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I. Defining Markets & Commodities 
1. A Definition of a Market:                                     

An institution (traditionally usually a physical 
place) where goods and services are bought 
and sold, usually and on average for an 
equivalent amount of money.

2. A Definition of a Commodity.                                  
A good or service produced not to be 
consumed by the producer, but rather to be 
exchanged or sold (in a market) to obtain some 
other desired good or service.
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3. “A Market Economy = Capitalism”
A false hegemonic and ideologically seriously 
misorienting terminology (including by most self 
identified Marxists) that must be fought. 
(Analogous problem to: “globalization” for 
neoliberalism, and “human capital” for humans 
developing productive abilities and skills.)

i. Historically completely false (another of many 
incorrect 20th century “communist movement 
education classes 101” teachings which needs to 
be corrected to allow us to understand our own 
social history).



ii. Theoretically wrong, in the sense that the 
essence of capitalism is that it is another form 
of exploitation - some people live off the 
appropriated surplus labor of others. 
And while markets are necessary for the 
circuits of capital by which capitalism carries 
out its standard form of exploitation, markets 
are specifically not where exploitation occurs 
(total social profit does not come from trade). 
To the contrary, markets are sites of exchanges 
of equivalents or buying or selling for equivalent 
money.



Three quotes by Marx: markets exchange 
equivalents, they are not sites of exploitation.
 “It is therefore impossible for capital to be 

produced by circulation, and it is equally 
impossible for it to originate apart from 
circulation”. (my emphasis, relative to my 
points) (MECW, V35, 176)

 “Our friend, Moneybags, who as yet is only an 
embryo capitalist, must buy his commodities 
at their value, must sell them at their value, 
and yet at the end of the process must 
withdraw from circulation more value than he 
threw into it at starting”. (ibid.)



 “The consumption of labor power is completed, 
as in the case of every other commodity, outside 
the limits of the market or of the sphere of 
circulation. Accompanied by Mr. Moneybags and 
the possessor of labour power, we therefore take 
leave for a time of this noisy sphere, where 
everything takes place on the surface and in view 
of all men, and follow them both into the hidden 
abode of production, on whose threshold there 
stares us in the face “No admittance except on 
business”. (cont.)



(cont.) Here we shall see, not only how capital 
produces, but how capital is produced. We 
shall at last force the secret of profit making. 
The sphere we are deserting, within whose 
boundaries the sale and purchase of labour
power goes on, is in fact a very Eden of the 
innate rights of man. There alone rule Freedom, 
Equality, Property and Bentham. … Equality, 
because each enters in relation with the other, as 
with simple owners of commodities, and they 
exchange equivalent for equivalent.” (my 
emphasis) (MECW V35, 186)



To put things simply – the problem with a 
system of producing like the US is not that it 
is a market system, but rather that it is a 
capitalist system involving exploitation, 
meaning that some people live off the work of 
others.  
The capitalist system is what needs to be 
ended for human liberation, not markets.
There is nothing in the use of markets as a 
tool for allocation for social production that 
violates any principle of socialism.



II. Planning - Economic Planning -
Socialist Economic Planning

1. A definition of Planning: the planning agent 
determines what is desired to be achieved and a 
process intended to achieve it.

“We presuppose labour in a form that stamps it as exclusively 
human. A spider conducts operations that resemble those of 
a weaver, and a bee puts to shame many an architect in the 
construction of her cells. But what distinguishes the worst 
architect from the best of bees is this, that the architect raises 
his structure in imagination before he erects it in reality. At the 
end of every labour process, we get a result that already 
existed in the imagination of the labourer at its 
commencement.” (MECW V35: 188)
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2.Economic Planning
a. The Soviet form and its modifications: material 

balances.  
Question 1: is there anything to be learned from 
the specifics of the most extensive and largest 
modifications of this in practice (Hungary, 
Czechoslovakia, and especially Yugoslavia)?
Question 2: exactly how did planning in those 
countries, and especially in Yugoslavia, differ 
from planning in China and Vietnam today?



[2. Economic Planning continued]

b. Planning for a Capitalist market economy (there 
is a very broad spectrum, consider here 3 of the  
most extreme): wartime planning in UK; wartime 
planning in US; French Indicative Planning.

Democracy and Economic Planning. The Political Economy of 
a Self-governing Society. Pat Devine. Boulder, Westview.1988

Question: Was there some defining break 
between these strongest examples of capitalist 
economic planning and current much weaker 
industrial policy, and even macroeconomic 
management (which are both clearly economic 
planning), or are these all just degrees on a 
spectrum of continuity of planning for capitalism?



3. Socialist Economic Planning
So we have seen that Capitalist economic planning 
uses both markets and material balances as tools 
where it finds them appropriate. What makes it 
capitalist planning is not its particular tools, but rather 
its goal, to build or improve the perforce of capitalism 
(as per its goal, the self-expansion of capital). 
What makes economic planning socialist planning 
likewise is not the tools it uses, but rather its goal, to 
build and promote socialism: human development run 
by society itself in its own self-determined interest.
Again to underline, the issue for what constitutes a 
socialist economy is not an issue of the use or rejection 
of markets as tools for operating the economy.



III. Market Socialism II - Market 
Socialism I - Socialism with Markets

1. Market Socialism II 
Started in East Europe after WWII, i.e. Kornai,  
Brus, Sik. Picked up and popularized by Nove in  
the West. Finally Bardhan, Romer, and many, many 
others. 
Enterprises (often cooperatively run) operate to 
make profit as they can, and government 
redistributes some (a left social democratic 
capitalism). So production governed by laws of 
capitalism, production for profit by isolated capitals.
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2. Market Socialism I
Often referred to in passing, the earlier 1920’s/30s 
“market socialism” (theoretical only) of Lange, 
Taylor, Lerner, & Dickenson. Production is the 
goal, not profits (nor can enterprises keep profits 
or distribute them among members), so not self-
expansion of capital (capitalism), and certainly not 
like what is thought of as Market Socialism today.

3. Socialism with Markets 
Has been explained. Production as part of building 
a socialist society with its goals (human 
development, etc.), markets as a possible tool.



And now for (more) questions ….
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