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SOCIALISM BETWEEN GLOBALIZATION  
AND THE MARKET: THE EXPERIENCE OF 

EUROPE, CHINA AND VIETNAM

Mario González Arencibia

Abstract: This article argues that the socialist experiences are too isolated from the world, and the 
exposed experiences of excessive form are counter-productive in the development of socialism. The 
globalization and marketization which follow the neoliberal logic are making accelerated changes. 
The socialist practice under the new background of globalization and marketization requires 
reevaluation of the socialist idea. only in this way will socialist development not deteriorate in 
equity and social justice. In this article, the point of the debate is the role and limits of globalization 
and marketization in socialist construction, which is recognized as unfinished in the polemic of 
Socialist Sciences, and brings up questions about determining the nature of socialism.
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In the ongoing discussions about alternative proposals for strategies of development 
facing the process of globalization, little is said about the socialist option in regard 
to this phenomenom.1 This may be of special concern for all projects that identify 
with the construction of a socialist society as an alternative to capitalism, which 
makes it fitting to ask if access to globalization can be an option for a socialist 
project. This article is not a finished product, but rather an initial approximation 
that can be a major challenge to those who study the Marxist methodology—leftist 
and radical—and we offer it to the interested reader, who may find more questions 
than answers.
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Assuming that the cited aspects are taken as points of departure, it becomes 
necessary to reflect upon various questions: What socialist concepts should be 
abandoned to transform socialism, considering its history of development in Eastern 
Europe, China, and Vietnam? To transform what? With what end in mind? What 
can we learn from neoliberal globalism? How, and to what end? These are the basic 
questions debated in this investigation.

Practical Concepts of Socialist Development: The Theoretical Legacy 
of Vladimir Ilyich Lenin2

From a historical perspective of socialist transformations, three basic principles of 
socialist development have produced ideas that can serve as guidelines to undertake 
a new transformation:

1. Centrally-planned socialism by the State (includes all the old socialist bloc 
nations).

2. Market socialism (China, 1978; Vietnam, 1986).3

3. State-planned socialism with partial access to internal markets (Cuba, 1989).

Identification with socialist logic is a common denominator of these transforma-
tions, with major shifts occurring from one type to another. It must be emphasized 
that this article is not an in-depth study of these changes,4 but rather an attempt to 
synthesize them in relation to globalization.

The above-mentioned practices of socialism demonstrate the range of possibilities 
of how much has changed, what has been abandoned from this conception, and 
what basic idea can be used to conduct a socialist transformation, unedited, and 
sustainable. One of these practices is the notion of a disconnected socialism based on 
a hypothetical self-reliance, or what can be called “inward-socialism,” i.e. socialist 
transitions with centralized state-planning, but which underestimate, the role of 
monetary-mercantile relations conducting the economic processes.

This has also been called “real socialism,” a term that was coined and entered the 
political and scientific vocabulary in the mid-1970s. On a theoretical level, it was 
a result of the socialist revolution and the materialization of scientific socialism to 
build a new way of life. In concrete historical terms it refers to societies that were 
created in the countries of the communist system on a global scale, and includes 
their international development and complex, reciprocal relations.5

The other notion is more “recent” and basically related to practices of market 
socialism developed by China and Vietnam. It unfolds by “allowing the market,” 
the idea that (directed) market forces can provide the material basis for a socialist 
transformation. Under market socialism, the socialist economy is a modality of 
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mercantile economics and obeys economic principles of competition in the market. 
Its theoretical-ideological content dates from the petit-bourgeois utopias in the 
second quarter of the 19th century; its main idea was to achieve socialism without 
changing the society of small private producers of goods. It also dates from the 
abstract models of socialist economy of the 1930s, based on limiting socialism to 
the current levels of open competition with elements of a planned economy.6

The most important theoretical premise of market socialism is to delineate 
proportionate ratios of production and distribution in accord with levels established 
under conditions of free competition and fluctuations of supply and demand; in this 
sense, the market is the dominant theme, while the economic role of the state and 
its functions in terms of Planned Economy are differentiated as forces apart from 
socialism and, as such, are contained within rigid margins.

