




Capitalism is the social system which is now exist everywhere on the earth.      In the exact world, capitalism is the system that require a certain mean of production to function1. From the past, there is still an argument in capitalism between economic schools. The arguments focus on usefulness of capitalism to society. The classical school say that capitalism would lead people to act better, more co-operative way.       On the other hand, Marxist argue that capitalism would lead to class conflict and the great revolution. In a personal view, we believe that Marxist economic had a stronger idea against Classical economic on capitalism issue.


Classical economy believe that capitalism is the system which depend on     self-regulating market. In the market, individuals have to act as both buyers and sellers. They need to produce commodities or sell their labor to get money or wage to satisfy their needs2. Therefore, if sellers cannot find demand for their goods or labors, they will not get any money to acquire things. This will create incentives for them to adapt their skills in order to meet the demand. Classical economists also believe that it would be irrational if people don’t use up all of their money acquiring goods. For the society as a whole, society’s capital and stock are assumed to be all utilized and the size of the industries should depend on the profitability because for classical          economists, they believe that profit measures the contribution of each industry,    which can generate for social revenue and social wealth. Therefore self-regulating market should be the one who encourage wealth for the society because profit is best served in the hand of private’s interest. 


Classical economists doesn’t believe in government intervention because they believe that government has the specific tasks to serve for the society, which means policies will concern at most in the range of those specific tasks and will not make   benefit for the individuals because the profit, which is the heart of society’s growth, will not be generated even though, it may frequently do much more for society as a whole. 


For the market failure issue, the idea of general market failure is different from individual failure. It means market mechanism of circulates money into hands of  those people who wants goods falls down even though they make the right choice on allocation of goods brought into the market.  


On the contrary, Marxists tends to criticize classical approach in many ways. They believe that interest leads to the separation of classes in the society because even though, under classical economy, individuals would see themselves as isolated agents pursuing their own interest, capitalism will create commonality of interest within     individuals. Marx points out that ones, who are able to accumulate capital, will be identified as capitalists and ones who cannot are called labor. With the self regulating market, Marxist sees these as a way for capitalists to come and create more surplus value or profit for them. The profit motive drive them to maximize their output and keep subsistence wage fixed on labor because the less the subsistence wage is, the more profit they will get. Therefore, capitalists tend to exploit their labor by forcing them to work more without increasing their wage. These would result in even bigger gap of classes. 


Moreover, the growth in capitalists will lead to the competition in the market. Marxists believe that competition will cause the economic crisis because when the market has lot of competitors. Each competitor tends to cut the price of their goods meaning they have to lower the cost of inputs. Therefore, labor will be laid off      causing the increase in unemployment rate. On the other hand, some producers may not be survived due to the high competition in the market. As a result, the total         investment will not cover up the demand that the market has, which will cause the economy to be stagnant. All of these will lead to the conflict between classes where capitalists tend to earn more surpluses but for labors, they tend to be less and less   employed. 


Another criticism is that capitalism doesn’t generate maximum welfare for the society because the satisfaction that individual would get form the market depends on goods that each brings into the market and be able to sell it. It is not their need to    determine what they consume. Rather, it is their ability to satisfy their consumption.


The main characteristics of Marxist theories is a classless society, all people in the society own and control production and capital equally3. Consequently Marx    emphasizes a justice and a equality of human being. Also, he believes that man can develops his or her own abilities and living with honor, which are contrast with     capitalism. Under these this school of thought, each person contributes to economics process due to their abilities and consumes according to their need. 


In our opinion, Marx’s theories highlight at the inequalities in property and power between the capitalist and the worker in capitalism system. Because when the labour produce goods and services for the employer, then the employer sell it in the market and earn the profit, which is called “surplus”. After that, the capitalists keep the surplus with themselves in a group of ruling class or wealthy class. Furthermore, they flow the surplus to the controlling system such as management, marketing and technology to create even more surplus. The surplus, that is actually produce by the labour, should spread back to the labour also. As a result, people becomes greedy and try to exploit social and environment for surplus. This is the factor that caused the gap in a capitalism society, which is lead to the battle of different classes of people. 


 Capitalism has become the system that most countries use for running the  market. However, it tends to create problems, which leads to the separation of classes. As you can see from the past until today that many capitalists exploit their workers to create even more surpluses for them. Here are some examples, which will show how the conflict between classes occur. 


First is the Ludlow massacre case.  The strike of mining workers against the coal company in United states in 1914. The cause was the working conditions was dangerous and the wage was paid less than it was supposed to be. After the strike began, workers were laid off and were forced to leave from the company housing. Consequently, workers had to live in tents. After that, they were burned dead by the guard, who were formed by the coal company4. 


As also seen in Nike, the world biggest sneakers and sportswear industry, their factory in China tends to use under age workers, so they can pay less to reduce their production cost by decorating their wage payment and doesn’t set the minimum wage rate as the Chinese authority’s requirement5. 


In conclusion, we would like to say that Marxist idea of capitalism is becoming real. As seen in above example event and event that happening around the world,  conflict has begun between classes. Workers need a better working condition.        This situation will keep occur until it reach the point that capitalist cannot pay the workers anymore. So, the firm will lay off a number of worker. Consequently, the firm that did not survive the competitive market, which is mentioned before, will cause the workers to lose their jobs. As a result, this made the unemployment rate  highly increase that lead to the shortage of money in the economic system and then the capitalism will collapse. 
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