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Foreword. 
On the Other Side of the Global Crisis: 
Noonomy, Creativity, 
Geopolitical Economy

E xacerbation of the global contradictions in 
the world’s civilization that has long been discussed 

by leading theorists of the world is becoming increas-
ingly obvious over the recent years. Th e pandemic has 
triggered yet another economic crisis and has become, 
in itself, a global shock to the entire human communi-
ty; albeit the most relevant today, this threat is, unfor-
tunately, neither solitary nor the most dangerous one 
in the 21st century.

On the other hand, over the past decades, the boost 
in science and technology progress, development of 
NBICS technologies and “smart” knowledge-intensive 
production have become prerequisites of and increas-
ingly call for a fundamental qualitative change in the 
existing social framework; a change that may be crucial 
for survival and progress of the human civilization.

Not less severe are challenges coming from geo-eco-
nomic and geopolitical contradictions: in the new con-
ditions, another economic and political redistribution 
of the world begins. It suggests rethinking of the role 
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of national states, resurging of problems related to their 
regulatory impact on production and social develop-
ment, and changes in the role and capabilities of glob-
al supranational structures.

Th is is all common knowledge today. However, there 
is still a lack of a long-term solid strategy for combatting 
this rapid onset of problems. Experience has shown that 
the neoliberal model of capitalism is unable to provide 
a strategic answer to the challenges of our time; its capa-
bilities are limited by several decades of the 20th cen-
tury and some more decades of the 21st century at best; 
with certain reservations, it suits only for maintaining 
the status quo. Meanwhile, as it is well known, no wind 
will be fair if you do not know where to sail.

Despite the fact that these problems seem hetero-
geneous, they actually have the same root cause which 
needs to be urgently addressed today. Th is book dis-
cusses ways of addressing these challenges.

It was a weighted decision for its three authors to 
start working on it together. Over several years, we have 
been meeting and actively discussing the issues related 
to the book’s theme in scope of the permanently working 
international seminar held in a reputed Russian research 
center, Saint Petersburg S.Y. Witte Institute for New 
Industrial Development (INID) (its director, professor 
Sergey Bodrunov, being one of the authors of this book). 
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We also met at many congresses and other international 
events organized by INID at the University of Cambridge, 
in Berlin, Moscow, St. Petersburg, etc. Works by the 
three authors (S. Bodrunov, R. Desai, A. Freeman) were 
included as separate papers in collective monographs 
published by INID. Even more importantly, individu-
al fi ndings of each of us had aff ected the research journey 
of the other two. Our ideas had complemented each 
other, making the research process during the seminar 
discussions even more holistic.

As a result, we have conceived and implemented 
the idea of this book, connecting our three mutually 
intersecting lines of research.

It originates from the study of global contradictions, 
the underlying problems of technological progress, and 
search for the best ways to eliminate the escalating con-
fl icts in the social development. In the opinion of one 
of the book’s authors, S. Bodrunov, progress of the hu-
man race towards Noonomy can help resolve these con-
tradictions and embody the favorable implications of the 
modern technology. S. Bodrunov’s theory of Noonomy 
and its derivative concept of transition to the Second 
Generation New Industrial Society, NIS.2 (in contin-
uation and development of ideas by J. K. Gal braith), 
and later to the nooindustrial social framework discuss-
es the possibilities of achieving the new quality of social 
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development echoing K. Marx’s and V. Ver nadsky’s ideas. 
Th is new social order is “on the other side” of the world 
where economic relations prevail; it helps not only over-
come the current relations of market fundamentalism 
and fi nancialization, but also transform the property 
relations and other attributes of the economic existence 
into something qualitatively new, in a gradual, evolution-
al way. What is the answer to the modern challenges that 
the author eventually off ers? Th ese ideas are discussed in 
the fi rst section of this book, which is the quintessence of 
the author’s research eff orts over the last decades, during 
which many of the author’s writings, including a number 
of recent conceptual books (Bodrunov, 2016a; Bodrunov, 
2018b; Kvint, Bodrunov, 2021), were published and 
translated into many languages.

Th e author anticipates an urgent need to abandon 
the narrow economic vision of social development cri-
teria. An unrestrained craving for economic results, 
driven by the institutionalized ideals and practices of 
“the consumerist society”, promotes simulated, fake, 
imposed needs in pursuit of sales growth; hence — to 
simulative consumption, overconsumption (with sig-
nifi cant rise in poverty of the least developed regions 
of the world and social strata, as well as social and in-
ter-country inequality!) and aggravation of the envi-
ronmental crisis. Escaping the impending problems is 
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only possible through a transition to the production 
that would be based on noocriteria of reason and cul-
ture, in solidary action for overcoming the confl icts that 
can destroy human civilization, knee-deep in global and 
increasingly risky confl icts.

Th is topic is discussed in detail and methodologi-
cally justifi ed in the second section of the book by 
Professor Radhika Desai, Head of the International 
Geopolitical Economy Research Group, University of 
Manitoba (Canada). She argues that the space in which 
the transformations studied by the other two authors 
occur, requires understanding in terms of geopolitical 
economy, and this is not merely a “medium” in which 
countries are immersed, but a system of relations that 
has its own centers of dominance, economic and political 
cooperation and competition leading in some cases to 
intense economic and political collisions. Presently the 
latter is increasingly real, which exacerbates the prob-
lem of regulatory eff ects of national states on economy 
and society. In this context, the strive for power hege-
mony of some of the countries and the policy of esca-
lating competition of the others signifi cantly intensifi es 
the fundamental global problems. Such strategies slow 
down or even undermine the progress of technology, 
society and human being which is the possibility ac-
cording to A. Freeman and S. Bodrunov. On the other 
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hand, Professor R. Desai uses her concept of “uneven 
and combined development” to show the capability of 
the national states to overcome hegemonic trends in 
the global economy, especially if states switch from hos-
tility to solidarity and cooperation.

Th e latter thesis echoes S. Bodrunov’s argument: 
he sees the transition to active and purposeful interna-
tional cooperation as a way of both mitigating confl ict 
in international relations (an impending threat that has 
become an objective reality in modern conditions) and 
jointly resolving the global problems of the human race. 
Re-focusing resources from competition to cooperative 
achievement of goals determined by reason and based 
on scientifi c and cultural criteria is the only way to mit-
igate risks of the civilization’s crisis.

Th e book ends with the section written by Professor 
Alan Freeman, one of the leaders of the World Association 
of Political Economy (WAPE). In scope of the three-fold 
purpose of the book, he discusses another important 
aspect of overcoming the crisis: an increasingly wide-
spread creativity, or the authorship aspect of human 
labour; creative activity supported by the technological 
progress and potentially becoming a driving force and 
a practical foundation of the new society. One of the 
attributes of the creative economy of today is the growing 
share of people employed in creative industries, devel-
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opment of creative business and other similar processes. 
Th ese spheres, where a man performs the work that can-
not be performed by a machine (Professor A. Freeman’s 
defi nition of creative activity), generate the need for 
new social relations. Development of such creative labour 
requires expanding people’s access to knowledge and 
culture. Th ese social goods need to become a universally 
available and indispensable attribute of everyone’s life 
and eff orts.

Th ese theses are assonant with the basic ideas of the 
Noonomy theory that sees knowledge-intensive pro-
duction as the basis for the genesis of noosociety in 
which knowledge plays the key role of the product and 
starting point of the creative labour, as the human race 
evolves from “zoo” to “noo” (Bodrunov, 2018a). An 
organic connection between the new production tech-
nologies and development of education and science, 
along with the necessary growth in people’s cultural 
level, is also entwined into the fabric of the Noonomy 
concept.

Th us, the book forms a holistic picture of the on-
going civilizational crisis, and suggests a possible way 
of overcoming it. It discusses global contradictions and 
Noonomy as a possible way to resolve them, the prog-
ress of creativity as one of the foundations for this res-
olution and the deep survey of geo-economic and geo-
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political problems as the context of the civilizational 
crisis, which requires updating regulatory activities of 
national states.

Th e book is based on the texts written and pub-
lished by the authors in diff erent periods of time1, but 

1 Th e aforementioned texts include: Bodrunov, S.D. (2021) 
Noonomy as the Material Basis for a Prospective Hu ma-
nitarian Model of Public Order. Sustainability, 13 (3). 
https://doi.org/10.3390/su13031454; Bodrunov, S.D. (2020) 
Th e Global Crises of the XXI Century Reveal Con tra-
dic tions of the Current Socio-Economic Model. Socio-
logicheskie issledovaniya,(10): 146-157; Bodrunov, S.D. 
(2020) Notes on the Future: Opportunities for Integrating 
Noonomy and Geopolitical Economy Approach. Econo mic 
Revival of Russia, (2): 188–193; Desai, R. (2013) Geopolitical 
Eco nomy: Aft er US Hegemony, Globalization and Empire. 
London: Pluto Books Limited (reproduced with permis-
sion of the Licensor through PLSclear; Copyright ©2013);  
Desai, R. (2014)  Geopolitical Economy, Or How Marx 
Understood the World Order. In Bagchi A.K. (Ed.), Marx-
ism with and Beyond Marx, New Delhi/Oxon, UK: Rout-
ledge (Copyright ©2014 from ‘Marxism and Beyond Marx’ 
by Amiya Bagchi. Reproduced by permission of Taylor 
and Francis Group, LLC, a division of Informa plc. Th is 
permission does not cover any third party copyrighted 
work which may appear in the material requested. User 
is responsible for obtaining permission for such material 
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coming together as pieces of the puzzle as a result of the 
dialogue between the authors.

Authors

separately from this grant); Freeman, A. (2015) Twilight 
of the machinocrats: Creative industries, design, and the 
new future of human labour’ In Van Der Pijl, K (ed) Hand-
book of the International Political Economy of Pro duc-
tion. Cheltenham: Edward Elgar (reproduced with per-
mission of the Licensor through PLSclear; Copyright 
©2013)
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Introduction

The study of the processes developing in the mod-
ern economic system of human society gradually 

leads to understanding that humanity is on the verge 
of appearance of qualitatively new material production.

Th eorists of “the post-industrial society” have al-
ready written about ongoing and upcoming profound 
changes in the economy. However, having noticed many 
real trends of development, they drew incorrect conclu-
sions from their observations. Our research has shown 
that “the post-industrial society”, the onset of which some 
theorists proclaimed even in the XX century, is a mirage, 
but a mirage hiding (and revealing) real problems. In 
the economy, qualitative changes are indeed brewing, 
which is associated with development of qualitatively 
new technologies. However, these qualitative changes 
primarily occur in the technologies of material produc-
tion, and their active implementation should be caused 
not by the “post- industrial” rejection of industrialism, 
but by re industrialization on the qualitatively new tech-
nological basis. 

If the qualitative shift  occurs, fi rst of all, in the tech-
nologies of material industrial production, then its con-
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sequence should be the birth of the new generation of 
industrial society. We are moving directly towards the 
new industrial society of the second generation (the 
NIS.2), which reproduces in a new quality, in the spiral 
of “negation of negation” ( J.K. Galbraith’s “the new 
industrial society” — mirages of “post- industrialism” — 
the NIS.2), the dominance of industry in the economy.

But this is diff erent industry and diff erent eco nomy. 
Th e fundamental distinction is transition to knowledge- 
intensive material production, which causes the chain 
of changes in all spheres of production and economic life 
(sharp reduction of material production factors signif-
icance, and growth of knowledge importance; “accel-
eration of acceleration” of the innovative process, and 
much more). Th e increasing role of knowledge is man-
ifested not in the fact that purely intellectual activities 
displace material production or replace it (as the “post- 
industrialists” believed), but in the fact that material 
production itself becomes considerably more knowl-
edge-intensive. Th ere comes the time when in many 
products the share of “knowledge” signifi cantly exceeds 
the “material” share.

Such knowledge-intensive material production opens 
up new, broadest opportunities for meeting human needs, 
and for the development of human themselves, and at 
the same time it carries considerable risks.
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Th e modern economic structure of society, subject 
to the criteria of economic rationality, provokes the rise 
in any needs, so long as their satisfaction provides the 
economic eff ect. Hence, imposition of illusory, false 
needs on the consumer, simulation of satisfying real 
needs of a person. In production of goods and services, 
the share of focusing on such simulative needs is in-
creasing. 

With such swelling of consumption volumes, due 
to simulative needs, it is impossible to stop the increas-
ing pressure of the production sphere on the natural 
environment. Pollution of the environment with toxic 
substances, accumulation of waste, progressive disap-
pearance of species of living beings — all this is the 
result of the unwise use of rising technological power 
of humanity.

Even the nature of human is also under threat. 
Th oughtless interference in the human essence — from 
psychologically hard-headed manipulations to direct 
invasion in the body for its “improvement” or alteration 
— threatens us with dehumanization of human.

At the same time, the trend to gradual exclusion of 
human from the process of direct production raises the 
question of the ways of building man’s relations with 
the technosphere, which is becoming more and more 
“unmanned”. Will human fall under the infl uence of 
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spontaneous, uncontrolled processes taking place in this 
autonomous technosphere, where technetic beings armed 
with artifi cial intelligence “run the show”?

Th e paradoxical combination of expanding oppor-
tunities and increasing threats, which the NIS.2 brings, 
inevitably leads humanity to the bifurcation point, to 
the imminent choice — where to go next? Either there 
will be the unrestrained use of any technological op-
portunities for the sake of economic eff ect, or human-
ity will choose the path of obtaining new rationality 
focused on the reasonable use of technological power.

Th e text below is dedicated to what drives us to this 
civilizational fork, and what will determine our choice.
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Part 1. Trends in Development 
of Industrial Production

Chapter 1. Production remains material, 
but becomes knowledge-intensive

We see that, despite the changes in mate rial pro-
duction over the past century, it is industrial 

technologies that were and remain the main vehicle of 
the economy, which is still dependent on industrial pro-
duction. Th e latter ensures continuous growth of labor 
productivity in material production on the basis of sci-
entifi c and technological progress, creates the opportu-
nity for employment growth in the service sectors.

Not only preservation of signifi cance of the produc-
tion industrial core, but also growth of its signifi cance 
remains an immutable fact of the world economy de-
velopment. And it is the move of industrial production 
onto the qualitatively new technological level that will 
determine the face of the economy in the future. Look: 
Trump canceled many of Obama’s decisions that he 
considered unprofi table for the United States — many, 
but not those that stimulated, despite the crisis period, 
large-scale industries to return from Asia and Latin Ame-
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rica to the USA. For President Obama’s initiatives, see 
(Th e White House, 2012) 

Moreover, Trump dramatically strengthened these 
measures! Even more, as part of the fi rst steps of the new 
American president, who, unlike his predecessor, un-
derstands how the real economy works. Th e new tax law, 
which passed through the Congress and was signed by 
the president on December 22, 2017, in order to stimu-
late businesses to return to the United States, reduces 
the corporate tax from 35 to 21% (Gale et al., 2018).

Th e need for abandoning thoughtless curtailment 
of industry or transferring it to less developed countries 
has already been realized by the leading powers, and the 
reverse process is launched. At the same time, according 
to experts, reshoring (production facilities return to the 
country or creation of new ones) occurs in those indus-
tries where the high level of management control is re-
quired to comply with quality standards (in production 
of highly intelligent products, for example, for military 
purposes); in industries for which observance and pro-
tection of copyright and patents are extremely import-
ant, and, fi nally, in industries that are most sensitive to 
automation and robotization technologies of production. 
Th e most modern technologies (3D printing, digitali-
zation) create additional opportunities for reshoring 
(De Backer et al., 2016: 28–29).
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Th e world is entering the era of the next — 4th — 
industrial and technological revolution, and the new 
technological paradigm. It is obvious that, in the future, 
those economies will be competitive which will be able 
to take leading positions not in the fi eld of extraction 
and sale of natural resources, but in the fi eld of high-
tech develop ment and application, and which will be 
able to ensure quality of human capital capable of im-
plementing them. Economic leaders of the future are 
technological ones. 

Dominance of the industrial production mode de-
termines the wide scale of technological application of 
scientifi c knowledge, constant changes in the techno-
logical basis of production. Th is leads to expansion of 
opportunities for meeting needs of people (and not 
only material ones), and forming fundamentally new 
needs. It results in changing human life parameters: the 
content of industrial activity, the level of qualifi cation, 
education, culture, features of everyday life, the whole 
appearance of the social environment and, ultimately, 
the social structure.

Development of service sectors in the fi elds of R&D, 
education, healthcare, computer science and telecom-
munications, professional (business) services, which are 
considered by “post-industrialists” as a symbol of “ser-
vice economy” rapid growth, depends most closely on 
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their application to material production. Th is is why, 
the sector of so-called industrial services, based on mate-
rial production processes and focused on their mainte-
nance, has recently become so considerable (Bodrunov, 
2016b: 37–44).

Th e “knowledge economy” cannot obtain the self- 
suffi  cient meaning simply because knowledge is need-
ed, fi rst of all, for its technological application in ma-
terial production, ensuring transition to new stages of 
technological progress. 

Let’s turn to the changes in technologies that have 
already become (or are becoming) the reality, and are 
taking place in the fi eld of material production. Th e fi rst 
place will be given to information technologies, increas-
ing importance of which is rightly recorded by theorists 
of “post-industrialism”. “In for mation society” and “know-
ledge-based society” are a longstanding subject of interest 
for post-industrialists (Drucker, 1969; Machlup, 1962; 
Masuda, 1983). Let us insert that, unlike the latter, we 
do not consider this to be evidence that the determin-
ing role of material production has been withering away. 
From the above-mentioned fact, we draw a diff erent 
conclusion the essence of which is continuous growth 
of knowledge intensity of material production.

We do not just register the increased role of informa-
tion, as many theorists of the information society do. 
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Th e issue of knowledge-intensive industry has been de-
bated for a long time. Meanwhile, there is a lack of cer-
tainty in understanding what “knowledge-based econ-
omy” and “knowledge-intensive industry”, though it is 
noted that “knowledge-intensive industry” relies not 
only on research and development, but also on all the 
knowledge and experience scattered in various industries 
(Smith, 2002: 5–7). So, we are meaning not so much 
production of information, but the new type of materi-
al production. Th e diff erence is considerable. According 
to the practice of modern global economy, creation of 
information oft en turns into production of information 
noise, economic resources are used to generate signs, 
simulacra of useful goods. Philosophical analysis of false 
social values production is given in the works (Baudrillard, 
1968, 1970, 1972). How real goods simultaneously ac-
quire properties of simulacra is shown in the work: (Bu-
zgalin, Kolganov, 2012). Th e simulacra production does 
not just distort the structure of needs, but creates the 
special sphere of market relations which polarizes pro-
duction for wasting resources, instead of contributing 
to labor productivity growth, human qualities develop-
ment, and social and environmental problems solution. 
Th is “informatization” ultimately leads to virtualization 
of social life, destroys the human persona, human’s spir-
itual world, social ties, unity of peoples and states.
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Knowledge intensity of material production technol-
ogies is the process that critically synthesizes achieve-
ments of industrial and information economy. Th e crit-
ical synthesis is expressed, in particular, in the fact that 
in high-tech production, operations and processes be-
gin to hold cards, and human acts not as an adjunct of 
a machine (machine tool, conveyor), but as a carrier of 
knowledge transformed into technology, human “stands 
beside the production process” and “relates himself to 
that process as its overseer and regulator” (Marx, 1857–
58/1975: 91; Marx, 1857–59/1969: 213). It is the case 
when it is possible to talk about material production 
knowledge-intensity, and knowledge-intensity of its 
product. Th ese conclusions resonate those of Alan Free-
man. He points to increasing share of intellectual creativ-
ity in modern technological processes in comparison 
with material components of the production process, 
and at the same time emphasizes that this creative ac-
tivity is supported by material conditions of production 
(Freeman, 2015: 358).

Main features of this fundamentally new type of ma-
terial production are:

• continuous growth of the information compo-
nent, and reduction of the material component, min-
iaturization, the trend to use less energy, materials and 
funds for manufacturing products;
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• peculiar features of the production process, and tech-
nologies development trends (fl exibility, modularity, 
unifi cation, etc.); 

• the network structure model replacing vertically 
integrated structures;

• application of modern methods to organize pro-
duction and management (just-in-time, lean-production, 
etc.) (Ohno, 1988; Wadell, Bodek, 2005; Malakooti, 
2013; Tillema, Steen, 2015);

• environmental friendliness, and focusing on new 
energy sources;

• development of qualitatively new technologies in 
material production, transport and logistics (nanotech-
nologies, 3D printers, etc.);

• reduction of traditional processing industry sig-
nifi cance due to spread of additive technologies;

• emphasis on quality and effi  ciency.
Application of new knowledge in production is the 

increasingly accelerating process, which is due to grow-
ing synergy of the useful eff ect (inherent to knowledge 
as a phenomenon). As a result, knowledge-intensive 
production makes it possible to satisfy growing needs 
faster. A higher level of new technologies requires less 
money, materials and energy, which creates an oppor-
tunity to lower resource consumption for satisfying a 
conditional unit of human needs. 
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Here, perhaps, it would be suitable to give some 
comment on the issue of reducing energy intensity. Th is 
situation is somewhat special, and the tendency to reduce 
energy intensity here, at fi rst glance, is not obvious. 
Indeed, it should be noted that, expanding production 
volumes, transition to new technologies demonstrated 
for a long time a generally reverse process: the industry 
development history has still proven that it is based on 
searching for new ways to expand access to energy sourc-
es, increasingly powerful — up to nuclear ones. And 
the situation has worsened, with transition to informa-
tion technologies. 

Few people pay attention to the fact that to fi nd an 
answer for one query in a search engine, as a whole, en-
ergy enough to boil a liter of water is wasted. For mining 
bitcoins, miners spend amounts of energy comparable 
to the energy consumption of factories. And today, elec-
tricity generation requires a lot of other resources. 

But the thing is that, fi rstly, searching for an answer 
to the same query earlier would also require considerable 
eff orts and costs, and, secondly, — and this is the main 
thing, — it is about the fact that this situation is taking 
place today (!), with current technologies. In this con-
nection, it is necessary to understand what is the fun-
damental trend of their development. Th e human brain 
consumes only 10W, processing the amount of infor-
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mation that is not available to all together existing com-
puters on the planet! Nature is much more economical 
than we are: in terms of energy effi  ciency, its “technol-
ogies” are still billions of times more effi  cient than ours. 

Th erefore, the main course in technologies develop-
ment in the aspect of energy consumption is approaching 
“natural” technologies, embedding in natural energy ex-
change chains. Th is will allow both reducing costs of other 
components for producing the energy itself, and coming 
close to solution of “resource consumption” and ecology 
problem. And, thirdly, we are still meaning energy con-
sumption not in general for all material production, but 
for a unit of production. And here it is already obvious 
that, in terms of “unit-function”, manufacturing of one 
gadget requires less energy resources than manufacturing 
products implementing the same functions separately. 

Th us, at some point, in many products, the “know-
ledge” component begins to signifi cantly exceed the 
“material” one. Our graph well illustrates this conclu-
sion, its curves intersecting, showing specifi c weights 
of material and intellectual costs in the total production 
costs (see Figure 1)1.

1 Th is graph was called “the Bodrunov Cross” during the 
discussion at the session of the Department of Social 
Sciences of the RAS (Greenberg, 2016: 155).
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Figure 1. Th e process of historical change in the ratio 
of various components of the product

Source: (Bodrunov, 2016c: 11).

