIT CLOSED, the final declaration approved; 
http://www.ansa.it/opencms/export/site/visualizza_fdg.html_77952538.html.

Examples of Leadership and Anti-Leadership

Forty heads of State and Government, more than five thousand dele
gates representing 181 countries gathered for three days in Rome from 
3 to 5 June 2008 in the FAO Food Summit. Among the “hottest” issues 
to be addressed, there was a debate on agrofuels, agricultural and 
trade policies, with clashes that viewed on the one side the Latin 
American countries and the on the other the United States and the 
European Union.

The closing Statement of the FAO summit in Rome expressed the 
need to meet the longterm food crisis that needs the coordinated 
efforts of the international community. All countries and  organizations 
have taken the commitment to allocate 6.5 billion worth of aid, the 
world Bank has provided 1.2 billion dollars, the U.S. 1.5 billion, France 
1.5 billion over five years, the United Kingdom 590 million dollars and 
Italy has allocated 190 million euros.

The summit ended with only a simple commitment of the heads of 
State and many Ministers to take a vague commitment to eradicate 
world hunger, without absolutely identifying the political responsibili
ties of the major western powers, multinationals, and of the very 
structural crisis in the capitalist production.

But along with the final statement there was a clear statement of 
position of some Latin American countries, led by the Cuban Deputy 
Minister in foreign investment, Orlando Requeijo, that giving reading 
of the Cuba declaration at the general final assembly of FAO reiterated 
and reinforced a few key interventions requested the day before by the 
head of the Cuban delegation Ramon Machado Ventura. In support of 
these arguments Ecuador added: “Venezuela, Argentina and Cuba are 
not alone. Many countries disagree.”6

The Cuban delegation claimed openly that this little but significant 
result, achieved in the final declaration of the summit, depends on the 
lack of political will by the mature capitalist countries to make substan
tial and lasting solutions to a global food crisis which is now strongly 
linked to an energy and environmental crisis, complaining that the 
final document does not present references to the impact of protec
tionist agricultural subsidies, monopolistic control of food distribu
tion, the criminal strategy of using agrofuels as opposed to the use of 
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grains to solve the problems of food in the southern hemisphere; and 
there is not any reference on the fundamental issue of climate change 
due to patterns of production and consumption imposed by neoliber
alism, adding to it the consequences of financial speculation on the 
rising of food prices.

Delegates from Argentina, Nicaragua, Ecuador, Bolivia and Vene
zuela supported the position of Cuba. In particular, the FAO Ambas
sador of the Bolivarian Republic of Venezuela, Gladys Francisca 
Urbaneja Duran in her speech stressed that the food crisis is not a 
technical problem but a social and political problem, “it is the proof of 
damage and the historic ruins of the capitalist model … All these 
causes may be summed up in one: the character of goods which is 
attributed to foods in the current international economic structure 
represented by the capitalist model of production and consumption, 
which focuses on the maximization of profit opposed to the collective 
welfare of peoples and the sustainable natural resources.”

For these reasons, the Delegate of Venezuela emphasized, we need 
to give a strong impetus to ALBA, that is the Bolivarian Alternative of 
the Nuestra America people, in order to counter the logic of capitalism, 
the logic of profit and global competition, and to propose the immedi
ate creation of a Fondo Especial Agricola which collects an agreed per
centage of the price of a barrel of oil to finance the mechanization of 
agriculture, the funding of agriculture technology, to develop food 
production, thereby determining a true popular sovereignty on food, 
against the interests of multinational corporations.

The delegation of Cuba, while expressing gratitude for the support 
received from the majority of the present countries on ending the 
criminal blockade imposed by the Government of the United States, 
insists that their country will continue to work in defence of justice, 
equity solidarity “so that hunger will turn soon into a scourge eradi
cated from the history of mankind.”

These important issues supported by the Cuban and Venezuelan 
delegations and strongly supported also by Argentina, Bolivia, Ecuador 
and Nicaragua, were the key ideas of those like us in the CESTES
PROTEO who wanted to promote an alternative summit, with several 
other research centres and associations and grassroots movements, to 
directly accuse the current international economic order which 
increases poverty, inequality and injustice.

In fact while the FAO summit on emergency food was inaugurating, 
at La Sapienza University of Rome an international meeting took place 
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for an alternative summit “Land, water and energy: politics on com
mon heritage”.

During the meeting there was a declaration of support to the  
open letter in defence of the Amazon signed in Brasilia on April 14, 
2008 and sent to President Lula and the Brazilian government; also, a 
support was expressed to the international campaigns for the indige
nous and grassroots movements of South American countries that are 
fighting for the defence and the socialization of common goods, and to 
the movements in defence of the processes of participatory democracy 
and selfdetermination of the governments of Bolivia, Venezuela, 
Cuba, Ecuador and to all peoples fighting for their independence.

All speakers highlighted how the food crisis, the energy crisis and 
the environmental decline are the products of the systemic crisis of 
capitalist production, that is a model supported by rampant consumer
ism that, in order to accomplish the profits of multinationals, is caus
ing more and more wars, exploitation, poverty and hunger, and for this 
reason radical alternatives should be created, also supporting the mod
els under construction of the XXI Century Socialism.



1 Brecher, Costello (2001: 194) translated from the Italian edition.
2 See Vasapollo (ed., 2006).

Chapter twenty-One

BrIeF COnCLUSIOnS:  
the StrUGGLeS OF GraSSrOOtS MOVeMentS anD an 

eCOnOMIC SOCIO-eCOLOGICaL pOLItICaL theOry FOr 
DeVeLOpMent OUtSIDe the MarKet

a concept is now clear: our macro-environmental system cannot  
continue to reproduce itself through the continuous unchecked exploi-
tation of natural resources. The solution, however, cannot be a zero-
growth or the stopping of development or the false alternatives like the 
use of agrofuels that are crimes against humanity.

The worsening of the conditions of the world lower classes, made 
more acute by the wars necessary for the new arrangements of capital-
ist development, constitutes a good chance for a renewed international 
solidarity. renewed internationalism and militant class movements 
must no longer be postponed; they are made more necessary by the 
context of the social “endless war”.

The challenges of globalization (unemployment, under- employment, 
changes in the nature of work, the decline of public services and many 
others) are social issues that transcend the workplace. Meeting the 
challenges will require that the labour movement that promotes the 
interests of all workers, whether organized and unorganized. trade 
Unions must reach out of the workplace and into the community by 
building coalitions with the environmental, community, women’s, 
human rights, farm and other people’s organizations.1

Giving voice to the environmental and social needs must not lead to 
a negative impact on the already precarious wage conditions; we are 
afraid, in fact, that firms, to adapt production to the environmental 
needs, without touching the shares for profits and annuities, would 
negatively affect wages, causing a further depletion of the welfare of the 
poorer classes. It is now essential to stop the unbridled pursuit of profit 
by establishing minimum global standards regarding the social condi-
tions, environment, labour, which all governments should respect and 
make respected.2
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whereas the biological survival of the human species and the social 
survival are closely linked, in order to allow a balanced and equal 
growth within society, it may be necessary to overcome the capitalist 
production model and put into question its economic position in eve-
ryday life, as it determines only rules for the unbridled search of profit 
by capitalists!

The challenge therefore is to pursue a society that goes beyond capi-
tal, but at the same time that gives immediate answers to the barbarism 
which afflicts the everyday lives of the working class.Only in this way 
it is possible to stop forever and wherever the wars of imperialist 
aggression and expansion, redistribute wealth to the labour and denied 
labour world, to join together the concept of development and welfare 
state and progress; a qualitative and self-determined, strongly social 
and environmental compatible development, based on the centrality of 
man and nature.

The present development is only the expression of capitalist civiliza-
tion, that is characterized by its exclusivity when compared to other 
civilizations of the world; a quantitative growth that configures the 
capitalist quantitative development model as the sole perspective of 
humankind. In the current capitalist system large national, financial, 
trans-national enterprises, following only their own interests create an 
uneven development. It is essential to prove that the capitalist system, 
and the theories that legitimize it, is unjust, and leads to poverty,  
inequalities, and tragic problems of survival, because according to the 
capitalist production rules that the conflict with society and nature is 
determined, through the contradictory dynamic of development of 
productive forces and relations of production.

That is why we give political and economic attention, without any 
romantic or nostalgic approach, to the reality of Indigenous-african 
america because the neoliberal restoration sees its wealth / poverty 
gap grow larger and larger. The role as economic-productive semi-
periphery given to the america of indigenous peoples makes it an area 
where the centrality of the labour-capital conflict is higher and more 
direct, and this conflict is wilder without the mediation of the capital-
nature, capital-science, capital-democracy and capital–rights contra-
dictions within the dynamics of class conflict.

Socialism of the XXI century is as a consequence filled with real 
class contents. This formulation, although seems to be generic, finds a 
concrete content in daily life with the decisive structural reforms intro-
duced by Chávez, Morales, Correa, who, due to their radicalism in 
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form and content, represent with Cuba the revolutionary horizon of 
Latin america, that is the new global concrete reference for the glo-
balized social struggles for resistance and recovery of the social offen-
sive. and it is essential that these actions have, in their deepest nature, 
a direction against the logic of capital and the market.

The challenge, therefore, is to pursue a society that goes beyond cap-
ital but at the same time, to give immediate answers to the barbarism 
which afflict the daily lives of the working class.

The question has two faces: the first is the problem of moving from 
social movements to the implementation of a political organization in 
a party form, a leadership team and the ability to conduct numerous 
forms of struggle with the strategic focus not only on anti-imperialism 
but especially on anti-capitalism, for an alternative to capitalist pro-
duction, using objective and subjective forms and methods.

Only with a guide and an organized political subjectivity, mass 
movements can pursue the strengthening of the alternative transfor-
mation process, overcoming capitalism. as the means of production 
belong to the people, Cuba, with all the difficulties and contradic-
tions of a still not-completed socialist process, can propose a different 
relation ship with society, with the macro-environment, because the 
pro duc  tion is oriented to solve people’s needs, possibilities of social 
redistribution and thus respect and protection of nature.

It is necessary to make a globalization of solidarity among peoples 
so to adapt to the rules of a qualitative, compatible and sustainable 
development in social, environmental, human rights, civil and labour 
terms and that is really effective for all countries, a globalization of 
human rights. On this basis the Cuban revolution is working, and 
despite the major limitations imposed by the imperialist aggression, is 
developing social and environmental outcomes that are now recog-
nized by all most important international organizations.

Moving along the line of developments in Cuba, Venezuela and 
Bolivia, the partial reforms can be consolidated, the tactics and strug-
gles for partial demands can turn into real strategies for overcoming 
capitalism. That is why the socialism in the 21st Century continues to 
consider as a priority reference Cuba, its revolution, its government, 
and that is why Chavez’s alternative and the Bolivarian revolutions, 
evo Morales and the Indians movement “vivir bien” have assumed the 
character of socialist revolutions.

It is necessary, then, to develop from now on alternative theories 
and social struggles to force the redistribution of income and wealth to 
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workers, the unemployed, the indigenous nartionalities and commu-
nities, and to safeguard environment and health, to promote educa-
tion, training, social culture and knowledge, developing a new critique 
of applied economics capable to give shape to a policy of a non-market 
socioecological development, alternative to capitalism, and able to 
overcome the human and nature exploitation.

The study and the development of alternative theories from a  
critique to applied economics are realized in a socio-ecological politi-
cal economic sense as support and exchange of experiences with the 
international struggle of the workers and the indigenous people; in  
an interlacing of the theory and practice of class struggle, where  
the capital-nature conflict is intertwined within the dynamics of the 
capital- labour conflict, for overcoming the capitalist production model 
in the concrete construction of socialist processes of and in the twenty-
first century.

a new development model is necessary in which inequality can  
be corrected by good policies for social progress that give voice to 
minorities and to the marginalization created by the capitalist produc-
tion system; that is, a new theory of socio-ecological policy centred on 
social and environmental compatibility, wanted and imposed by the 
struggles of the class movements for an immediate, profound change.  
a possible, necessary, indispensable, undelayable Socialism of the 21st 
Century, starting also from a minimum program of major structural 
reform, but now! tomorrow may be too late!

This is one common struggle to win together in order to stop the 
causes of this increasingly inhumane capitalist social system, in the 
horizon of the construction of a different world, a socialist world.