Theorists of market socialism operate under concepts of ownership of businesses, 
but the nature of the same varies, according to the ideological tendencies of the 
interpreter. In the anarcho-syndicalist mode, the basic administration of the business 
is transferred to the collective, which becomes the owner of the means of production. 
In the technocratic variant, the manager is assigned the main leadership role to run 
the enterprise, as well as many functions of a proprietor.

Although the idea of the application of market socialism is quite “recent,” it 
was evident in writings by Vladimir Ilyich Lenin, sharply observing some of the 
conditions that should be considered when introducing the market into a socialist 
economy. Lenin speculates that “a Proletarian State—without changing its essence—
can allow commercial freedom and the creation of capitalist relations of production, 
but only within limits and only under regimented conditions by the State (vigilance, 
control, determination of forms, order).”7

Lenin’s concept rests on assumptions that a transition to socialism “doesn’t 
necessarily deal with ending the old economic and social structure, commerce, small 
businesses, or capitalism, but with their revitalization, and gradually dominating 
them cautiously and submitting them to state control.”8 He also emphasized that 
“the success of regulation doesn’t depend merely on state power, but even more, on 
the maturity of the proletariat and their level of culture.” He also stresses that “even 
with a successful regulation, there subsist distinct irreconcilable class contradictions 
between labor and capital.”9

Lenin’s ideas suggest that a socialist transition can use the tools of the market, 
regulated by the State, to determine the order and forms of action through vigilance 
and control… not only of priority for the State, but also for the political, ideological, 
and cultural preparation of the working masses who will confront the process. 
Lenin also makes clear the irreconcilable contradictions between labor and capital. 
This facilitates the process of thinking about developmental processes of socialism 
connected and disconnected to the market and the logic of globalization. Which 
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amounts to asking: Where are (or were) the advances or reversals of socialist 
transformation connected or disconnected to the dynamics of market and the external 
logic? The purpose of the rest of this article is to explore these issues.

Socialism Connected and Unconnected to Globalization:  
Eastern Europe and the Former USSR

The idea of socialism disconnected from the market and the logic of globalization 
was concretized through the example followed by the old socialist countries of 
Eastern Europe, the former USSR and most of the nations of the International 
Socialist System, which based the construction of socialism on a single model, in 
detriment to the particular and detached from individual national realities. In those 
countries, the formation of productive forces disconnected from the international 
contemporary system of production accumulated much inefficiency on the social-
economic levels and the political super-structures as well.10

The idea is that socialism remained isolated and never created “real” interna-
tionalized systems of massive means of production. “Socialist” economic ties were 
restricted stringently and remained on the margins of national borders of countries 
that were historically the most economically backward nations.11

This setting tended to eliminate all forms of private capital, and there were very 
few laws concerning matters of State capitalism (mixed capital, partial or total 
leasing, and so on). This type of socialism was also characterized by paternalism and 
a lack of creativity, coupled with a system of distribution that ignored differences 
between individuals and the law of distribution adjusted to labor, and caused social 
inertia and passivity of the human factor.

Due to inefficiencies accumulated by the Soviet system—considered as the 
prototype for international socialism—attempts to transform it began in the 1960s, 
but were paralyzed by internal and external conflicts and pressures from diverse 
avenues of globalization. Bear in mind that the first half of the 1970s, a period 
characterized by the deep crisis in the capitalist world in 1973–74, coincided with a 
downturn and reshuffling of the European economies. There was an erratic response 
to this turbulence by the socialist system, and the individual socialist countries acted 
in isolation, without consulting their associates in the Comecon (the Socialist Bloc’s 
economic organization).

This produced uncoordinated national policies which reduced their investments 
as palliative measures against external imbalances; meanwhile, their levels of 
consumption increased. The impact of the reduced investments had catastrophic 
results—a paralysis of their developmental projects, the postponement of others, 
and a fragmentation of new investments.
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In addition, they held back any new investments for developmental projects. 
Instead, they promoted renovations and modernization of their existing technology; 
the limitations on investments stifled the intensive growth of their economies, which 
depend upon infusions of projects and new technologies to offset the chaos of 
globalization. In other words, their measures were contrary to what could have 
provided necessary rapid accumulation to balance external imbalance through 
structural changes.