And now we can already see this in many ways, the 
moment has come1. Let us consider, for example, such 

1 Th e author, together with the team of  Witte Institute for 
New Industrial Development (INID), carried out appro-
priate calculations of the dynamics of the intangible costs 
specifi c weight in the automotive industry. Th e lack of com-
parable data for long periods made these calculations not 
quite correct, so they are not presented here. However, they 
provide suffi  cient grounds to confi rm the general trend.
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a thing as an iPhone. According to the World Intellectual 
Property Organization, its material components amount 
to only 22% of the iPhone7 cost (World Intellectual 
Property Report, 2017: 102). And in the cost of these 
components themselves, the “material share” of the cost 
is probably also only about a quarter. Ultimately, the 
share of material costs have been limited to 5–6%. Th ese 
ratios of the material component and the knowledge 
one are characteristic of most high-tech industrial prod-
ucts, and clearly indicate emergence of the correspond-
ing trend. Meanwhile, application of the ever-increasing 
amount of knowledge for development and use of new 
technologies leads to reduction not only in the relative 
share of material costs, but also decreases them in absolute 
terms. For example, in 1973, the fi rst Motorola mobile 
phone weighed 1,135 g, and modern smartphones — only 
110–120 g (Smil, 2013: 127).

Development of this trend leads to reduction in 
demand for resources; accordingly, positions of resource- 
producing countries in the world economy will change. 
From the standpoint of the natural resources world bal-
ance, this is reduction in the load on their natural reserves, 
the opportunity of development while maintaining (and 
restoring) balance with natural environment.

Under all mentioned above, I would like to empha-
size once again: it is knowledge that will become the main 
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resource of the future time. Today, oil, gas, and wood are 
considered traditional resources that are important, 
and there is struggle, competition, etc., for them. Figu-
ratively speaking, the future competition will unfold 
neither for wood, nor for fi rewood, but for ways to 
kindle them, for example, for such a way of burning 
them, so that people might get maximum energy as a 
result. And there will be less energy needed for the same 
production per unit of production, so new, less re-
source-intensive technologies will also be created and 
applied. Knowledge-intensive production provides on 
the basis of know ledge- intensive technologies manu-
facturing of a knowledge- intensive industrial product 
that allows satisfying people’s increasing needs, includ-
ing in customized products, unlike mass production of 
standard products of the fi rst-generation industry. Pro-
duction of this type cannot be provided without the 
high level of knowledge-intensity of all its components 
— materials, labor, organization of the production pro-
cess and — we emphasize this especially, — the techno-
logies applied. Knowledge in its explicit, “pure” form, 
as the main resource of industrial, technological and 
social development, come to the fore and since then 
will remain there forever. 
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Chapter 2. Where are modern technologies 
leading us? 

Now the world has launched the active race for 
new knowledge enabling the breakthrough in 

many new areas of technological development. Bio-
technologies, genetic engineering, alternative energy, 
nanotechnologies, additive, cognitive and social tech-
nologies are actively developing as a suprastructure of 
the traditional machinery world. Transition to “hybrid” 
technologies1 is also developing. Th ey use various com-
binations of machine and non-machine technologies 
together with information technologies as a tool for 
regulating and directing natural processes to achieve 

1 On 04.02.2018, the Google search engine issued 714,000 
links to the query “hybrid technology” (in Russian), and 
497,000,000 links to the query “hybrid technology” (in 
English). And on 17.11.2019, there were 14,100,000 links 
to the query “hybrid technology” (in Russian), and 
641,000,000 links to the query “hybrid technology” (in 
English). Th ey mention hybrid technologies in the fi eld 
of industrial processing, in the automotive industry, in 
medicine, in the fi eld of artifi cial intelligence, in pre-sow-
ing seed treatment, in security of electronic systems, in 
nuclear desalination plants, etc. It is hard to assume an 
area where hybrid technologies cannot fi nd application. 
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goals desired by human, opening the door to the new 
technological revolution. 

When determining the strategy of industrial devel-
opment, it is necessary to remember that changes in 
material production will be of systematic and holistic 
interrelated nature. We will highlight some of the key 
changes to be taken into account in course of creating 
the new industrial system corresponding to cutting-edge 
achievements in science and technology of the XXI century. 

Let us list main features in development of the in-
dustry of the near future:

• updating the content of technological processes;
• changing the structure of industrial enterprises 

(micro-level);
• changing the sectoral structure of the industry 

(macro-level);
• changing approaches to setting up / localizing 

production sites;
• forming new types of industrial cooperation;
• enhancing integration of production with science 

and education;
• transiting to the ideology of “continuity” of in-

novation processes in production;
• establishing new economic relations and institu-

tions aimed at industrial / scientifi c and technical prog-
ress.
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Renewal is necessary in the content of technological 
processes; the structure of industries and location of pro-
duction sites; the internal structure and types of cooper-
ation between production facilities and their integration 
with science and education; economic relations and 
institutions that ensure the progress of the fundamen-
tally new material production.

It is impossible to limit ourselves to just mastering 
product-making technologies meeting present-day re-
quirements. New standards must be applied in the areas 
of products qualify management, production manage-
ment, logistics and human resources. Th e changes should 
aff ect all elements of the production process: its setup, 
technological base, product and, of course, the nature and 
quality of industrial labor. For instance, in the fi eld of 
changing the nature and forms of organizing industrial 
production, it is worth paying attention to the trend 
towards individualization of production, which has been 
improving its positions since the end of the XX centu-
ry, and organization of customized work. 

Of special signifi cance is the principle of individu-
alization of production and its modular character in 
such high-tech areas as machine-building, civil and mil-
itary aircraft  building, heavy machine engineering, etc. 
Individualization of production and establishing con-
tacts between manufacturers and individual consumers 
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is in line with applying modern information and tele-
communication technologies. Th e Internet growth has 
led to large-scale dissemination of online venues for 
B2B and B2C communication. Th us, the eff ective tool 
for direct communication between the customer (con-
sumer) and the manufacturer was created. In combina-
tion with broad-scale development of fundamentally 
new technologies (virtual design, computer visualiza-
tion, 3D printing, etc.), in the near future, this will al-
low creating customized industrial products made prac-
tically waste-fr ee, and almost instantly delivered to the 
consumer.

At the same time, individualization of production 
will facilitate transition to network principles of orga-
nizing not only business, but the whole process of mate-
rial production. Th is will allow creating and expedi-
ently changing confi guration of interaction between 
manufacturers and sub-suppliers, as well as with sub-
contractors and outsourcers in general. Th is foundation 
will help adapt the manufactured product to consum-
ers’ individual requirements, and then switch to new 
products targeted at other consumers or users, other 
markets, etc. In its turn, the network organization 
will facilitate broader individualization of produc-
tion, and these processes will acquire the avalanche- 
like character. 
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For assessing parameters of this technological break-
through, we use the approach based on the theory of 
technological paradigms, developed by Academician 
S.Yu. Glazyev together with Academician D.S. Lvov 
(Lvov, Glazyev, 1986). 

Th e specifi c feature of the fi ft h and the sixth techno-
logical paradigms is practical application of scientifi c know-
ledge. Th ere has even appeared a special notion (know-
ledge-based economy) to describe this phenomenon. Scien-
tifi c knowledge has been taking up an increasingly large 
share in the added value. Hence, the term “innovation”, 
which refers not to a simple novelty but a novelty achiev-
ed by means of applying scientifi c know ledge.

Today, we are in the process of transiting to the sixth 
technological paradigm: this is the world of biotech-
nics, nanotechnologies, robotics, new medicine that 
will signifi cantly increase life expectancy and quality, 
virtual reality technologies, etc. Th e contours of tech-
nologies to become the basis of the economy of the 
future begin to appear. According to experts, the sixth 
technological paradigm started to take shape in 2010–
2020, and, if the current pace of technological and eco-
nomical development continues, will enter its mature 
stage in the 2040s. Aft er 2020–2025, there will be a 
new scientifi c and technical and technological revolution, 
the basis of which will be formed by developments syn-
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thesizing achievements in the basic (and, possibly, some 
other) areas listed above.

For now we cannot predict which specifi c social 
shift s this technological revolution will lead to, because 
even the structure of its basic technologies has not been 
clear enough yet. One thing is certain: the sixth techno-
logical paradigm, even more than the fi ft h one, will be 
based on generating scientifi c knowledge and its applica-
tion for manufacturing knowledge-intensive products. 

Th e knowledge-intensive material product is a new 
quality of the main resource and result of the new in-
dustrial economy of the XXI century. It has features of 
an informational product and an “ordinary” material 
one. From the former the knowledge-intensive product 
inherits the information component and many of its 
attributes and problems, and from the latter — real, 
measurable utility for reproduction of the material pro-
duction proper and the human qualities required for 
that purpose. 

Specifi c features of the knowledge-intensive prod-
uct can be defi ned using the notion of “(complexity) 
level of the product”1. Th e general trend for development 
of industrial production is considerable decrease of us-
ing “natural” energy and natural forces for production 

1 See this notion defi nition in: (Bodrunov 2016b: 13–14).
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purposes. Th is usually leads to reducing consumption 
of raw materials and other materials used in production, 
while the share of knowledge in the product structure 
increases dramatically. Ultimately, it is the knowledge 
implemented in the product that determines its level, 
consumer properties and features or its ability to meet 
increasing human needs. 

Integration, convergence, mutual infl uence of in-
formation, bio-, nanotechnologies and cognitive sci-
ence are of particular signifi cance. Th is event has been 
named NBIC-convergence (the abbreviation by the fi rst 
letters: N — for nano; B — for bio; I — for info; C — 
for cognitive). Th e term was introduced in 2002 by 
Mihail Roco and William Bainbridge, authors of the 
most signifi cant work in this area — the report “Converg-
ing Technologies for Improving Human Performance”, 
prepared by the World Technology Evaluation Center 
(WTEC) (Roco, Bainbridge, 2004: 1). Th e report fo-
cuses on peculiar features of NBIC-convergence, its 
role in the world civilization development, and its evo-
lutionary and cultural signifi cance. 

Taking into consideration the aforementioned in-
terrelations and the multidisciplinary nature of modern 
science, we can expect future merger of NBIC-sectors 
into a joint scientifi c and technological fi eld of know-
ledge. 
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Th is new fi eld of knowledge will be studying almost 
all levels of organizing matter: from the molecular na-
ture of substance (nano) and the nature of life (bio), to 
mind (cognitive) and processes of information exchange 
(info). 

To summarize, distinct features of NBIC-convergence 
are:

• intensive interaction between the aforesaid scien-
tifi c and technological fi elds; 

• considerable synergistic eff ect; 
• comprehensiveness of interrelated subject fi elds 

of human inquiry, from the atomic level of matter to 
intellectual systems; 

• identifi cation of prospects for qualitative growth 
of technological capabilities of individual and social 
development of human (Pride, Medvedev, 2008: 104). 

Convergent (hybrid) technologies breathe second 
life into the industrial method of production, combin-
ing machine and non-machine principles of infl uencing 
nature to create products meeting human needs with 
the minimum possible use of natural materials. Th e new 
printing technology integrated with information tech-
nology and virtual reality tools opens up great capabilities 
(3D printing). Here, the shift  from distractive (subtrac-
tive) technologies based on cutting, shearing, and grind-
ing the material from the source workpiece to additive 
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technologies based on adding or combining source ma-
terials is outlined. Among such technologies, it is 3D 
printing — the system of layer-by-layer building of raw 
materials based on the use of three-dimensional com-
puter models of the fi nished product — that rapidly 
gains specifi c weight. Th is may lead to fast increase in 
spreading additive technologies, and decrease of the 
share of the traditional processing industry. 

We would like to recall, among traditional indus-
trial technologies, there are also ones that could be labeled 
as additive: casting, sintering of building materials, pow-
der metallurgy. Now, capabilities of these technologies 
are combined with capabilities of 3D printing. We may 
already watch creating 3D printers capable of printing 
entire buildings and structures, or at least their large 
blocks. Assembling houses from parts made with 3D 
printers is real, and recently, in Yaroslavl, the fi rst house 
has been printed on the Russian-made printer. Moreover, 
in the summer of 2021, the AMT company starts in 
Yaroslavl construction of a settlement with the help of 
the fi eld construction printer S–300 (Spetsavia, 2021). In 
Denmark the entire offi  ce hotel was printed on the print-
er of the same company “Spetsavia” (Th e Construction, 
2017). 

Additive technologies cover an entire range of tech-
nological techniques (extrusion and jet feeding of mate-
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rials, sheet lamination, photopolymerization, product 
synthesis from powder, direct energy release at a certain 
point), and use a variety of materials (plastics, new mold-
ed plastics, metals, composites, hybrid materials, mate-
rials for metal casting, ceramics, materials for testing, 
etc.) (Prosvirnov, 2012; Th e Construction... 2017). 

Now 3D printing technologies are already com-
bined with capabilities of biotechnologies for creating 
human organs for transplantation on 3D printers. So 
far, only bioprostheses (implants) made of artifi cial 
materials are actually applied for replacing bone and 
cartilage tissues, as well as hand prostheses. Th ere are 
experiments on growing tissues of human organs (heart, 
liver, kidneys, bladder, skin), but their results are still 
practically used only for testing pharmaceutical prepa-
rations1; though, undoubtedly, these technologies are 
the future. 

Th e 3D printer market volume demonstrates fi xed 
growth at a high rate (see Figure 2 and 3). In 2018, the 
number of sold 3D printers decreased by several per-

1 See also reports on the portal of the 3d Bioprinting Solutions 
company: Interview with Yusef Hesuani (08.11.2017); 
Reports of the company’s employees at the annual con-
ference on biofabrication in Beijing (27.10.2017) http://
www.bioprinting.ru/ 
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cent, but the sales volume by value increased by 27%, 
and the suppliers’ profi t — by 44%. Reduction occurred 
in the segment of home desktop 3D printers, while sales 
of industrial and design devices show steady growth, 
and they occupy about 70% of the market (Greenwood, 
2019). 

Figure 2. Th e number of sold 3D printers

Sources: Data for 2007–2016: (Long, 2018). Data for 
2017: (Adams, 2  018). 

0

100

200

300

400

500

600

700

0

0

0

0

0

0

0

0

2007 20

0.2 0

008 2009

.5 1.8

3D print

The num

2010 2011

5.7 23
74

3Dters sales volu

mber of installe

2012 201

56
964

124

2

,

3D

me, thousands

ed 3D printers

13 2014 2

6
133

2226

412

.

, .

s of units

, thousands of

2015 2016

218

300

659

f units

2017

461



46 Section 1. Formation and Resolution 
of the Civilizational Crisis: Noonomy

Figure 3. Global 3D Printing Market, 2013–2021, 
billion US dollars

Source: (Holst, 2018) 

We can illustrate the technologies convergence with 
the new Olli1 product off ered by the American Local 
Motors company that presented to the market the un-
manned bus for mass transportation of passengers, pro-
duced on the base of the integrating information sys-

1 See the Meet Olli presentation on the Local Motors web-
site. URL: https://localmotors.com/meet-olli/. 
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tem, assembled by the robot production line from parts 
almost completely 3D-printed (Tess, 2017). Reduction 
of material costs compared to the use of traditional 
materials is estimated manyfold, of labor — by tens of 
times. As for the bus production time: 10 hours — for 
production of the complete set of parts, 1 hour — for 
automatic assembly, 1 hour — soft ware download and 
testing both individual systems and the entire product. 
In total, 12 hours of continuous work, almost without 
human participation. And for making the use of such 
a product, which is not yet quite familiar, comfortable 
for passengers, the IBM company was invited, which 
immediately off ered an IBM product — Watson (IBM, 
2016): fi guratively, a speaking guide responding any 
question (in any of the widely used languages!) to be 
heard in the passenger compartment: how long we will 
be on the road, when it is better to get out, how long 
we will stand in traffi  c jam, to call for any help, etc. All 
in all, it turned out to be a robot bus; will the passenger 
feel in it like in an ordinary good bus with an attentive 
driver? No! Th e passenger will feel even better (other-
wise the new product will not be popular!): due to the 
multimedia service, (s)he will have an interlocutor, a 
consultant, a guide, the Internet, TV and other enter-
tainments here, i.e. the opportunity to work, study, have 
fun, etc. 
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In the given example, three, if you will, paradigmatic 
(i.e. changing the paradigm of the traditional industry, 
of all its components) components of the technological 
casing of the upcoming new industrial revolution are 
used — digitalization, additive printing and robotization. 

But why exactly do these areas of technological prog-
ress form the new technological paradigm? And what 
causes the shift  from previously observed “coexistence” 
and interaction of various technologies to their conver-
gence, that is, to formation of hybrid technologies?

To answer this question, it is necessary to pay atten-
tion, fi rst of all, to modern information technologies 
and the related process of “digitalization” of technolo-
gies. Unlike all others, information and communication 
technologies demonstrate the capability to penetrate 
into any technological processes, and “digitalization” 
thereby becomes the technological platform combining 
heterogeneous technologies into hybrid technological 
processes. “...Information technologies have become a 
kind of “hoop” that unites all sciences and technologies” 
(Kovalchuk, 2011: 14). Th at is why infodigital technol-
ogies act as the core of the new technological paradigm.

Other technologies included in this paradigm are 
united, on the one hand, by their capability to converge 
with each other, and, on the other hand, by the fact that 
this convergence is aimed at implementing two main 



49Trends in Development of Industrial Production

trends characteristic of the current stage of technological 
development. Firstly, this is the tendency to displace 
man from the direct process of material production, 
and, secondly, the tendency to dramatical increase in 
knowledge intensity of the product, and to appropriate 
reduction in the share of material costs for its produc-
tion.

Application of knowledge-intensive technologies 
leads to fundamental changes that occur in such a com-
ponent of the industrial process as organization of pro-
duction. Th ere is improvement of production manage-
ment systems, transition from the product design to its 
3D modeling, optimization of transport/material/in-
formation fl ows, etc., automation/“internetization” of 
management decisions — the system administrator turns 
into the plant administrator! — and much more. 

And let me remind you, all this can be possible only 
under computer-digital control embedded into the tech-
nological processes, which implies the widest use of 
information and communication networks. And this 
is diff erent from “digitalization” imposed on traditional 
technological processes within the framework of the fi ft h 
or fourth technological paradigm. Separate, for exam-
ple, the soft ware control unit from the CNC machine, 
and you will get a traditional metal-working machine. 
But try to do the same with a 3D printer, and you will get 
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an inoperable device. Try to disconnect “Industry 4.0” 
from the Internet, and you will stop entire industries.

One can see that the capability for technologies 
convergence is provided by signifi cant breakthroughs 
in the fi eld of fundamental natural science research. 
Recently, S (for social sciences) have been quite rightly 
added to the NBIC-convergence, and it turned into 
NBICS (Spohrer, 2004: 102). In my opinion, this is the 
perfectly precisely fi xed trend of this process and, strictly 
speaking, the movement of our development. Unfortu-
na tely, the process of including social sciences in the 
NBICS-convergence currently aff ects only their applied 
aspect, regardless whether it is about the use of data on 
human speech and psychological reactions for design-
ing “human-like” or “human-machine” technologies, 
or, on the contrary, the use of the principle of organiz-
ing neural networks for modeling economic processes.

Chapter 3. Displacing man from production: 
artifi cial intelligence, “smart factories”, 
the Internet of Th ings

“Digital” technologies also independently con-
tribute to solving the problem of creating the 

actual “smart industry”, in which the dramatically in-
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creasing role of the human mind correlates with displace-
ment of man fr om direct participation in technological 
processes. “Industry 4.0”, based on interaction with the 
Internet of Th ings, becomes the prototype of the un-
manned production, which at the same time relies on 
the power of human intelligence.

Meanwhile, in developed countries, they are build-
ing strategic plans for designing the unmanned industry 
connected with the human world only by the “umbil-
ical cord” of information and communication technol-
ogies. Th e Ministry of Economy, Trade and Industry of 
Japan is planning areas for development of the Japanese 
industry based on application of information technol-
ogies, the Internet of Th ings and robotics to meet the 
challenge of the new industrial revolution, and not to 
lag behind the United States and Germany (FY, 2014: 
29–30). Th ese areas imply formation of the new busi-
ness cycle, including:

— obtaining initial data via up to date information 
and communication systems;

— processing the data by artifi cial intelligence sys-
tems;

— manufacturing products under control of the 
embedded sensors system via the Internet of Th ings, 
which is provided by automatic processing of mass-da-
ta (big data);
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— communicating with consumers also via artifi cial 
intelligence systems (FY, 2014: 26–28).

Now AI is still far enough from becoming able to 
discover new knowledge (AI can receive it by accumu-
lating and analyzing the available information, transmit 
it via ICT, but cannot be the “discoverer” of new know-
ledge). Th at is why the new technological paradigm 
imposes new, increasing requirements for human re-
search and cognitive activities. Th us, approaches based 
on technologies convergence require ensuring interdis-
ciplinarity in organization of scientifi c studies. Focus 
on convergent technologies should also cause conver-
gence in education. Th is has still been largely hindered 
by the departmental and sectoral organization of both 
science and education.

Within the framework of the sixth paradigm, due 
to application of self-learning artifi cial intelligence (AI) 
systems, cognitive technologies also penetrate in those 
areas in which there was previously no alternative to the 
use of human labor. Search, accumulation, sorting and 
comparison of information that allows making decisions 
on this basis is already available to AI systems. It is cogni-
tive technologies, due to the use of achievements of biotechno-
logies and information and communication technologies, 
that create the capability of direct human interaction with 
ongoing unmanned technological processes via human- 
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machine interfaces, human-machine systems, human- 
machine networks (Tsvetkova et al., 2017). On this basis, 
the robotics production gets a new impetus, which makes 
it more fl exible, more adaptable, more productive.

Aft er the period of rapid growth in the number of 
industrial robots, which began in the late 70s of the XX 
century, in the early 90s there was a decline, and then 
some stagnation. However, IT development has expand-
ed the potential of multipurpose industrial robots, and 
their rapid growth has resumed since 2009 (see Figure 4).

Figure 4. Worldwide annual supply 
of industrial robots, 1990–2018 

Sources: (IFR, 2015, 2019; UN ECE, 1996, 2005: 31, 
World Industrial Robots, 1998).
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Th e leading countries of the world pay the most 
serious attention to development of robotics. In the 
United States and in Japan, special bodies for develop-
ment of robotics have been established at the govern-
ment level. Th ese are the National Robotics Initiative 
(NRI) in the USA, founded in 2011, and the Robot 
Revolution Realization Council in Japan, founded in 
2015 (Sziebig, Korondi, 2015: 160). Japan, which has 
long been ranked the fi rst in the world in terms of the 
total number of industrial robots and the volume of 
their production, sets the goal of maintaining these 
leading positions, since China is now rapidly increasing 
the number of industrial robots.

Changing qualitatively under these trends eff ect, 
material production largely retains its industrial type 
in technological terms, remaining machine production. 
However, it is quite far from “the factory system”, where 
man acts as an appendage to the machines system that 
developed in the XIX century and survived until the 
XXI century. Today, before our eyes, “Industry 4.0” 
(GTAI, 2018), “smart factories”, working jointly with the 
Internet of Th ings, or the industrial Internet of Th ings, 
to be exact, appear (Boyes et al., 2018), providing both 
interaction of autonomous technical devices with each 
other, and control over them by man. For the purpose 
of controlling, the widespread use of built-in sensors 
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and systems for processing big data received from them 
is developing. Here we see the prototype of the other — 
machine, industrial, but already “unmanned” — pro-
duction. Th e fundamental distinct feature of the new 
industrial revolution is intellectualization of produc-
tion, expressed in the level of knowledge-intensity of 
production and knowledge-intensity of the product 
manufactured.