Part Eight

CUrrENt trENDS: FrOM QUaNtitatiVE grOWth tO 
thE StrUCtUraL aND SYStEMiC CriSiS OF CaPitaLiSt 

PrODUCtiON





ChaPtEr tWENtY-tWO

CaPitaLiSt aCCUMULatiON aND itS CriSES

The Concept of Crisis

The new model of development emerged during the crisis of the late 
nineteenth and first third of the twentieth century was applicable in all 
its dimensions since World War ii until 1971, year of the failure of the 
international monetary system that controlled the capitalist flows of 
goods and money, announcing the new global crisis of the system. Non- 
equilibrium is an essential element of the capitalist economy, although 
the conventional economic theory wants to conceal this fact, and only 
analyse the issues from a viewpoint of equilibrium. Non-equilibrium 
acquires its larger dimensions when it appears in the form of economic 
crisis (in this case, better, imbalance).

a (structural) crisis is different from a (cyclic) recession or a depres-
sion when there is a set of malfunctions interacting mutually, reinforc-
ing an unstable behaviour model, that ends up in the grinding to a halt 
of the development model, the interruption of the regular process of 
accumulation. Large capitalist crises occur when the conditions of 
accumulation are less stable and sustained. When it happens, the model 
of development in all its dimensions is questioned, and the overcom-
ing of crisis demands the new conditions of accumulation, articulated 
together in a model that revitalizes the system.

The crisis usually appears as a special situation in the system. Never-
theless in the last hundred years three great global crisis have been 
produced: from 1871 to 1896, from 1921 to 1939 and from 1971 until 
today. Therefore, during the twentieth century, there have been more 
years of crisis than years of normal economic activity.

as crises seem to be the norm, we need to explain not why there is 
crisis, but why in some years there is no crisis.

in structural crises the dynamics of accumulation deteriorates, it is 
ruined. Obviously, between the periods of crisis, there also were phases 
of economic oscillations. Thus, during the long crisis in which we are 
still immersed, the economy improved during the period 1986–1990 
and worsened from1991 to 1994. Since1996 to 1998 the world  economy 
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entered a new phase of expansion, and since 1999–2000 a new reces-
sion has began.

Therefore, the crisis marked the end of a phase in capitalist accumu-
lation, and the overcoming of the crisis and the beginning of another 
new phase in history.

Structural crises are overcome only when the structural blocks that 
have made them were replaced with new forms of social and economic 
organization.

The major of the capitalist crisis is undoubtedly that of generalized 
overproduction of goods. it is not to be considered as a crisis due to 
ex cessive production of goods compared to the real needs of masses.

There is overproduction in the Marxian sense when there is a 
 (relative) abundance of the goods that does not make them profitable. 
That is, a sale on the market would not allow the realization of profit. 
The two aspects of the commodity are, therefore, kept separate: if, as 
use value, it is necessary for the masses’ needs, as exchange value, it is 
in excess.

Schools of Thought on the Theory of Crisis

Since 1980 a fundamental change has occurred. a new consciousness 
seemed to seize the leaders of the capitalist world who interpret the 
structural dimensions of the crisis.

in the late 1970s there were three types of alternatives solutions of 
the crisis:

a. The conventional neoclassical and orthodox theories. They promoted 
supply-side economics (“Buchanan/reaganomics or Public Choice 
theories). according to this approach the crisis is due to the State, 
its excessive spending. The consequent effect is the decline of the 
tendency to save and invest. Within these theories, the monetarists, 
like Milton Friedman and anne Krueger, consider the Keynesian-
inspired policies the cause of the crisis, because a lot of money in 
circulation implies an increase in inflation and consequently a 
destruction of the economy. Quite similar is the austrian school of 
Friederick von hayek, that claims that credit in the economy causes 
inflation (by credit). These currents of thought were held by the 
opposition parties in Western countries during the period 1973 to 
1979. When the Conservatives finally came to power in 1980s, they 
started applying these ideas to their new economic policies.
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1 it is not the only case. The radical break between theory and practice is shown as 
one of the key features of “Western Marxism” by anderson (1977). it is true that within 
the category of Western Marxism (anderson himself, already in his work of 1977, 
criticizes this definition as unsatisfactory) there are intellectual militants such as Karl 
Korsch, whose work was closely oriented to the renewal of revolutionary theory and 
practice.

b. The Keynesian theory. alain Barrere, James tobin and John  
K.  galbraith are some of its representatives. They consider that 
there is a crisis of organization produced by the system of produc-
tion and distribution. The Keynesian alternative is to create a new 
social pact. The crisis is associated with the fact that new theories 
and the new politicians in power see the working class as a part of 
the problem, and not the solution, and do not guarantee a rapid 
increase in return on capital, which can occur by supporting the 
demand with public policy.

c. Marxist theory. among the different currents there were: (1) French 
Marxists, whose most dynamic members are part of the regulation 
school. alain Lipietz (1983, adviser to Mitterrand, after which he 
became spokesperson of the French green Party [Lipietz 1993]). 
he argues that the crisis is the result of the decline of the laws of 
profit. according to this theory there was a collapse of the regimes 
of accumulation, extensive (industrial revolution) as well as inten-
sive (XX century); (2) the radical current defended by economists 
like David gordon, Samuel Bowles and Thomas Weisskopf (1989) 
and Bowles and Edwards (1990), who analyze the crisis in terms of 
power, both social organizations compared to the State, as well as 
the theme of the power of energy producing countries. Finally,  
(3) the current of economic cycles, discovered in early century by  
the russian economist N.a. Kondratieff and defended, among oth-
ers, by Ernest Mandel (1986b, 1997b) and Wallerstein. Kleinknecht 
(1982), Bernard rosier (1975) and rosier and Dóckes (1983), refer 
to the existence of large cycles of 50 years in the economics history 
based on technology. at present the economy goes through a reces-
sive long cycle. in general, these economists theorize an alternative 
that deal with the replacement of the capitalist system with another 
one, in which the market is subject to the social logic.

The main weakness of these “theoretical” Marxist economists is that 
their proposals do not form part of a policy program of any relevant 
social sector in developed countries.1



294 chapter twenty-two

The Counteroffensive of Capital

With advent of neoliberal-minded neoconservatives to state power in 
the 1980s, the Keynesians were expelled by the US government; ronald 
reagan succeeded Jimmy Carter and Margaret Thatcher succeeded 
British Labourists. Since then, capital will show its most dynamic char-
acter, namely capital’s multinational side, both political and economic. 
The 1980s in other words witnessed a major counteroffensive of capital 
against labour in the form of a new world order that freed the ‘forces of 
economic freedom’ from the regulatory constraints of the welfare-
development state. an agenda of ‘structural reforms’ and policies of 
neoliberal globalization were the means to this end. in other words, 
neoliberalism was deemed to be the most appropriate strategy for solv-
ing both the production and fiscal crises of the capitalist state. The 
most important measures implemented in the 1980s and 1990s to 
advance this ‘structural reform’ process were:

a. to cause an international recession, with increases in unemploy-
ment and insecurity, to weaken the power of workers and Unions 
(the so-called politics of flexibility). This measure was completed 
with the activation of new technologies to automate the production 
processes, massively reducing the need for labour.

b. to untie the State from any effective social participation, to put it at 
the service of the recovery of enterprises (politics of “deregulation 
and competitiveness” “adjustment and “privatization”);

c. to reverse the direction of Third World countries’ politics. in order 
to do this, several measures were applied: the coup d’etat (Latin 
america and africa) in the 1970s, attack against the United Nations 
system, concentrating power in the Security Council and causing 
the financial crisis of the organisms more linked to the “New 
 international Economic Order (NiEO), such as UNCtaD (United 
Nations Conference on trade and Development), or UNESCO 
(United Nations Educational, Scientific and Cultural Organization) 
in the 1980s; technological change that reduces the consumption of 
certain abundant raw materials in the Third World (energy) and 
largely replaces them (copper or fiber) and, finally, policies known 
as “programs of structural adjustment,” in the control of the  
economic policies of the 1980s and 1990s, taking advantage of the  
crisis of foreign debt which allowed to break the redistributive 
function of State, strengthening its class character and privatizing 
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its activities in favour of trans-national capital; continuation of the 
Cold War with the ideological resumption of the conservative proj-
ect (move from the defensive struggle from the inside, Welfare 
State, ‘Keynesianism’, to the fight offensive inside: postmodernism, 
new individualism) and burst the space occupied by communism 
using new media penetration (film, music, tV, video).

Conservative governments proposed to lay the new foundations of  
the relations between rich and poor. at first the global objective of neo-
liberalism was the control of OPEC. Then they tried to control the 
countries that had oil and were not part of OPEC (the oil of the North 
Sea) with the idea of fragmenting the internal organization of the lat-
ter. On the other hand, they proceeded to reorder multilateral institu-
tions (UN and international financial institutions).

Consider also that, particularly in the late 1990s, the companies 
continued to generate much money which is often poured in financial 
speculations and in increments of distributed dividends.

This could be explained by a simple reasoning:

a. a record increase of net profits is realized;
b. this did not correspond to significant increases in sales nor in added 

value;
c. there is a substantial retention of Earnings Before interest, taxes, 

Depreciation and amortization (EBitDa) and Earning Before 
inter ests and taxes (EBit);

d. the value added should be distributed to labour and the capital fac-
tor, but the increases in direct nor indirect and deferred salary, nor 
therefore social wage in its generality are not assigned to labour;

e. a reduction in taxation;
f. finance charges on debt fall as a result of the lower cost of money;
g. the major money flows made by companies are not assigned to 

investment, disposals of assets are also achieved;
h. for several consecutive years, the distributed dividends were greater 

than capital increase, achieving a negative budget between  dividends 
and capital increases, penalizing self-financing because the share-
holders continue to receive more than they give; and

i. there is a clear improvement of the capital structure of enterprises 
and the relationship between debt and net assets, reaching much 
lower values in the recent twelve years, even for the reduced amount 
of debts taken out with banks in favour of short-term loans made by 
subsidiaries due to the concentration of financial management.
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it is clear that the profits accrued to companies (e.g. in italy) have 
remained solely in the pockets of entrepreneurs, managers, sharehold-
ers, who did not socialize the optimal conditions for growth of the 
recent years and in particular, in 1998, the year which saw the best 
results of the last decade.

The Profit State continues to homage entrepreneurs with favourable 
conditions and operate exceptional discounts to profit, and this does 
not involve any improvements in social spending because the enter-
prises’ contribution decreases, nor any increments of investment in the 
italian market, nor the reduction of working hours, nor any incre-
ments in wages, let alone redistribution to labour, nor have, finally, 
real, full-time, full salary and full rights employment increased.

The new multinationals are financial groups with industrial domi-
nant features and a unique capability to access the financial markets to 
place their securities and operate as investors. This change has impor-
tant implications for the qualitative increment and the financial posi-
tion of the multinationals that adopted themselves this new form of 
financial groups and reach higher financial levels with an increasingly 
important function as operators on the financial markets and exchange 
rates.

industrial “network” entities appear, characterized by the multipli-
cation of the minority participants and the linkage of many enter-
prises related to partner with an often highly unequal economic power. 
This evolution has had the effect of making the borders of production 
internationalization more related to important interference processes 
between profit and financial income. a part of the consequences of 
globalization is withdrawing surplus of other companies through the 
transfer of productive values for the benefit of the financial one with 
increments in income, indisadvantage of profits from direct invest-
ments capable of creating jobs.



Chapter twenty-three

the eCOnOMIeS’ CyCLICaL BehaVIOUr aFter wwII

How Do Crises of Underconsumption and Overproduction Arise?

Like other Marxist theoretical models, also capitalist overproduc-
tion of goods must be interpreted in terms of values and not merely  
of physical quantities of produced goods. The permanent struggle 
between rival capitals involves the development of competitive tech-
nologies that permit higher productivity, higher profits and greater 
production of goods. however, the goods, under capitalism, are pro-
duced only if they are sold in the market. They enable the closure of the 
cycle of capital (re) production, enhancement of the capital, the reali-
zation of exchange value. a commodity is not produced just because 
someone needs it (this identifies only the use value), but because 
someone who needs it, can buy it, and thus allows the realization of its 
intrinsic value.

On several occasions Marx, ahead of his own time, criticized these 
theories. The problem has no solution because the temporary increase 
in demand, supported by the State in various capacities and in different 
ways, moves in time, postponing overproduction and repeating it at a 
higher and sharper level. This is because the temporary valorization of 
commodities does not stabilize the market at determined production 
quotas (we should only imagine a stagnation). Instead it stimulates the 
productive sphere to produce more goods than before.

The crisis of overproduction cannot be eliminated because it is 
inherent to capitalist production, where capital always pushes beyond 
the latest (temporary) limit to increase itself. This means more com-
modities, more capital and the inability to close the cycle of capital (re) 
production positively.

Cycles and Economic Crises

Between 1945 and 1965 there were important changes in the interna-
tional economic position of the United States. These transformations 
were the result of three fundamental factors:
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1 actually, since 1964 the economy had contracted, but the heavy investment for 
the Vietnam war helped delaying the crisis that eventually occurred as a recession 
during 1966–67. For further analysis of this topic cf. Vasapollo, Casadio, petras, 
Veltmeyer (2004).

a. the economies ravaged by the war recovered, began to compete and 
to claim their space in the world economy;

b. the U.S. economy, since the economic crisis of 1969–1971, began to 
show clear signs of exhaustion of its accumulation model;

c. there was a new technological paradigm that differs from the mate-
rial base of the Fordist Keynesian cycle during the period after 
world war II.

