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The debate between capitalism, as supported by schools of thoughts such as that of the classical economists versus socialism, as supported by groups like the Marxist economists has indeed been going on for a long, long time. Thus, understanding the argument from both sides is fundamental if one wishes to critique it or simply point out their flaws. However, it is also essential to take into account the social environments at the time these theories were being thought out and written. For instance, Adam Smith was writing at a time where commercialization was really “taking off”… a time where externalities were few or none, and a time where division of labor and mutual free trade were promising ways to enhance the quality of life. In addition, during Smith’s time, government intervention proved disastrous… they had no idea what they were doing, thus the actions of those in charge therefore merely served to hurt society and hinder it from achieving its productive potentials. On the other hand, Karl Marx was writing at a time in which the industrial revolution had revealed its dark side… the harsh reality where people… be it workers, women, and even children were being exploited for the gain of those who controlled the means of production; that is: “the capitalists”.
	Adam Smith, the father of classical economics is obviously well known for his works on things such as the market system as a whole; free markets; division of labor, specialization, and off course, “the invisible hand”. In short, Smith and classical economists believed that the mechanisms of the free market and capitalism would lead people to act in a better, more cooperative way. Society would be “better off”. Under the classical thought, wealth was defined as the value of all goods produced in society. And it can be increased through things like division of labor, competitive markets and minimum government intervention. All these things need capitalism to exist otherwise it would not be possible to achieve. Division of labor leads to specialization and facilitates the invention of new machinery and technical progress, thus increasing productivity, output and hence, wealth. 
Here is where the capitalists come into play. For D.O.L. to occur there needs to be an accumulation of capital (tools and machinery for workers). Accumulation in turn, depends on the capitalist’s profits and savings which will be reinvested to produce more goods, leading to a healthy level of growth. Division of labor is therefore, only hindered by the extent of the market. Thus, more free trade in competitive, larger markets means an expansion of that market which further encourages the division of labor. The cycle feeds on itself. 
Here is where the “invisible hand” comes into play. Smith realizes that humans function to act in their own self interest; that is, he tries to fulfill his ever expanding wants. But for that to happen, he must first find a trading partner, and fulfill his trading partners’ wants too, before the mutual exchange to make him “better off” can even take place. I.e. market competition, through the invisible hand therefore induces self-interested persons to benefit society in order to fulfill their own wants without the need for government interference. This holds true even if deep down, the two trading parties hate each others’ guts. Hence, people are encouraged to act in a “nice”, “better”, and more “co-operative manner”. 
In addition, the market must be competitive, because competition will increase efficiency where costs will be at its minimum, efficient level and the price to approach the “natural price” in which the capitalist earns normal (zero) profit. Thus, this is viewed under the classical assumption to be fair for everybody: workers receive subsistence wages, capitalists earn normal profits and buyers pay at the natural price (in the long run), which is reflected by production costs. 
Karl Marx and Marxist economists on the other hand have a very different view on capitalism. They view capitalism and things like private property as the “root of all evil”. Under capitalism, workers are simply forced to “join the system”. That is, they have no better choice but to sell their labor into the market where they work with capital to produce goods for the capitalists. The so-called “free labor contract” and the notion that any worker is free to “start” his own enterprise is merely an “excuse” used by capitalists to justify the system and keep it running, because in reality workers receive subsistence wages, hence they will never have enough savings to start their own business. In addition, workers are forced to work long hours for which they do not get compensated. This is the generation of “surplus value” for which workers do not get to keep. The capitalists extract this surplus value from the workers. This is exploitation at its finest. If workers refuse to give up the surplus value, the law, police force, institutions and regulation are then employed by the capitalists to do so. Labor unions may help workers to an extent, but at the end of the day, they are still exploited by the capitalist class. It is also illusionary to claim that capitalists are entitled to profits due to their entrepreneurship because the game merely comes down to the fact that whichever person has the (most) ownership of the means of production will be entitled to the profits.
This therefore leads to class struggle. Workers are forever left behind in the lower class to be exploited by the capitalists in the upper, higher class. Class consciousness eventually arises amongst the workers who collectively come to realize they are being exploited by the system and the capitalists who run it. Thus, class conflict is inevitable. The workers unite for a common goal/purpose which will lead to a socialist revolution, often with the belief that the end justifies the means. In the end, capitalism will be overthrown and the means of production will be reclaimed to be taken in the hands of the workers and governments will wither away. Marx believed the socialist revolution would pave way for the transformation of society into a communist state, through “democratic means”, although it was very unclear how this would be achieved.