It makes the industrial method of production ac-
quire such knowledge intensity that displaces material 
costs and human labor ones into the background, al-
lowing man to practically abandon the use of their own 
physical strength in course of production, while remain-
ing, nevertheless, “inside” production, its participant, 
and, accordingly, performing labor (increasingly being 
intellectualized) functions. Th is aspect of current tech-
nologies is also pointed out in (Freeman, 2015). Th e 
achieved level of technologies intellectualization will 
fi nally allow human to leave framework of direct pro-
duction. 
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Part 2. Th e New Generation 
of Industrial Society: Expanding 
Opportunities and Increasing Th reats

Chapter 4. Transition to the new industrial society 
of second generation

The new industrial society and the economy of 
the XXI century should become “negation of ne-

gation”, the dialectical removal of both the late indus-
trial system described by J.K. Galbraith and the infor-
mation and post-industrial trends considered by D. Bell 
and his followers. What does this “negation of nega-
tion” mean? We considered above real trends of revival 
and technological renewal of current material produc-
tion. Th is analysis leads to the conclusion that the up-
coming technological and industrial revolution will 
bring the industrial society to the next stage of devel-
opment. If J.K. Galbraith’s “new industrial society” is 
considered the fi rst generation of the modern industri-
al society, then we will have to transit to the new indus-
trial society of the second generation, or the NIS.2.
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Th e NIS.2 is the society based on the new round of 
development of industrial material production. Its spe-
cifi c features are enhanced knowledge-intensity, transi-
tion to manufacturing the knowledge-intensive product, 
and acceleration of the pace of technological changes. 
At the stage of the NIS.2, processes of integrating pro-
duction, science and education that are currently taking 
place will be completed, and main production links 
based on this integration will be formed.

When transiting to the second generation of the 
new industrial society, the tendency to increasingly ac-
celerate the pace of technological changes becomes of 
fundamental importance. “Acceleration of acceleration” 
of technological development will be a characteristic 
sign of the economic system of the society to come. Th e 
pace of introducing scientifi c achievements into indus-
trial production, its components and the industrial prod-
uct is of fundamental importance since industrial pro-
duction acquires the nature of continuous innovation. 
Signs of approaching this stage of industrial production 
development are evident, in particular, such an element 
of innovation activity as technology transfer is includ-
ed in the production process as an integral element of 
up to date eff ective production activity.

Th e increasing role of knowledge-intensive tech-
nologies and their appropriate resources and produc-
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tion results, the need for accelerating the pace of their 
development and improvement cause changes in the 
macrostructure of the economy. Th e classical industri-
al system, with its absolute dominance of industrial 
production, and “the service society”, in which service 
industries displace material production, are being re-
placed by the new industrial economy of second gen-
eration. In this economy, the leading role will be played 
by sectors creating knowledge-intensive products, in-
cluding those in which this product is actually manu-
factured, as well as knowledge itself is created, as well 
as the worker who is able to master this knowledge and 
apply it in material production is formed. Th erefore, 
the foundation of the XXI century economy should be 
a complex uniting at the micro- and macrolevel: 

• high-tech material production manufacturing a 
knowledge-intensive product;

• science, creating the know-how;
• education and culture that shape the worker who 

possesses necessary knowledge and is able to apply it in 
the production process.

Th ese will be three main spheres of the new public 
production, based on material production proper. 

Of course, the role of education and science should 
not be underestimated, and we have repeatedly written 
on the topic. But we should not forget that science is 
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not just the getter, sublimator, processor of knowledge. 
Its leading role is expressed only in its application to 
material production where it functions as a conduit of 
knowledge into the technological process, and, ulti-
mately, into the industrial product. Th erefore, the pace 
and effi  ciency of introducing scientifi c knowledge into 
industrial production are of fundamental signifi cance. 
Th is implies the need, which we have repeatedly stressed, 
for the closest integration of science, production and 
education (Bodrunov, 2015). 

Th e need for ensuring continuity of innovation pro-
cesses determines inclusion of R&D units in the main 
production link. Th e same need implies constant up-
dating of the knowledge used, which means ensuring 
continuity of education for advanced training and re-
training of personnel. Th e learning process becomes 
continuous and lasts all the life long. 

Th erefore, the foundation of the XXI century econ-
omy should be a complex (see Figure 5) uniting at the 
micro- and macrolevel: 

• high-tech material production manufacturing a 
knowledge-intensive product;

• science, creating the know-how;
• education and culture that shape the worker who 

possesses necessary knowledge and is able to apply it in 
the production process.
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Figure 5. Th e economy complex of the XXI century
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tice. Th is is a person with specialized secondary educa-
tion and excellent professional qualifi cation, which (s)
he regularly improves. In conditions of this material 
production, scholars, engineers and workers become 
part not only of the production process, but also the 
process of “long life learning”, which O.N. Smolin and 
his colleagues rightly write about (Smolin, 2015: 34–36).

As a result of changes in the content and structure 
of public production, the main production link of the 
new industrial economy of the XXI century will be the 
complex integrating production, science and education in 
the single reproduction process at the microlevel. Th ese 
complexes can become the base for forming PSE-clusters 
bringing together production sites, R&D centers and 
education institutions within the framework of the uni-
fi ed infra- and ultrastructure. Th eir prototype is some 
scientifi c and industrial associations of the Soviet era 
(with critical reassessment to be required; those where 
space and nuclear projects, etc. were implemented), 
foreign technoparks and Silicone Valley type production, 
science and education complexes. Over past several years, 
clusters of this kind have been recreated in Russia too.

When transiting to the new industrial society of 
second generation, changes in the technological basis 
of production inevitably entail changes in the system 
of economic relations and institutions due to develop-
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ment of the new content and structure of public pro-
duction. Th is economy, which presupposes restoring 
features of the industrial past in their new quality, caus-
es new challenges to development of market self-regu-
lation and private property, on the one hand, and state 
infl uence on the economy, on the other hand.

Indeed, individualization, fl exibility and knowledge- 
intensity of production, broad application of the Internet 
technologies in material production and the exchange 
that follows it, increasing signifi cance of individual pro-
fessional qualities create impetuses for development of 
small- and medium-sized enterprises (SME), determines 
the need for expanding economic freedom. Th e inno-
vative entrepreneur’s personal experience, energy and 
talent are of great importance. 

In this sense the new industrial economy of the XXI 
century is negation of negation of the classical indus-
trial and early late industrial capitalism era when indus-
trial empires of Ford, Krupp and Benz emerged, and 
such industrial giants as Morozov and other leading 
Russian innovative entrepreneurs appeared. But the 
new industrial economy of the XXI century has some 
distinct features from that era. Current challenges make 
it necessary to develop many areas of the public-state 
economic system. Among top priority challenges is in-
tegration of fundamental and applied science into mod-
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ern production systems, and creation of large-scale acces-
sible programs of professional and higher education, 
with continuous in-service training for employees. 

Further come such goals as development of complex 
integrated production units (PNO-clusters) and macro-
economic integration of production, science and edu-
cation; problems of restructuring modern economies; 
problems of squeezing out hypertrophied spheres of 
intermediary services. Th ese necessitate implementing 
active state industrial policy and long-term investments 
into public-private partnerships.

Under these conditions, all other spheres of state 
regulation of the economy should be built accordingly 
(these tasks are already being performed, in particular, 
in China).

Transition to large-scale creation and use of know-
ledge-intensive products also imposes signifi cant re-
quirements on economic relationships and institutions. 
Th e synthetic nature of such products causes many chang-
es in the system of economic relations and institutions. 
In particular, ownership of these products includes the 
system of rights covering the material object itself as 
well as its intellectual component. It is no secret that 
in the cost of high-tech products, expenses on develop-
ment of technologies and protecting intellectual prop-
erty rights are comparable in size to production expens-
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es, and even exceed them in some cases. Hence, issues 
of intellectual property rights get essentially important 
in course of transiting to the NIS.2.

Th e new industry makes it necessary to shape a new 
image of the market and state regulation, as well as pri-
vate entrepreneurship and state property.

Th e new technological revolution to be going right 
now, as mentioned above, leads us to the New Industrial 
Society of the second generation (the NIS.2). Th at so-
ciety will be new indeed. First and foremost, by its nature 
of socioeconomic relations. Due to fundamentally dif-
ferent, almost infi nitely wide availability/capability of 
meeting unsimulative human needs, in the NIS.2 the 
value of the basic product appropriation ratio will plum-
met. As well as, according to the classics of Marxism, 
the main contradiction of capitalism, i.e. one between 
the public nature of production and the private meth-
od of appropriation. Production will become “separat-
ed” from man, and “appropriation” will turn into the 
act of simple and extremely accessible satisfaction of a 
need, without harming other individuals.

Th is capability emerges as the technological progress 
of the industrial production method continues to deploy. 
As the latest generations technologies evolve, man does 
not abandon the industrial process, but makes it the foun-
dation of the controlled and managed natural process. 
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Along with alteration in the technological basis of 
production, all its other components — the nature of 
labor, product, and production organization — also 
change. But the main thing to be emphasized is that all 
these changes cause alteration in economic relations, in 
the nature of property relations inherent in this new gen-
eration of industrial society.

Even at the present stage of the society’s development, 
even before transition to the NIS.2 has completed, it is 
possible to notice trends in evolution of property rela-
tions, leading to their socialization and dilution. Property 
relations, especially private property ones, were supposed 
to secure for the owner the undisputed right to own, 
use and dispose of economic resources. However, evolu-
tion of economic relations has long led to the situation 
when property overgrew with various encumbrances 
designed to ensure the owner’s public responsibility. 

Here, one can point to numerous easements in land 
ownership that allow third parties to exercise, within 
certain limits, the rights to use the land plot (the right 
to pass through, the right to access water sources, the 
right to drive cattle, the right to access coastal areas, the 
right to lay communications, etc.). Th ere are numerous 
restrictions and encumbrances of property rights relat-
ed to construction, transportation and industrial activ-
ities, associated with obligations to ensure safety re-
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quirements, compliance with certain quality standards, 
environmental requirements, etc.

Special attention should be paid to evolution of 
intellectual property relations as ones regulating the 
economic turnover of knowledge — the main resource 
of current production. Here we can see such phenom-
ena as crowdsourcing, wikinomics, free soft ware, open 
source, copyleft , etc. All this leads to developing modes 
of free access to intellectual resources. On the other 
hand, there is fairly tough struggle for intellectual prop-
erty to be “fenced”.

Th is correlates with two trends in development of 
property relations which can be traced in the today’s 
economic system: 1) conservation of existing relations, 
and 2) dilution of property rights up to the complete 
rejection of it.

Dilution of property rights is manifested in various 
forms of joint ownership and use of property, as well 
as in separating functions of ownership and use. Th e 
owner can temporarily refuse to use the property and 
transfer the right to use it to another person: rent, leasing, 
co-working, various types of shared use (co-working, 
carsharing, kicksharing, bikesharing, timesharing, food-
sharing, etc.). Th e sharing economy turnover amounts 
to hundreds of billion dollars a year. According to the 
Report prepared by the consulting company iiMedia 
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Research, only in China, in 2019, the sharing economy 
turnover reached 1.05 trillion USD, and in 2020, it may 
amount to 1.28 trillion USD (Xinhua, 2019). Th us, the 
sharing economy part may reach 8% of China’s GDP. 

Although the sharing economy has become a more 
or less noticeable phenomenon only since 2010, the sur-
vey of 30 thousand consumers conducted in 60 countries, 
in Q3 of 2013, has already revealed signifi cant interest 
in using services of the sharing economy (see Figure 6).

Figure 6. Th e share of consumers willing 
to participate in the sharing economy (2013)

Source: (Richter, 2014)
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Car sharing has the largest specifi c weight in the 
sharing economy, and its growth is one of the most 
important indicators of the entire sector development 
(see Figure 7). Car sharing growth is beyond the most 
optimistic forecasts. Th e forecast made in August 2016 
assumed that in 2025 the number of users will reach 36 
million (Statista, 2016). But already in 2018, their num-
ber exceeded 50 million! (see Figure 7).

Figure 7. Number of car sharing users 
in 2006–2018

Sources: (Statista, 2016; Svegander, 2019; Berg Insight, 
2018; Shaheen et al., 2018).
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Rapid growth of the sharing economy is supported 
by signifi cant investments in it. Th e increasing number 
of people willing to use it, without becoming car own-
ers, causes appropriate attention from business, and 
investment in the sharing economy is growing rapidly 
(see Figure 8).

Figure 8. Cumulative investments in sharing startups, 
2010–2016

Sources: (Wallenstein, Shelat, 2017:5)
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of technological changes. Th ere is no economic sense 
to acquire in full ownership devices that will obsolete 
in a few years. Oft en, the owner of such devices assume 
to the user additional obligations for their repair and 
modernization.

Another trend that also leads to dilution of property 
is fragmentation of the capital. Th e modern “economic 
theory of property rights” pays much attention to prob-
lem of splitting powers and diluting property rights. 

Th e very emergence of joint-stock ownership leads 
to even more complex splitting of property rights than 
ownership, use and disposal. Th e shareholders no lon-
ger have full ownership of the capital. Moreover, the 
body of their powers depends on the type of shares and 
the volume of the stake. 

Functions of appropriation within the framework 
of property relations have also considerably evolved: 
already in the fi rst half of the XX century, it became 
obvious that there occurred splitting of the functions 
between owners of the capital and managers. Th ese prob-
lems were studied by a number of researchers — Th orstein 
Veblen (Veblen, 1921), Adolf Berli and Gardiner Means 
(Berle, Means, 1932), Stuart Chase (Chase, 1932)1, — 

1 Th e title of Chase’s book — “A New Deal” — was used by 
Franklin D. Roosevelt in his presidential election campaign).
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even before James Burnham received undeserved fame 
as a pioneer, only fl ashing with the bright term “revolu-
tion of managers” and the statement that the capitalist 
society will be replaced by the managerial one (Burnham, 
1941: 71).

In fact, splitting ownership functions is even deep-
er than their distribution between the shareholder and 
the manager. J. K. Galbraith showed that the real use 
of the capital passes into hands of a whole army of spe-
cialists who form the “technostructure” of the corpo-
ration. But that’s not the end. Aft er all, all the employ-
ees are the end user of the capital elements, although 
each of them, of course, performs only a small partial 
function.

But along with the technological progress, robots 
and artifi cial intelligence are taking the place of “blue” 
and “white” collars. What happens to property rela-
tions when a number of functions are transferred from 
humans to technetic beings? What should be the user’s 
responsibility in the event, for example, of an accident 
caused by a robot driver? Th e owner may be held re-
sponsible for the damage. And what about responsibil-
ity for violating traffi  c rules?

Functions of use and even disposal are already be-
ginning to gradually slip away from man. Further evo-
lution in this area will only accelerate.
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Th ese processes, together with the above-mentioned 
trend to decreasing the value of owning property, lead 
to changes both in the property system and in the entire 
social structure. We can forecast with a strong indica-
tion that at the stage of the NIS.2, there will be domi-
nance of the sharing economy, and the split and diluted 
property rights one.

So, in course of transiting to the NIS.2, the owner-
ship relations system changes signifi cantly, which affects 
the entire system of economic relations. Th e nature of 
the market is changing: it is not spontaneous fl uctua-
tions in the market situation that begin to occupy more 
and more room, but consequences of complex coordi-
nated actions among persons who have diff erent and 
interrelated elements of property rights. Th e nature of 
state regulation is changing too: it starts focusing on 
bringing to consensus the complex balance of economic 
interests arising from the new nature of property rela-
tions and the new modifi cation of market relations.

Chapter 5. NIS.2: Expansion of the capability 
for meeting needs

Using opportunities of information technology, 
it is possible to integrate control over various in-
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dustrial technologies (mechanical, physical, chemical, 
biological, etc.), combining them for the purpose of 
solving extremely complex tasks and meeting more and 
more varied needs. But is the current world economy 
able to solve this problem?

Referring to the world statistics, the world economy 
is said to have been experiencing constant slowdown 
over the past two decades, except for certain regions, 
such as China, which is developing not so much inten-
sively but due to extensifi ed manufacturing of “mass” 
industrial products. However, in terms of meeting hu-
man needs, in defi ance of traditional statistics that do 
not comply with requirements of real research, the sit-
uation seems to be completely opposite. In terms of 
opportunities of satisfying their needs, humanity is like-
ly to just now enter their “Golden Age”. Carefully done 
analysis of the situation directly cries out about this! 

Let us consider any use value intended to satisfy 
people’s specifi c needs. Let us take watch as an example. 
It meets the need of knowing time. Watch cost, say, 100 
USD two decades ago. At the same time, let us suppose, 
mobile phones appeared. First mobile phones cost, say, 
1,000 USD. Man who purchased such a phone satisfi ed 
his/her need to remotely connect with the subscriber. 
Th erefore, one who simultaneously satisfi ed both such 
needs, created demand to the amount of 1,100 USD 
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(for watch and mobile phone). However, technologies 
advancement led to technological synergy. Aft er a while, 
new gadgets performed both functions — to tell the 
time and to provide mobile connection, and develop-
ment of technologies allowed reducing expenses for 
manufacturing a “single” product capable of satisfying 
both needs / functions. Let us assume, that gadget cost 
300 USD. Th us, man willing to satisfy both aforemen-
tioned needs, started to create demand to the amount 
of 300 USD. Th at is, in terms of statistics used by the 
world economy, we observe the drop in demand as it 
decreased from 1,100 USD to 300 USD. 

From the perspective of standard methods of sta-
tistics, this will cause reduction of GDP (see Figure 9). 
At this point, there may be objections: the number of 
people willing to simultaneously satisfy both aforesaid 
needs at the cost of 300 USD is much more than the 
number of those who could satisfy them at the cost of 
1,100 USD. Th is is undoubtedly true. But the number 
of people who would like to actually satisfy these needs 
at the same time is limited; hence, if such trend remains, 
the aggregate demand for these two needs created by 
people under the new conditions will be sooner or lat-
er less than the aggregate demand created by people 
who could satisfy both the needs at the cost of 1,100 USD. 
Th erefore, since the number of consumers is physically 
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limited, development of this trend will sooner or later 
lead to decline of the statistical volumetric indicator. 

Figure 9. Th e synergy of meeting 
needs in the same gadget reduces GDP

Th us, we can see fundamental divergence between 
the “accounting” picture and the reality refl ecting actual 
satisfaction of needs. If we take into account how many 
combined functions that allow meeting ever-increasing 
needs are in new knowledge-intensive products, then 
we will get no slowdown in economic growth, but (in 
terms of meeting people’s needs!), on the contrary, dras-
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tic rise in the capability of meeting people’s needs. It 
can be argued that we are currently, unbeknownst to 
ourselves, entering the era of the NIS.2, a characteristic 
feature of which will be more complete satisfaction of 
ever-increasing needs of people, due to the technolog-
ical progress.

So, we can watch evolution of knowledge-intensive 
products in terms of their growing capability for meet-
ing increasingly wide scope of human needs (the above- 
mentioned evolution from the watch and the telephone 
to the smartphone, with enormous increase in the range 
of functions). In the era of the NIS.2, the technological 
progress results in the capability for meeting many peo-
ple’s needs previously met by diff erent/several industrial 
products, now using one knowledge-intensive indus-
trial product. Th is is a good illustration of the philo-
sophical principle of mutual refl ection in the economy: 
all subjects aff ect each other in such a way that new 
needs develop at the expense of meeting previous ones. 
Technologies to be created for meeting some needs si-
multaneously open up the opportunity of meeting new 
ones.

Opportunities of saturating people’s needs to the 
much greater extent even exceed growth of such needs. 
By the way, an interesting issue is the one concerning 
actually unused potential opportunities of new prod-
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ucts: how to dispose these opportunities so that they 
do not go to waste? 

It is obvious that in the knowledge-intensive pro-
duction in the NIS.2, material resources consumption 
is signifi cantly reduced per unit of the “old” need, while 
maintaining/increasing the share of knowledge in the 
knowledge-intensive product. In the above example 
with the smartphone, the device weighing 110–120 g 
replaces not just an older and heavier device, but sev-
eral kilograms of previously used devices (Smil, 2013: 
128). Strictly speaking, it is mainly due to this that there 
is reduction of the production cost of a knowledge-in-
tensive product per conventional unit of satisfaction of 
the “old” need. Th is leads to synergistic decrease in de-
mand for currently traditional materials, resources, etc., 
as well as to respective drop in signifi cance of raw mate-
rials in the context of the upcoming new world indus-
try. Th at is why actual persistence of the resource-based 
economy in Russia, coinciding with its verbal denounce-
ment, leads to the dead-end development strategy. 

On the contrary, the relative reduction in the re-
source- intensity of production that occurs together 
with the increase in knowledge-intensity creates the 
platform for regulating the proper level of balance with 
the natural environment, and overcoming environmen-
tal problems. 
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But will man be ready for this turn of events? Of 
course, the very fact of reducing the need for material 
and other goods competition makes it easier to form 
“the new historical human community”. And yet... Th e 
human nature cannot be easily changed. It is true, isn’t 
it? Yes, but it is only part of the truth! Th e human being 
is evolving. Even an individual quite signifi cantly chang-
es over time, and under the infl uence of circumstances, 
in particular, upbringing. And the main “educator” of 
man is Culture, in the broadest sense of the word. More-
over, it was culture together with material production 
(“labour”, according to the classics) that created man. 
And it will create — together with the new industrial 
production! — an individual of the next generation, 
which will stand above, “beside the production”, adapt-
ed to mainly intellectual positive activity. 

Chapter 6. Growth of risks associated 
with new technologies: Environmental pressure 

Now, however, moving along the trajectory of the 
“traditional” economic paradigm, people continue 

to increase extensive “shoveling” their living environ-
ment for the sake of not so much satisfying real needs, 
as for the purpose of creating, and then meeting simu-
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lative ones. Moving along the shortest trajectory to the 
crisis, the size and consequences of which are hard to 
assess. Th e following data can illustrate the idea: today, 
the mass of so-called “technosphere”, compared to that 
in the pre-industrial era, when it did not exceed hun-
dredths of 1 g per 1 m2 of land, has increased to 50 kg/m2 
of land, which is 100,000 times more than the amount 
of biomass of all humanity. It turns out that in the to-
day’s civilization, for “normal”, ordinary satisfaction of 
current needs, each of us should have at least so much 
more around themselves! And this “much more” has 
been increasing! Together with capabilities off ered by 
technologies. Another fi gure: the biomass of humanity 
has already exceeded more than twice the biomass of 
all other living organisms taken together. 

Th e technosphere is growing, taking up more and 
more space, the habitat of other species of biological 
beings is disappearing. Th e ecological and technologi-
cal consequences associated with disposal of the waste 
produced by the technosphere are also great, aff ecting 
reduction of biota habitats: for example, the area of 
“garbage continents” now surpasses 11 million km2, and 
the mass of plastic contained in them has already ex-
ceeded the entire mass of plankton in the World Ocean 
by 6 times (Sycheva, 2017b). According to Academician 
of the Russian Academy of Natural Sciences V. Pole-
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vanov (former Deputy Prime Minister of the Russian 
Federation), “since the 1980s, human needs have exceed-
ed capabilities of the planet. We live in debt. Exceeding 
loads permissible for the planet has already amounted 
to 20%. Th e planet has lost its self-healing function” 
(Sycheva, 2017a). 