Scholars of the capitalist cycle virtually disappeared from north 
american universities, and when the economy began a process of con-
traction in the late 1960s, in 1969, neoclassical bourgeois economists 
did not perceive it. The slowdown persisted in every case, and it cre-
ated unemployment and falling incomes for millions of people.

The experiences of the periods 1964–65 and 1966–67, during the 
Vietnam war, when military spending revived the rate of industrial 
growth impacting on Gnp, had deceived many people that the eco-
nomic crisis could be quickly overcome.

nevertheless, with the period that began in 1969, for the first time 
after world war II here was a fall of real economic indicators, not 
caused by war damage, accompanied by a rapid and continuous 
increase in prices, a phenomenon that lasted more than a year.

That is how, in the 1970s, the north-american economy’s cyclical 
course started. It had great importance and great impact on the world 
capitalist economy and in particular on the economy of the United 
States. we are referring to the 1969–1971 crisis, whose roots can be 
found back in the 1960s and that damaged the entire capitalist econ-
omy which, from then on, depended on the course of the U.S. economy 
reducing to dust the positive attitude that had prevailed in the aca-
demic and official circles of the north-american Government.1

The capitalist economy during the 1969–71 crisis began to change 
one of the aspects that characterized the dynamics of the cycles and 
crises of the postwar period. while Gnp was falling, prices rose and 
many developed capitalist economies synchronized their stages of the 
crisis. The cause of these phenomena should be looked for within the 
process of exhaustion of the processes of dynamization that had been 
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imposed by the Second world war on the world and the U.S. economy, 
since the war was the spark that started the recovery of world capital-
ism and of the United States as its main agent.

In the early 1970s, the Japanese and western-european economy 
had finished recovering, but despite that the U.S. economy had contin-
ued its headlong production rush which had been imposed by the 
supremacy obtained after the war.

But at the end of the 1970s the resources of dynamization, produced 
by the war, had been exhausted and it was not accidental that this phe-
nomenon had already shown, with particular strength, in the leading 
economy, confirming what Karl Marx had demonstrated and paul 
Samuelson in 1955 had reaffirmed:

For the democratic nations, the economic cycle represented a chal-
lenge: if we do not learn to control depression and success periods bet-
ter that we had done before wwII, the political structure of our society 
will be threatened. (translated from the Italian edition: Samuelson 
1955: 320–321).

The economic crisis of 1969–1971 occurred through the same 
dynamics of the controlled negative process, delayed by the economic 
policy of senior military personnel in the years between 1964 and 1967. 
During the 1969–1971 crisis, the economic contradictions caused by 
the exhaustion of factors that characterized the earlier crises started to 
show, those crises occurred since 1948 that were temporary economic 
falls, that is short crises that were not deep and experienced no infla-
tionary pressure.

a fundamental phenomenon, which started to be witnessed within 
the U.S. economy since the 1969–1971 crisis, was the contradiction 
between production and consumption: contradiction that worsened 
throughout the decade as a consequence of the negative effects infla-
tion was having on employees’ incomes (Samuelson 1955: 320–321).

It is not difficult to realize that, during the period analyzed, the real 
income or net income increased slightly less than 50% with respect to 
the index of productivity, and obviously this situation corresponds to 
large increases in the amount of surplus value. This did nothing but 
affect the shrinkage of the foundations of consumer goods mass mar-
ket, as it had already happened to the U.S. economy.

This situation worsened because of the inflationary process. There 
was a tendency to identify any increase in prices with inflation, but 
there have been periods when prices increased without inflation, as in 
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the case of seasonal increases and cyclical increases. But the continu-
ous increases in prices, from the second half of the 1970s on, were 
mostly inflationary. The great gap between the issue of money and the 
movement of goods and services was the main cause of the prices 
upward tendency, therefore it was right, back then, to talk about 
chronic inflation. Defining any increase in the price setting as inflation 
makes it easier to hide the true causes, and therefore also the deeper 
ones, for price increases, which is a common habit of many north 
american economists who are interested in providing a rather superfi-
cial analysis. Despite this, monetary inflation was not the only factor 
involved in prices increases during the 1970s and 1980s, just like it was 
not the only political instrument intended to create selective increases. 
There were also other factors that speeded up and supported the pro-
cess of price increases as well as contributing to monetary inflation, 
and that interacted with it, such as:

a. the growing process of monopolization of the north american 
economy;

b. the militarization of the economy that gave rise, in the 1950s, to the 
phenomenon of the so-called “military industrial complex”;

c. the economic policy of the bourgeois state, with its anti-cyclical 
policy, during the 1970s;

d. the fall of the dollar, devalued in 1971 and then declared inconvert-
ible in 1972;

e. the tendency of monopolies to self-compensate by means of dis-
counts of the supply, on the basis of the increases in prices;

Because of the crisis of 1969–1971, inflation grew as it had never done 
before, and continued to rise during the crisis of 1974–1975. This led 
the phenomenon of inflation to a blind alley. It was not only a money-
related issue; there is another phenomenon that can help to under-
stand the meaning inflation had during that period.

In addition to the contemporary decline in production and the 
increased prices, which created the so-called phenomenon of “stagfla-
tion,” the path to some special dynamics between higher prices and 
lower ones, had been cleared. Since 1974, the weight of price increases 
went from being on businesses shoulders to consumers. This phenom-
enon occurred when the ghost of recession and rising unemployment 
caused a rise in selling prices, especially in the monopolist field, in 
order to compensate in terms of received income, the net reduction of 
quantities sold.
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The International Character of the Capitalist Cycle during the 1970s 
and Early 1980s

The situation that the U.S. economy went through from the 1970s until 
the 1980s, cannot be fully understood unless we consider the relation-
ship between the economic crisis that took place in the United States 
and the global crisis, in which the processes of economic capitalist 
internationalization played an important role, processes that were 
defined as “mechanisms of cyclical transmission”. a special way in 
which the “interdependence” between the system’s economies can be 
experienced, but clearly within the phenomena of asymmetry that 
characterize it.

The development of the internationalization of capitalist relations 
was determined by a number of phenomena that do nothing but define 
the internationalization of the cycle of world capital the same way as 
Marx did in his Book II of Capital. according to Marx, industrial capi-
tal is nothing but the unity and interrelation of the three cycles: money, 
commodities, production. By analyzing from an historical perspective 
both the cycle and the market relations, that is the exchange of goods, 
those who first develop are the monetary relations, though more slowly 
than the productive ones that improve thanks to the rise of corpora-
tions since they work on production in different countries as if they 
were components of the same production unit.

So the capitalist economy, as it started to work since the end of the 
Second world war, becomes industrial capital at an international level. 
as Marx says, “in its continuity the effective cycle of industrial capital 
is not made up of the unit of the process of production and circula-
tion, but, without exception, of the union of the three cycles: money 
capital, productive capital and capital goods” (translated from the 
Italian edition: Marx 1978, Book II: 92). Financial capital, as a simple 
interrelation between the industrial capital and the banking one, is a 
phenomenon that existed before the twentieth century. Corporations 
themselves are a phenomenon prior to the development of imperialist 
capitalism.

In the analysis carried out so far, a phenomenon that is relevant  
in order to understand the current nature of the capitalist cycle 
needs to be succinctly discussed. along with the development of the 
internationalization of capital and production, at an international level 
and as a result of the same process, emerges after the Second world 
war what has been called a “mechanisms of cyclic transmission” or 
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“transnationalized cycle,” and reaches high levels from the beginning 
of the 1970s on. These are the mechanisms that serve as a base and 
springboard for the transformation of the capitalist cycle: something 
that goes beyond the possible impacts that give rise to a simple inter-
relationship of national capitalists cycles through the world market, 
creating the phenomenon of the formation of a “transnational, com-
manded cycle” within the more general tendency of the formation of a 
“global industrial cycle”.

The cycle synchronization at the stage of crisis between the various 
capitalist economies manifested itself since it was influenced by a set of 
“mechanisms of transmission”. among the most important of these 
were foreign trade, export of capital, corporations, the development of 
the arms trade, banking, monetary and financial relationships could be 
mentioned.

These factors’ actions explain both the cyclic synchronization with 
the stages of the crisis that characterized the years 1974–75, and the 
successive tendency of all the major capitalist economies, for the 
remaining years of the 1970s, identified by a slow, asymmetric recov-
ery process and with high levels of unemployment and inflation, until 
1980, when there occurred a new crisis.

The Role of Foreign Trade in the Transmission of the Cycles

The importance and dynamism of this factor as cyclical impulse trans-
mitter within the capitalist economy rose during the 1970s, despite the 
increase in protectionism in the period of the crisis. Only in the first 
quarter of 1978 there was a decrease in imports.

The participation of the U.S. in world trade declined, as the table in 
the following page shows.

although the importance of the United States was still significant, 
its participation to exports, at the end of world war II, decreased in 
the late 1970s.

It is clear that the powers that had suffered the ravages of war, except 
for France, did not benefit from a significant improvement, especially 
england that witnessed a period of decline, while Germany and Japan 
took on important positions. It is to be noted, however, a much more 
even participation to trade.

The downside for the U.S. is that the decrease of their share of par-
ticipation in the world trade exports may be offset in part by the fact 
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that the other competitors are more dependent on their foreign trade 
than americans are, as far as economic growth is concerned, a kind of 
trade that the U.S. is able to affect much more than the rest of the devel-
oped capitalist countries. This is even truer, if one considers that the 
dependence of these countries from foreign sources of energy (primar-
ily oil) is much higher than that of the United States, since they have 
the world’s largest real market: all this becomes a powerful tool of 
negotiation of the economic aspect of US foreign policy. Furthermore, 
it should be borne in mind that since the United States represent a big 
market, often the most important as the major capitalist countries are 
concerned, the U.S. economic cycle, through foreign trade, continu-
ously affects the cyclical movement of the rest of the economies.

Dependence on Raw Materials, Monetary-Financial Relationship and 
the Transmission of the Cycle

It is important to highlight the phenomenon of dependence on raw 
materials of developed capitalist countries with respect to the develop-
ing ones. In the early 1970s, the dependence of the United States was 
much less serious than that of the rest of the imperialist powers. But 
this situation, that instead of being solved was becoming deeper, 
affected also U.S. foreign policy, which was trying to keep under con-
trol the main producing countries.

The point is that there is north american control over a set of stra-
tegic products, which other powers cannot give up on, in order to keep 
their competitive position at the international level.

This is an important “weapon” the United States can use in order to 
influence both the policy and the economy of imperialist powers. This 
is an issue that occupies a special place when it comes to U.S. foreign 
policy, and has always been a major point of friction between the 
United States and its partners and competitors.

The privileged position of the United States within the world trade 
of the period is not to be questioned, even if other countries such as 
west Germany and especially Japan are strong competitors, especially 
in the case of Japan, that had managed to penetrate deeply into the U.S. 
market.

The phenomenon of the transmission cycle of the north american 
economy towards the world economy was a direct consequence of the 
situation in which the capitalist world system and the north-american 
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economy in particular, were in at the end of the Second world war. 
This situation can be schematically summarized as follows:

a. During the war, the U.S. has been the main supplier of euro-
pean capitalist countries, devastated by war, and its industrial, com-
mercial and financial potential did not suffer, on the contrary it 
increased;

b. the United States, at the end of the war, counted on their reserves of 
gold, the largest in the capitalist world;

c. the United States invaded the world market with their products. 
One had to have dollars to buy many kinds of goods and the U.S. 
currency began to be considered on the basis of the value of gold 
itself, affirming itself as a reserve currency;

d. the system named after Bretton woods outlined, at the  international 
level, U.S. control over the monetary-financial capitalist movement;

e. even if the monetary-financial system that emerged had to be 
directed by a “basket of currencies,” in which the dollar had to be a 
currency like the others, in practice, the circumstances related to 
military-political dominance made it possible for the dollar to 
occupy a central position, compared to that of all other currencies.

It is on the basis of the precedents that have just been mentioned, that 
it is possible to understand what happened to the capitalist monetary 
system. The emerging monetary system, after all, represented a step 
forward towards the organization of the capitalist world’s finances, 
since an organization (that did not exist until then) had been  established 
under the exclusive control of the United States. In fact this system was 
linked from the beginning to fluctuations of the U.S. economy.

For this reason, the system named after Bretton woods influenced 
the rest of the capitalist economies, causing the following problems:

a. The difficulties that the United States’ balance of payments had to 
face, from its trade imbalances to the financing of military adven-
tures, to which they took part after the Second world war, coun-
tries like Korea, Vietnam, africa, and other events that had a 
decisive influence on global finance;

b. the inflation process, that the U.S. economy experienced during  
the 1970s, had a major influence on the rest of the capitalists  
economies;

c. the policy directed by the United States, through the IMF and the 
world Bank, aimed primarily at preserving the dollar as an instru-
ment of the absolute process of expansion of U.S. financial capital, 
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2 This is something so important that the so-called “threat of communism,” became, 
after world war II, the factor of articulation of the United States’ foreign policy. The 
same thing is happening, nowadays, with the embargo, or better the total bloc and 
continuous acts of sabotage against Cuba, guilty of perpetrating a process of socialist 
self-determination.

it had a great influence especially in 1971, when the dollar was 
devalued and when, in 1972, its inconvertibility was declared, ques-
tioning the monetary system itself that had been named after Bret-
ton woods in 1944.