Although both schools of thought have their own reasoning and assumptions behind them, they are however, both too extreme in their own way. The logic in their arguments is structured in such a way which leads to biased or wrong conclusions. This is not to say that both of them were entirely wrong, but rather that they both made some good arguments and off course, some bad ones too.  First, we will start with Marxism. Marx was completely wrong about the socialist revolution(s) and the transformation into a communist state, in which governments would “wither away”. No historic record has ever shown this to have happened, at least, not in the way Marx had envisioned it. On the contrary, history has shown many times that there is instead, a tendency for a “perverted” version of the so called “socialist revolution” to take place. This version inevitably transforms into a totalitarian, authoritative state, in which the worst of the worst get on top and people end up getting suppressed in extremely harsh, twisted ways. There are strong tendencies for such events to happen because of the nature of the mindset of socialist thinkers or dogmatists. The old socialist parties who had democratic ideals and good intentions would inevitably be overtaken by the self claimed “socialist groups” who were more radical and extreme: those who did not fear the use of force and ruthlessness. The concept of “collectivism” would then, be interpreted by the radical groups in misleading ways and used to justify all actions in achieving this “perverted socialist revolution”. Thus, power becomes concentrated in the hands of the few who also happen to have the least concern for humanity as they are the ones who dare use merciless means. Hence, the system corrupts itself before it even had a chance to work. The truth is abolished, and lies fed to the people. The weak minded would be manipulated and controlled by those in power with ill-intentions. Morals would be turned upside down in the name of “the greater good; the revolution”. That is why we see such socialist revolutions producing history’s worst villains such as Stalin, Hitler, Mao, Paul Pot, Kim Jung Il, etc. Socialism as Marx envisioned would therefore be a mere dream, a mere utopia. It would be overtaken by dictatorship with Stalin-like characters in command.
 However, Marx was very much right about much of capitalism and its “destructive nature”. Capitalism is indeed very exploitative. Concerning capitalism, Marx had effectively proved classical economists wrong. First of all, you cannot assume that if the free market and invisible hand makes a trading partner better off, it therefore makes society better off too. This is a wrong assumption. The inequalities between the developed western nations and the rest of the world (or even the inequalities between Bangkok and Thailand’s poorer regions) are proof that the free market doesn’t necessary make everyone better off. On the contrary, the free market only functions to serve those who have a demand: that is, they not only have wants to buy, but MUST ALSO BE ABLE TO AFFORD IT. Capitalism merely wants to privatize gains and socialize losses. We thus see many examples of conflicts between workers and capitalists, or between capitalists and society. For example, the conflict in Maptaphut industrial area in Rayong was an example. The sweat shops in China, extremely low wages, etc. are yet examples that capitalists do not care about the living standards of their workers. Thus, free trade totally excludes those with inadequate purchasing power out of the equation. Marx was right about this. Workers (unskilled) and the lower class will forever be left behind because their purchasing power simply cannot keep up to “play the capitalist game”. The system therefore pulls resources away from those with less bargaining and purchasing strength to those who do have it. The system creates imbalances, and these imbalances in turn lead to boom and bust cycles. The 1997 financial crisis, 2008 subprime crisis of the US are modern day examples of such imbalances, in which those who have exploited others can get away with it because the law and system are structured in such a way which allows them to. The system is so intertwined that its collapse ends up hurting those who hold it up with their work and labor, despite the fact that it was those in the capitalist class who caused the system to fail. That is why we see so many people occupying Wall Street. Capitalism creates large income gaps which results in movements such as Wall Street’s occupation. Capitalism leads to the capture of the state by capitalists, thus exploitation would plant its seeds at the national level. I.e. the state is no longer run by those who represent the interests of the people, but rather, by those who represent the interests of the capitalists. Lobby groups are examples of this. Therefore, trace any politician’s financial backgrounds, and you’ll quite likely find that they are supported by key economic interest groups or large companies. This is the destructive work of capitalism that Marx had foreseen long ago. Thai politics is a classic example of the capture of the state by key capitalists and economic/business groups.
Perhaps the answer lies in a mixture of the free market and regulation. The models of socialist Nordic countries are good examples of how such harmony can be achieved. Human beings are creatures of greed, and a healthy level of regulation to keep that greed in balance, combined with a sense of community built into peoples’ conscious minds are therefore an alternative way: a new way forward into the future. The time of unethical capitalism is over.
image1.png