Each today’s product is the result of processing tones 
of natural materials. Manufacturing a pair of shoes re-
quires from 10–30 t of fresh water. And so many of these 
“beautiful and various” pairs are on shelves of shops to 
be disposed later without being sold, so many of them 
are used only once! Please, pay your attention to the 
fact that it is what resources of the planet, human re-
sources, resources of human souls, etc., are used for. 

I would like to emphasize once again that the pur-
suit of economic results sweeps away everything in its 
path. Cambodia is a living example. Hevea trees brought 
to the country that was the solid jungle, by capitalists- 
colonizers a hundred years ago turned into huge plan-
tations. Hevea trees give juice for the rubber industry 
for 20–30 years, then they need to be abandoned, the 
plantation turns into the dead wood land; this requires 
constant annual cutting of the adjacent jungle, planting 
new trees to grow new plantations (see Figure 10) Th e 
process is escalating, and it is facilitated by using new 
technologies to increase the production of rubber (which 
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is 100% exported, — we specially emphasize the fact, — 
because this is how global fi nancial capital “takes out 
the soul” and “squeezes juices” from any territory that 
gets into its claws!). 

Figure 10. Reduction of forest areas in Cambodia, 
1965–2016

Source: (Th e Ministry of Environment, General Di-
recto rate of Administration for Nature Conservation and 
Protection, 2018: 15)

In addition, woods are destroyed because of expand-
ing plantations for the palm oil production, cutting 
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down valuable wood species for exports, and considerable 
part of the loggings is carried out illegally, and local 
activists who try to prevent this are oft en killed, with the 
police doing nothing (Cook, 2018; Cambodian, 2018). 

Th e research conducted under the United Nations 
Development Programme, has shown that by 2040 there 
will be no virgin forests left  in Cambodia. In 2030, the 
similar fate awaits Paraguay, Laos and Equatorial Guinea, 
and by 2040 — Cambodia, Myanmar, the Central Afri-
can Republic and Angola (Th e Phnom Phen Post, 2018). 
Therewith, the state is rapidly turning into the country 
of casinos, banks, shadow capital, pimping, etc. Th e 
population composition is rapidly changing, local peo-
ple either migrate, or beg in cities that are hastily “tak-
ing off ” like mirages from the air. Meanwhile, the coun-
try has been formally ahead of China in terms of GDP 
growth for many years! Th is is another reason to think 
about how much GDP is suitable for measuring socio-
economic development.

Th is is how fi nancial capital works. Destroying not 
only particular woods, their unique beauty, fl ora and 
fauna. And destroying thus the soul, nature and society. 
It is profound connection. 

Th ere is well-known international organization 
Global Footprint Network, GFN. It has invented the 
well-reasoned method to calculate so-called “ecological 
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debt”, and every year it sets using this method so-called 
Earth Overshoot Day — the date, when the amount of 
resources consumed by humanity exceeds the amount 
of resources that the Earth can restore in a year. In 1970, 
this day was in December, i.e. there was no eco-debt. 
Th en, since the 1980s (see the beginning of the global-
ization period, there’s clear correlation!), it has emerged 
and continues to grow. In 2019, Earth Overshoot Day 
is approximately on July 30! Over these years, the total 
accumulated ecological debt has amounted to more 
than 16 years. According to extrapolation by GFN’s 
method, if we go on “wasting our lives” at this rate as 
we do now, the eco-debt will amount to more than 400 
years by 2050! Of course, if we still live... Meanwhile, 
this method doesn’t count pollution rate. All these po-
lar islands made of diesel fuel barrels , giant oil spills in 
the seas and on land, annual cyclopean taiga fi res caused 
by people in Siberia and California, man-made disasters 
like Th ree Mile Island, Fukushima or Chernobyl, seas 
of plastic in the oceans, hundreds of biota species ex-
tinction annually... By the way, their one more compre-
hensive assessment is for recovery of water, fresh air and 
soil consumed by human. In 1970, we consumed 0.9 of 
resources the earth could regenerate, while this year 
they have already amounted to 1.75. Growth rates have 
increased twice, and go on accelerating. It’s the direct 
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path to the global climate change. To unrecoverable 
one! Th ere you have globalization in its “zoo” version!

Do we want to live in the environment like this? 
And can we?..

Without boosting it with some other knowledge — 
about the need for reasonable self-restraint, application 
of “noo”-approaches, when arranging our life, and, fi rst 
of all, about opportunities of the technological prog-
ress; without adding world comprehension through 
culture and education of human to the mix of our space; 
without synchronizing these processes, we’ll defi nitely 
come to disaster. I would like to emphasize one more: 
we are coming closer to the point of singularity of our 
civilizational development. We can pass it insensibly, 
but we’ll feel consequences quite soon. Our choice is 
either to go on the “zoo”-life with its “zoo”-economy — 
“zoonomy”, and then we are likely to face what has been 
described above, or to switch to the NIS.2 gradually 
developing Noonomy. 

Chapter 7. Interference in man’s nature: 
are there any limits? 

The probable scenario of the future inevitably 
gives us such a plot. Indeed, humanity is to slip 
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through a very narrow window (even a crack!) of op-
portunities, to walk on thin ice. I would not like to 
believe that humanity as a whole will not pass this path, 
and will slide either there, or here. But very large groups 
of people can. Both there and here... And in the endless 
“paddling under yourself ”, and in the temptation to 
abandon the human essence. And if both together?! 
Such problems can arise! God forbid!

Th e state of up to date technologies has already been 
leading to alarming eff ects. First and foremost, in society 
and in man. Look at the current situation in demography: 
in countries of Europe, the USA, Canada, there is a pro-
cess that experts call “demographic transition” implying 
qualitative changes in the demographic structure of 
society. A direct consequence of the technological prog-
ress is replacement of the high mortality and high fertil-
ity balance with the low mortality and low fertility one. In 
the NIS.2, this process will reach its peak for “biohuman”. 

Th e need for further increase in life expectancy can 
cause the desire for qualitatively changing the “shell” of 
man, with replacement of natural organs with artifi cial 
ones, up to complete replacement of man’s bio-body 
with a virtual avatar. Will such a being need material 
objects of the material world? Th e question looks like 
rhetorical, even a ritual one... Th e being’s needs will 
obviously be in the other, mainly, non-material world; 
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the being will be connected with the material world 
only by the material shell (it is still unclear what tech-
nomaterial it will be made of ). Does it seem like non-
sense? I don’t even know... 

Anyway, this is one of quite conceivable possibili-
ties. Today, all preconditions are being created for man’s 
“biotechnohybridization” to turn out just around the 
corner…

Th e athlete wants to lift  150 kg. What should he 
do? To train the body. Or may take pills, aft er all, new 
technologies allow... Th en one can target at 200 kg. 
Why just 200 kg?! Let’s integrate in the athlete’s DNA 
elephant muscles, so then we will be able to lift  even 
300 kg... And where is the limit? 

Unrestrained growth of needs, without their ratio-
nal division into real and simulative, can radically change 
not just individual properties of man as a biological 
being with their natural both opportunities and restric-
tions of consumption, but also distort the very nature 
of man. Well, let’s say one’s wanted to have other teeth or 
a stomach to eat a mammoth? OK! Do you wish to grow 
fi ns for yourself to swim under water? No problem! 

Th is is no longer science fi ction. For example, at the 
Massachusetts Institute of Technology (USA), they have 
already been editing genes inside the human embryo, 
removing (disabling) something, adding something! And 
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in another American institute (Th e Scripps Research 
Institute, TSRI) they went even further: 4 nitrogen- 
containing nucleobases which DNA is composed of in 
live nature — adenine, thymine, guanine and cytosine 
(which everything living — from a bacteria to a whale — 
is composed of !) were added by the researchers two 
more artifi cial ones that do not exist in our nature; the 
“strangers” were integrated in DNA of living cells, and 
forced to reproduce effi  ciently, with transferring ac-
quired (integrated) properties by inheritance, obtain-
ing semi-synthetic proteins! (Zhang et al., 2017). So 
soon it will be possible to meet not only an individual 
with elephant muscles, but also one who is equipped 
with a “hydraulic booster”... 

In Germany, the third sex (intersex) has been legally 
introduced, and soon we will communicate with asexual 
people (Deutsche Welle, 2017). But if man wants to 
change man’s nature, then is it possible to talk about 
the creature as a biosocial being, or are we talking about 
another being? If we mean man, we assume reasonable 
restrictions that would not allow such a scenario to be 
executed. 

It is quite clear that, when pushing the horizons of 
scientifi c knowledge, researchers are driven by good 
intentions targeted at creating new medical forms, cor-
recting genetic defects. But they do not deny that these 
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scientifi c achievements may well be used for creating 
new forms of life, and “editing” man’s bio-entity. 

Look at the trends in the youth environment, at 
so-called generation Z. Over the past ten years, their 
information load (information consumption, satisfac-
tion of their information needs) has grown many times, 
up to dozens of hours a week. Meanwhile, there are 
both quantitative and qualitative changes, particularly, 
in the structure of this consumption: they switched 
from the TV set to the smartphone, which allows ob-
taining much more information per unit of time, and 
the information corresponds to individual queries. Th ere 
is a change in the order, methods of cognition: clip 
thinking, the huge pace of switching interest onto this 
or that information. A new way of existence in the new 
information environment is being formed. New gener-
ations will not just receive more information, but will 
be able to apply new technologies for searching and 
orienting in the information environment, new ways 
of searching and assimilating information. 

Is it good or bad? New opportunities of infocom-
munication potentially open up for man a whole new 
world. But you can’t fail to notice that in modern soci-
ety this trend oft en manifests itself in an ugly, distorted 
form. Consumption of information results in appearing 
information simulacra, knowledge imitation, etc. Th ere 
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is a problem here: externally, other needs are immaterial. 
And the content is empty or half-empty. Information 
chewing gum. Media drugs… 

Th e art of profi ting from simulation of the new, 
negating the old, has already been successfully mastered 
by the market since the youth protests and the youth 
counterculture of the 1960s of the XX century. In addi-
tion, the drift  from text to image, clip perception means 
the loss of logic and consistency in assimilating know-
ledge, the loss of literacy of thinking, at last. Th ere are a 
lot of pitfalls here. Th is is evidence not against the new 
informational way of life, but against the model that is 
being massively imposed on young people now. All these 
negative trends mirror the “crooked”, predatory nature 
of our civilization as of “today”. Although positive trends 
inevitably make their way here, as well: for instance, 
decrease in interest among young people in the mate-
rial side of needs, which is observed by sociologists. 

I would like to comment specifi cally on the thesis 
about the rise of culture as a sphere ensuring solution of 
key tasks of social development. As we have already not-
ed, in the century before the last one, a well-known 
classic, whose 200th anniversary we celebrated in May 
2018, wrote that the future of humanity — “the realm 
of freedom” — is on the other side of material produc-
tion proper. Followers of Marx, intellectuals-“sixties” 
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and modern Russian thinkers — Evald Ilyenkov, Vadim 
Mezhuyev, Lyudmila Bulavka and others (Ilyenkov, 1991; 
Mezhuyev, 2007, 2011; Bulavka, 2008; Zlobin, 1980; 
Bibler, 1990) — a century later emphasized: develop-
ment of “the realm of freedom” means development of 
culture. Th ey rightly pointed out, it is culture that is 
the main sphere for life activity of man of reason, as 
well as “the society of reason”.

But they didn’t seem to pay attention to the way Marx 
continued this phrase. And he stressed that this world 
of culture can fl ourish only on the basis of appropriate 
high-performance material production: “Just as the sav-
age must wrestle with Nature to satisfy his wants, to 
maintain and reproduce life, so must civilised man, and 
he must do so in all social formations and under all 
possible modes of production. With his development 
this realm of physical necessity expands as a result of his 
wants; but, at the same time, the forces of production which 
satisfy these wants also increase. <...> Beyond it begins 
that development of human energy which is the end in 
itself, the true realm of freedom, which, however, can 
blossom forth only with this realm of necessity as its basis” 
(Italics is mine — S. B.) (Marx, 1894/1998: 807).

Th at is why I want to return to the subject which I 
began with — to the issue on importance of creating 
“smart” production, noo-production that is forming 
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on the basis of the socioeconomic system called by us 
the New Industrial Society of the second generation. 
Only on the basis of this system, we can start moving 
towards non-economic production, towards Noonomy, 
focusing on strategic goals, but not forgetting to solve 
necessary tasks of the tactical plan.

Chapter 8. Dialectics of simulative 
and non-simulative needs 

Along with the content of technologies and the 
content of labour, social relations that determine 

needs formation are also changing. Th e market (mone-
tary) form is gradually diluting and dying out. Of course, 
we should not assume that this will happen tomorrow, 
but the situation is developing in this way.

Let’s start with the fact that the market of the XXI 
century is rather far from those abstract concepts to be 
set out in the fi rst chapters of “Capital” or textbooks on 
microeconomics. Despite all the diff erences in the defi -
nition of the value nature, both sources proceed from the 
fact that the market is a system of relations of separate 
actors that maximize value income and minimize costs. 

But modern Marxism and not the fi rst, but the last 
chapters of any up to date “economics” say that today, 
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the economy means production of not only private, but 
also public goods, that there are various social transfers, 
etc. It can be assumed, — and this will not be an unex-
pected hypothesis for anyone, — that both workers and 
consumers, as well as entrepreneurs are focused today on 
maximizing not only monetary income and minimizing 
costs, but also on developing their human qualities (in-
cluding in the non-market sector), job satisfaction, etc. 
Moreover, all this is well known to any practicing en-
trepreneur who organizes the system of personnel in-
centives. Th erefore, even now man is not only “zoo”, 
but also “noo” — reasonable and focused on human 
values proper. And whether man was exclusively “zoo” 
before is, to my mind, a question with the unambigu-
ously negative answer. 

But that’s not all. Th e market economy — the fur-
ther, the more — becomes the space of production not 
so much of real use values to satisfy real needs, but rath-
er the world of creating simulacra goods to satisfy sim-
ulative needs artifi cially posed by marketing, advertis-
ing, PR and various ways of manipulating consumers’ 
consciousness, which have become so widespread in 
conditions of information technologies to be increas-
ingly applied. From a socio-philosophical point of view, 
the nature and role of simulative goods, simulacra, just 
signs of satisfaction of imaginary needs was studied in 
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detail by Jean Baudrillard. But the simulacrum is not 
just a social phenomenon. Th e simulacra mass produc-
tion led to emergence and formation of the extensive 
simulacra market, which has turned into a signifi cant 
socioeconomic phenomenon.

Th ese illusory, “induced” needs, of course, are also 
under infl uence of those technological shift s that change 
the structure of needs in general. Fake needs grow just 
like any other needs. I would say that the law of expan-
sion, “increasing” of needs is simply translated into the 
simulative domain as the law of increasing of simulative 
needs. Because aft er implementing the opportunity to 
satisfy something, a certain need, the new thought al-
ways arises: what new need, the next one, can emerge? 
Because in every case of satisfying a need, the capabil-
ity for forming new needs, and their expansion is in-
cluded, and the old need “sprouts” into new ones.

But when or why do exactly such “deceptively nec-
essary” needs appear? 

Th is is not a mystery. 
Because people as biological beings who began to 

develop, getting to know their interest, not only mo-
mentary, but also prolonging it, i.e. as soon as they start-
ed to understand the world around and themselves in 
it as a “lasting” beings, they grasped, say, two important 
ideas: there is no infi nite amount of food in the world, 
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and “I always want to eat”. So people begin to think 
about the reserve, the stock, the future, at least, a step 
ahead. Th ey try to calculate, evaluate, already based on 
the accumulated knowledge about themselves and their 
potential needs, what they will need. Th us saving their 
natural reserves, forces, etc., nevertheless, when there is 
an opportunity to apply the forces and make the stock, 
they make such a reserve. 

Hence, no matter how trivial it may seem, every 
ideology of accumulation for something, the ideology 
of obtaining additional space, which, at large, you do 
not need now as such, and which may not be needed 
at all later! Th is is like a need that has also arisen, but 
already of the following order. And then, since this will 
develop, turn into something more and more poten-
tially unused, we can already talk about emergence of 
unnecessary “needs”, a harbinger of simulative ones, and 
then — about simulative needs proper. 

Gradually, the right need for potentially necessary 
things, i.e. the need for natural accumulation, begins 
to cross a certain line, when you do not know exactly 
how much you need, but at some point you realize that 
this may not be enough. And now — immediately stim-
ulating development of the phenomenon of need in 
the way that leads to going beyond the rational. Do you 
know how former ministry of fi nance A. Kudrin formed 
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reserve funds in our country? On the one hand, they 
were “piled up” without measure, based on the fact that 
it was necessary to accumulate reserves (according to 
that concept, it was necessary not to develop the indus-
try, but to invest money in American bonds). And, on 
the other hand, the crisis has come, and there is not 
enough of these. 

It is hence — from the experience of such situations 
— this uncertainty, multiplied by the desire to be in-
sured, follows. Th is is a natural human need, because 
man has already realized this need and, therefore, is 
trying to satisfy it. 

But then it develops into a simulative need. Why? 
Because at some moments man begins to think: why 
not more? And why not for children? Why not for 
something else? And how else to do it? 

In this regard, simulative needs grow together with 
satisfaction of ordinary needs. But, meanwhile, there 
is already separation: a simulative need can be satisfi ed, 
although it is illusory in its essence, i.e. man does not 
need so much — neither at this moment, nor in the 
foreseeable future, or sometime else. Nevertheless, it 
can be satisfi ed. Who is a capitalist? He personally does 
not need a billion bucks. In general, he does not need 
even a million bucks. But he still grooms and satisfi es 
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his “like-a-need”. Because of his need to become a bil-
lionaire capitalist, his inner feeling. 

And there are such needs to be pure simulation of 
rational ones, which cannot be satisfi ed at this stage in 
principal, but which can be thought about. Th ese are 
what I call phantasms. And the fi rst type of simulative 
needs is excesses. (See Figure 11).

Capitalists are people who practice excesses. And 
capitalists like Bill Gates, who want to cure all the hu-
manity from AIDS, are more dreamers, because it is 
impossible to do this at the current level of technology 
development. Th ere are still those who want to do some-
thing even more fantastical, remember, Tim Th aler sold 
his laugh (Kruss, 1962, 1966). At today’s technology lev-
el, it is impossible, but at tomorrow’s level, it may be real. 

Figure 11. Formation of simulative needs

E i i d d b i i id i

Satisfaction of the need with a reserve

Excesses in meeting needs caused by overcautiousness, prestige considerations,
etc

Consolidation of excesses under the influence of imposed by market criteria
inflated demand for fictitious goods

Simulative needs

Phantasms
(needs that cannot be met, but may be accompanied by the waste of resources)
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Ordinary needs increase leads to their satisfaction, 
satisfaction — again to the next round of increase. Th is 
is the essence of the law of needs increase. Th is is obvi-
ous, one can say. Th e base of this law is the technolog-
ical progress. And for fake needs, it’s the same thing. 
Th e base is the same. Accordingly, movement will be 
the same — simulative needs increase. 

Today, we are not just moving, we are rushing along 
the path of growing and — no matter how vulgar it may 
sound — absurd satisfaction of an increasing number of 
unreasonable needs. Th e entire current economic para-
digm is focused on this! More, more, more... And what is 
more in this “more” today? Unsimulative needs or sim-
ulative ones (I do not even mention diff erent phan-
tasms)? Along with the socioeconomic progress, many 
previously irrational needs pass into the category of 
rational ones, and they — like rational ones — push the 
progress. Th is is their “plus”. But, aft er all, they, like any 
needs, are increasing, and the share of simulative needs 
in the total “space” of needs is increasing too, and this 
process is accelerating all the time! What will we come 
to? Th e answer is not good if we do not learn to limit 
the illusory component of the space of needs. Th en the 
next question is: how to limit the false needs increase?

It is worth paying attention to one important fea-
ture of this problem. 
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With development of the technological space, not 
only the law of simulative needs increase is valid, the 
law of simulative needs transition to the category of 
non-simulative ones (and vice versa!) is valid too. And 
the need can gradually turn from fantasy fi rst into ex-
cess, and then into norm, and norm is an ordinary need. 

What seemed excessive one level of development be-
comes the norm at another — higher — level. What was 
considered necessary at one level of development be-
comes excessive at another one that creates alternative, 
more rational ways to meet this need. For example, with 
development of eff ective methods of sugar production, 
growth in its consumption was a progressive shift  in the 
structure of consumption, allowing to meet man’s needs 
for energy, and, due to confectionery products consump-
tion, aesthetic and taste needs. However, development 
of knowledge about sugar infl uence on the human body, 
increase in the diabetes rate, etc., along with development of 
opportunities for meeting the need for sugars from other 
sources (fruit, honey...) transfers consumption of sucrose 
in its pure form into the category of simulative needs.

What previously seemed to be a fake need (for exam-
ple, nail polish and lipstick for residents of a Russian vil-
lage in the 20s of the XX century) can become normal and 
generally accepted. On the contrary, what was previous-
ly recognized as a necessary need — and was such! — it 
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can turn over time into a simulacrum (see Figure 12). 
Th e general reason is the progress of knowledge, leading 
to the progress of productive forces, the progress of tech-
nologies creating new opportunities for meeting needs. 

Figure 12. Transfer of simulative needs 
to non-simulative ones and vice versa

One can object: but then it turns out that “the con-
sumption society” is limitless in its development, well, 
that’s fi ne!.. No, taking into account the negative eff ect 
inherent in simulative needs, associated with spending 
resources, the needs should be limited, since at each stage 
of development, resources for meeting needs (or accessing 
to them) are limited. However, “too tough” restriction of 
needs can slow down the progress, i.e. it is necessary to 
restrict them via “understanding” the situation. Each new 
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“layer” forms new needs, which, largely relying on the 
ideas about the ceiling and reasonableness of the needs 
of the previous “layer”, nevertheless, “try on” the newly 
opened opportunities of the new “layer”. For example, 
man as a biological creature has certain physical limita-
tions that he cannot overcome to meet certain needs, even 
if he wanted to. Despite the illusory, “induced” by the 
market (or the newly discovered situation) wish. What 
will this contradiction lead to? To the fact that he will 
want to get a resource for meeting his “induced” needs, 
and he will spend it, even if he will not be able to “con-
sume” this resource in the form of a product in any way. 

A typical illustration of this situation is a Russian 
tourist in a hotel with the all-inclusive option (food/
drinks are delicious, beautiful, and for no fee!): well, why 
does the tourist take food at breakfast three times more 
than he can eat? And now — hypothetically — let’s imag-
ine that technology has allowed him to boost his stom-
ach three times... So he will gain food for nine people! 
I just want to ask, “Aren’t you going to burst, baby?” 

And it is here, where the line should pass. Why? 
Because satisfaction of needs also changes man himself, 
his physical essence, in particular. (Here we may again 
encounter the problem mentioned above: how new 
technological opportunities under the existing econom-
ic system provoke invasion in human nature).
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Th is contradiction, which is actually a capital one, 
should be resolved, like all other contradictions, via 
knowledge. In this case, via fi nding and realizing where 
the line passes. Determination of the line beyond which, 
at each specifi c stage, simulation needs begin, entailing 
irrational stresses of the system. All social relations, all 
institutions are formed on the basis of those changes that 
occur in society on the material base. And the foundation 
of the material base is the knowledge implemented in 
technology. However, it should be taken into account 
that the current market economy resorts to extraordinary 
infl ating of simulative needs in pursuit of sales volumes. 
It is no coincidence that in recent decades, simulacra 
production and consumption has become so widespread. 