Since the beginning of the twentieth century, on the basis of the domi-
nance of monopolies, a relevant growth and development of export 
capital occurred. During the First world war there already was an 
export of capital that amounted approximately to 46 billion dollars, 
with obvious advantages for France and Great Britain. Before the 
Second world war, the main imperialist powers retained an average 
export of capital of about 47 billion dollars. nevertheless, during the 
postwar period, 1945–1970, the amount of exported capital took an 
important step forward.

after world war II, the superiority of the U.S. in the process of 
exporting capital was clear, since it handled more than 50% of export. 
Between the First and world war II, the United States overdid england 
in the field of capitalist world economy. Since then, the U.S. is a capital-
ist model and tries to represent the world of the 20th Century, the same 
way england did in the 19th Century.

The rest of the developed capitalist powers, despite being backed by 
their strong economic and industrial potentates, assumed that a major 
part of their future was tied to that of the United States, for some rea-
sons that are still valid and that, schematically, are as follows:

a. The imperialist powers, especially from a strategic point of view, 
estimate that their chances of expansion and survival depend on 
the United States’ foreign policy, on its dominance, on the control 
they hold on Third world countries and on the U.S.’ military pres-
ence in europe and other parts of the world, although today there is 
no justification with respect to the “threat of communism,” as it was 
held during the 1970s and 1980s;2

b. the large monopolies of the other imperialist powers receive  benefits 
in terms of military applications, markets, investment  opportunities 
and other privileges, in countries controlled by the United States;
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3 This does not mean that competition, on this level, does not even exist. The eU 
works on its arms industries helped by north-american corporations, in order to 
directly assume supplies for its defence.

c. while competing for the military markets, the other imperialist 
powers were not able to dispute with the U.S. for the strategic mili-
tary position it holds worldwide, rather preferring to accept their 
position as second class powers.3

During the 1970s, there were two more phenomena that played a sig-
nificant role in the process of internationalization of the U.S. economic 
cycle and in the trans-nationalization of their cyclical difficulties. These 
phenomena were the export of capital and transnational companies: 
two sectors of the capitalist world economy’s dynamics on which the 
U.S. had a great control even after the Second world war, a control it 
is still keeping.

The Economic Cycle of the 1980s, Macroeconomic Policy and  
New Technological Paradigms

The years 1974–75 and 1981–84 have been extremely important for the 
economy and for U.S. society in general. The U.S. has suffered the larg-
est economic crisis since the Second world war, coinciding with, and 
resulting from, a process of accumulation which began to develop at 
the end of the post-war period, emphasizing the crisis of the model of 
accumulation and of the economic Keynesian policy, that had been 
turned inoperative by “stagflation”. Thanks to ronald reagan’s admin-
istration, since 1981, the restructuring of economic policy began. The 
theoretical estimates were concretized into the rapid and sustained 
reduction in inflation reducing unemployment and the drastic decrease 
in the fiscal deficit.

The logic of economic policy would have been addressed towards a 
policy of monetary tightening that implied a decrease in inflationary 
pressure and to a tax policy that would encourage an increase in sup-
ply, i.e. a combination of “Monetary orthodoxy” and “supply recom-
mendations,” taking into account that this sick cycle would have led to 
a dynamic, sustained process that would have broken the chain char-
acterized by the combination between stagnation and inflation.

The U.S. economy, in particular, was moving to a new technological 
paradigm, in which the economic policy’s aim had to be the direct 
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stimulus to “effective demand” no more. all this happened because 
there was a gradual passage from the Fordist-Keynesian cycle, based 
on the paradigm of the technological metal-mechanics-automotive-
petrochemical industries, to a cycle called post-Fordist, which has its 
technological, dominant foundations on the electronic-information 
paradigm.

There is no doubt that the U.S. economy is currently dealing with a 
new, dominant, technological paradigm which is different from the 
one that served as the basis for the Fordist-Keynesian cycle and that 
the economy had permanently left behind.

The current challenges that the U.S. economy is facing are not deter-
mined by the growth of the GDp. This can be clearly noted thanks to 
the rates of growth achieved since 2002 but especially since 2004.

The U.S. economy continued to grow between 2003 and 2007, 
although with a tendency to stagnate and in some cases to recede.

Despite this, the greatest difficulties do not derive from the fall of 
GDp, but from other factors that, which not having been solved, will 
keep on having a great impact on economic growth over the subse-
quent periods.

In this scenario characterized by a deep and unending international 
crisis of capital, the stand-off between europe and the U.S. plays a rel-
evant role and is a competition that aims at assigning the domain of 
eurasia with geopolitical and geo-economic features implemented 
mainly through the location of Foreign Direct Investments.

During the last decade of the 20th Century and early in the 21st, the 
political and economic changes that characterized the international 
context also affected the european capitalist structure, in particular  
as far as the foreign political and economic relations are concerned.  
In the period following the birth of the eU, a fierce economic strug-
gle between the U.S. and eU was witnessed, a struggle for the control 
over the former socialist countries of Central and eastern europe and 
especially over those countries that belong to the asian area of the for-
mer Soviet Union which are all considered to be of significant strategic 
interest for the world’s political and economic dominance.

right after the institution of the european currency, fearing that it 
could strengthen the markets and become an internationally recog-
nized reserve currency, the United States started their attack, drawing 
huge amounts of european capital through the high U.S. interest rates 
and through the hypertrophy/growth of a kind of economy financed 
by money coming from europe.
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while europe, on the one hand, chose restrictive monetary policy in 
order to meet the financial criteria of the Maastricht treaty, which 
caused unemployment and increased social problems, on the other 
side it is too weak and fragmented in terms of policy to adequately 
oppose the superpower of the United States. In addition to this, the 
monetary policy imposed by the european Central Bank tends to con-
firm restrictive constraints to various governments, in order to exploit 
the favorable economic situation, to restore public budgets and to 
reduce the debt without any expansive intervention in the economy in 
terms of employment.

europe is actually aiming at a continuous competition with the 
growth of the U.S., which focuses on prices stability, stimulating the 
growth of a kind of economy whose features are the easy, high-value 
exchange of services, especially in terms of finance, strengthening the 
processes of financialization and imposing structural reforms that 
point to the liberalization (i.e. privatization) of the social benefits and 
the removal of any form of labour market rigidities, i.e. flexibility and 
job insecurity, enlarged to its utmost.



1 The subjective-planning side of globalization is emphasized by authors such as 
Hirst and Thompson (1997), who do not recognize it as the destiny of humanity and 
an irreversible process. Important references, for our work are still Casadio, Petras, 
Vasapollo (2003); Vasapollo, Casadio, Petras, Veltmeyer (2004); Vasapollo, Jaffe, 
Galarza (2005); Arriola, Vasapollo (2004).

CHAPter twenty-Four

An AtteMPt to oVerCoMe tHe StruCturAL AnD 
SySteMAtIC CrISIS: tHe SoLutIon IS A rADICAL 

ALternAtIVe

Some Considerations and Interpretations of Neoliberal Globalization1

In the field of international economic relations, Marxist scholars  
had very little to add: just some indications that keep pace with the 
international development of capital, Lenin’s fundamental analysis  
of the imperialist era, followed by Baran and Sweezy, and elements of 
an incomplete construction developed by emmanuel and Palloix. 
other current factors to be considered are the theory of mercantile and 
international, financial trade, the one on global monetary areas and 
the analytical elements of a theory of foreign trade which, however 
contextual to their time could already be found in the works written by 
classic authors.

According to what has been argued so far and taking into considera-
tion the consequences and the political environment of the ongoing 
process of neoliberal globalization, it can be asserted that, during the 
1970s and 1980s, as a response to the process of structural capitalist 
crisis which was a significant part of the display of the exhaustion of 
the capitalist model of accumulation that was established with the 
post-war period, a phenomenon of economic restructuring in the 
heart of capitalism started.

This process is essentially characterized by the tendency to substi-
tute and consolidate the form of technological production, mecha-
nized through automation, combined with a process of renewal of the 
economic mechanism, given the obsolescence of the old Keynesian 
“recipes” for granting the economic regulation through the State’s  
role as a regulator. In addition to this, there is an intense process of 
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2 About the issue Cf. in particolar Petras, Veltmeyer (2002).

financialization of the economy, that aims at income rather than prof-
its, and productive investments based on technological progress and 
new objective conditions of development of some productive forces, 
essentially related to the primacy of electronics, informatics, robotics, 
new materials and biotechnology, among others scientific conquests.2

As repeatedly stated, the process of transformation that affected inter-
national markets experienced, among its most direct consequences 
over the last few years, also a fundamental change in how the produc-
tion process works. Smaller companies had to combine with each other 
in order to allow the change from local for global (i.e. domestic  products 
and production, international markets), to global for global (i.e. multi-
local products and production, global markets).

That is how the “virtual enterprise systems” emerged as systems that 
can temporarily operate as if they were a single company. we witness 
the creation of some integrated networks on different levels along the 
same chain of businesses, consisting of interactive cores divided into 
groups and subgroups, that affect certain infrastructures (informa-
tion  systems, management systems, values) and are able to respond 
creatively to the continuous change of scenery and market. This type of 
network, where information rather than material goods move, is 
defined “Halo System”.

It must then be considered that the high level of technological  
and scientific knowledge makes it vital for a close link between each 
companies’ sector of each country, to exist. The development of media 
and transport, by nullifying the distances between different countries, 
makes it possible for businesses to consider the international market as 
a whole, starting a fierce international competition. It is easy to under-
stand that, for the capitalist enterprise, competing in a global system, 
means bearing very high fixed costs, and having to find ways to com-
pensate, since the variable costs have no strategic value, especially if, to 
a fierce international competition, one adds elements such as the 
remarkable transformation of production processes, which lead to the 
need to move from a production based on a high use of labour (labour-
intensive) to an industrial model based on material capital (i.e. plant 
and equipment, capital-intensive) and a high increase in costs addressed 
to intangible capital, such as information, research and development.  
It is then necessary to have international partners that can contribute 
to the compensation of fixed costs and with which to define possible 
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strategies that allow a maximization of the profitability of the company 
through the compression of direct and indirect labour costs and the 
reduction of taxation and tax records.

Driven by the new demands of the valorization of capital, these  
phenomena, undertaken by corporations, have reached international 
dimensions and have grown intertwined with many others within the 
process of the globalization of capital with its related restructuring of 
international economic relations and the process of conformation of a 
new international division of capitalist labour.

The actual content of globalization does not depend on the free 
movement of people, or the free exchange between cultures, or the glo-
balization of exchanges, but only on the operations of capital, both in 
the form of production and finance.

At the roots of the growth of the financial field there are flows 
towards this sector of fractions of wealth that have arisen within  
production and that prior to transfer in different forms and in differ-
ent  countries into the world of finance took the form of wages and  
salaries, or of earnings of labour. These flows are at the source of per-
verse mechanisms of accumulation, within which the hunt for national 
economies aims at the domination of financial capital and belongs to 
the relationship of international competition between geo-economic 
poles, mediated by trade-offs within the supranational organizations of 
financial capital.

The neoliberal globalization of the markets, as it has been suggested 
before in the text, is a characterizing feature of the last few decades. 
Political, economic and cultural institutions have to face, every day, 
this phenomenon that is causing a disintegration of cultures, of pur-
poses and national economies, also because it has taken on the form of 
global post-Fordist competition of the era of flexible accumulation.

even from the perspective of capitalist development there are sev-
eral legal, social and economic problems related to this phenomenon. 
First, there is no effective control over the functioning of financial 
markets, since traders may decide to move large sums of money from 
one part of the world to another, which means, in a context of deregu-
lation, acting solely in accordance to their needs for profit without any 
political control or monetary authorities’ instruments of intervention.

There are also devastating effects on the model and the production 
cycle since there is growing demand for skilled resources with a high 
level of immateriality and flexibility. The weakest stages of the cycle at 
a low added value are excluded, outsourced, relocated abroad in search 
of skilled, low-wage, unregulated labour.
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3 what makes someone a worker or a non-worker are the functions performed 
within the productive process: that is whether it performs a function of collective 
worker or that of capital. The plurality of cohabiting functions, for example of collec-
tive work and capital, determines what Carchedi (1977) defines the “new middle 
classes”.

The disappearance of the manual worker (which is still to be proven) 
in fully developed countries does not imply the disappearance of pro-
ductive work, let alone of the working class (which is composed of pro-
ductive and unproductive employees).3 Labour persists. It just changes 
form (barely) and keeps on being exploited within the same capitalist 
production.

