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	The classical economists argued that capitalism would lead to people acting in a better, more co-operative way. The capitalism makes people to work together in the same place rather than do their job individually. The reason why they have to work together is explained by division of labors theory. 
	Adams Smith asserts that the division of labors increases the quantity of output produced for three reasons. First, each worker develops their skill as performing one single task repeatedly. Second, times is saved since the workers need not to go from places to places to perform the job. Third, with capitalism, it is possible to adopt machinery which can be used to increase productivity. These show that the same number of workers could produce substantially more output by division of labors. As producing more complicated commodities, they require more labors, capital, or technology to produce them. The division of labor will provide more specialized labor and better technology.  
	Other factors are the harmony of interests and limited government. Individuals in the economy are likely to pursue their own interests rather than the benevolence of someone produces the thing that we fortuitously want. One will produce commodities regard to his own interests, therefore the person of business pursue profit, the consumers look for the lowest price for a good, given its quality, and the workers try to find the highest pay, given the other aspects. Through capitalism, it seems to be “an invisible hand” that channels self-interest behavior to maximize benefit of individuals, hence the social welfare. This invisible hand conducted by the competitiveness of the market. As a result, the resources got allocated to their highest value used or economic efficiency exists. Note that the division of labor can be expanded by the international trade. This harmony of interests implies that government does not need to intervene the market because it is efficient per se. However, there are some significant roles for the government to protect society from foreign attack, to establish the justice in society, and to maintain the public work that private sector cannot undertake profitability. 
	Another factor that would lead people to act in a better way is efficiency wages. He believes that if the wages are above market-clearing wages or efficiency wages, it will reduce employee shirking and labor turnover, both of which lower productivity and the firms’ productivity. The higher wages will discourage people to change to higher paid job frequently. As a result, it will draw closer, the relationship between employer and workers, making them becoming more cooperative, since both of them will gain mutual benefits.
	However, there are some economists called “the Marxists” initiated by Karl Heinrich Marx who are disagreed with the classical economists. Marxist economists believed that social revolution was inevitable within the capitalist countries. He noted that labors were dehumanized and exploited, and then they became alienated from society and eventually became just as a commodity. This would eventually produce class struggle and lead to the great revolution to overthrown the capitalists. He then explained the end of capitalism through the “law of motion” which will be stated in the next paragraph. 
	The law of motion of capitalist society comprises of 6 concepts which are: the labor theory of value, the theory of exploitation, capital accumulation and the falling rate of profit, capital accumulation and crises, centralization of capital and concentration of wealth, and class conflicts. 
	Under labor theory of value; Marx said, “socially necessary time embodied in the commodity is what determined the value of that commodity”. In other word, the value of exchangeable goods and services is measured by the average amount of labor required to produce it. Marx assumed that all communities are sold at their value. Then, how can capitalists receive profits. To understand this, we have to understand labor power and labor time. Labor power is the socially necessary labor time required to produce goods and services that are sufficient to feed themselves and their families and it is what determines the workers’ wages. The exploitation of workers arises when labor power exceeds labor time. Noted that labor time is actual duration of work. Capitalists pay workers at the market value of their labor power but they force them to work more and gain the surplus. This is what called labor exploitation from the one who owns the means of production. The competitions among the capitalists will lead to capital accumulation, which will cause the falling rate of profit. Since labors are the sources of all value, the relatively fewer labors will lead to fewer value and hence, the fewer value surplus from labor. In order to slow down the falling rate of profit, the capitalists will therefore, increase the rate of exploitation of labor. This will even cause more tension in the society. Capitalists will even further, seeking the profit by expanding production by increasing investment and capital accumulation. This will increase the demand and increases the wages that capitalists have to pay. Keep in mind that, higher wages will reduce the rate of profit, which will worsen the business crisis. This will lead to the concentration of wealth in fewer hands of those who control the means of production. It created even more gap between the rich and the poor. This will eventually lead to the class conflicts among the capitalists and poor workers. The workers will finally overthrow the capitalists.
	However, there are some flaws in Marx’s analysis of the “law of motion”. Marx believed that sources of all values came from the labors. Nevertheless, contemporary economists argued that, land and capital can also create value, they can be bought and sold. Marx also believes that “workers are paid at their power or the level of wages that are sufficient to cultural subsistence required for survival and perpetuation of the labor force”. However, competition among employers who want to hire more labors at relatively full employment level will raise the wages, forcing them to provide better working conditions for labors, also cause the employers to shorten labors’ hours of work. The capital accumulation which is believed to be the sources of the falling rate of profit also did not have a strong linkage for worsening business crisis. Investment can rise consistently with the economic growth rather than causing the economic crisis. The main flaw of Marxist view is on the idea of class conflicts. The polarization of workers and capitalists into two classes has not occurred. At that time, Marx did not know that there will be newly emerged class or a middle class which developed in the capitalist nations. These middle classes are small business owners, self-employed professional people, engineers, doctors, etc. Marx also didn’t foresee the welfare systems, organizations such as the labor union and the regulations that protect the labors nowadays. The great revolution did not occur in the advanced capitalist countries such as England, France, or Germany but it occur in the countries with lack of capital accumulation such as Russia and China. The historical evidence does not support Marx’s theory of class conflicts which is believed to lead to the great revolution.
	Russia, formally known as Soviet Union, is the example of a country that passed through the socialist country, where the state owns the mean of production and the economy is centrally planned by the government. However, the economy and the standard of living of people in the country lagged behind the capitalist countries such as England West Germany. In 1986, President Gorbachev introduced “Perestroika” or the policy of restructuring the economy that lead to a transformation from socialism to capitalism nowadays. 
China became a socialist state by Mao Zedong in 1949 by nationalized many firms and redistributed land to peasants. However, the result of the great Proletarian revolution by the students who encouraged exposing “capitalist roaders.” leaded to China’s reformation by Deng Xiaoping. He promotes more market-oriented economy with the retention of political power by communists. Now, China’s economy has a relatively very high growth rate. There is also a change that it will continue to expand free economy and shrink the state-run sector.
	
	We believe that both schools of thought have some flaws. The flaws in classical from the belief that all individual might not always maximize their own interest, since, under capitalism, it is not possible that, there will be no exploitation at all. As we can see from the capitalist countries nowadays that labor exploitation is still exist. For example, Mexican people who immigrate to United States were exploited and treated unfairly. The capitalism also leads to unequal distribution such as income distribution, education, healthcare opportunity, among people living in the society. It can also lead to over production. 
	We support the capitalism to some certain extent that, it promotes more freedom. Therefore, each contributes their effort willingly. It also leads to production efficiency and maximize overall welfare. Capitalism also provides variety of goods and it therefore serves different preference of each individual in the society. Examples of countries with successful capitalist system are Singapore, Japan, Russia, and other countries in Euro zone. However, in order to become successful, the idea of socialist has to be adopted, such as the role of government to promote high standard of living and to guarantee an equal opportunity of people to access these fundamental welfare program. 
	Note that, pure Marxist has never existed. Marxist believed in no government, no central planning. Nonetheless, in order to achieve that state, it had to create the socialist government to take everything and direct the allocation of resources. After people have been trained to work for benefit of all, the government is no longer needed. We have seen from the past that this is not possible like the example we stated above.  