Th ese changes have been leading us all into a kind 
of dead end for a long time.

So, reasonable restriction of “unreasonable” needs 
is necessary. What and how will this “line” determine?

Chapter 9. Th rough cognition — 
to new needs and new values 

Mirages of post-industrialism are becoming a 
thing of the past. Th e same fate will eventually 

befall the simulacrum market, but the fundamental con-
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tradiction that has accompanied man throughout his 
development, contradiction between the sphere of hu-
man service, the sphere of producing conditions for his 
life, and the very human life, his self-reproduction as 
personality remains.

Resolution of this contradiction occurs objectively, 
with growth of human knowledge, development on 
this basis of knowledge-intensive technologies to sat-
isfy vital needs at ever lower costs. Meanwhile, there is 
increase in the specifi c weight of spiritual needs. Th e 
main reference point for satisfying needs is not mate-
rial conditions of existence (to the extent that they are 
already provided for). Such categories as spiritual values 
come to the fore. 

In the history of mankind, we can observe a kind 
of wave-like movement of the increasing role of spiri-
tual values. Th is thesis resonates with Lev Gumilev’s 
Passionarity Th eory.

From time to time, there has been a shift  in the bal-
ance between needs for maintaining the physical shell 
and needs for maintaining the inner essence of man. 
Th ere were periods when a certain part of people (not all 
of them) had the spiritual component to come to the fore 
— the times of the Early Christianity, the Renaissance. 

Th us, new technological and economic structures 
emerged during the Renaissance (urban craft  with the 
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guild organization, development of the market) made 
it possible to shift  towards spiritual needs (fi rst, for 
small part of the population). Th is is refl ected in new 
methods of artistic creativity, new genres, new musical 
instruments, and in emergence of universities…

Infl uence of changes in material production on evo-
lution of the spiritual component of needs does not 
have the character of direct rigid dependence. Th is con-
nection is rather indirect one, mediated by the whole 
set of social conditions. Impulses in development of 
technologies resulting in changes of technological par-
adigms impose on changes in the social system and the 
states organization. Actually, this is exactly what the 
Galbraith-senior noticed in his book “Th e New Industrial 
Society”.

Shift s in the structure of needs, and transition to 
the next stage of importance of spiritual needs are oft en 
expressed in the crisis of the education system. Medieval 
universities appeared as a response to the new spiritual 
demands of society. 

Now we are also witnessing development of the crisis 
of the existing education system. Signifi cance of self- 
mastering knowledge increases, and self-education is in 
focus. Th e reason for this is that the role of knowledge 
dramatically increased, and at the same time man’s abil-
ity to master this knowledge remains limited. It is ob-
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vious that it is impossible to cover all knowledge, and 
individualization of education allows adapting the learn-
ing process, acquisition of knowledge to the unique 
qualities of an individual’s personality and thereby make 
the cognitive process more eff ective.

Th is corresponds to new means of communication, 
of transmitting information and of assimilating it. In-
dividual devices (like iPhone) that allow entering the 
virtual information space at any time are becoming wide-
spread. Due to the virtual space, new forms of commu-
nication arise: by contacting anonymous phenomena 
on the World Wide Web, man essentially communi-
cates with himself. But this communication can also be 
productive if it results in rethinking and re-evaluating 
one’s internal and external world.

In the new society, not only a new hierarchy of needs 
is being built, but also a new hierarchy of values. Th e 
individual’s self-worth comes to the fore, as well as the 
need for its development, communication, public rec-
ognition and self-esteem, the tendency to man’s indi-
vidualization progresses. But in the current public sys-
tem, individualization oft en becomes a symbol of man’s 
helplessness in the face of social forces beyond his con-
trol. “...Man is left  alone with the task that most people 
have no opportunity to solve independently”; “...Th ere 
is a growing gap between individuality as a purpose and 
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individuality as a practical ability of self-affi  rmation” 
(Bauman, 2005), noted the famous sociologist Zygmunt 
Bauman.

Individualization interpreted as unrestricted man-
ifestation of free will inherent in man, carries consid-
erable risks, as well. If free will causes separating human 
self from society, and opposing to it, then the individual 
closes his self to himself. However, it inevitably turns 
out that there is not enough of one’s self for oneself. 
Th erefore, the social norm is the individual’s wish to get 
out of this contradiction by realizing himself through 
communication with other people, through public rec-
ognition.

Oft en, the danger contained in the boundless as-
sertion of individualism meets the reaction formulated 
in words that F.M. Dostoevsky puts into the mouth of 
Dmitry Karamazov: “No, man is broad, even too broad, 
I would narrow him” (Dostoevsky, 1991: 123). 

However, the real danger is that an individual, on 
the contrary, is “narrow”: he is narrow in understanding 
himself, and the real content of his needs. And it is the 
area where man should not be narrowed, but broad-
ened. Only achievement of understanding what the use 
of material and spiritual goods, on which human culture 
is based, should be, is able to remove, overcome that 
ambivalent state of human wishes and actions, that com-
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bination of the sublime and the low, which Dostoevsky 
wrote about. Yes, man can use a knife and a fork, when 
satisfying his hunger, or he can use them to stick in his 
neighbor. But fi rst and foremost, it is not external social 
prohibitions imposed on man that can cope with this 
(although their role in formation of human culture can-
not be underestimated), but those internal boundaries 
that he assumes for himself. 

Cognition of both the external world and own self 
implies acceptance of restriction. Having defi ned for my-
self who I am, I thereby outline the boundary for myself. 
If I defi ne myself as a reasonable person, then thereby 
I outline for myself the boundary separating myself from 
an unreasonable person. And at the same time, it is 
characteristic of man to move towards the limits that 
have not been reached yet, and the aspiration to go 
beyond these limits. But only in case when this aspira-
tion is regulated by the inner boundary that man has 
set for himself, it is productive and creative, and not 
destructive.

Th e role of culture as a phenomenon of social de-
velopment is oft en greatly underestimated by adherents 
of the purely technocratic concept of the society’s de-
velopment. However, in contrast to this approach, it 
should be noted that solution of many problems gen-
erated by rapid advancement of the industrial and sci-
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entifi c progress is precisely in the sphere of culture, how-
ever strange it may seem at fi rst glance. 

Let’s consider, for example, a simple dichotomy: a 
lock — a picklock. It is no secret that in the fi eld of 
cybersecurity, there is already “the war of intellects”: 
for each new encryption method there is a specifi c hack-
er, for each password there is a specifi c cracker, for each 
operating system there is a certain virus. And it is im-
possible to overcome this collision without forming an 
appropriate cultural code, without educating the par-
ticipants of the process, establishing and instilling social 
norms and rules that cause the conscious reasonable 
choice, and make it impossible to act “wrong”. History 
gives us numerous cases to confi rm correctness of this 
assumption — from the doors that were not locked in 
many villages in the old days to the non-destruction of 
the world in a nuclear war. 

Another aspect that is not striking at fi rst glance, 
though it is worth looking at closely, is consequences 
of technological achievements application for imple-
menting people’s innermost dream — to live longer, 
and it would be good to live better. Th e consequence 
of the rapid progress of technologies applied in medi-
cine, ecology, nutrition, hygiene, physical culture will 
be (in fact, it is already becoming!) signifi cant exten-
sion of human life expectancy, and population aging. 
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Whether will the NIS.2 — and especially the noo-so-
ciety that will replace it, — be a society of old people, 
incapacitated ones? 

Not to let the situation develop so is not an easy 
task, requiring great eff orts of society, coordinated and 
purposeful work of all its institutions. Along with the 
task of prolonging life, we will also have to solve the 
task — also on the basis of the development of appro-
priate technologies — of improving its quality, preserv-
ing physical and intellectual health of the aged people, 
to allow them to live and work in the active and intel-
lectually full lifestyle. 

Improving the standard of living, prosperity, acces-
sibility of goods and expanding the opportunity of meet-
ing needs (which is the only possible, in principle, ex-
clusively on the route of social progress towards the 
NIS.2 and further to the noo-community) will also 
contribute to positive changes in man’s lifestyle, devel-
opment of his interests, raising the level of education 
and culture of the population. 

Th us, for escaping from the civilizational crisis, it is 
obligatory for humanity to seriously transform their 
current civilizational attitudes, bringing them into com-
pliance with basic values of human culture 

But how can the civilizational attitudes that people 
focus on in their life change?
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Th e general trend is that in course of turning man 
into Man, he increasingly acquires features of an noo-
type individual, who is guided by humanistic criteria, 
and takes into account not only his own wishes and 
interests, but also interests of others — other people, 
society, social and natural environment. Such develop-
ment from “zoo” to “noo” can be traced throughout 
humanity’s historical path. However, counteracting ten-
dencies are also strong, so the challenge of limiting forc-
es pulling man back into “zoo”, as well as one of ensur-
ing the priority of “noo” advancement, are not idle at 
all.

Man’s and society’s cultural wealth constantly in-
creases and develops. Sometimes reverse situations hap-
pen too, no doubt about it; nevertheless, we understand 
that the general level of the current society culture is 
signifi cantly higher compared to that thousands of years 
ago. Although, we note that some people who have not 
suffi  ciently entered this very cultural space, preserve 
many features of that “primitive” attitude to life.

Here is the key point. 
What does “entered” mean? 
We understand that people have not entered the 

cultural space equally: some strata of society, some in-
dividuals or their communities are more sensitive to 
the very layer of knowledge to be called culture, which 
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precisely leads to development of their noo-needs, their 
attitude to life as noo-beings’, and some people are less 
sensitive to this. In this regard, we see numerous exam-
ples of the current society’s “shortcomings”, and, in some 
places, even purposeful construction of such a system 
that restricts people’s entering the cultural space, which 
blocks development of their personality, stultifying them. 
Poverty and inequality reduce access to cultural phe-
nomena, education, etc., which lead to the situation 
when people do not receive suffi  cient knowledge and 
benefi ts of culture, necessary for them to form a noo- 
human being in themselves. All these circumstances are 
also used for justifying the very theses about man as an 
animal-like creature, and speculations about impossi-
bility of getting rid of the “zoo” in principle.

We object to this. 
Every person, an individual, has predisposition to 

“noo” from birth. Predisposition, as we know, does not 
determine abilities; they are just preconditions for their 
formation and development. And what aff ects their 
formation? Speaking social psychology language, the 
mechanism of such formation is generalization and con-
solidation in the individual’s activity of the entire range 
of mental processes. Which, speaking, in turn, philos-
ophers’ language, are refl ection of the external world, 
and its impact on the individual. Forming, inter alia, 
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his worldview, fi xing in his mind “codes” and values, 
allowing him to be aware of the world and society. 

Today we live in the world where the scientifi c, sci-
entifi c-technical, and technological progress is com-
bined with one of social knowledge, cognition of man, 
society, and its features. In fact, social research, by and 
large, began later than scientifi c, technological and 
technical studies, though the earliest direction of such 
joint development has been found in philosophical 
treatises and ideas for more than two thousand years. 
However, studies of man as a social being, as an indi-
vidual in society, began with development of psycho-
logical and social sciences, approximately, at the end of 
the XIX century, and continued throughout the XX 
century, receiving some recognition as a huge area of 
social sciences in the 2nd half of the XX — early XXI 
century.

Th is development yields results. 
Th e term “socialization” was coined at the end of 

the XIX century by sociologist and philosopher Georg 
Simmel who meant it as formation of social groups. 
Sociologists Franklin Giddings (Giddings, 1897) and 
Jean-Gabriel Tarde (Tarde, 1890), who considered the 
concept as formation of human personality under the 
social environment infl uence, revealed its meaning clos-
er to its current sense. 
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In this matter, it is important not to miss the down-
side of this process. In course of socialization, man not 
just passively accepts social norms, public morality and 
stereotypes. No! Man under socialization, in turn, ac-
tively infl uences values and socio-cultural norms pro-
duced by society. Not only man is socialized due to the 
society’s infl uence, but the society is socialized due to 
man’s activities too, which results in transforming the 
established cultural and moral norms, values, motiva-
tion, as well as corresponding social institutions.

If the content of this process is people’s meaningful 
and coordinated eff orts aimed at mastering by commu-
nity the best achievements of human culture, then this 
will ensure expansion of the social noo-space, and lead 
to noo-society. 

We coin the term “socialization of society” making 
it possible to understand that combining in the Th eory of 
Noonomy our approach related to technological develop-
ment and the idea of people’s advanced cognition of so-
cial knowledge, formation of social order through tools 
of socialization, that step-by-step movement to man of 
new type (new — because of his adaptation in society, and 
adaptation of society to himself, to his real needs), move-
ment to self-restraint, etc. is just the very point to be paid 
attention to in practical — I would like to emphasize 
“practical”, activities of both state and public institutions.
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I can’t help but note that the idea of man as a social 
being who is formed by society and forms society is not 
new. As it is not new to the idea of man’s creating his-
tory and being able to change the world, contributing 
to the social progress. Marx’s famous thesis in the con-
text of Feuerbach is well known, where he states that 
philosophers explained the world in various ways, and 
the task was to change it. As no less well known the fact 
that postmodernism denies any progressivism. 

But we are not just repeating these provisions (which, 
though, in our times of total rejection of the progress 
narrative, is very useful by itself !). We suggest the way 
for looking for solution to the above problem. At the 
time when these theses were formulated, there was nei-
ther modern knowledge (of the same social psychology), 
nor sociology, and much else. Our situation is much 
more favorable, as we can use a whole layer of know-
ledge from sociology and social psychology which prac-
tically lie fallow. Th en we can expand it due to the devel-
oping theory of cognitive human states, or, in particular, 
emotions, and so on. We can consider their impact on 
formation of society. Th ese sciences explain how we 
aff ect society, and how society aff ects us. 

It is important to understand that, living in society, 
an individual is “encoded” by the society, accepts in 
course of socialization “a code”, i.e. the moral and value 
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core that constitutes the social essence of the society at 
the moment, and is determined by the criterion base of 
values, inherent in the society at the moment. Th e in-
dividual is being socialized. But the individual himself 
socializes the society by infl uencing it, changing its mor-
al and value core; and the task is to modify the core 
approximating its features to those of the noo-criterion 
base. And discovery, expansion, development of such 
knowledge, its inclusion in the moral and value core is 
an important aspect of the task of society’s socializa-
tion. “Making” it more “social”, non-individualistic (in 
the “evil” sense of the word), more friendly to the indi-
vidual, more “noo”-oriented. 

If we add to this the process of people’s cognition 
of their needs, that is, if we combine the two processes 
of obtaining knowledge of one type and knowledge of 
another type into a single one, then — if we do this 
indeed! — with all their tools and methodological de-
velopments, we will get the key to solving the problem 
of moving along the path to the “noo”-individual. Th is 
means that we will get the key to “making” not just 
non-economic man (in the meaning of his non-use of 
economic mechanisms for solving his tasks for satisfy-
ing his needs), but a person who will consciously work 
on himself and do “in himself ” and in society what is 
necessary for him, in order to have, on the one hand, 
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the conscious and recognized suffi  cient level of well-be-
ing — social, material, spiritual, and, on the other hand, 
there was no need (just a need, a real need!) for expan-
sion of manufacturing those products that are impos-
sible to obtain at this stage of development without 
harming society, the external world and other people.

Th is is how we see the way of gradually reformatting 
current civilizational, socio-cultural attitudes.
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Part 3. In Front 
of the Civilizational Choice

Chapter 10. Th e bifurcation point in development 
of civilization: two scenarios of development

Without appropriate awareness of risks 
of the “improper” use of its results, the technol-

ogies progress carries not only potential positive pros-
pects, but also signifi cant threats. Meanwhile, today we 
witness advanced development of the technosphere with 
the lag in development of that part of the social human 
consciousness which is “responsible” for the reasonable 
use of technological achievements and the sustainable 
formation of non-simulative needs of the individual and 
society. Th e level of technologies development achieved 
by mankind is already extremely high and allows caus-
ing irreparable damage to civilization if there is no appro-
priate “balance” in public consciousness putting obsta-
cles to implementing this scenario. 

In this sense, the current state of civilizational de-
velopment should be described as a crisis. Th e human 
environment is threatened from its biological side, and 
at the same time, problems of human interaction with 
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technosphere are accumulating, increasing human de-
pendence on the technical and information environ-
ment, which leads to a kind of “an individual’s cybor-
gization” (even without formal invasion in his physical 
body yet, which is probably not long to wait for). Man 
faces the growing insecurity of his existence both as a bi-
ological and social being.

Th e civilization development history shows us the 
accelerating increase of “technetic species” created by 
man (in strict accordance with the law of “accelerating 
acceleration” of innovations), with detriment of rapid-
ly displaced diversity of biota species. As a result, the 
increasing pressure on the habitat associated with in-
crease of people’s simulative needs, and the use of nat-
ural resources required for meeting them, and expan-
sion of their extraction and processing areas creates the 
real opportunity for implementing the crisis scenario 
of development. (See Figure 13). 

All this happens because of weak internal regulators 
of reasonable behavior, determined by the content and 
level of culture development, and creates real opportu-
nity for implementing catastrophic (for the civiliza-
tion!) consequences. Th e intermediate scenario of long 
stagnation at the border of the new seems the most 
likely. Part of the intellectual community, as if antici-
pating this situation, started talking about “the new 
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normality”, which we consider to have already become 
“the old abnormality”. Th is abnormality is characterized 
not just by slowdown in GDP growth, increase in crises, 
and creation of the near-chaos atmosphere. It is char-
acterized by stagnation in socioeconomic institutions, 
which comes into decisive collision with impending 
qualitative changes in technologies. As R. Desai notes, 
“Today, at least, in the advanced countries, the policy 
preferred by the fi nance-oriented capitalist classes is 
deeply contradictory, and is not able to provide even 
that what they want” (Desai, 2020: 267).

Figure 13. Factors of the crisis scenario 
of civilization development

immenselyimmensely incrincreasingeasing andand mainlymainly simulasimulativtivee needsneeds

the possibility of losing control over technosphere development due to its focus on the pursuit of
meeting artificially inflated needs

the level of technologies development is already extremely high, and allows causing irreparable
damage to the civilization

man’s dependence on the technical and information environment is increasing

accelerating growth of “technetic species” produced by man, with detriment of rapidly displaced
diversity of biota species

increase of the technological load on the habitat

advanced technosphere development with the lag in development of that part of the social human
i hi h i “ ibl ” f th bl f t h l i l hi tconsciousness which is “responsible” for the reasonable use of technological achievements

weak internal regulators of reasonable behavior, determined by the content and level of culture
development
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Th us, humanity is on the threshold of one of the 
most important forks in its history: 

• either turning to a reasonable man,
• or going along the path to the dead end, to the 

technotronic society, where the elite meets their im-
mensely growing and mostly simulative needs, and the 
majority is engaged in the service sector, which is in-
creasingly becoming a service sphere, with a possible 
loss of control over technosphere development. 

Only those economies that will be able to respond 
to challenges of the NIS.2 bursting into our lives, will 
take worthy positions in the world of the near future. 
Th e situation of the beginning of the XXI century re-
sembles the situation of the beginning of the XVIII 
century: then the leaders were those who boldly went 
to demolishing traditions, and made a qualitative leap 
into the world of then new technology — steam, capital 
and personal freedom. Today, leaders will be those who 
decide to make a leap to production based on knowl-
edge; to the progress of human qualities, and not just 
economic growth. Th e main guideline for development 
should not be GDP growth, but the set of criteria for 
assessing the level of satisfaction of reasonable human 
needs necessary to ensure man’s development. Th e op-
portunity for raising the level of needs satisfaction, with-
out piling up unnecessary (under the reasonable ap-
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proach) things devouring our planet and killing nature, 
is precisely what modern technologies open up. 

In the resource aspect, it is necessary to completely 
rely on changing the priority from traditional (materi-
al-substantial) resources to the basic resource of the 
NIS.2 stage — knowledge embodied in technologies. 
And in the epistemological aspect, it is necessary to 
change priorities and the very target orientation of de-
velopment. 

Taking into account this revision, it is necessary to 
prevent the possibility of the wrong choice at the fork 
in the current civilization development when transiting 
to the NIS.2. Th ere are two possible basic scenarios.

One of them can be conditionally called “techno-
cratic”. So far, we are fi rmly going this way, and no gap 
is visible. It is based on the current paradigm of “eco-
nomic development” accepted in the world, which means 
not so much qualitative progress as quantitative one. 
In its essence, this is a savage process, coming from man 
as a predominantly animal being: “We will eat more-we 
will eat more-we will not share it with anyone else”; the 
goal: let it burst, but... eat as much as possible (obvi-
ously ridiculous, right? — but the whole world believes 
that it is ...reasonable!). If we do not “give the country 
more coal” (steel, cars, TV shows, shampoos, creams, 
snack bars, dry cleaners...) than yesterday, then this is 
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“stagnation — recession — decrease in meeting people’s 
needs... impoverishment”!

And if we do not renounce this path, which the 
whole world is fi rmly following now, “developing” — as 
the supporters of “the convergent society” thought, — 
“the best features” of the glorious “...isms”, we will defi -
nitely slip into the technocratic version of development. 
And this scenario threatens us, fully armed with the latest 
technologies, with the battle for depleting resources. 

Th is concern has long been expressed by many ex-
perts: “Humanity faces the dilemma: either, moving 
linearly, as today, in the foreseeable future we will ex-
haust all resources, and will have to, in fact, return to 
the primitive system, preserving cattle breeding, agri-
culture, fi re, moving by boat, bicycle. In some ways, this 
is grotesque, and it may happen not in 10, but, say, in 
30–50 years, anyway, inevitability of this is obvious. 
And there is also another way: its essence is that we 
must technologically become part of nature, live at the 
expense of fundamentally new, inexhaustible resources 
and technologies created on the model of living nature, 
but using the most advanced technological achieve-
ments. And today, humanity has come close to this” 
(Kovalchuk, 2011: 14).

So, the current economic system is gradually “sprout-
ing” in the NIS.2. Th is stage of economic society devel-
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opment is of transitional nature. Th e progress of sixth- 
generation technologies inevitably makes us face a diffi  cult 
choice: either man remains, and changes the techno-
logical and socioeconomic system, or the system chang-
es man, or both change. I believe that both trends will 
work. But what will prevail? Man with his own princi-
ples of communication, self-development? Th en pro-
duction of material conditions of man’s existence will 
remain at the mercy of technetic beings (growing out 
of the upcoming “Industry 4.0”, artifi cial intelligence 
systems, etc.). 

Th ose needs that can be technologically satisfi ed, 
will not be for man to decide, and to deal with. But ap-
pointment of “technical tasks”, goal setting will remain 
for man. But setting goals in the production sphere 
directly depends on values prevailing in society. Th is 
means that values themselves must change accordingly. 
If goals of such production are determined on the basis 
of the old system of values prevailing today, acute col-
lisions, both social and ecological, will inevitably arise. 