The great methodological critique that should be applied to the  
theory of the end of labourism consists in not accounting for the 
world-economy (a single, integrated MPC), but in reading phenome-
nally (not even attentively, since the reading is limited) only some of 
the tendencies inherent to fully developed capitalist countries. The 
economy has been global for centuries and even though there has been 
a lot of talking about globalization, economists of the “end of labour-
ism” theory de-globalize their analysis for no reason and narrow their 
minds to their weak, postmodern thinking.

A discourse on capitalist restructuring and on new forms of control 
of capital over labour, is inconceivable without a correct global insight 
on the phenomenon. The division of labour is, now more than ever, 
international division of labour.

while the Ford-taylorist model (or part of it) was exported to the 
suburbs, the toyota Production System (tPS), in all its varieties, 
spread all over those fully developed capitalist countries (but also in 
the most advanced developing countries) and yet both strategies keep 
on co-existing in fully developed capitalist countries.

Globalization as an Objective Process

The genesis of globalization lies in capital’s international leaning. to 
think of it simply as a new phenomenon, with no explicit reference  
to the internationalization of capital, in imperialism’s current configu-
ration as global competition, would mean ignoring the dialectic of the 
economic laws of the system as the correlation between the  development 
of the internationalizing essence and the dynamics of its forms of 
manifestation.
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The internationalization of capital had to enter, primarily, the  
field of circulation, a phenomenon that is typical of pre-monopolist 
capitalism and had to penetrate, later on, into the field of imperialist 
production. The genesis of the manifestation of capital’s essence of 
internationalization is dialectically linked to the genesis of the mani-
festation of the international projection of the laws of uneven eco-
nomic and political, capitalist development (translated from the 
Italian: Marx 1976, Book I: 505).

This phenomenon is very important from a theoretical, methodo-
logical and political point of view, since the laws of internationaliza-
tion and the uneven economic and political capitalist development are 
laws that express an opposed action: the internationalizing force tends 
to equality and the law of uneven economic and political development 
generates forces that tend to vary, although both effects can not be 
assessed individually.

The main phenomena that make it possible to concretely base the 
current formation of a new stage of capitalist globalization and presup-
pose new forms of manifestation of the essence of the phenomenon of 
internationalization are, for example:

a. The growing international economic interdependence;
b. the internationalization of the cycle of productive capital, expressed 

through the segmentation of production in different places all over 
the planet, just-in-time production and level of goods and capital’s 
international mobility; and

c. standardization, which means homogeneity of goods and demand; 
common system of weights and measures; technological diffusion 
in the context of capitalism, called post-Fordist or of western tPS, 
characterized by a continuous, quick manufacturing, flexible auto-
mation, rapid spread or immediate transmission of large amounts 
of data over long distances through companies’ networks, internet, 
decreased coefficient of capital per unit of product, etc.

3. on the macroeconomic level, the main phenomena of the current 
capitalist globalization stage can be summarized in an intense restruc-
turing of the international economic space, in terms of:

a. Financial disintermediation, the process of restructuring financial 
institutions and international trade;

b. the full development of the world market, together with the inter-
nationalization of supply and of competition among producers; 
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4 Cf. for example Casadio, Petras, Vasapollo (2003); Vasapollo, Casadio, Petras, 
Veltmeyer (2004).

internationalization of demand in many sectors related to invest-
ments in advertising and in market at an international level;

c. the structuring of a new international capitalist division of labour, 
that corresponds to the needs of the passage to the automated, tech-
nological form of production;

d. high level of concentration of international financial capital condi-
tioned by the completion of the internationalization of the cycle  
of its functional parts and emphasizing, at this stage, the interna-
tionalization of the monetary-financial capital cycle and of its form 
of existence sui generis: the fictitious capital as a joining of the 
resources of intangible, immaterial capital;

e. strong tendency to the formation of economic blocs, of integration 
processes that characterize this stage as a part of the new phase of 
internationalization, which responds to the contradictions and the 
needs of the enhancement of capital, within a context in which the 
interpenetration of economies combines with the new models of 
efficiency and competitiveness. In such context, the economic poli-
cies of self-regulation mechanisms are not enough and, therefore, 
there is the need to improve the economies’ chances to succeed 
through a regional, local vision, recurring to the complementary 
processes associated to these mechanisms.

Globalization as a Subjective Phenomenon: The Political Project of 
Neoliberal Globalization turns into Global Competition

The concept of globalization, which has been identified in our works  
as global competition,4 proves once again to have little heuristic value, 
if not to be just mystifying, in the event that one keeps in mind the 
development of international trade throughout the world. It is more 
and more concentrated, at least relatively, within the opposing geo- 
economic-political, imperialist poles in their respective areas of influ-
ence (South-America for the u.S., euro-Mediterranean and “eurasia” 
for the eu, the coastal areas of China for Japan, all of Asia for China 
itself) (Martufi, Vasapollo 2000a). The struggles for trade are now com-
monplace. In the last few years they resulted into a considerable num-
ber of indirect wars (former yugoslavia, Afghanistan, Iraq) between 
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the u.S. and the european pole. The (supra) national States play, in this 
deeply political dialectic, a key role.

The role of political geo-economy is becoming important: direct 
access to energetic resources and to raw materials grants the autonomy 
related to other imperialist poles. Geo-economic policies are often dic-
tated by the need to “weaken the opponent”(Lenin 2001: 109) rather 
than the need to supply directly energetic resources and raw materials 
or to open new markets (see the Iraqi war led against eu and China’s 
aims in the area, in order to take possession of the supply of oil that is 
now being used by the Americans).

within this framework of generalized competition between imperi-
alist poles, there is a matter that has to be considered, a matter that  
has not been analyzed thoroughly so far, that is the “currency areas” 
(for example, Dollar, euro, yen, yuan, Islamic banking). The global 
monetary dominance grants what some call the “seigniorage” (which 
ultimately results in a transfer of w, surplus value, into one’s “cash 
boxes”) and the huge collection of capital from all over the world, in 
one’s own geo-political-monetary space: it is enlightening, in this 
regard, the constant struggle between Dollar and euro and the various 
attempts of u.S. establishment to sabotage the euro project, sometimes 
through real threats.

As a result of the frequent outbreak of wars (promoted by the 
“western front,” especially the u.S.) during the “long decade” of the 
1990s, but especially as a result of the belligerent acceleration started 
after 9/11, people began to talk about imperialism again, were they 
powerful politicians or common people. Globalization is supposed to 
be facing a crisis, or there is, anyway, the need to support it through 
some “imperial policies,” which, due to an anti-globalization, universal 
competitor, should pave, by force, the way to the construction of new 
Democratic States (nation Building) pro-west, granting free move-
ment of goods, capital and western finance (within a framework of 
pax imperialis, that can create the conditions for a new globalization). 
Imperialism thus assumes a “violent” connotation, no longer socioeco-
nomic. It all comes down to a military policy, which the west uses to 
defend itself against the enemy.

But the military dimension is the armed hand of the economic con-
tradictions of imperialism: it is sufficient to take a look at the scenario 
that develops along with the global macroeconomic framework of the 
1990s, characterized, at the same time, by very low GDP growth rates 
(including countries like Japan, that have played a leading role with 
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respect to the rest of the world’s economies); by an unstable global eco-
nomic situation, interspersed with monetary and financial slow move-
ments, by increases in investments, particularly financial ones, that go 
along with the growth of mass unemployment and its technological 
and structural nature, together with the containment of real wages, 
with flexibility, job precariousness and medieval working conditions in 
many countries where labour is exploited.

This is how the worsening of inequalities of income and living  
conditions within the large economic capitalist blocs is determined. 
This situation goes along with the marginalization of entire regions of 
the world trading system and a more and more intense international 
competition. As a consequence to such a major structural crisis, impe-
rialism plays its role as a warmonger (Iraq, Balkans, Afghanistan, Iraq 
again, the Middle east, etc.).

The competition between europe and the u.S., whose goal is to 
dominate eurasia, arises in a much stronger and more decisive way, 
characterized by geopolitical and geo-economic features, achieved 
with the collabouration of the FDI (foreign direct investment), or with 
an intervention in terms of financial globalization. In the case of such 
an intervention, through the exploitation of the productive foreign 
investment, rents, profits can be recycled in western areas fostering 
forms of financial speculation that makes it easy to earn money and to 
“strangle” the weakest economies or those that present an average level 
of development, in order to favour financial institutions, particularly 
non-banking ones on which the growth of large economic blocs 
depends.

These elements must be interpreted as the presupposition of matu-
rity of a major new global regime of accumulation, a flexible accumu-
lation, whose functioning is subject to priorities of private, financial, 
and highly concentrated capital in which the eu is trying to play a 
relevant role and in open competition with the u.S.

The Proof that Global Competition is the Current Stage of Imperialism

First, it is important to reiterate the need to distinguish, as already 
mentioned between globalization as an objective process and its  
conversion into a political project, which is a subjective phenomenon: 
the neoliberal globalizing and universal discourse. Strictly speaking, 
“economic globalization” refers to the process of forming a global  
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economic system. But if globalization exists as a new trend in the  
economic process, it cannot be said that the economy is a totally  
globalized reality or that it is subjected to trends that aim at its 
globalization.

The economy, in a nutshell, is a structure of structures in which eco-
nomic operators, production systems and exchange systems agree. The 
key economic operators and workers are, at the same time, consumers. 
The structure of production companies and distribution facilities are 
essentially those resulting from the existence of a regulated market, i.e. 
a market where everything has a price and there is a price for every-
thing, so a unit of measure is needed. Modern economies are monetary 
economies, therefore, and are determined by a global planning which 
requires the existence of entrepreneurs and a global labour-force, 
global prices and a global currency, things that do not exist or are “in 
progress … but still do not exist”.

The expression “economic globalization,” as a structure, refers to the 
existence of a global market, in which free financial capital (money, 
international loans and credits, foreign investment), trade capital 
(goods and services) and production capital (through segmentation of 
production processes and relocation in various countries, the aim is to 
maximize revenues and reduce costs by using raw materials and cheap 
labour) circulate.

The problem of how capitalism becomes a way of production and 
universalizes, is important in order to understand how it needs a 
higher level of development of productive forces to exist. Despite this, 
it contradicts the development of productive forces, since it does not 
generalize it. on the contrary, it keeps the differentiation of the levels 
of development since it needs it as it is nourished by it. This is the rea-
son why the law of uneven economic and political development of 
capitalism is a real law.

A second aspect refers to the form of functioning of the capitalist 
economy, i.e. the “cyclical” nature of capitalist production. This phe-
nomenon needs to be explained through Marx, in particular his book 
II of Capital, when the author defines the law that rules capitalist  
production, presenting it, starting from commodities. Because of  
the well-known historical events, Marx could finish only book I of 
Capital, published in 1867 and left to engels the task of completing the 
other books of the work in three volumes, published in 1885, two years 
after Marx’s death, and then in 1894, shortly before engels’ death. 
Some researchers suggest that perhaps engels changed some things in 
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comparison to Marx’s thought, but that he was, essentially, very 
respectful of Marx’s analysis, unraveling it as nobody could have done. 
In no other of Marx’s work, his methodology is so coherently exposed 
as in Capital and in Theories of Surplus value, the fourth book. So there 
is not even the slightest doubt about the fact that if one needs to carry 
on a further analysis of the problem of globalization, the essential 
starting point is the study of the circulation of capital, but not because 
globalization is, in its essence, a phenomenon of circulation, but rather 
because the movement of capital, through the study of the cycle, is 
what allows one to see in its dynamics the process that facilitates the 
understanding of the phenomenon.

Capitalism is generalized on the basis of the birth of two separated 
markets, one of the means of production and the other one of the 
labour force. This is based on the separation of the producer from his 
means and conditions in this process. This highlights the dual nature 
of all economic categories that Marx handles and that distanced him 
from the consideration of the fact that capitalism was eternal, the last 
and ultimate form of social production, as the classics Petty, Smith and 
ricardo thought. The labour force, as a set of physical and intellectual 
skills, that Men have in order to exercise the function of labour, that is 
the transformation of nature appropriate to its needs, has always 
existed, but only thanks to capitalism becomes a commodity, as every 
product, created or not, through market methods.

The phenomena that occur in the process of the so-called “original 
accumulation” are those that historically give rise to the social condi-
tions of the capitalist production system. This happens only after the 
birth of capitalism and not before it. A scattered social knowledge 
existed long before capitalism did, but only it makes the existence of 
the social sciences as a coherent and complete body of knowledge pos-
sible, through the universality of its laws.

As a consequence of the development of the world market and the 
rise of international monopolies this kind of phenomenon finally 
comes out of the national borders and becomes universal, subjecting 
the rest of movements within a global economic context. This process, 
which is the same in every capitalist country, becomes international on 
the basis of the trade of commodities.

The increase in relative surplus of capital in developed capitalist 
countries, which results from the concentration and centralization of 
capital and production, unites this process with the export of capital, 
establishing stronger economic relations between all regions of the 
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world, in a single global market, the debtor is entwined more tightly to 
the creditor than the seller is to the buyer. This is how the dominance 
of international monopolies is set and this process at a global level 
speeds up. Also a development of productive forces that allows up to 
unexpected limits, an increase in the trade of goods, the flow of capital 
and the formation of new areas of production, trade, technology, etc., 
which had already begun to open up when corporations appeared. The 
State and its role in economy accelerate this process.