This judgment is tempered by the fact that their investment growth was more 
pronounced for machinery and construction, while they restricted imports from the 
most advanced capitalist countries. These policies were in place from 1975 to 1983, a 
period of major restructuring of the technological base in the centers of globalization.

The isolation from the world economy had negative impacts on the socialist 
economies of Europe, because: international changes produced by new forms of 
capitalist accumulation accelerated the technological obsolescence of the socialist 
countries; they lacked the essential resources due to restrictions on imports from 
areas of globalization. Consequently, they were void of the latest trends in scientific 
developments. It wasn’t until the 1980s that there was increased awareness of the need 
to transform the patterns of European socialism, which had its major surge from 1987 
to 1990, when the political representatives of the system underwent a profound and 
fatal political metamorphosis in their conceptions of socialism. The dominant theme 
in the period was the freedom and spontaneity of the market, without state control. 
The prevalent mood was to make a connection to globalization via a revamped 
socialism. Now we must ask: What was the resultant effect of this connection?

Its effect was a confused governmental notion of a market socialism that adopted 
the logic of globalization, and that created the possibility of an intensive privatization, 
initially of the State and by the State, and later of a massive privatization. The 
government was penetrated throughout by internal and external oligarchic structures 
whose main objective was to depart from the fundamentals of socialism. They took 
over the areas of foreign commerce and the business sector and substituted state 
and social property to benefit this oligarchy.

Within this historical framework, the Communist Party of the Soviet Union 
forfeited its protagonist role and produced a crisis that undermined the legitimacy of 
the system. Looking at today’s Russia, former members of the old soviet government 
comprise 75 percent of the presidential social milieu, 61 percent are in the entre-
preneurial sector, 57 percent of the party’s present leadership come from the old 
guard of the ex-USSR, and a whopping 82 percent comprise the current regional 
elite with similar backgrounds, whereas the government consists of people who 
proceeded from the old apparatus.12 Consequently, the system was dismantled by 
its leaders, and this undoubtedly produced a rejection of the “socialist model” by 
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paving the way for socialism’s downfall in Eastern Europe and the former USSR, 
and for the “triumph” of global neoliberalism.

A possible conclusion of this analysis is that market socialism in Europe—as 
it was linked to globalization—was a failure because of internal misconceptions 
and the overwhelming influence of the neoliberal ideology in accelerating the 
process of privatization, so that the basic result in the European nations has been 
the appropriation of their economies by the transnational globalization. The result 
has been the transition from socialism to capitalism in Eastern Europe and the former 
USSR—the exact opposite of the expectations of the countries that wanted to reap 
the “benefits” of neoliberal globalization. In terms of scientific progress we share 
the views of other authors, that:13

• Far from consolidating the bulk of their scientific potential and benefiting from 
the “advantages” of globalism’s dynamic, it has eroded below the necessary 
“critical mass” level.

• These nations lost the creative edge of technical and scientific culture formed 
during socialism’s evolution. In this regard, they lost the capacity to generate 
techno-scientific progress and innovations, and the ability to produce and 
sustain further development; they are characterized by underdevelopment and 
are subject to comparatively static growth, i.e. they became a cheap source 
of labor.

• Within that context there is an evident lack of governmental policies, strategies 
or prospects on behalf of the national patrimony of culture and creativity of 
these countries, for the sake of a systematic competition that saps their ability 
to negotiate with globalization; their incorporation into the European Union, 
or into the G7 circles (as in the case of Russia), happens through the same 
“door” that was used by the less developed countries.

• The effect has been that the passive neoliberal pattern of the governments of 
Eastern Europe and ex-USSR has been detrimental to organic development 
and has subjected their peoples to conditions of uncertainty.