Th e potential for these collisions is rooted in the 
very technologies progress. For example, information 
and communication technologies (ICT) and artifi cial 
intelligence (AI) technologies open up new opportu-
nities in the fi eld of interaction between people. Even 
nowadays, signifi cant part of people’s communication 
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has moved to the virtual space of computer networks. 
And there, not people directly interact with each other, 
but their virtual prints, virtual clones (“avatars”, profi les, 
accounts...), sometimes radically diff erent from their 
real prototypes. And if we consider that AI is able to 
develop its own language of communication…You can 
imagine the space fi lled with virtual clones connected 
by the autonomous communication system.

Is it good or bad?
First of all, we would like to emphasize that in this 

case ethical assessment (“good — bad”, “kind — evil”) 
is more than appropriate, because we talk about moral 
problems of the world, where people will be able to 
solve creative information-cognitive tasks in this way, 
shift ing all routine and secondary functions to virtual 
persons. If such virtual persons are equipped with AI 
systems, they can take over accumulating, processing 
and sorting information fl ows, for example. Self-learning 
artifi cial intelligence can absorb new knowledge and 
even apply it to new objects. However, AI cannot dis-
cover previously unknown knowledge. So, you should 
not yet be afraid of competition from this side for man 
as a species (which cannot be said about some current 
human professions...). Th e fact that human creative func-
tions cannot be replaced by technological processes is 
also emphasized by Alan Freeman (Freeman, 2015: 357).
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However, we should not overlook the problem: who, 
how and for what will use this virtual world? How will 
the rules of the game be set in it? What goals will com-
munication in the virtual space be subordinated to? 
And then, aft er all, you can get to the real virtual horror, 
which is already being written by dystopian science fi c-
tion writers with might and main. 

Let’s leave alone science fi ction writers’ dystopias. 
Most economists, especially today, when, to my mind, 
we have fi nally begun to face problems of the industri-
al production revival, growth of the virtual world dom-
inated by artifi cial intelligence, will most likely treat it 
as a kind of utopia. But we, the author and his colleagues, 
who have spent many years proving the need for rein-
dustrialization, talk today: it’s high time for scientists 
to go further, look into tomorrow, if not the day aft er 
tomorrow, to where the problems of reindustrialization 
(let’s imagine!) have already been solved, or at least they 
are being solved more and more actively. Not forgetting 
about the latest tasks and news, which, of course, press, 
but also not giving up the need for looking beyond the 
horizon.

Th is is all the more necessary and possible because 
experts in the fi eld of natural sciences, taking Vernadsky’s 
ideas about the noosphere as the point of departure, 
state: “Development of NBICS technologies can be-
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come the beginning of the new stage of human evolu-
tion — the stage of purposeful conscious evolution” 
(Baksansky, 2014: 509).

In its rational form, the Noosphere Concept can 
hardly be challenged at all. Vernadsky’s main thesis — 
since the XX century, humanity will become the lead-
ing geological force, and it is now responsible for repro-
duction of the Earth’s biosphere, — has been repeatedly 
confi rmed by historical practice, both in the positive 
and negative sense. Techno genesis1 — creation of the 
technosphere and fi lling it with technosubstance (and 
technetic beings) — has already been competing with 
biogenesis and biosphere in terms of the mass of matter 
involved, and energy costs2. Technosphere has turned 
into a colossal and largely independent from man force, 
which only increases man’s responsibility for containing 
this force within reasonable framework preventing its 
spontaneous destructive impact of techno genic process-
es. Th is responsibility may be realized and turned into 
the system of collective actors’ actions, or it may not be 

1 Th e term technogenesis was coined by Academician Fersman. 
(Fersman, 1934: 27; Balandin, 1978). See defi nition of 
technogenesis: (Kudrin, 2003: 998). 

2 For a large array of data on technogenic pressure on the 
biosphere, see (Karlovich, 2004). 
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realized, or it may be realized but not implemented 
because of collective irresponsibility of humanity. 

Let’s imagine that at some point the “quantitative” 
movement in our present-directed development will 
cross the qualitative line, and explosion will occur... and 
then the new civilization will be born... What will it be 
like? Civilization can develop in two ways: as techno-
tronic civilization, with destruction of man, and appear-
ance of other beings able to exist in that environment 
instead of him… Another way: man can consciously, 
knowingly become the creator of civilization, which I 
would call “noo-civilization”. 

Implementation of the fi rst option is simple: today 
we continue to follow the predatory course, “develop-
ing” the current “economy” (I would say “iconomics” 
since we all pray for our current economic views as for 
an icon, regardless of our economic “confessions”, like 
savages for a totem), creating new simulative needs for 
obtaining new products (technetic, technogenetic spe-
cies), that is, we are following the path of technological 
genetics, and then these species will themselves create 
the new environment. I will note in this regard assess-
ment of representatives of another science: geologists 
also say that today man has already shoveled so much 
mineral, dead nature that he has created much more 
in the last 500 years than nature (a non-biological “civ-
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ilization”) has “shoveled” in hundreds of millions of 
years. 

In our opinion, we are doing smart things, but in 
fact we are preparing a change of civilization if we con-
tinue to go this way. In the noospheric version, people 
are intellectuals, and in the technotronic version they 
are cyborgs. Or, rather, not even people, in today’s view. 
Intelligent beings, yes. But they are not us. And, per-
haps, with another, more “rational” logic of develop-
ment, which people may not “fi t” in. 

Chapter 11. Civilization at the fork: selection criteria

Is there an alternative to this scenario?
Defi nitely. What gives it a chance?

Th e answer is traditional for our concept: knowl-
edge! Th ey have always provided an answer to emerging 
problems and needs. Sooner or later (better sooner!) 
man becomes aware of the path that is preferable for 
him. Th e need for such awareness will arise (it is already 
arising!), and then, accordingly, solutions will be found. 
And here the problem of the fundamentally, critically 
important role of culture (in the broadest sense of the 
word) in man’s awareness of his non-simulative, not 
fake, not “induced” needs, arises in full growth. 
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Current technological development both urgently 
demands and creates the material basis for forming such 
culture that would correspond to “the humanistic, rea-
sonable measuring” of the technological progress. Th e 
latest technologies can lead to appropriate changes in 
human knowledge and consciousness, and shift s in cul-
ture become their necessary product.

Man came out of nature as a biological being. He 
came out relying on the production of products for 
meeting his needs, and the knowledge obtained in the 
production process (Bodrunov, 2016d: 19). For surviv-
ing, man competed, primarily, for material resources. 
But the process of accumulating knowledge and in-
creasing its role resulted not only in growing signi-
fi cance of know ledge (and they became the most im-
portant!) as a resource. In course of this development, 
man was formed as a spiritual being, realized himself 
as personality, and thus, in a certain sense, fi nally left  
nature. 

Such human development led to gradual rising of 
spiritual needs, increase in their importance, compared 
to man’s needs as a material, biological being. And tran-
sition to the NIS.2. relies on prioritization of spiritual 
needs in formation of the entire complex of human 
needs in general, asserting the unity of man as a both 
material and spiritual being.
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“Noo-version” implies rather subtle distinction be-
tween the concepts of “ratio” and “reason”, at least, in 
term of considering humanistic (homo! homo sapiens!) 
components of the current civilization. I believe that 
the framework allowing us to follow the noospheric, 
nooanthropogenic option, noo-version (the version 
that presupposes priority development of the noosphere, 
according to Vernadsky, as the habitat of a noo-being), 
assumes enhanced development of technologies (yes, 
yes!), but only together with enhanced development 
of personality, so that people do not use the “hammer” 
of technologies for destroying nature and their very 
essence, as well as their “civilization”. 

Th e hammer is specifi cally intended for hammering 
nails, for nothing else. Not for hitting on the head. We 
must aware this. And our institutions should develop 
in the way of increasing control over “the hammer of 
technologies” application according to the second option. 
Now, it is necessary for us to focus on this in develop-
ment of so-called “human capital” in general, applying 
all eff orts to this, and implying, to some extent, return 
to formation of a new individual, which was broadly 
discussed in the Soviet times. But now this is no longer 
a fi gure of speech, not a speculative semi-fantastic dream, 
but the urgent need to be met by humanity as a whole. 
And man — it’s historically irrefutable, — will sooner 
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or later be able to assure any needs through knowledge, 
awareness of the way of meeting the need. Knowledge 
embodied in technology. Why can technologies help 
here, if we consider them to be enemies in case of our 
following the way of the technocratic option? Because 
technologies should be focused on necessary for us ar-
eas to be strengthened for the purpose of implementing 
things we need. And to do it rapidly. Adequately (and 
even ahead of !) the pace of implementing the techno-
tronic component of our civilization development. We 
can’t do it without them. 

Why?
Technologies have made it possible to change the 

way of knowledge assimilation, awareness of self as per-
sonality, designing tools that give man the opportunity 
(without meeting simulative needs) to feel completely 
satisfi ed and happy, and to form new, other, not in-
duced by “economic rationality” needs aimed at shap-
ing the intellectual component. Such a tool can also be 
another component created by man — culture. It is 
important to understand that science creating such tech-
nologies, and culture are the same thing from diff erent 
sides. One allows you to know yourself as personality, 
the other allows you to know yourself as personality 
capable for self-cognition. Th ese combined things need 
to be developed via technologies. Technologies aimed 
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at shaping noo-mentality. Noo-technologies. If we go 
along this way, then we cannot no longer talk about 
knowledge-intensity, but about the next stage — noo- 
intensive technologies and noo-intensive production.

Noo-production, accordingly, is the next stage in 
development of knowledge-intensive production. Yes, 
knowledge-intensive production should develop into 
noo-intensive production, integrating with culture, even 
not “integrating”, but growing up in the unity (see Figure 
14). With culture in the broadest sense of the word, 
with man’s upbringing, with upbringing personality. 

Figure 14. Turning knowledge-intensive production 
into noo-intensive one

Knowledge intensive production

Development andDevelopment and
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Noo-production (or noo-intensive production) is based, 
fi rstly, on displacement of man fr om the direct production 
process through extreme increase in his knowledge-inten-
sity, and, secondly, on putting this production under con-
trol of the human mind, supported by the suffi  cient level 
of human culture.1 

Th e main thing is that man still remains a creator, 
an inventor, gains self-respect. Personality appears with 
emergence of personal needs not related to the physical 
being. Th is is how it is determined whether an individ-
ual is personality. If an individual is unwell, that is, he 
does not realize himself as personality, (s)he eats, drinks, 
sends natural needs, like all other animals, and remains 
formally man, but, in fact, this is his animal part, and 
it is secondary. Th e primary part is personality. Personal 

1 Development of this type of production undoubtedly 
means such a qualitative change in the social structure of 
production, which implies rejection of economic criteria 
of rationality in favor of cultural criteria that determine 
focusing the production on meeting man’s reasonable needs, 
and, fi rst and foremost, those for his own development. 
Th is means transition to non-economic society, replace-
ment of economy by Noonomy as the system of relations 
for non-economic regulation of economic activity. For 
more information, see (Bodrunov, 2018).
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development should be at the forefront, if we want to 
go along the noo-path. 

Man becomes personality and can realize himself 
as personality only in society, in the system of public 
relations. And advancement along the noo-path de-
pends on people’s capability for building public rela-
tions in their community.

Development of current technologies not only in-
creases the need for public coordination of people’s 
actions, but also creates preconditions for this. Th ese 
preconditions, of course, are not realized automatical-
ly, because they run into barriers of established interests 
and social stereotypes. It is all the more important to 
get aware of the ideological basis of transition to the 
society that is free from economic rationality.

Th e most signifi cant principle of the ideology is 
that of solidarity, on the basis of which it is possible 
to form the socio-institutional framework to ensure 
non- confl ict interaction of individuals and social 
groups.

Solidarism (solidarisme in French) is the concept 
aims at achieving mutual credibility, cooperation and 
solidarity of various strata of society, combining eff orts 
of various classes, parties, and public associations that 
express certain interests. Ideas of solidarism are imple-
mented through voluntary associations, as well as the 
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system of contractual relations that determine provi-
sion of common interests.

Th e founders of the solidarism concepts were phi-
losopher and economist Pierre Leroux (Leroux, 1840) 
and lawyer Leon Bourgeois (Bourgeois, 1896). Th ey 
liked ending social hostility and transiting to coopera-
tion, mitigating social antagonisms, which they sup-
posed to achieve via the tax system and various social 
support programs. As the necessary condition for this, 
they considered commitment to ideals of democracy, 
equality of citizens’ rights and the desire for mutual 
understanding among various social groups and strata.

In the XX century, the ideas of solidarism were ap-
plied in the political and ideological practice of various 
political parties and social movements as a tool for unit-
ing society, organizing cooperation of social groups and 
strata for the purpose of achieving common goals, etc. 

It is clear that society at its current stage still remains 
market-capitalist and economic one in its core. In this 
society, in most cases, real relations and institutions 
based on ideas of solidarism can be only latent (hidden), 
existing within the framework of the dominant system 
of relations. Solidarism is closely connected with so-
cialization of society and economy, which creates foun-
dations for both the economic progress and mitigation 
of social contradictions. 
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Awareness of this need is refl ected in such concepts 
as “stakeholder capitalism”, and co-competition (some-
times, coopetition), the latter implies combining coop-
eration and competition (Brandenburger, Nalebuff , 
1996).

In Russia, signifi cance of public relations based on 
solidarism is also recognized. Most recently, amendments 
to the Constitution of Russia were adopted, according 
to which Article 75.1 was formulated as follows, “In the 
Russian Federation <...> the balance of the citizen’s 
rights and duties, social partnership, economic, political 
and social solidarity are ensured” (Constitution, 2020).

Chapter 12. Criteria of culture, 
and the modern economic system

Does man have the knowledge that carries the 
imperative of actions based on cultural values? He 

does. Th e society also has it. But in the mass conscience 
its application is limited by fi nancial capital. Human 
heads are mostly stuff ed with information concerning 
promotion of fi nancial capital interests: just look how 
many universities study fi nancial markets, global pro-
cess lines of development (in favor of their application 
in the market, of course!), etc. And how many people 
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are involved in deep research of culture as a phenome-
non? Much less, and we can see it on every stage. 

So when there are attempts to introduce basics of 
Christian Orthodox culture in schools, ignorant people 
kick up a row: why do our children need this Orthodox 
culture? Actually, it’s culture. First of all. ‘Orthodox’ 
comes next. Although Orthodox Christianity clearly 
contains elements of awareness of educating the phe-
nomenon of self-restraint, considering public interests 
as higher than selfi sh ones, etc. In the same way — Islamic 
culture, some other culture. Culture should, for that 
matter, now not be “extinguished”, which is supported 
and strongly pushed by fi nancial capital (educating “con-
sumers”, developing “the consumer society”!), but in-
tensively planted, starting from the early childhood, so 
that man grows up in awareness of the unconditional 
necessity to consider interests of society, understanding 
what is truly “good” and what is “bad”. 

Once I visited a school where so-called gift ed chil-
dren were educated from the age of six till graduation. 
When talking to such a child, you fi nd out that they 
are not interested at all in any phenomena of mass cul-
ture or something their peers are fond of in common 
schools, at the age of 12 already. For example, they don’t 
know these all our pop singers, rappers and on; at the 
mention of their names, they only ask: who is this? Th ey 
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heard about Michael Jackson with half an ear... Th ey 
don’t understand why their peers shout, clap hands and 
go crazy about these idols and everything related to 
them, about all that simulative culture related with them 
(all those baubles, schticks, T-shirts, glasses, etc.) But they 
are well-versed in classical music — not only Tchai kov sky, 
Bach, Liszt, Mozart, but Vivaldi, Albinoni, Gretry, and 
Meyerbeer, and others, as well. Th ey know not only 
their biographies, they know their lives in details, they 
are interested in it. Th ey read notes at sight. Th ey read 
music at sight. Th ey truly hear music. In the Internet, 
they listen to classical pieces to compare with musical 
notations instead of hunting websites with ‘schticks’... 

You see, he is a human of culture. I’m sure, when he 
grows up and matures he will hardly have any thoughts 
about making money by providing shit to other humans 
or hammering a need for this shit into human’s heads. 
Do you get it? Th ey are people of the new generation. 
Indigo. It’s them the society needs to educate — culture 
experts, mathematicians, engineering experts, people 
with fresh ideas who are not hungry for material goods 
(provided they are satisfi ed adequately), whose interests 
will be above vested interests of “absurd-preneurs” that 
are currently in mass produced by the society enslaved 
by the fake paradigm, where entrepreneurship takes 
priority over culture. 
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It needs to be nurtured in school and everywhere. 
But society has to do a lot for that purpose, fi rst of all, 
to realize that it requires changing the entire program, 
changing the education system, changing teachers, for 
that matter, changing educational and training tech-
no logies, changing many things. Th is process should 
cover much more areas than productive education only, 
much more. S.Y.  Witte Institute for New Industrial 
Development (INID) and Congress of Education, 
Academic and Research Workers (CEAW)) annually 
hold in Moscow a conference: the IES Congress (on 
integration of Indust ry, Education and Science). And 
at this Congress, no less importance is attached to the 
role of culture, which, perhaps, even comes out on top.

But now we are doing nonsense. Millions of people 
are starving because someone selects and concentrates the 
product with the help of today’s global tools of capitalism, 
and through these tools of the current structure of so-
ciety, resources are concentrated on mythical things: 
investments, development… Th e development of what? 
Economy? Zoonomy? Relations that lead to disaster? 
All this is not necessary. We can eat food, put on clothes, 
see ourselves on TV or show something/someone there, 
go somewhere, get treatment/education/work, and this 
is enough to live with real, not simulative needs. In the 
real world, and not in the world of chasing the illusion 
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of endless consumption growth. What do we need three 
TVs, fi ve, six, eight, twenty-eight for?.. Do you want 
each to have own Trump Tower?..

I am not calling for voluntary “poverty”, not at all! 
Technologies, with their directional accelerated and 
conscious development, are able to satisfy real human 
needs in the near future. Th is path “is connected with 
emergence and development of convergent NBICS- 
technologies to create new, harmonious noosphere, where 
its three components — biosphere, technosphere and 
society — will not confl ict, but complement each oth-
er, will be interconnected, convergent. By choosing this 
path, humanity gets the unique opportunity not only 
to preserve civilization in the near historical perspec-
tive, but also to equalize the time of its existence with 
the time of the Earth’s geological existence, and perhaps 
extend it beyond this boundary, spreading civilization 
beyond our planet” (Kovalchuk, et al. 2011).

I will note, though, that it is possible to be based 
on NBICS-convergence of technologies, only relying 
on the powerful industrial basis of the fi ft h and sixth 
technological paradigms, and not on mirages of “the 
service economy”, and especially not on degradation of 
the industrial sphere. Realization of this new imperative 
can and does occur unevenly: some public systems (coun-
tries and their unions) are getting ahead, actively solv-
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ing problems of reindustrialization, some are only debat-
ing the necessity of starting to restore material production. 
And for billions of people on Earth, even technologies 
of the third and fourth paradigms are still an unattain-
able dream…

Chapter 13. Th e economy of “fi nancial bubbles” 
versus the economy of development

In recent decades, growth of the permanent sys-
temic crisis has become increasingly evident (Bo-

drunov, 2017; Glazyev et al., 2011), which, however, is 
not recognized by everyone. And although the fall in 
global and national GDP triggered by the fi nancial crisis 
of 2008, judging by economic statistics, has been suc-
cessfully overcome, the reasons that caused the collapse 
of leading countries’ economies have not disappeared. 
In the modern economy, a lot of contradictions have 
accumulated, which cease to play the role of a source 
of its development, since it is almost impossible to over-
come them within the existing business paradigm. 

In the current market economy, the disparity be-
tween fi nancial and real capital is so signifi cant that it 
is possible to talk about the hyper-development of fi -
nancial capital, which we consider as one of the threats 
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to stability of the economy and one of the main reasons 
for its stagnation. Th e assets of banks in Western Europe 
exceed the respective countries’ GDP by 2–3 times. In 
the US, the national debt exceeded the volume of GDP; 
volumes of insurance, mortgage funds, mutual funds, 
etc. (each of them!) have approached to the GDP vol-
ume. Derivatives exceeded world GDP by 6.5 times; 
US GDP — by 27.5 times (CME Group, 2014). Th is 
infl ating of fi nancial bubbles in pursuit of the illusory 
goal of global fi nancial hegemony has already led to a 
number of deep crises, but it has not brought prosper-
ity to the United States, moreover, it has slowed down 
their real development (Desai, 2020: 268).

Let’s start with the historical aspect of the problem. 
In classical political economy, it is considered that mon-
ey and the fi nancial relations generated by it are not an 
obligatory attribute of economic activity. Money is the 
result of long historical development of mankind. Th ey 
arose as a consequence of the economy development 
above a certain level, overcoming of which led to emer-
gence of stable production of the surplus product that 
took over time the form of goods. Exchange trading 
was inconvenient and not always eff ective, which led 
(in some monetary theories — spontaneously, in oth-
ers — on the basis of conscious acceptance of the ap-
propriate individual or collective decision) to emer-
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gence of a monetary equivalent of the cost (value) of 
the product. It got possible to accumulate value in 
monetary units, which led to establishing monetary 
funds (although it was not always money in the modern 
sense: their functions could be performed by cattle, 
grain, metals and other goods that acted as monetary 
equivalents). 

Th e owners of funds began to acquire profi t from 
them, the source of which was payment for the use of 
borrowed funds. Ultimately, due to the greater simplic-
ity of accumulating profi ts, usury has developed. 

Th is fi nancial institution has become very eff ective, 
but it exists not in the sphere of goods production, where 
new values are created by human labour, but in the sphere 
of monetary funds circulation, where values are only 
redistributed. Th is effi  ciency is fundamentally based 
on injustice: someone’s gain is based on the others’ loss. 
Penetration of the usury institution into the social “fab-
ric” leads to formation of other social institutions on the 
unfair basis. Unfair fi nancial relations based on usury 
subordinate other social institutions and, fi rst of all, 
production proper. 

In the future, this fi nancial institution became an 
important factor in active development of capitalism 
as a new social system. However, at the initial stages, 
profi t extraction was mainly mediated by the spheres 
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of production and exchange of goods. Accordingly, in-
vestments had to go through a diffi  cult path, necessar-
ily including such stages as production and exchange. 
Financial capital was necessary aid in this process. We 
emphasize once again, the main role was played by pro-
ductive, industrial capital. Why did this happen? Because 
the primary need of the growing society was one for 
goods: it was necessary to “dress in something and live 
on something”. On the base of this need, the industrial 
mode of production arose, which gave rise to the cap-
italist industrial society (according to Marx). 

With development of capitalist relations, the role 
of fi nancial capital grew. Financial transactions are the 
easiest and fastest way to acquire/accumulate profi t. 
Th e rapid growth of industrial production formed the 
need of society for developing fi nancial technologies. 
Credit organizations and appropriate tools have ap-
peared. Meanwhile, development of fi nancing as an 
institution, fi nancial instruments and technologies, due 
to faster turnover of capital, was carried out quicker 
than development of production proper, which required 
large costs and operations to acquire profi t. 

At this stage, the monetized equivalent still could not 
exist without the real economic sector. Financial fl ows 
in industrial society played were of great importance, 
though their role remained still auxiliary, servicing one 
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in the reproduction process. In the future, fi nance, ini-
tially built into the product production process, grad-
ually turned into an equivalent element of the economy, 
and then into the main one. Th e real and fi nancial sec-
tors were gradually changing places. Th e fi nancial sec-
tor, as it grew, built in (only in necessary cases!) pro-
duction in the process of making profi t. 