This is a process that takes place on the basis of technological, trad-
ing and financial dominance, of a set of main capitalist powers which 
still continue to dominate. The only exception to this is Japan which 
became part of this set only after its economic recovery from the 
Second world war.

The current stage of global competition, that is what has been com-
monly defined as the so-called phenomenon of globalization, which is 
also to be defined as neoliberal, should be primarily seen as the logical 
outcome of the process of internationalization of capital and produc-
tion. Therefore it is an objective phenomenon that does not depend on 
the fact that it is presented as a transnational, hegemonic oligarchy, 
that aims at the restructuring of capitalism on a global scale and aims 
at the “modernization” of the neo-colonial system which was inaugu-
rated after the Second world war in order to recover from a structural 
crisis of accumulation that characterizes international capitalism at 
least since the mid 1970s. Hence one can say that the cycle of social 
capital is being achieved on a more global scale, albeit through the 
cycle of capital money, of production capital or capital goods.

The internationalization of space in which these processes are car-
ried out is a relatively new phenomenon, especially as far as the cycle 
of capital money and the cycle of capital-production is concerned, that 
before, were confined to a more or less narrow space. Capital goods has 
established and highlighted, since the origins of capitalism, a cycle that 
developed in the international area, and that imposed the ways of work-
ing and of competition in trade and cash flows, which deeply affected 
the world, undermining the concepts of independence and sover-
eignty, as a reaction to bond and integration in order to be stronger 
and without reacting, involuntarily, to the domain and control.

Precisely, the complexity of this process lies in the fact that noth-
ing about it is voluntary since it occurs under the dominance of the 
international monopolies, of corporations, and of a set of imperialist  
powers, led by the united States.



320 chapter twenty-four

5 note that the IMF’s Balance of Payments Manual defines as “direct” the invest-
ment made to acquire an “effective entry” (or lasting interest) in an enterprise (direct 
investment enterprise) that operates in a country other than the one where the inves-
tor resides. Direct investments take on three main forms: acquisition of shares or 
other, to the outside business equity (equity), reinvestment of the non-distributed 
earnings by foreign enterprises, injection of other non-equity capital (intercompany 
loans). The IMF includes within the group of the direct investment enterprises, only 
those companies of which the investor acquires at least 10% of the ordinary shares or 
voting power, though acknowledging the possibility of using additional criteria, 
required to identify whether there is or not a lasting interest between the investor  
and the foreign counterpart. The direct investment enterprises are further divided  
into Associates (consolidated companies which the investor holds up to 49%), subsidi-
aries (subsidiaries, 50% or more) and branches (branches, 100%). Cf. Banca d’Italia 

It is not possible to analyze the phenomenon of global competi-
tion  without considering the problems of the ongoing scientific- 
technical revolution, which is essentially a restructuring of capital-
ism  that branch es off to peripheral areas through “mechanisms of 
transmission”. This is a separate branch as the absorption capacity and 
the competition that are not beneficial to the periphery at all. These 
mechanisms of transmission are the export of goods, investments, 
finance and policies directed by the developed capitalist countries 
mainly through their corporations. This way also drugs, environment, 
intellectual property etc., are controlled.

on the other hand, the Keynesian policies are obsolete to try and 
recover from the structural crisis and the parameters of economic  
policy change. The productive forces quantitatively modify,  adapting 
them selves in order to reach the supremacy of electronics, information 
and all processes that expand the physical and intellectual skills of man 
to unexpected levels in the labour-process. The productive forces are 
supported by biotechnology, by synthetic raw materials, by new mate-
rials, etc. Corporations are means or agents of this process and they 
hold control and supremacy of international business institutions and 
also supercontrol of coordinating bodies such as: G-7 (G-8 now for-
mally up to the G-20), the oeCD, and even military institutions, such 
as nAto, etc.

In recent years a series of events of a political and economic nature 
at the international scale changed the structures of the world market 
through significant alterations in the relations of global competition, 
that materialized from the analytical point of view of the economic-
productive instrumentation, into an exponential growth in imports, 
exports and in particular foreign direct investments (FDI).5
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Such processes are due, and are also strongly related, to corpora-
tions’ activities which responded to the unending changes of the inter-
national market linked to technological development and to policies of 
liberalization, with increased levels of competition and a set of expan-
sive strategies.

This led to a sharp rise in the levels of competition and expansion of 
large corporations, which through acquisitions and merger transac-
tions across borders created real production networks at an interna-
tional scale. This is how the true nature of globalization is highlighted, 
a globalization that is more of a global competition for the interna-
tional poles, of a geopolitical and geo-economic nature.

The relation between transnational capital and different areas of 
influence is determined by the international division of labour and, 
therefore, by the way single national economies are placed with respect 
to the enlargement and redefinition of the international geo-economic 
poles.

These dynamics are developed against the weak economies leading 
to super-profits in favour of financial institutions, in particular not 
banking ones, on which the growth of existing speculative processes is 
based. The composition and diversification between the growth rates 
of fixed capital’s formation in the private sector of oeCD countries, 
and that of the value of the amount of financial assets faces us with the 
most critical dimensions of globalization focused on the financial and 
speculative nature, as discussed earlier.

The accelerated growth of the financial field was followed, right 
after, by the liberalization and deregulation of national financial sys-
tems, in an international kind of regime where a very large fraction of 
financial transactions takes place in the close field of the relations 
between specialized institutions, with no counterpart on either the 
level of exchange of goods and services, or of productive investment. 
There are, however, very strong ties of economic and social importance 
between the sphere of production and that of the delocalized finance.

Financial capital favours short-term financial investment transac-
tions in order to recycle funds and make them available for foreign 
direct investments, addressed to the production sector, but being then 
available for financial speculation.

(1998: 101–102) Relazione Assemblea Generale Ordinaria dei Partecipanti, held in 
rome on May the 5th 1998.
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Aspects of the Current World Economic and Financial Scenario in the 
Face of the Globalization Myth: The Example of Pension Funds

It should be noted that the value of the world trade is just one third  
of total world gross product value, which means that two thirds of  
the product are carried out in national markets and not in a hypo-
thetical global market. The external opening of economies is lower  
in  developed countries than it is in countries with lower levels of devel-
opment.  For eign investment financed, unevenly, productive trans-
formations, it favoured the increase in export share, it increased 
productivity and com petitiveness, allowing developing countries in 
different ways to achieve economies of scale through systems of inter-
national production.

However, more than 75% of the total flows of the worldwide FDI 
(Foreign Direct Investment) is put into effect among developed coun-
tries and concentrates in very few countries, no more than 15 econo-
mies. This phenomenon is limited to the fact that receiving economies’ 
swings forward and backwards are frequently very weak.

This means that economic growth, social protection and employ-
ment which are generated through the multiplier effect can be rela-
tively low. Therefore, the strengthening of the financial market of easy 
profits without productive investment, of financial rents, does not 
depend only on the attack to direct and indirect wages, but also to 
delayed salary offset by a deterioration of the living conditions of all 
workers, whether they are employed or not.

This is the perspective from which the current stage of international 
capitalism and almost all international organizations should be 
observed. The international organizations are now subject to the mon-
etarist logic of welfare State’s counter-reform, which is based on the 
demolition of social, economic and civilization achievements starting 
from the demolition of the public pension system. The real goal of cap-
ital, in this area, is not to classify differently the welfare State but to 
bring it down. For example, is not about reforming pensions, but about 
making them private, by charging workers with high contribution in 
order to enrich the insurance cartels.

This way the forced logic of the use of funds board is introduced, 
without considering financial crashes and the negative consequences 
this had on the real economy, for example, on British and American 
funds. Just think that pension funds of Anglo-Saxon capitalism (united 
States and Great Britain) and of capitalism of the rhine area (Germany 
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and Japan) move enormous sums, which, by circulating in deregu-
lated, uncontrolled markets, where savage capitalism dominates chas-
ing the mere realization of profit, create serious social imbalances in 
terms of subtraction of resources in the form of real investments from 
employment, thus increasing unemployment, lowering the quality of 
life in general, and demolishing collective social guarantees.

Pension funds manage huge amounts of money that move from 
country to country, chasing investments with a high profitability, mov-
ing enormous international interests, seizing every favourable oppor-
tunity offered by markets, producing, during the increase phase, high 
securities prices and impressive falls when there is a widespread uncer-
tainty. This way, pension funds become a destabilizing factor, not only 
as far as the price of securities is concerned, but also with respect to 
different countries’ economic, social and political structure, which are 
target to the international financial speculation. It should also be taken 
into account that a pension fund is established in order to deliver, to a 
deadline, a benefit in favour of the beneficiary in the form of annuity or 
liquidation of the capitals value. However, these are financial services 
provided in the long term in which management decisions should be 
tied to average-long term investment policies. Institutional investors 
should, therefore, work predictably among income and outcome flows.

In this work too there is the will to ascribe from a theoretical point 
of view, to the introduction of pension funds, the ability to stabilize the 
stock market, though this certainly can not be applied to the Italian 
market, asphyxiated and still lagging behind other advanced capitalist 
countries’ ones. Moreover, the most authoritative sources from institu-
tions, parties and trade unions state that pension funds should have a 
stabilizing effect, the ability to allow an extension of public debt’s aver-
age life, should stimulate the tendency towards saving through a diver-
sification of financial instruments offered to savers, favouring the 
process of reallocation of companies’ property of our production sys-
tem, thus acting as a vehicle for the diffusion of popular shareholding, 
of the enlargement of bases of economic democracy. But in other 
countries, where pension funds are more widespread, countries where 
financial markets are much more significant and extended than the 
Italian one, some dramatic social events happened that questioned the 
funds’ structure, revealing its real function and purpose.

The pension fund itself should be characterized by a relatively high 
riskiness, since it should make medium to long term operations.  
But reality shows that pursuits of profits gives impulse to the creation 
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of short-term speculative policies and to the investment of funds on 
the stock market, thus being in opposition to its purpose of a welfare 
nature that had to be fulfilled, and leading to collapses, with huge con-
sequences on the fund’s stability and the general progress of economy, 
during periods of decline in the stock market.

experience has, therefore, proved how pension funds had a destabi-
lizing effect on market often accompanied by a rise in stock prices 
caused by excessive liquidity. Thinking that problems related to the  
crisis of social security can be solved through the development of pri-
vate security is crazy. The solution is to be found in the strengthening 
of the public pension system in an increase in its efficiency, in the 
search for structural balance between revenues and expenses between 
ways of financing and kinds of services. The only way this can happen 
is through the enlargement of the employment base, beginning with 
policies of reduction in working hours for equal wage and restoration 
of rights certainty.

As a consequence, savings should be channeled into productive 
investments that create jobs and wealth to be measured not only in 
terms of GDP, but also of growth of civilization and humanity, achiev-
ing not only production of goods, but also developing employment 
that can cause significant improvements to every aspect of life, of social 
relationships and social protection.

The growth of a community’s degree of civilization is measured by 
the ability to ensure collective needs of socio-economic balance, solv-
ing the problems of weaker citizens, in order to reduce social tension, 
not fostering it with the uncertainty for the future. uncertainty due, for 
example, to the negative effect of the lack of stable prospects, that the 
introduction and development of pension funds can cause both from 
the single worker’s point of view and, as it has been said, with respect 
to the effects on the real economy.

The Relevance of Structural and Systemic Crises

In october, 1929 there was the collapse of world economy in which 
every industrialized country was involved. The great depression, also 
known as “wall Street’s Crash” had devastating consequences in  
all industrialized countries and led to major reductions in incomes  
but also to a collapse of international trade, agriculture and all types  
of production.



 an attempt to exit the structural and systemic crisis 325

6 In 1992 there was the so-called crisis of the european Monetary System caused by 
the “international speculation” that attacked first the lira (which suffered from a deval-
uation) and then the pound.

7 Reflections of Comrade Fidel, “The worst variant,” http://www.granma.cu/italiano/ 
2008/octubre/vier31/reflexion.html.

Many analyses were carried out to explain this serious economic 
crisis that, starting from the u.S., had spread throughout the world. 
Galbraith, among others, explained that one of the reasons was, for 
sure, an incorrect distribution of income, an excess of financial specu-
lation and a bad banking system.

The banking crisis was mainly overproduction of capital, lack of 
fixed rules, etc. but it mainly was, back then as it is nowadays, a struc-
tural crisis, inherent to the production system itself, i.e. a specific char-
acterization of the model of capitalist production.

In the following years there was a global economic recovery during 
which there were many crises, which had little impact and which were 
followed by minor recoveries until the crisis was definitely solved.