Market Socialism of China and Vietnam in a Globalization 
Environment

The second variation of socialism is the idea of transforming the centralized 
system of planning into a socialist market economy. This was proposed by Deng 
Xiao Ping in the 3rd Plenum of the XI Central Committee of China (1978). He 
proposed to “launch the new great march of socialism”14—the four modernizations, 
in agriculture, industry, defense, science and technology—and introduced new ways 
to open the doors to the outside world. The goal was to move toward a decentralized 

WRPE 2-1b text   110 03/05/2011   08:20

The World Association for Political Economy (WAPE) 
Homepage: www.wapeweb.com  Email: wapemember@vip.163.com

CC BY-NC-SA 3.0



SoCIaLISM BETWEEN GLoBaLIzaTIoN aNd THE MaRkET 111

WRPE 2.1 Produced and distributed by Pluto Journals WRPE.plutojournals.org

economy by using the market and foreign capital. The main proposition is that 
market forces, privatization and foreign investments led by the Communist Party 
can be transformed for the construction of socialism.

Socialist transition in China had been the subject of an intense polemic, debated 
according to various criteria which can be generalized in the following ways: “war 
communism”; “centrally planned economy”; the “model of the completion of the 
planned centralized economy”; the “organic merger of the plan and the market” 
and “market socialism.”15

• On the treatment of the relationship between Plan and Market, several points 
of view dominated the talks. One group held that a planned economy is the 
essence of socialism, that the need to stimulate the production of goods and 
make changes doesn’t mean that socialism is to be identified with market 
economies.

• For others, the socialist economy is dualistic, with features of a planned 
economy and the market; it creates monetary-mercantile relations; it is 
planned, but is based on the production and exchange of goods. In that sense, 
market economy should be a basic element of socialism.

• Concerning regulation through planning and the market, the opinions of the 
specialists were polarized in three major criteria. The planned form would 
apply to enterprises and construction projects necessary to the national 
economy and for raising the living standards of the whole population.

• Others argued that a planned order and a market economy are related. They 
emphasized that many goods are subject to both trends, but that planning 
operates through the market.

• At the other extreme was the opinion that regulation through planning 
presupposes weakening the mercantile factor. The socialist phase would be 
the stage for a gradual substitution of the market by the supremacy of the 
plan. A major issue was what should constitute the basic “model” to follow 
for a structural reform of the economy.

• One faction—supporters of a planned market economy—proclaimed a solid 
unity of planned mechanisms and the market. They differentiated the highly 
centralized “traditional model” from the market economy. This was expressed 
by the proposition, “the planned economy is central, regulation of the market 
is auxiliary.”

• Another point of reference was the proposition of making the market 
dependent on macro-controls at the top through planning. They made it a 
guideline, adding “levers” to “reactivate” business by using economic methods 
of indirect control, merging principles of material gain and social justice.
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• In a practical sense, according to this interpretation, one could say that the 
functioning of the economy would be determined by three factors: Direct 
planning, which wouldn’t be eliminated but rather restricted; the plan that 
would be guided by the State’s utilization of guiding levers to regulate the 
economy; and the market, which would be a partial influence on economic 
development.

• There were also supporters of a model integrated with the market, based in 
social property. Direct planning wouldn’t disappear, but be restricted and 
based on principles of social equity. Its proponents saw the need to replace 
out-dated macro-regulation derived from the “producer economic of goods,” 
with a new “model” corresponding to the market economy.

The final result of this sharp polemical debate was that China became designated as 
a planned socialist market economy at the XIII Congress.16 The Congress focused 
on ways to use the laws of market economy to strengthen the ties to globalization 
and extend the scope of their opening to the outside world. The new concept 
implemented planning in general, at the regional level, and in key economic sectors. 
Private property was to continue to grow, but state equity would remain as the basic 
principle; leeways for setting prices are to be promoted, to be determined by the 
market; the fiscal system was equalized for all businesses, regardless of their system 
of property; consumer taxes were introduced; the banking system was reformed to 
support strategic projects, the foreign sector and agriculture; the convertibility of 
the nation’s monetary system (the yuan) was to be sought, as well as curtailment 
of social security by the gradual dismantling of state property.17

Having located the theoretical aspects used to support market socialism in 
China, we can advance in our study to focus on the following question: What has 
been the effect of inserting market socialism into globalization? In the case of 
China—a nation that is viewed by many as having been “successfully” inserted 
into globalization—prospects for evaluation will vary according to the viewpoints 
of the observers, and there is also the point of view that sees market socialism’s 
potential failure.18 From an optimistic perspective,19 there is the idea that China 
achieved a tremendous social and economic success that should be considered as 
the role-model for socialism in the 21st century, and fundamental to these advances 
is that it is not a result of the application of global neoliberalism.