Why did this happen? We identify two key reasons: 
1. Easier/faster/more effi  cient accumulation of profi ts 
in this sector of the economy. 2. Th e capitalist is ulti-
mately focused not on manufacturing goods (say, oil or 
machinery), but on making profi t in any form: for exam-
ple, in commodity (e.g. boots or cucumbers), but bet-
ter — in monetary, which is more convenient and uni-
versal. In the endless chain of capital fl ow, there occurred 
the priorities change: instead of C-M-C (Commodity-
Money-Commodity), it took form of M-C-M’. Th e 
new formula led to the shift  in the economic world-
view: money was considered not as a mediator between 
goods, but on the contrary. Hence, there is the trend 
towards squeezing out productive capital (more com-
plexly arranged and “extracted”) by fi nancial capital, 
which has subdued productive capital at the present 
stage. M-C-M’ is replaced by M-M’.

Today, this trend has become so signifi cant that it 
is possible to talk about its fundamental impact on the 
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economy. Since the end of the XIX century, this trend 
has been intensifying, which was refl ected in the works 
of R. Hilferding (Hilferding, 1959), V.I. Ulyanov (Lenin) 
(Lenin, 1915/1969), etc. Currently, dominance of fi nan-
cial capital over real economic sector capital has been 
called fi nancialization (Binswanger, 1999; Minsky, 1986; 
Timberlake et al., 1998; Sweezy, 1994; Tobin, 2003; 
Toussaint, 2017). Th e causes and content of this process, 
as a rule, are not disclosed in detail, only its quantitative 
characteristics are given, although in recent years mono-
graphs and articles that analyze this phenomenon have 
appeared (Yershov, 2005; Porokhovsky, 2017; Ryazanov, 
2016). Since profi t accumulation is carried out in mone-
tary form, when the limits of market saturation (satis-
faction of real needs) are reached, but with the constant 
preservation of the capitalist’s wish to make profi t, the 
change in the nature/type of satisfaction of needs and 
the type of market is inevitable. 

Instead of “the buyer/consumer market” (which 
mainly forms real needs), “the seller’s market” is being 
formed and is growing more and more, which requires 
new sources of profi t, and it begins to actively infl uence 
consumer preferences, including stimulating formation 
and expansion of simulative needs. Th us, fi nancialization 
changes not only the relationship between the real and 
fi nancial sectors of the economy, but also the structure of 
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the real sector, including the structure of material produc-
tion, and in the future — the social structure, due to chang-
es in behavior patterns, values and world perception. 

Financial capital as a more fl exible and dynamic 
form of capital actively and eff ectively uses these trans-
formations. Th e progress of material production tech-
nologies as a factor in fi nancial capital expansion is the 
front side of the coin. Th ere is, however, a back side, 
which we will talk about below. And now let’s look 
carefully at the front side of the medal. Th e greater fl ex-
ibility and dynamism of fi nancial capital are determined 
by diff erences in investing in various sectors of the econ-
omy. Th ere is specifi c diff erence between technological 
investments of fi nancial and production capitalists. 
Both an industrialist-capitalist and a fi nancial capitalist 
strive for maximum profi t. For minimizing costs, once 
he has mastered production of a certain product (hav-
ing made investments in technology and equipment), 
he will produce it without changes, “skimming the 
cream” (according to F. Kotler (2007)), until for this 
product, the limit of the market saturation is reached, 
there will be no saturation of the need, and technolog-
ical investments will not pay off , and if he did wrong 
investments, until competition pushes him. And only 
aft er that, improvement is initiated and innovation is 
created. 
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Formation of fi nancial institutions for making prof-
it actively contributed to development of the institute 
of innovation, giving it constant acceleration. And this 
is another way out to the problem of correlation be-
tween fi nancialization and development of the NIS.2. 

It is appropriate to recall the thesis that has been ac-
tively discussed in economic science since the mid-XX 
century and has been consolidated in the state policy 
of many countries, including the USSR. It is about “ac-
celerating the STP (scientifi c-technological progress)”. 
Where did it come from, this acceleration? Why did 
the STP suddenly appear, and even began to accelerate? 

It is no secret that in the market economy, the main 
economic reason for this was (and is) the desire to in-
crease profi t. Meanwhile, development of innovations, 
acceleration of their implementation form prerequisites 
for supporting by them other processes (in particular, 
through investments) and the innovative process proper, 
creating the eff ect of accelerating acceleration of the STP. 

Now, let’s consider the back side of fi nancialization: 
its negative impact on the technologies progress, the 
economy and the society. Financialization, brought to 
life to a considerable extent by the technologies prog-
ress, like any parasite, begins to devour the body on 
which and thanks to which it has grown, causing the 
capital overfl ow from the material production sphere 
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(including the innovative one) into the fi nancial inter-
mediation sphere. But that’s not all. Due to its nature, 
it is forced to support and accelerate the innovation 
process, but at every opportunity it weakens the sourc-
es of development of the material production. Moreover, 
as shown above, this sphere focuses the material pro-
duction on meeting simulative needs, to a large extent 
contributing to expansion of the latter. 

What can growing fi nancialization of the economy, 
and indeed of the entire society, lead to? Financial cap-
ital and capitalism, by their very nature, require constant 
additional income (profi t). How can this be ensured? 
In our opinion, there are several ways. First, about the 
second, simulative path. It assumes further expansion 
of the fi nancial sector and, apparently, in the future 
— its complete separation from the real sector of the 
economy. Th e key idea of this path can be formulated 
as follows: “money makes money”, and makes it “out of 
thin air”. It is obvious that this is a dead-end path, as 
the global crisis of 2008 convincingly demonstrated. 

Th e fi rst way is productive one. Its essence is expan-
sion of production. Here we mean creation of new prod-
uct, and, consequently, profi t is not made “out of thin 
air”. As it is known from classical political economy, 
any production means creation of a product from the 
natural substance(s) via application of human labour. 
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But the natural resource is rapidly reducing, and this is 
one of global problems of current humanity. And since 
simulative needs become dominating, it means that the 
processed natural resource is largely spent not on meet-
ing the real needs of society, but, ultimately, on waste. 
With preservation of economic and social relations in 
the current development paradigm, this path also turns 
out to be a dead end. 

We come to the most important thing — to the role 
of fi nancial capital in transformation of the industrial 
capitalist mode of production into the Noonomy. In 
the book “Noonomy” (Bodrunov, 2018), we performed 
the scenario analysis, according to which growing fi -
nancialization contributes to accelerated movement of 
civilization towards a global crisis. Changing the para-
digm of social and economic development is obvious 
and mandatory. Th ere is a vital (and objective!) need 
for “limiting capitalism”, rationalizing needs of society 
and ways of meeting them, and transiting to the NIS.2 
and the subsequent noo-social constitution (while main-
taining, and developing the industrial method of pro-
duction to meet the real needs of people, and refusing 
to increase the simulative needs). 

Th is transition becomes an objective need (it should 
be priority implemented because of evolution of fi nancial 
capital as an institution into hypertrophied forms). We 



have (also objectively!) the opportunity for implement-
ing this transition — through accelerating acceleration 
of the STP due to faster, “accelerated” development 
compared to that of economic institutions, ensuring 
transfer of economic activity from the economic form 
to the non-economic one within the framework of the 
noo-social development paradigm, and thus making 
the transition inevitable! But in the noo-industrial so-
ciety, the material basis of which is in the sphere of 
non-economic relations, the objective function of eco-
nomic relations — making profi t — will disappear! 
And together with this, the fi nancial capital itself as the 
institution that provides this function. 

Th e question arises if the innovation process will 
disappear too. No, because it is provided not only for 
the purpose of making profi t (even in the economic 
society), but also for other purposes, particularly, the 
need for meeting man’s need for creativity, which will 
increase, and in the noo-industrial society, creative work 
will become the main man’s need. 
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Introduction

The owl of Minerva, Hegel once remarked, takes 
wing at dusk. Knowledge results from refl ection 

aft er the tumult of the day. Th is gloomy view may be 
too sweeping, but it certainly applies to the multipolar 
world order. Infl uential fi gures began hailing it in the 
wake of the 2008 fi nancial crisis and the Great Recession. 
Th e American president of the World Bank spoke of “a 
new, fast-evolving multi-polar world economy” (World 
Bank, 2010). Veteran international fi nancier George 
Soros predicted that “the current fi nancial crisis is less 
likely to cause a global recession than a radical realign-
ment of the global economy, with a relative decline of 
the US and the rise of China and other countries in the 
developing world” (Soros, 2008). However, the multi-
polar world order was much longer in the making. 
Developments of this magnitude simply don’t happen 
overnight even in a crisis (though, as we shall see, emerg-
ing multipolarity was a decisive factor in causing it), 
and this has important implications for prevailing un-
derstandings of the capitalist world order.

Recent accounts stressed its economic unity: glo-
balization conceived a world unifi ed by markets alone 
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while empire proposed one unifi ed by the world’s most 
powerful — “hegemonic” or “imperial” (the terms tended 
to be used interchangeably) — state. Th ey also assumed 
either that nation-states were not relevant to explaining 
the world order (globalization), or that only one, the 
United States, was (empire). We can call these views 
cosmopolitan, a term the Oxford English Dictionary 
defi nes as “not restricted to any one country or its in-
habitants” and “free from national limitations or at-
tachments”. Neither can explain the multipolar world 
which is the result of national states playing large and 
openly acknowledged economic roles to boost growth 
in the emerging economies, pre-eminently China, frac-
turing the world economy and undermining the United 
States’s importance in it. Th is development suggests 
that the cosmopolitan understandings are not only ob-
solete, they were never accurate.

Moreover, it was not just in emerging economies 
that states played important economic roles. Th e infl u-
ential Financial Times proclaimed that “Th e State … is 
back” (Wolf, 2009), scrambling to respond to the crises 
with bailouts and fi scal stimuli aft er three decades when 
anti-state and pro-market ideologies — neoliberalism as 
well as globalization and empire — dominated. In reali-
ty, these ideologies notwithstanding, the state had never 
gone away and the world’s economies retained their na-
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tional distinctiveness, as the Eurozone crisis underlines 
so starkly. Even in the Anglo-American heartlands of these 
ideologies, states continued to play important economic 
roles, only more one-sidedly in favour of the wealthy.

As the acknowledgement of multipolarity upsets 
more and more received wisdom, Geopolitical Economy 
seeks to lay the foundation of more accurate under-
standings by advancing three major arguments.

Th e fi rst and most fundamental argument insists 
on the materiality of nations. It sees the capitalist world 
order and its historical evolution as the product of the 
interaction — confl icting, competing or cooperative — 
of multiple states. Th is interaction is governed by the 
economic role each must play in managing capitalism 
and its crisis tendencies — chiefl y its constrained demand 
and consequent surfeit of capital — which only grow 
sharper as capitalism matures. Th is economic role in-
volves both domestic economic action and internation-
al engagement. Th e geopolitical economy of the capi-
talist world order this argument yields draws on the 
intellectual resources of classical political economy up 
to and including Marx and Engels, the classical theories 
of imperialism, later critiques — like those of John May-
nard Keynes and Karl Polanyi — of neoclassical eco-
nomics, the developmental state literature and econom-
ic history, such as that of Robert Brenner. In it, states” 
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international interaction is seen in terms of the dialectic 
that the Bolsheviks termed uneven and combined devel-
opment (UCD). On the one hand, dominant states seek 
to preserve existing uneven confi gurations of capitalist 
development which favour them, including through 
formal and informal imperialism. On the other, con-
tender states (a term gratefully borrowed from Kees 
van der Pijl (2006) accelerate capitalist, and in some 
cases such as the USSR, communist, development to 
contest imperial projects of dominant states. Such hot-
house development is called combined development 
because it combines or compresses many stages into 
shorter and more intense bursts. Despite the economic, 
geopolitical, military and ideological power marshalled 
by dominant states, so far the latter tendency has dom-
inated in UCD — sometimes against great odds and 
with apparently interminable delays. Th is politico-eco-
nomic dialectic, and not the market or capitalism con-
ceived in exclusively economic terms, is responsible for 
productive capacity spreading ever more widely around 
the world. By the early twenty-fi rst century it had cre-
ated the multipolar world in which there were now too 
many economies that were too substantial for any one 
of them to even hope to dominate the rest.

Th is last point is critical: the present crisis marks 
the end a long phase in the history of the capitalist world 
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order, and of imperialism, the phase characterized by 
the actual or attempted dominance of single powers. 
In this phase, cosmopolitan views of the capitalist world 
order as a single unifi ed world economy in which most 
states played no economic role served critical ideolog-
ical functions. Th ey dissimulated the economic roles 
of the imperial states or disguised them as benevolent-
ly “hegemonic”, and they discouraged and forestalled, 
where possible, those of contender states. Nineteenth- 
century free trade, under which UK imperial ambitions 
were advanced, was the fi rst of a succession of such ide-
ologies. It was followed by twentieth-century hegemo-
ny stability theory (HST) and, more recently, the much 
shorter-lived globalization and empire, all of which ar-
ticulated US attempts at world dominance. Like the 
imperial projects they articulated, these ideologies were 
never uncontested. Th is book builds on the dissenting 
traditions listed above.

Th e second argument is that the world dominance 
of the fi rst industrial capitalist country, the United King-
dom, was inevitable as well as unrepeatable. Th e further 
unfolding of UCD, in which the combined develop-
ment of contender states undermined UK dominance, 
also ensured that such dominance was no longer pos-
sible. US attempts to emulate it, beginning in the early 
twentieth century, had to be scaled back: eschewing 
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territorial empire the United States confi ned itself to 
making the dollar the world’s currency and New York 
its fi nancial centre. Even in this modest form, the US 
imperial enterprise would fail. Th us, the widespread 
idea that the United States was (or is) hegemonic is 
simply false. What is true is that the United States en-
gineered a succession of unstable arrangements through 
which it pursued its imperial mimesis. Th e tremendous-
ly harmful military and economic actions it entailed 
have been justly and unfl aggingly exposed by genera-
tions of critical and progressive writers. Th is book makes 
arguments that these US actions were the price of the 
benefi ts of US “hegemony” ring even more hollow than 
they ever did.

Indeed, ideas about US hegemony — that cluster 
of theories usually grouped together as HST — were 
rooted in little more than the United States’s mimetic 
imperial aspirations. HST emerged in the 1970s aft er the 
most promising attempt to realize these aspirations — 
installing a gold-backed dollar as the world’s currency 
at Bretton Woods — had already failed. All versions of 
HST retrospectively posited a postwar US hegemony 
clinched by the dollar’s world role, supposedly based 
on the overwhelming economic and fi nancial domi-
nance the United States achieved aft er the Second World 
War. However, that dominance was wrought by war and 
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would prove temporary. Internationally, the United 
States was just one, albeit the largest, among a growing 
number of states pursuing combined development more 
powerfully than ever. Domestically, the US economy 
was a national, not an imperial economy. In these cir-
cumstances even the scaled-down US attempts to emulate 
the United Kingdom’s nineteenth-century dominance 
could only give this sort of single-power dominance a 
strange aft erlife.

Finally, it is possible to track crisis-ridden career of 
the dollar as the world’s money to demonstrate its third 
major argument: that globalization of the 1990s and 
empire of the 2000s were ideologies of the two most 
recent US attempts to maintain that role, not genuine 
theories. Th e dollar’s world role was problematic from 
the start, and its mounting troubles led to the closing 
of the gold window in 1971. Th ereaft er the dollar con-
tinued to be the world’s currency, and to plague it with 
fi nancial troubles. As the dollar lurched from one un-
stable basis to another, its ability (not to mention suit-
ability) to continue in this role was regularly cast into 
doubt. As attempts to sustain the dollar’s world role, 
globalization and empire rested on the vast increases 
in dollar-denominated world fi nancial fl ows. Th ey were 
the main element of what came to be known as fi nan-
cialization. It enabled capital to fl ow into the United 
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States. It fl owed into the US stock market under global-
ization as Federal Reserve chairman Alan Greenspan 
fed illusions about the US’s “new economy” and “hidden 
productivity miracle”. And it fl owed into the swelling 
market for US mortgage-backed securities as Greenspan 
and his successor Ben Bernanke fed new illusions about 
the trajectory of house prices and the justifi ed capital 
fl ows into the United States under Bush Jr’s empire. 
Th e fi nancial crisis in which the latter culminated leaves 
the US administration no viable options to stabilize the 
dollar’s world money role. Arrangements for displacing 
the dollar in international payments are being proposed 
and even made — from an expanded role for special 
drawing rights (SDRs) through barter and swap ar-
rangements for trade fi nancing to regional institutions 
for reserve pooling. While it is still diffi  cult to tell ex-
actly how long the dollar’s already diminished role will 
linger, and it has certainly been prolonged by the crisis 
in the Eurozone, its fate is now governed by forces its 
makers cannot control.
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Chapter 1. Globalization or Multipolarity?

As the 2008 fi nancial crisis and the accompanying 
“Great Recession” slowed growth in the advanced in-
dustrial countries, emerging economies continued to 
grow rapidly, accelerating the shift  in the world’s eco-
nomic centre of gravity towards the latter, particularly 
China, and giving the lineaments of a multipolar order 
sharper defi nition. “Globalization” and “empire”, the 
dominant cosmopolitan approaches to understanding 
the contemporary world order as a more or less single 
seamless unit lost their self-evidence. “Globalization” 
had portrayed the world economy as unifi ed by markets 
and “empire”, by a leading state, most recently the US: 
for the former no state mattered and for the latter, only 
one did. For both, the division of the modern capitalist 
world into a multitude of states was a fact of little con-
sequence. 

Th e reality of multipolarity crept upon exponents 
of “globalization” and “empire” from behind and took 
them unawares. In contrast to their common assump-
tion of a unifi ed world economy and world order, mul-
tipolarity refers to a fi ssured world economy in which 
international economic governance is sharply contest-
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ed between the advanced industrial and emerging coun-
tries. Instances of such contestation abound: the still- 
languishing Doha round of World Trade Organization 
negotiations; the failed Copenhagen climate talks; or 
the establishment of alternatives arrangements — de-
velopment banks and currency reserve arrangements 
of and among the BRICS countries and other emerging 
economies — that undermine the centrality of west-
ern-dominated international fi nancial institutions such 
as the World Bank and the International Monetary Fund 
(Grabel, 2011; Desai, 2013b). Moreover, multipolarity 
is the result of more or less successful state-directed 
development by states willing and able to reject the 
platitudes of globalization and defy the menace of em-
pire (Desai, 2013c). As such it directly contradicts the 
thesis of that the division of the world into nation-states 
is inconsequential. Finally, though crisis accelerated, it 
did not create, the trend toward multipolarity: the trend 
was long in the making. So globalization and empire 
are not merely outdated, they were never accurate.

Th e emergence of multipolarity constitutes an his-
toric transition, the beginning of the end of the Western 
dominance capitalism inaugurated. Given that it is the 
everyday work of Marxists to concern themselves with, 
and explain, precisely such epochal transitions, it is re-
markable that the advent of multipolarity fi nds con-
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temporary Marxists on the intellectual back foot. Instead, 
over recent decades they had hitched their wagons to 
precisely those approaches — globalization and empire 
— whose inaccuracy current developments have ex-
posed. 

Most Marxists adhered to some version of global-
ization and did so in the name of Marx. He was, they 
claimed, the fi rst, and the superior, theorist of global-
ization, usually on the strength of certain passages from 
Th e Communist Manifesto (though Renton 2002 off ers 
a wider selection of such passages). For them globaliza-
tion was simply the poor cousin of the capitalism Marx 
do brilliantly analysed: “For Marx, globalization is ul-
timately a product of the dynamism of the capitalist 
mode of production” (Kiely, 2005: 34). Even a Marxist 
critic of globalization discourse, who had insightfully 
exposed a grave and fundamental fl aw in it — that it 
makes globalization both the explanandum and expla-
nans (Rosenberg, 2000: 3) — similarly reproached glo-
balization literature for “representing the contemporary 
world as having moved decisively beyond the imagina-
tive reach of classical writers such as Karl Marx” (Rosen-
berg, 2000: 14). ( For a fuller critical engagement with 
Rosenberg, see (Desai, 2010b)). Widespread as this no-
tion of globalization as native to Marxism is, it will make 
clear just alien and invasive a species it actually is. 
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Th ough some notion of US “hegemony” or “empire” 
is fairly widely held among Marxists, the few who actu-
ally wrote about it took leave of Marxist theories and con-
cepts even more completely. “Empire” discourse, which 
portrayed US imperium as the only force that could 
stabilize the world, politically and economically (See 
e.g. Boot, 2003; Ferguson, 2004; Maier, 2006; Mallaby, 
2002) was just an updated and more triumphalist ver-
sion of Hegemony Stability Th eory (HST) that fi rst 
emerged in the early 1970s (Kindleberger, 1973/1986). 
Its Marxist adherents, of course, criticized US “empire”. 
However, in doing so, they supported the empirical 
assertions of HST and “empire” discourses. While some 
gestured towards the classical Marxist theories of im-
perialism that emerged in the early twentieth century, 
such gestures remained empty: aft er all, competition 
between capitalist countries — both industrial and im-
perial — lay at the core of these the classical theories while 
HST and empire discourses, including their Marxist 
versions, such the possibility of contestation even though 
the major development in the postwar capitalist world 
was the dissolution of formal colonialism, giving polit-
ical independence and policy autonomy to newly inde-
pendent states (see, e.g. Harvey, 2003; Panitch, Gindin, 
2004) HST fi rst proposed that a single state controlled 
the world order in the 1970s, when developing coun-



165 Globalization or Multipolarity?

tries” challenge to the existing distribution of power, the 
New International Economic Order (NIEO) reached a 
peak while empire discourses emerged just when the 
BRICs phenomenon was fi rst announced (O’Neill, 
2001). 

Th e captivity of most Marxists in approaches inca-
pable of comprehending or explaining multipolarity is 
doubly ironic. Th e fi rst irony is that Marx and Engels’s 
writings contain a deep, rich and sophisticated under-
standing of the capitalist world order and its dynamics, 
of what Marx aptly termed “the relations of producing 
nations”. For them, the division of the capitalist world 
into a number of competing jurisdictions (initially em-
pires but, even in their time, increasingly nation-states) 
was indeed consequential. Moreover, later Marxists built 
their theories of imperialism and of uneven and com-
bined development (UCD) — theories which must be 
recognized as the fi rst theories of capitalist internation-
al relations — on this understandings. Contemporary 
Marxists adherents of globalization and empire are in-
nocent of any appreciation of these theoretical achieve-
ments of their avowed intellectual forebears.

Th e reason they are, and here is the other irony, is 
not any suppression of Marxism by its enemies but the 
result of Marxists” own abandonment of political econ-
omy, the classical tradition of understanding the origin, 
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evolution and fate of capitalist society of which Marx 
and Engels constituted the peak, for something called 
“Marxist economics” in response to the emergence of 
neoclassical economics. I have discussed this elsewhere 
in some detail (Desai, 2010a: 122–4) and will only sum-
marise it here briefl y. 