The Second world war allowed the expression of war economy  
and of Keynesianism itself, with its military characterization both in 
terms of support of the demand for war fighting and for the conse-
quent stage of reconstruction. If the crisis is a “normal” event, rather 
than extraordinary as Keynesians think, inherent to the capitalist way 
of production in order to destroy capital surplus that jams the mecha-
nisms of accumulation and the growth of the rate of profit, then even 
the economy of war itself is a “normal” way of supporting the demand, 
induced or imposed, during periods of fall in consumes or rise in pro-
duction of goods and capital. This is why economic crises occur repeat-
edly, as for example, the monetary system crisis of 1992,6 or the Asian 
Stocks crisis in 1987 or the wall Street crisis of 2001 with the conse-
quent stagnation that lasted for many years after. The u.S. currency is 
becoming weaker compared to the euro, which began its rise against 
the dollar.

Developed capitalism aspires to continue plundering the world, as if the 
world were still able to bear it.7 (translated from Italian)

Current capitalism is driven by finance and the abandonment of 
Keyne sian policies. Finance is now dominant and the wildest form of 
liberalism has been applied not only to goods and products but espe-
cially to the movement of capital, arousing many doubts in neoliberal 
economists.
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8 http://it.biz.yahoo.com/09102008/92/liquidazione-non-sta-risparmiando-nien 
-te-nessuno.html. There is frequent reference to writings taken from web pages, given 
the immediacy of the political-economic events occurring at the time when this work 
was being finished.

Finance changed its role, from one of support to real economy, to 
one of support of finance itself. Clearly, to get to this situation of unreg-
ulated liberalism of finance, the free movement of capital had to be 
introduced, a condition that Bretton wood’s monetary system did not 
admit and that, since a few decades ago, did not even exist.

The current monetary system, that u.S. economists call “Bretton 
wood II” is no longer based on the dollar-gold convertibility, but on 
fluctuating exchange rates and the ever-increasing presence of Asian 
countries to finance u.S. deficit that grew dramatically and that is caus-
ing those failures we are facing nowadays.

now, after almost 80 years since 1929, we are facing again one of  
the most serious economic and financial crises that the western world 
has ever known. It is important to say that the “earthquake” that 
shook  the international Stock exchanges from the so-called “Black 
September” on, according to Paul Samuelson (nobel prize winning 
economist) means for economy, what the fall of the Berlin wall meant 
to communism.

over the last year the world’s Stock exchanges have lost 41% of their 
capitalization, amounting to 25.9 trillion (thousands of billions) of 
dollars. wall Street paid the highest price: 7 trillion dollars. These num-
bers are so high that no one is able to even think of them. Let’s say that 
worldwide investors have lost, over the past twelve months, the gross 
domestic product generated all over the world  over  seven  months.8 

(translated from Italian)
If one takes into account that the world GDP amounts to about 

44,000 billion, then it is easy to realize that losses are approximately up 
to 70% of world GDP. But be careful, because the financial capital, by 
playing a role in the system of fictitious and non-productive capital, 
does not produce surplus value, does not generate real wealth and 
hence the Stock exchange does not burn wealth, but as if it were a kind 
of zero-sum game, what is lost by someone, is then won by someone 
else. where is the happiness, that globalization should have produced? 
And where is to be found a paradise that finance capital should have 
secured?

So, where did it all begin? Surely from the actual manifestations of 
the structural crisis of accumulation of the early 1970s (first oil shock), 
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which highlighted the systematic inability to keep “adequate” levels in 
the rate of surplus value, forcing different capitalisms to try the path  
of neoliberal globalization, which was then characterized as global 
competition, focusing, as it has been proven in each of our works, 
books, articles, at least those written over the last 15 years, on the pre-
dominance of finance, therefore that of fictitious capital on productive 
one, and on the privatization and the demolition of the welfare State, 
with its related attack on direct, indirect and delayed wages.

This reflected in outsourcing, delocalization of production, massive 
use of foreign direct investment, breakdown of the world of labour and 
attacks on rights, development of precariousness which comes along 
with structural unemployment, with the so-called flexibility of labour, 
inherent to all new models of flexible accumulation, up to the wars  
of expansion and control for oil and raw materials and of flows and 
composition of “human capital” for the society of post-fordist econ-
omy, with a high content of intangible resources and to foster areas of 
Fordism supported by the new forms of slavery. Here is neo-liberalism, 
a tendency that, while trying to get out the systemic crisis, uses globali-
zation, that led the world’s economy to take on the shape of a virtual, 
immaterial, paper economy, within a global competition that uses the 
system of financial estate and location incomes in order to enrich a few 
people, to strangle the world of labour, with no real prospects for a 
resolution of the crisis, as shown by the latest ups and downs of “cheer-
ful and creative” finance. The u.S., since the forced though desired clo-
sure of Bretton wood’s deals, continued to use loans to finance its large 
deficit. During the years between 2002 and 2007 over 48% of the net 
funding of the u.S. current deficit was covered by foreign governments. 
President Bush’s tax policy led to a hole in the financial system of more 
than 7% of the total GDP, in addition to which there has been a grow-
ing indebtedness of American families, which for years have kept on 
spending more than they actually could.

until 2006, in the u.S. there has been a dramatic rise in prop-
erty  houses prices that over almost ten years (from 1997 to 2006) 
increased by over 124%. But this situation was determined mainly by 
the choice of supporting an asphyxiated demand. The excessive rise in 
debt of u.S. households is more and more linked to the payment of 
loans stipulated for the purchase of the house and also to consumer 
debt.

The American system, in order to support the “inflated” growth of 
GDP, made it possible for banks to grant credit even to customers 
called ninja (no Income, no Job and no Assets), i.e. persons who had 
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no steady job, no assets and no type of financial coverage, but who 
were paying high rents, often higher than their salary.

This practice gives families with precarious economic conditions  
the possibility to be allowed a loan in order to purchase a house at  
very favorable interest rates, at the beginning. Clearly this situation 
could not last and when families experienced an increase in interest 
rates and could no longer pay their debts, they had to hand over their 
property for non-payment of loan installments. This situation went on 
until a speculative bubble was reached, interest rate. This meant, for 
the vast majority of Americans who had mortgages at adjustable-rates, 
they were not able to pay the installments anymore. There were also 
the collapse of securitized financial instruments and the failures of 
banks and financial institutions. Here is how the financial crisis 
destroys excess capital.

The increase of real estate values, however, has experienced a  
significant slowdown since 2007 due to a disproportionate rise in loans 
estimated interest rates, making unsecured buyers insolvent, and cre-
ating a situation in which many could not pay the loan, starting a series 
of eminent domains that affected many American families.

In this way we had an economic collapse of the system, which had  
as the appearing provoking factor the so-called subprime crisis, or the 
collapse of the banks, which granted mortgages to people who could 
not guarantee their solvency. The mortgage crisis in America got disas-
trously worst in 2008, and on this year’s July there has been an increase 
of the foreclosure procedures for house owners of more than 170%  
if compared to July 2007; the numbers are really high and concern 
about 740.000 house owners who are risking the expropriation of their 
homes.

The strong increase of the interest rates brought a serious insolvency 
crisis and the failure of many American families (about 2 million).  
It is remarkable how in June 2008 a big insolvency percentage of the 
subprime mortgages was registered: for example, more than the 37% of 
those who stipulated mortgages in 2005 had problems with payments 
and consequently with solvability. In 2006 the situation got worse and 
the percentage raised to 40%, registering anyway a light decrease in 
2007, stopping at around 29%.

The banks that granted these mortgages of “second category” or sub-
prime in the ambit of the “creative” finance game, had the idea of secu-
ritizing their mortgage loans; in this way there happened to be an 
insertion on market of absolutely “insecure” titles, which in many 
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9 Cf. diagrams on http://mwhodges.home.att.net/nat-debt/debt-nat-b.htm#financial.

cases, being in a certain way “disguised” because endorsed with the 
complicity of “trusted” rating agencies, were sold also to the holders of 
pension funds (hitting in such way also the world of work, diminishing 
with these practices the whole social salary), who ended up having in 
their portfolio titles which in substance were “waste paper”.

It was not enough even the repeated cuts in the discount rate effec-
tuated by the FeD. This hard situation was caused in the u.S., espe-
cially by the financial and real estate speculation; in this way can be 
explained the fact that in the last 20 years the real estate price doubled 
about every five years; by all means, this is not caused by an effective 
increase of the building’s value, but by the forced increase caused by 
the speculations. Citizens who requested a mortgage were only for a 
small part those who bought a first house, being in reality for the major 
part speculators, often also small speculators after a stroke of luck, who 
bought with the only purpose of selling back at doubled price after few 
years. In the uS, in July 2007 there were 179,599 house foreclosures 
with an increase of 9% relative to the month of June 2007 and more 
than 93% respect 2006; the scenario is hence catastrophic and can be 
extended also to the european countries.

In 2007 in fact, the fear of an even bigger collapse of the subprime 
mortgages caused an accentuate fall of all the stock exchange index 
which extended itself also to europe. After thirty years in which the 
whole uS economy indebted itself ever more, we came to the end of 
the line.9 with a world GDP of 44,000 billions, there is a public debt in 
the uS of 11,000 billions of dollars.

The 2007 debt level in the uSA was equal to 13,8 trillion dollars,  
a million more if compared to the previous year, while the debt for 
person has reached the value of 46,115 dollars, that is 184,460 for a 
family composed by 4 persons. From 1957 to 2007 the total uS debt 
increased excessively, and especially the stratospheric amount of fam-
ily debts; this means an economy in irreversible structural crisis which 
sustains itself fictitiously with finance, internal and external debt, pub-
lic and private and with military keynesism, the war economy.

After these facts we can finally arrive to the so-called “Black 
September”. The hard crisis, evidenced in appearance by its financial 
distinguishing features, became more accentuated in the uSA and 
influenced all of the western stock exchanges.
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10 “Crisi mutui: il Governo usa nazionalizza Fannie Mae e Freddie Mac,” 
8 September 2008. Available at: http://www.loccidentale.it/articolo/crisi+mutui%2C+
il+governo+usa+nazionalizza+fannie+mae+e+freddie+mac.0057398

Lehman Brothers was one of the biggest protagonists of subprime 
capitalism; we can remember that Freddie and Fannie own by them-
selves more than a half of the 12,000 billion dollars of mortgages hang-
ing over the houses of the American citizens.

The crack of banking colossus like the first great American bank, 
Lehman Brothers, and the collapse of all the stock exchanges, forced 
the uS government to “nationalize” Fannie Mae Freddie Mac, trans-
forming the two mortgage colossus in public companies for an inde-
terminate period.

The plan includes also the government’s acquisition of obligations 
guaranteed by subprime mortgages possessed by the societies. The 
president of the Federal reserve, Ben Bernanke, diffused a communi-
cate in which shows appreciation for this decision of the treasury, 
“which will provide a fundamental sustain to the mortgage markets in 
this period of unusual uncertainness of the credit market. Fannie and 
Freddie possess or guarantee more than 5,000 billion dollars in mort-
gage contracts in the uS, about a half of the whole country. In the last 
four trimesters they suffered losses for 14 billion dollars, and more are 
going to come in the next months, due to the increase of seized houses, 
foreclosures and missed payments on the mortgage rates.”

The growing increase of the insolvencies over the real estate mort-
gages exposes the two societies to a risk of huge losses, which may cost 
tens and tens of billion dollars to the American contributors – the res-
cue may cost about 100 billion dollars according to several sources – but 
Paulson underlined how the financial impact of a failure of the two soci-
eties may be disastrous for the system. “A failure will cause damage to 
the American’s capability to obtain mortgages for their houses, loans to 
purchase automobiles and the access to other credit channels” he said.10

other important data to understand the reason of the explosion of 
the speculative bubble over finance and real estate is represented by the 
facts that explain how market, starting from the subprime mortgages, 
later enlarged itself until reaching a total value of paperizations and 
real estate mortgages uSA equal to 531.000 billion dollars, more than 
ten times bigger than the whole world’s GDP.

The actual crisis has more systemic characterizations than the  
previous stock exchange crisis of 1987 and the dot.com one, or more 
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properly of the new economy, in 2001, because in this situation not 
only the financial instruments and structures are endangered, but  
the entire working force, specialized and non-specialized, is also  
damaged, together with the low class and middle-high class, without 
social shock-absorbers and other kinds of mediation that can save the 
balance of the system, at least partially, saving the purchase power  
and the whole social wage. The working population remains often 
without a home and without a possibility to readjust its debt situation; 
in addition to this, cracks in the pension funds can be registered and 
also in this case the citizens are the most damaged, especially those 
who were forced to invest in the funds that were meant to guarantee 
their pension.

Anyway, there is another element which characterizes the actual cri-
sis: the extraordinary increase of the price of oil and foodstuffs; since 
2007 until the summer of 2008 have been registered increments of the 
oil price as have never been before, until about 150 dollars for barrel.

It is clear that this increase has not been caused by an increased 
request of crude, but by speculations directed to a research of a bigger 
surplus; this happens because these profits are destined principally to 
the multinationals that export it and not to the enterprises which 
extract it.