This criterion—that “success” indeed occurred, as predicted by the cited authors—
recognizes multiple negative effects in China that resemble the effects of neoliberal 
policies in other areas: The existence of regional territorial imbalances; failure 
to reduce poverty; inefficiency by state enterprises; environmental deterioration; 
liberalization of the means of consumption; the break-up of communes and the 
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creation of smaller units; significant reductions of state participation in terms of 
industrial production; an increased privatization, especially of small businesses.

When China entered globalization as a socialist market nation, it created Special 
Economic Zones (SEZs) and open cities as windows and bridges that allowed 
foreign investors to enter into China’s market and channel investments to other 
regions. These experiments produced successes, but also many adverse effects: 
they were unable to apply the “bridge” policies as bureaucratic limitations blocked 
the flow of the economy from province to province. China was also unable to 
create a flexible system of labor and, as regional inequalities increased, there was 
an exodus of millions of peasants and growing numbers of criminals and beggars. 
The transference of technology was reduced, since foreign capital flowed mostly 
into areas of high intensity labor and low wages. All of this occurred accompanied 
by insufficient infrastructure connecting different regions, and an increasing 
deterioration of the environment.20

The previous outline implies criteria that the problems confronting China—to be 
able to perform at different levels of social development—are manifestations which 
give rise to doubts about the operational procedures of market socialism in China. 
This opinion rests on the fact that market socialism pushed market relations to the 
forefront and turned China’s working class into a cheap source of labor; fragmented 
the resources of the State for privatization, and produced environmental destruction 
and ecological disasters. In effect, the market directs the party, and not vice versa.21 
Perhaps these results are not only the effects of a politics of neoliberalism; but, 
nevertheless, important shortcomings of Chinese market socialism remain that 
will have to be confronted in the coming years, in terms of its ecology, as well as 
economic and social issues.

As to the case of the notion of market socialism in Vietnam, it was officially raised 
for the first time at the Intermediate National Conference of the Communist Party 
of Vietnam, in February 1994.22 The agenda was a part of the effort to understand 
the process of Renewal. At the conference, the concept of “a multi-component 
economy that operates according to mechanisms of the market, controlled by the 
state and with a socialist orientation”23 was unveiled. The renovation set goals of no 
longer underestimating the role of monetary market relations, overcoming economic 
and political subjectivism in conducting the economy and politics, and avoiding 
extreme bureaucratic centralism as functions of planning and economic regulation.

Outwardly, Vietnam’s opening was based on the argument of combining the 
nation’s forces with the forces of the epoch, i.e. with the development of the forces of 
production, under conditions that they must amplify and maintain their participation 
in globalization by extending their economic, scientific and technical links to the rest 
of the world, irrespective of political systems. This vision also included establishing 
relations with international institutions and transnational corporations.
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The evaluations by specialists on studies of Vietnam indicate that under the laws 
of market socialism connected to the logic of globalization, Vietnam has achieved 
numerous economic and social successes, such as a reduction of poverty, hunger, 
inflation, and incremental growth of the levels of production. The advances have 
created a political consensus and have gained popular support. This is shown by the 
participation of 98 percent of the electorate (1998) in the parliamentary elections 
and in the peoples’ councils.24

Nevertheless, Vietnam is also accumulating difficulties due to a lack of state 
control, such as corruption, which saps incentives for foreign capital; gaps in 
mechanisms of micro and macro-economic negotiations, especially in relation to 
fiscal control and business accountability; and the inability to detect violations and 
apply judicial sanctions. These inadequacies can lead to penetration by neoliberal 
globalization through their links to important officials and other figures in the 
International Monetary Fund and the World Bank, to whose institutions they already 
owe “favors.”

Through these external economic relations, Vietnam has acquired a large infusion 
of foreign capital, but in its foreign trade the characteristics of underdeveloped 
nations as suppliers of natural resources still persist. Vietnam has expanded its 
relationship to the International Monetary Fund, the World Bank and the Asian 
Bank of Development. The result of these relations in financial terms has been to 
channel the funds into agriculture, rural infrastructures, education and health. But 
this largesse of big capital can cost the country dearly, if it is not careful. This is 
demonstrated by double-track policies of the United States towards Vietnam and 
China, in the hope that socialism will eventually disappear from these nations.

