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Productivity Public Capital and Socialism with Chinese
Characteristics: A Comment on the Doctrine That
Capital Is Incompatible with Public Ownership

Rong Zhaozi
( Anhui University)

Summary: Chinese state-owned economy reform encourages capital rights in the form of corporations. This choice shapes
the market economy which has mixed ownership and is dominated by public capital. Some have argued that this reform is
incomplete and that corporations should seek privatization. They believe that public ownership does not meet the
requirements of the market economy logic. Others have criticized the reform’s socialistic direction because the nature of
socialismis contrary to capitalist logic. They consider public capital as “capitalism without capitalists” and believe that
capitalism will eventually return. These views are both derived from the notion that capital is incompatible with public
ownership. By combining Marx’s political economy and Chinas practice this paper responds to these misunderstandings.

First this paper reviews Marxs discourses on the demise of value ( commodity) production and its productivity
foundation in the “Economic Manuscript of 1857—1858” and summarizes them in three ways: free time becomes the
measure of wealth laborers become the supervisors and controllers of the direct labor process and labor becomes an
attractive free activity. In Marx’s view value and capital production share the same foundation which means that the
historical mission of capitalism will not be completed as long as the market economy exists. Accordingly we examine the
basic facts of global productivity development in the century following Marx and make two observations. First Marx’s
prediction regarding the trend of productivity development has been proved by history; thus there is a concrete foundation
for his prediction about future society. Second the social productivity predicted by Marx has not been fully realized and
the demise of value production and capital relations requires the further development of the global economy. Therefore no
social innovation exists beyond the mode of the market economy or the mode of “beyond capital ”.

Second based on analysis of the contradictions of socialistic public ownership we discuss the possibility and
feasibility of the existence of public capital whereby every laborer is both the owner of public means of production and the
owner of his/her own labor power. This is the dual nature of labor’s role: laborers are both a group of public wealth owners
and a group of enterprise workers. This separation determines the reality that the labor power market is still needed because
of the combination of laborers and public means of production. After 100 years of practice socialism finally chose public
capital and the market economy was dominated by public capital. This is derived from the reality of modern productivity.

We then discuss the nature and meaning of socialism with Chinese characteristics according to the reality of the
Chinese economy. Public capital dominates the process of development and reform. The strong accumulation function of
public capital was combined with the improvement of peoples welfare to create Chinas 30-year development miracle. The
rise of the Chinese economy is a powerful counter to global capitalism. The rapid improvement of 1. 3 billion people’s
standard of living neutralized the trend of global inequality and should encourage every developing country. We exploit the
innovation power of public capital and its immunity to the capitalist crisis to explore a new road of development that is “totally
different from previous capitalism”. Socialism with Chinese characteristics is a market economy governed by the Marxist ruling
party with public ownership. It is capable of breaking the limitations of capitalism developing social productivity —and
maximizing people’s long-term benefits and common prosperity. The combination of capital and public ownership is a creation
of socialism with Chinese characteristics and the innovative development of a Marxist political economy.

Key Words: Modern Productivity; Capital; Public Capital; Socialism with Chinese Characteristics
JEL Classification: B24 P26 P51
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