Also, the increase in food prices are caused by speculation; with the 
pretext of the new alternative energy, the agro-combustibles, we arrived 
to an endless commerce and exploitation of goods like corn, palm oil, 
etc., that are basilar for the economies of the poorest countries, with 
big speculation of a financial character (futures, derivates, etc.) over 
big quantities of foodstuffs. It is clear that the speculations over energy 
and foodstuffs represent different manifestations of the financializa-
tion of economy, which, through fictitious capital, desperately tries to 
solve a crisis which has clear systemic characters.

Hence the speculations made with oil and foodstuffs contributed  
to form that financial bubble that exploded during the final months  
of 2008.

An acknowledged consequence of this crisis is the collapse of the 
banks which, being between the principal acquirers of the “garbage” 
titles, found themselves having in their portfolio more than 750 billion 
dollars of securitized bonds.

In fact, more than the 40% of the capitalization of the stock exchanges 
has been lost in 2008; numbers show these facts clearly: almost 26,000 
billion dollars, while wall Street registered a loss of 7,000 billions.
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11 http://temporeale.libero.it/libero/fdg/2271541.html.

And now another risk for the American economy is coming to sight: 
the speculative bubble of the credit cards. After having flooded the 
American for years with offers of credit cards and unlimited credit 
lines, banks and specialized societies are drastically cutting both of 
them. The squeeze “is interesting also the consumers who deserve 
credit and is threatening the banking sector, already in big difficulties, 
with another wave of massive losses, after an époque in which it gained 
record earnings with the easy credit business, which it contributed to 
create”. In the first semester of 2008, the societies that offered credit 
cards, devalued risk credits for 21 billion dollars, because “many  clients 
cannot pay their debt anymore. And with the societies dismissing tens 
of thousands of workers, according to the analysts the sector is going 
to suffer losses for other 55 billion in the next year and a half ”.

Let’s consider more closely how (in the following lines we are report-
ing some intervention dated at the end of october and at the begin-
ning of november 2008) the governments of the various european 
countries acted in october 2008.

In London, the government, to try to put an end to recession, pre-
sented a support plan for the banks of 500 billion pounds, that sub-
stantially means a nationalization. In fact Great Britain is running into 
recession: in the third trimester, the British GDP suffered a contraction 
of 0.5% superior to what was expected. It is the first time since 1992 
that in Great Britain is registered a contraction of the lord product 
respect the previous trimester. The fall is superior to the esteems of the 
economists, who expected a -0.2%. Comparing to the same trimester 
in 2007, the British GDP registered a growth of 0.3%, under the aver-
age esteem of a +0.5%, after the +1.5% of the previous trimester. Great 
Britain is on the road of the recession for the first time since 1991, even 
if technically we cannot talk of a recessive cycle (two consecutive  
trimesters of negative growth), considering that in the second trimes-
ter the GDP remained the same of the previous trimester. Great Britain 
is the first of the G7 countries communicating the data regarding the 
third trimester GDP.(translated from Italian).11

Ireland established a form of total guarantee over the banking 
deposits for a value of more than 400 billions euro, which is practically 
equivalent to twice the whole GDP.

In Spain it was announced the birth of a fund of 30 billion euro to 
guarantee the interbanking market.
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In France it is predicted the birth of a new juridical state structure 
which can guarantee a help to the endangered banks.

In Germany the government operated the rescue of four banks.
In russia the president Dmitri Medvedev declared that an extra loan 

equivalent to 950 billion rubles to the most important banks of the 
country will be granted.

Iceland, after the crisis, was forced to nationalize the three biggest 
banks of the country.

In Holland, Belgium and Austria the guarantee over the banking 
deposits was lifted up to 100.000 euro.

In Italy the government defined a saving fund of twenty billions of 
euro which will help the endangered credit institutes; the government 
will have a participation without right of vote and commits itself to 
input new capital whenever banking capitalizations are insufficient.

Also in Japan new rules were introduced to contrast the effects of 
the crisis and new measures to help the economy to overcome this 
moment. new expenses for a value of almost 40 billion euro were 
added to those introduced in August and this amounted to the total 
number of 26.900 billions of yen (207 billion euros).

The basic principles of capitalism – private property of the means of 
production, competitiveness and maximum profit – must be preserved 
at all costs: for this reason the state and capital’s governments protect 
rich people and enterprises and nationalize, socializing the losses over 
the workers’ head. In first place it is necessary to notice how the solu-
tions utilized to try to block the recession threat is not in line with the 
neoliberalist concept of the non-involvement of the state in the func-
tioning of economy, because the intervention of governments is trying 
to recover from the disasters of the free market through huge injec-
tions of public money inside the economy, subtracted from social 
expenditures with a private and enterprise’s Keynesism that is com-
panion to war Keynesism; in this way welfare is destroyed and social 
wage is attacked in a historical attempt to make the workers pay the 
crisis through the Profit State, the warfare, the miserable’s welfare.

It is interesting to report what Fidel Castro wrote on this:

on Monday 13th came the announcement of multimillion funds that the 
european countries are to inject into the financial market to avoid a col-
lapse. Shares rose with the surprising news. In virtue of the aforemen-
tioned agreement, Germany had committed – in the rescue survey – 480 
billion euros; France, 360 billion; Holland, 200 billion; Austria and Spain, 
100 billion each; and so on until the total reached, with the British  
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12 Cf. www.granma.cu, reflections of Fidel “The unheard of,” october 16, 2009 
http://embacu.cubaminrex.cu/default.aspx?tabid=11317.

contribution of 1.7 trillion euros which, that day – given that the 
exchange rate between one and another currency is constantly varying – 
was equivalent to u.S.$2.2 billion, on top of the $700 billion of the united 
States…The european capitalist countries, their productive and mercan-
tile capacity saturated, desperately in need of markets to avoid strikes by 
workers and those specialized in services, depositors who are losing their 
money and ruined campesinos, are in no position to impose conditions 
and solutions on the rest of the world. That is being proclaimed by lead-
ers of important emerging countries and of those poor and economically 
plundered nations who are the victims of unequal terms of trade.12

The Radical Alternative Derives from Those Who Do Not and  
Cannot Pay for the Crisis

Then the question is: who is going to pay the costs of the various res-
cues operated by the governments?

There seems to be no doubt about the answer. They are going to  
be the workers, the weaker and more emarginated classes; unemploy-
ment will grow, the frailty of work and social living, welfare expenses 
will be cut without considering the discomfort of the families which 
cannot affording to pay the mortgages over their habitations, and will 
find themselves with no home.

The oeCD reports shows that from January to September 2008 
there was a growth of the discrepancy between rich and poor people 
higher than the one registered in the last two decades: this means that 
the 10% of Italians has an average income equal to 5,000 dollars (with 
an oeCD mean equal to 7,000 dollars) vis-a-vis a 10% of rich Italians 
who have an income of 55,000 dollars (superior to the oeCD mean).

The income’s discrepancy – as written in the report – has grown 
since 2000 in Canada, Germany, norway, united States, Italy and 
Finland, while it has decreased in Great Britain, Mexico, Greece and 
Australia.

The discrepancy has increased in 2/3 of the countries which are part 
of the organization, oeCD explains, and this happened

Because rich families have reached particularly positive results if 
compared to the middle class and the families which are on the lowest 
degrees of the social scale.
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It has to be pointed out that the 10% of the richest population owns 
28% of the total disposable income; and is also important to remem-
ber that the rate of child poverty in Italy is 15%, with an oeCD mean  
of 12%.

The current systemic crisis will probably lead to the end of the dom-
ination of the united States that will be replaced by new centers of 
power such as europe, China, India, some other countries such as 
russia, Brazil.

History shows that capitalism has always experienced economic  
crises, more or less serious, that have always been solved through war.

These crises will lead to the creation of a multipolar system in which 
the united States must share their power with other nations, which 
could mean the beginning of a period of tougher competition that will 
further damage the working class.

This is why the capitalist system has to be overcome, but this is not 
necessarily and exclusively linked to the action of the downward trend 
in the rate of profit. This means dealing with the perspective of the 
immediate end of capitalism, that will cause its “self-destruction “and 
therefore in a theory of collapse? not really, since the capitalist system 
will still find ways of implementing measures in order to make the 
capitalist way of production survive, but mainly because the transition 
from a way of production to another, or rather the transition to a 
socialist society, not only implies the dramatic explosion of objectivity 
in which the crisis presents itself, but the organized presence of subjec-
tivity for a radical alternative, which may address to paths that lead to 
the overrunning of the capitalist way of production.

u.S. capitalism will always play an important role, but there will  
be the end of a political cycle during which the u.S. had stood in a 
dominant position, compared to other centres of power such as europe, 
russia, China, India, Brazil, which will impose, even if in a more diver-
sified way, new forms of capital’s political power which, instead of  
facing crises of an economic nature, will be facing crisis only if the 
subjective forces of the working class movement will be able to trans-
form the economic and political crisis into a collapse and into the over-
coming of the capitalist production system, turning it into a system of 
alternative relations.

In this case, this situation could lead to a hope for change for the work-
ing and popular classes. The capitalist system has not come to an end,  
but surely it is going through a negative period, and the working class 
should take advantage of such a moment in order to assert their rights.
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13 we are referring to a “minimum plan” for the working-class left wing, in a non-
revolutionary stage such as the current one is, at least in fully developed capitalist 
countries, as it is described in Martufi, Vasapollo (1999, 2003) and Arriola, Vasapollo 
(2004, 2005).

will there be the creation of a political articulation of social groups 
and classes around the proposal of alternative development? In the 
meantime, neoliberalism is beginning to run out of time. Here is how 
Marx’s thought is still valid. Marx’s economic theory has always made 
a clear distinction between the material content of capitalist economy, 
the progressive tendencies of its development and the reactionary 
ones, determined by its social being which opposes to labour. we must, 
however, say that in europe there is no real class subjectivity, capable 
of expressing the direction and organization of the world of labour, 
which can keep on fighting for the radical transformation of the capi-
talist way of production, as it presents itself nowadays. Perhaps only in 
Latin America, class organizations of workers are creating a situation 
that is leading to a process of overcoming the society based on capital-
ist exploitation.

This is why the methodological structure of Marxist theory allows 
an interpretation of the economic, social, productive and political 
structures of contemporary capitalism and allows the new interna-
tional movement of workers, to build, at the same time, the antagonist 
alternative.

The purpose of State Control changes its orientation with respect to 
the classical socialist project of the past century. The forms of struggle 
against power are now in the hands of workers, of the people, of their 
processes of self-determination.

In the western world, in fully developed capitalist countries, where 
conditions are less favourable to the movements of workers, a tacti-
cal process of structural reforms for social change could be initiated, 
starting from a countertrend minimum plan.13 For example, the exist-
ence of an unfinished capitalism which is dealing with a structural  
crisis, should be taken advantage of, since it leaves many large holes, 
forms of production, majorities left out of mass consumption, in order 
to articulate new forms of production and consumption oriented  
not to the search for profit, but to solving problems of poverty and 
marginalization.

The achievement of real economic forms of alternative to the  
capitalist way of production should focus on supporting these new 
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community and cooperative forms of production and distribution on 
a “human scale”.

what is not easy to understand is that, even from a reformist, abso-
lutely minimal perspective, the new economic policy guidelines must 
be absolutely aimed at fighting structural unemployment, precarious-
ness, creating new employment opportunities of social and collective 
utility producing goods, not necessarily mercantile ones, increasing 
the possibilities for women, immigrants and young people to work.  
It is essential to apply a serious policy of generalized reduction, both in 
a sectorial sense and in a territorial one, of working hours for equal 
pay, which should be exercised also within the tertiary, both public and 
private, and the small and micro enterprises.

In order to do so, it is important to be able to combine a strong, 
renewed labour trade unionism to a new and modern trade unionism 
of the territory, which claims the social redistribution of wealth by 
affecting the processes of capital accumulation, starting from a differ-
ent redistributive tax policy, from which capital can not benefit.

This project has still a dark area that coincides with the articulation 
of the State, or the role of transnational capital. But the new character-
istics and demands of popular sectors are clear, as well as those spaces 
for implementation which are now open to a new possible cycle of 
affirmation of participatory, radical democracy since they are focused 
on the class content of political-economic transformation.

It is time to put on the agenda the ability to support, in not only 
strictly political terms, but just as well by considering macroeconomic 
alternatives (in this case, on a global scale), the need for a radically dif-
ferent model of development, capable of generating new and different 
employment, different wealth at different qualitative connotations and 
high social compatibility, a different way of producing and of social 
living. A model of development that aims at the distribution of employ-
ment, income and accumulation of social wealth. A mode of social 
quality development that is, therefore, eco-friendly and inclusive, 
focused on forms of socialization of accumulation, capable of creating 
wealth and distributing value by spreading it socially. This is likely to 
happen only starting from a strategy that aims at the interests of the 
new international movement of the workers.

That is why the analysis of Marx and Marxist theory strengthen 
those social characterizations that express a strong determination to 
the fulfillment of a radical transformation of the actual state of things.
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