In addition to all this generosity can be observed growing numbers of non-state 
forms and the decentralization of the state sector, exposing the nation to openings 
that could lead to a peaceful transition from socialism to global neoliberalism and 
to place the nation under the influence of transnationalism, transculturalization and 
various forms of global domination. Nevertheless, the Communist Party of Vietnam 
is working on increasing transparency and, in previous analytical discussions of the 
National Assembly and the Peoples’ Councils, to preserve political and ideological 
stability and a socialist orientation in the renovation of the economy.

As Partial Conclusions, a Few Observations

1. Socialism and the laws of neoliberal subordination are contrary.
2. Socialism and economic and social immobility is a counter-productive relation.
3. Socialism with democratic participation, raised quality of life for the people, 

with justice, social equality, political and economic independence and national 
sovereignty, runs counter to that which is reproduced by global neoliberalism.
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4. Socialism and the market can lead to counter-productive relations in the absence 
of proper channels for planning, and if large numbers of the population are 
exposed to the whims of the market.

5. Both the idea as well as the practice of inward socialism and market socialism 
contain elements of the truth, but its “excessive medication” can have harmful 
effects, not only for the construction of socialism, but also for any society.

6. Economic experience has shown that the alternatives that are isolated from the 
global stage, as well as those who are exposed to maximum circumstances, are 
forced to suffer the consequences of the transformations, if they lack a solid 
economic, political, and social base, and a State that is consistent with reality.

The contradictions that were outlined in this summary in reference to various forms, 
confirms Marx’s adage that the path from capitalism to socialism is a “long and 
painful road to enlightenment.”25

Notes

 1. The socialist concept implies an acknowledgment of a system based on the control of the basic 
means of production, its democratic and participatory nature, justice and equality, economic 
independence, and solidarity and defense of revolutionary victories at all levels.

 2. The Leninist phase of development of Marx’s socialist theory is identified by three great periods: 
first, from the end of the 19th century until the triumph of the October Socialist Revolution; 
second, from the triumph of the October Revolution until the formation of the Global Socialist 
System; third, with the transformation of the Global Socialist System. Alexander Kujimaliov and 
Yuri Volkov, “Socialism and the Formation of Communism” (Havana: Editorial Ciencias Sociales, 
1979), pp. 2–3.

 3. In the literature, the norm is that (the economies of) these countries are classified as socialism of the 
market, whereas the Communist Party of China calls it socialist economy of the market. Vietnam 
uses the term: mechanisms of the market.

 4. A complete comparative analysis of socialism in Cuba, China and Vietnam was written by Gerardo 
Gómez Moreno and Ramón Hernández Godoy, “Changes and Reforms: Principal Comparative 
Instances between China, Vietnam and Cuba,” in Economy: Analysis, Proposals, Alternatives, 
Pensar en Cuba (Writers’ Collective) (Havana: Editorial Ciencias Sociales, 1998), pp. 45–96.

 5. See: Yu. Novopashin, Life Resolves Disputes: Real Socialism and its Bourgeois Critics (Moscow: 
Progress Press, 1983), p. 3.

 6. Political Economy: Dictionary (Moscow: Progress Press, 1985), pp. 384–385.
 7. For an analysis of the forms of State capitalism proposed by Lenin, to be introduced into economies 

in transition to socialism, consult: Vladimir Ilyich Lenin, “On Taxation in Kind,” Selected Works, 
Vol. 3 (Moscow: Political Literature of the State Press, 1961), pp. 601–634. “On Infantilism of 
the Left and the Bourgeois Spirit,” Vol. 2, pp. 716–741.

 8. See: Vladimir Ilyich Lenin, “The Importance of Gold, Now and After the Total Victory of 
Socialism,” Complete Works, Vol. 33 (Moscow, 1970), p. 95.

 9. Vladimir Ilyich Lenin, “On the Role and Tasks of Syndicates Under the Conditions of the New 
Economic Policy,” Selected Works, Vol. 3 (Moscow: Political Literature of the State Press, 1961), 
p. 671.
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