Marx and Engels made political economy useless as 
a tool for legitimizing capitalism just when the chal-
lenge from an increasingly well-organized working class 
was getting serious (Clarke, 1991). Neoclassical eco-
nomics emerged to replace it and diff ered from politi-
cal economy in key respects. First, political economy 
was historical: concerned with the origin (and end) of 
capitalism and its historical specifi city as a form of so-
ciety. In contrast, neoclassical economics formed the 
core of a new intellectual division of labour among ahis-
torical social sciences that have remained with us since. 
Each confi ned itself to a particular aspect of society and 
described and analysed it simple present tense — social 
groups do this, workers do that, infl ation does the oth-
er — as if they never changed, certainly not because of 
their own contradictions. Secondly, political economy’s 
search for the objective basis of value which had, on 
Marx’s reading in Th eories of Surplus Value, driven the 
development of political economy, was abandoned as 
was Marx’s account of value. In neoclassical economics 
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values were merely subjective valuations which deter-
mined prices. Finally, neoclassical economics papered 
over capitalism’s tendency to crisis by adopting Say’s 
Law and assuming equilibrium. 

Th ese shift s enabled a conception of capitalism as 
an unchanging, self-contained, market driven and cri-
sis-free system, a “purely economic” system, for the fi rst 
time. In it states played no role because no contradic-
tions or crises required them to. Rather than contesting 
this alien and antithetical new discourse with the the-
oretical arsenal of Marxism, by the early twentieth cen-
tury, Marxists had wheeled the Trojan horse of neoclas-
sical economics into the Marxist citadel. Th e result was 
“Marxist economics”. It attempted to assimilate Marx 
and Engels” analysis of capitalism into the intellectual-
ly and politically opposed methodological and theo-
retical framework of neoclassical economics. Of course, 
it could not be done and the result of the enterprise was 
a rejection of key theoretical and analytical gains made 
by Marx and Engels instead. When they attempted to 
recuperate the notion of objective value, they only end-
ed up complaining that Marx’s analysis suff ered from a 
“transformation problem”, that is, it was unable to “trans-
form values into prices”(on this see (Freeman, 2010) 
and (Kliman, 2007)). Prey to notion of equilibrium 
and Say’s Law (on which more below), Marxist econo-
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mists either asserted, against all textual evidence, that 
Marx did not believe the paucity of consumption de-
mand constituted a major contradiction and source of 
crisis in capitalism or asserted that he was wrong to do 
so (Desai, 2010a). Contrary to Marx’s insistence that 
the rate of profi t tended to fall, robbing capitalism of 
its dynamism over time (which would have had to be 
replenished by developmental states), Marxist econo-
mists have resorted to the Schumpeterian belief in ris-
ing rates of profi ts and an undying dynamism of capi-
talism quite contrary to the historical record (Freeman, 
2014). 

Th is purely economic conception of capitalism was 
necessarily economically cosmopolitan for the same 
reason: there are no states, whether regulatory or de-
velopmental, and no imperialism, at least none that 
matter (Zarembka, 2002: 8). It was also necessarily crisis- 
free, standing in no or little need for state regulation and 
direction. Such a conception of capitalism might dis-
simulate capitalism’s injustice and anarchy, but only at the 
expense of understanding it. It also explains the credu-
lity of contemporary Marxists towards globalization 
and empire. Its eff ect was all the greater because in the 
twentieth century the leading edge of Marxist theorising 
abandoned Marx and Engels’s concern to understand 
capitalism and its dynamics to pursue philosophical 
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themes (Anderson, 1976). Most of these other Marxists, 
the majority, simply took Marxists economists at their 
word. 

Only a return to classical political economy which 
culminated in Marx and Engels can replace faulty ap-
proaches like globalization and empire and lay the foun-
dations for what I have elsewhere dubbed geopolitical 
economy (Desai, 2013a). Here I outline the real view 
Marx and Engels had of the role of the state domesti-
cally and internationally, one rooted in their analysis 
of capitalism’s historical specifi city, dynamics and con-
tradictions in which states were central as were their 
domestic and international economic roles. 

I shall show that political economy before Marx 
and Engels was already at great variance from the free 
market and free trade view both in understanding econ-
omies domestically and in their interrelations. Th is lays 
the basis for the main discussion Marx and Engels con-
ception of capitalism and the economic roles of states. 
I then briefl y recall how this conception underlay the 
work of the fi rst theories of international relations which 
pre-dated the bourgeois discipline. 
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Chapter 2. Classical Political Economy 
and the Ricardian Fictions

Marx and Engels had considered political econ-
omy until the mid nineteenth century at least 

to be a genuinely scientifi c enterprise which emerged 
alongside capitalist society to comprehend it, not mere-
ly celebrate it. Th e “economy” was not separated from 
“society” or “politics”: all constituted elements of a his-
torical whole whose evolution was the work of its col-
lective agents, the social classes — mainly landlords, 
capitalists and workers. To understand that evolution, 
political economy sought to “defi ne the economic re-
lationships between these classes and to discover the 
laws that governed the development of these relation-
ships” (Clarke, 1991:13). And it noted the extraction of 
surplus and the recurrence of crises even if it could not 
explain them, and the state’s actions in redress the prob-
lems raised by them. 

In the thought of William Petty, one of its earliest 
practitioners, the object of political economy was “the 
“body politick”, that is, the state, in the combined sense 
of political system and economic system” (Roncaglia, 
2005: 58). It was not just that revolutionary takeovers 
of the state by the bourgeoisie were necessary to estab-
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lish capitalist society. Th e state was central to managing 
capitalism’s contradictions — through both domestic 
regulation and international actions such as protection 
to imperialism (Bagchi, 2004, 2005; Heller, 2011). 

Adam Smith is generally regarded as the originator 
of the idea of a free market and free trade capitalism. 
However, the Wealth of Nations is anything but a paean 
to unfettered markets. Rather, it is “an immanent cri-
tique of commercial society”, attempting to show that 
its “fundamental categories” “such as capital and labour, 
would themselves suggest their own critique if they were 
analysed thoroughly in relation to one another” (Göç-
men, 2007: 113) see also (Meek, 1977)). Smith opposed 
“mercantilism” — the policies of absolutist states com-
peting for bullion through export surpluses, colonisa-
tion and chartered companies (like the East India and 
Hudson’s Bay companies). But that did not amount to 
endorsing free trade. Smith’s objections were to long dis-
tance trade, colonisation and plunder. In their place, he 
advocated concentration on domestic trade, increasing 
the division of labour within the economy and thus also 
the “wealth of the nation”. Th ough he opposed harmful 
restrictions on trade which capitalists conspired to place, 
he justifi ed those that were in retaliation against other 
nations” restrictions or were necessary to protect employ-
ment (Smith, 1976 I: 489–91). Smith wrote when Britain’s 
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industrial power was rising and within a century both 
circumstances would become more common as more 
countries industrialised and competed with one another. 

Smith’s dismissal of colonies as useless, wasteful and 
expensive (Smith, 1976 II: 485) is also taken for en-
dorsement of unfettered markets. Th e facts are other-
wise here too. Imperialism and mercantilism common 
in Smith’s time. Mercantilists openly justifi ed colonial 
relations between mother countries exporting higher- 
value manufactures and colonies, lower-value agricul-
tural products: “it was ... right that the advantage rest 
with the metropolis”. And “mercantilist nations readi-
ly took up violent means to expand and retain their 
possessions” (Semmel, 1993: 2). Neither the purpose or 
effect of colonialism was left  to the imagination and 
Smith himself noted that colonies appeared attractive 
markets for “surplus goods” and that foreign trade would 
similarly attract surplus capital (Smith, 1976 I: 394–7). 
He attributed colonialism to “accidental” European su-
periority of force and looked forward to a time “when 
the inhabitants of all the diff erent quarters of the world 
may arrive at that equality of courage and force which, 
by inspiring mutual fear, can alone overawe the injustice 
of independent nations into some sort of respect for 
the rights of one another” (Smith, 1976 II: 141). 
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Ricardo is more suitably regarded as the apostle of 
free markets and free trade. He accepted Say’s law, which 
logically ruled out the possibility of “general gluts” in 
the market though capitalists routinely complained of 
them and sought markets, and colonies, abroad to address 
them. Moreover, Ricardo then justifi ed the imperial di-
vision of labour between manufacturing and agricultur-
al (i.e. imperial and colonised) nations that resulted by 
proposing his law of “comparative advantage” in which 
welfare was maximised when each country specialised 
in what it produced most effi  ciently (Semmel, 1993: 
20–21). Both were fi ctions. Against the sanguine out-
look they promoted, other political economists such 
as Malthus, Chalmers, Torrens or Wakefi eld, considered 
gluts a serious problem and advocated colonies to settle 
surplus population, absorb surplus goods and capital 
and to defuse class tensions, particularly when a three-
decade-long depression followed the Napoleonic Wars. 
Kindred diagnoses and prescriptions also lurked in lib-
eral thinkers, whether Bentham or Mill (Semmel, 1993: 
23–38). 

However, the Ricardian fi ctions were not equally 
accepted outside England. Abroad, explicit critiques of 
both became the basis of state policy. For the fi rst US 
Treasury Secretary, Alexander Hamilton, free trade only 
reinforced the colonial division of labour between indus-
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trial Britain and the rest of the world. Th e US needed 
protection to industrialise and produce higher-value 
goods. Friedrich List, who studied Hamilton’s policies 
and writings on a sojourn in the US, set out a system-
atic case for state-directed development in his National 
System of Political Economy (List, 1841/1856) which be-
came infl uential in Germany at the time. He also con-
tested the widely held belief that England was the land 
of free trade. It ignored the facts of history “which are 
opposed to its system; it is under the necessity of deny-
ing the eff ects of the Act of Navigation, of the Treaty 
of Methuen, of the commercial policy of England in 
general and of maintaining against all truth that England 
arrived to wealth and power in spite of that policy, not by 
it” (List, 1841/1856: 65). Whatever the academic privi-
lege enjoyed by Ricardian ideas, the actual policies pur-
sued by governments constituted marked departures 
from them. What was at stake between Free Trade and 
protection was “the education of a nation with a view 
to its independence” (List, 1841/1856: 64) (64): the cul-
tivation of the investments and skills for higher-value 
production. 

Today’s developmental state literature (for example, 
(Amsden, 1992, 2001, 2007; White, 1988; Wade, 1990; 
Chang, 2002; Woo-Cumings, 1999; Reinert, 2007) re-
covers the ideas and policies of state-directed develop-
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ment associated with Hamilton and List, though Erik 
Reinert has traced this “other canon” back to the six-
teenth century. Whatever the weight of free market and 
free trade ideas in economics departments, and it re-
mains great, it is the freedom of policy-makers from 
their tyranny that accounts for the spread of productive 
capacity around the world. Th ey clearly recognise that 
in any given hierarchy of rich and poor countries which 
capitalism’s unevenness routinely establishes, “the more 
freedom it has to determine its own policies, the faster 
a developing country will grow” (Amsden, 2007: 153). 
Th is was as true for the US and Germany in the nine-
teenth century as it is for developing countries today 
(Chang, 2002). A combination of planning, protection 
and state promotion of industry remains the backbone 
of all successful development and “the better the insti-
tutional system in place, the faster the development” 
(Amsden, 2007: 153). While such systems could fail, no 
development was possible without them. 
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Chapter 3. Marx and Engels

Nothing if not keen observers of their times, 
Marx and Engels witnessed how Britain had achiev-

ed industrial supremacy through protection by the mid- 
nineteenth century and how it was later challenged by 
states whose leaders saw through the rhetoric of free 
trade and free markets and pursued more and less suc-
cessful state-directed development. Th ough Marx nev-
er did writie the originally-planned volumes of Capital 
on the state, foreign trade, and the world market and 
crises, there is enough in the writings he and Engels did 
publish to outline nor only a robust political economy 
but also a linked geopolitical economy of capitalism. We 
begin with their rejection of the two Ricardian fi ctions. 

Marx and Engels’s rejection of Say’s Law lay at the core 
of their conception of capitalism in the distinction be-
tween direct exchange or barter and the circulation of 
commodities in a money economy like capitalism. Th e 
full weight of the analysis of Capital rests on this and, as 
we shall have occasion to note later, Keynes, arguably the 
greatest economic thinker aft er Marx and Engels, would 
found his own critique of a neoclassical economics on 
this distinction. It is worth quoting at some length. 
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Nothing could be more foolish than the dogma that 
because every sale is a purchase, and every purchase a 
sale, the circulation of commodities necessarily implies 
an equilibrium between sales and purchases. … Its real 
intention is to show that every seller brings his own 
buyer to market with him. … No one can sell unless some-
one else purchases. But no one directly needs to purchase 
just because he has just sold. Circulation bursts through 
all the temporal, spatial and personal barriers imposed 
by the direct exchange of products, and it does this by 
splitting up the direct identity ... between the exchange 
of one’s own product and the acquisition of someone 
else’s in barter into two antithetical segments of sale and 
purchase. … If the assertion of their external indepen-
dence ... proceeds to a certain critical point, their unity 
violently makes itself felt by producing — a crisis (Marx, 
1867/1977: 208–209, emphasis added.)

Capitalism as generalized commodity production 
needs to expand the market so that it “bursts through 
temporal, spatial and personal barriers”. However, the 
fulfi lment of this need comes at a price: a money econ-
omy which, by splitting purchase and sale, contains 
the kernel of crisis. Capitalism cannot escape these cri-
sis possibilities: privately produced goods must be so-
cially validated through sale and there is no guarantee 
that they will be precisely because money received from 
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the sale of one’s goods need not be spent; it can be 
hoarded. 

Worse, capitalist economies are structured to ensure 
that it will be. For capitalist production aims at the 
production of surplus value — the usually greatly positive 
diff erence between the value of labour power (wages) 
and the value produced by that power when used by 
the capitalist. Both the value invested in production — 
that spent on wages and materials of production — and 
the additional value must be realised through sale. Th ere-
fore, though surplus value cannot arise without produc-
tion, “it is equally impossible for it to arise apart from 
circulation” (Marx 1867/1977: 268). But such realisation 
faces systematic obstacles precisely because the monetary 
equivalent of the surplus can be hoarded by the capitalist 
and workers can generate demand only to the extent of 
their wages. Th e maximum limit of the capitalist’s de-
mand is the original capital invested in labour, raw ma-
terials, machinery and infrastructure while his supply is 
necessarily greater than that (unless, of course, he has 
been an incompetent capitalist). Worse, “as production 
advances, the capitalist’s demand for labour power, and 
hence indirectly for necessary means of subsistence, 
becomes progressively smaller than his demand for means 
of production” (Marx, 1884/1978: 198), leaving workers 
demanding a smaller portion of the total production.
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While capitalists do increase demand by investing 
more, this only increases productive capacity and pro-
duction, exacerbating the problem of realisation. More-
over, widely-perceived realisation diffi  culties tend to 
reduce capitalists” willingness to invest. Exports are an-
other way out. However, they “only shift  ... the contra-
dictions to a broader sphere, and give ... them a wider 
orbit”” (Marx, 1884/1978, p. 544), which as I discuss 
elsewhere (Desai, 2013) was precisely what happened. 
Ultimately, paucity of demand, specifi cally workers” 
demand, arising from the extraction of surplus value, 
remains capitalism’s chief contradiction. 

Th e workers are important for the market as buyers 
of commodities. But, as sellers of their commodity — 
labour-power — capitalist society has the tendency to 
restrict them to their minimum price … Th e periods in 
which capitalist production exerts all its forces regular-
ly show themselves to be periods of over-production; 
because the limit to the application of the productive 
powers is not simply the production of value, but also 
its realization. However, the sale of commodities, the 
realization of commodity capital, and thus of surplus- 
value as well, is restricted not by the consumer needs 
of society in general, but by the consumer needs of a 
society in which the great majority are always poor and 
must always remain poor. (Marx, 1884/1978: 391)
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Th ese crises of realization cannot happen without 
money, which becomes the means to store surplus val-
ue not consumed or productively and Say’s Law could 
only be credible to those who, like Say and Ricardo, 
treated the capitalist economy as eff ectively a barter 
economy over which money is merely a “veil”. However, 
so important was Say’s Law for capitalism’s legitimacy 
that, aft er Marx devastated it, that it gained a new lease 
of life in neo-classical, marginalist, equilibrium eco-
nomics. It was left  to Keynes to mount another critique 
of it in that new form (Sardoni, 1997) over six decades 
later. What is equally remarkable is that in doing so he 
took Marx’s distinction between a monetary and a bar-
ter economy as his point of departure (Sardoni, 1997; 
Dostaler, 2007; Desai 2010a). For both, capitalist crises 
were rooted in money’s critical role as a store of value 
(Patnaik, 2009a), what Marx called “money proper” 
whereas Say, Ricardo and neoclassical economics treat-
ed it merely as a means of exchange. 

Marx’s frontal critique of comparative advantage is 
as sketchy as his critique of Say’s Law is forceful. Surviving 
early plans for Capital show that he planned to write 
about International Trade and the World Market (Nico-
laus, 1973: 53–4), plans which were never realised. In 
his scattered remarks on Ricardo’s trade theory, Marx 
notes insightfully that “its only purpose is to support 
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Ricardo’s theory of value” in which all incomes, includ-
ing profi ts, were justifi ed (Marx, 1863/1971: 253). How-
ever, a critique every bit as powerful as that of Say’s Law 
is implied in Marx’s and Engels’s more extensive treat-
ment of Free Trade and Protectionism. It also contains 
broad outlines of a geopolitical economy of capitalism. 

Since those who would argue that Marx’s and Engels 
thought of capitalism in free market and free trade terms, 
as a single unifi ed world economy, usually point to Th e 
Communist Manifesto, it is best to begin there. It is true 
that they spoke there of the bourgeoisie’s “most revolu-
tionary” part in crea ting “a constantly expanding mar-
ket” and giving “a cosmopolitan character to produc-
tion”; in drawing “from under the feet of industry the 
national ground on which it stood”; in expanding com-
munications to draw “all, even the most barbarian, na-
tions into civilization”; in “battering down all Chinese 
walls” with the “heavy artillery” of the “cheap prices of 
its commodities”; and in “creating a world aft er its own 
image” (Marx, Engels, 1848/1967: 82–85). But they said 
much more. Just a few pages down, Marx and Engels 
spoke of how the bourgeoisie created “political central-
ization”: “Independent, or but loosely connected, prov-
inces with separate interests, laws, governments and 
systems of taxation, became lumped together into one 
nation, with one government, one code of laws, one na-
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tional class-interest, one fr ontier, one customs-tariff ” (85, 
emphasis added). Not only did political centralization 
in the form of a nation-state go hand-in-hand with cap-
italism (on this see also (Nairn, 1981)), once created, it 
became the focus on political activity of both capitalists 
and workers dealing with the contradiction and injustices 
of the new form of society. While workers struggled for 
“legislative recognition of particular interests of the 
workers”, bourgeoisies were pitted against “the bour-
geoisie of foreign countries” (Marx, Engels, 1848/1967: 
90). In these struggles, the ultimate question was wheth-
er Th erefore, “in substance, yet in form, the struggle of 
the proletariat with the bourgeoisie is at fi rst a nation-
al struggle” (Marx, Engels, 1848/1967: 90). It is a strug-
gle over the extent to which the state expresses the in-
terests of the bourgeois and properties classes alone or 
is forced to acknowledge and act upon the grievances 
and concerns of other classes even while it remains a 
capitalist state and when such struggles begin to turn 
it into something else (on this see also my discussion of 
reform and revolution in (Desai, 2011: 220–2)). Th at 
is why, “the proletariat of each country must ... fi rst of 
all settle matters with its own bourgeoisie” and achieve 
political supremacy by “centralizing all instruments of 
production in the hands of the state” (Marx, Engels, 
1848/1967: 92–3) (92–3). 
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Decades later, in Part Eight of Capital Volume I, 
devoted to “Th e So-Called Primitive Accumulation”, 
Marx famously underlined the state’s critical role in 
establishing capitalism by separating workers from their 
subsistence. However, contrary to the widespread as-
sumption among Marxists, the state’s role is not just 
confi ned to this originary act. And nor is it just that 
such primitive accumulation continues into capitalism’s 
maturity (Luxemburg, 1913/2003; Harvey, 2003). Rather, 
it is closely tied to the expansion of the state’s role in 
the further development of imperial and/or national 
capitalism through “the colonies, the national debt, the 
modern tax system, and the system of protection”. Th e 
national debt permitted the state to “meet extraordi-
nary expenses [such as for colonial ventures undertak-
en as part of the international competition of nation-
ally organised blocs of capital] without the taxpayers 
feeling it immediately” while the resulting taxes and 
wage goods infl ation separated more artisans and peas-
ants from their subsistence. Th e eff ectiveness of this 
system of primitive accumulation was further height-
ened by the “system of protection, which forms one of 
its integral parts” (Marx, 1867/1977: 921) when it im-
posed higher wage goods costs on workers.

Both Marx and Engels foresaw that as capitalism 
socialised production, the contradiction between it and 
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private ownership would sharpen and increase the need 
for state regulation and intervention. Marx discussed 
the increasing concentration and socialization of produc-
tion as leading to increasing state intervention (Marx, 
1894/1981: 569) while Engels foresaw that it would force 
capitalists into trusts that would eventually lead “the 
offi  cial representative of capitalist society — the state — 
.... to undertake the direction of production” (Marx, 
1880/1989: 318). Competition between capitalists and 
class struggle would make their own contribution to 
increasing the economic role of the state. Marx had 
argued that “under free competition, the immanent 
laws of capitalism confront the individual capitalist as a 
coercive force external to him” and capitalists themselves 
agitate for regulatory legislation (Marx, 1867/1977: 381). 
Moreover, “Capital ... takes no account of the health and 
the length of life of the worker unless society forces it to 
do so”, and class struggle mobilised society to do so when 
capitalist power was suffi  ciently weak and working class 
power correspondingly strong (Marx, 1867/1977: 409).

While Marx and Engels saw more clearly than most 
that the separation of the economy — civil society — 
from the state under capitalism was what distinguished 
it from previous class societies; only its full fruition 
could precipitate a pure and purely economic capital-
ism. And, as Engels put it, “we shall not let it come to 
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that” (quoted in (Mandel, 1978: 68)). Not only was this 
tendency far from fully realised, capitalism’s own con-
tradictions and working class struggles during and since 
Marx’s and Engels’s time added new obstacles in its way. 
A purely “economic” capitalism would never emerge 
anywhere. Instead, increasing state intervention in the 
economy and the expansion of the regulatory and wel-
fare apparatuses of state would lay the basis of distinct-
ly national capitalisms whose states, through their ever 
increasing economic role — whether in favour of the 
possessing classes or others — would make then increas-
ingly like to be used an instruments for national tran-
sitions to socialism, the necessary preludes to a world-
wide transition. 

Marx and Engels wrote the most on the issue of free 
trade versus protection in the 1840s when the same 
debate was raging in England. At that time Marx “pro-
nounced, in principle, in favour of Free Trade” (Engels, 
1888/1990: 523) and said that “the laws of political econ-
omy received an increased force, a surplus of truth” (Marx, 
1847/1976: 290) under it, because he thought that it 
“hastens the social revolution” by quickening capitalist 
development (Marx, 1848/1976: 465). He certainly did 
not accept Ricardian comparative advantage notions 
about Free Trade being mutually benefi cial for all coun-
tries, including countries exporting low value agricul-
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tural products. As he remarked acerbically: “If the Free-
traders cannot understand how one nation can grow 
rich at the expense of another, we need not wonder, 
these same gentlemen also refuse to understand how 
within one country one class can enrich itself at the 
expense of another” (Marx, 1848/1976: 464–5). 

Th ough the repeal of the Corn Laws reduced wag-
es, diminishing workers” social position absolutely and 
relatively (Marx, 1847/1976b: 290), Marx supported Free 
Trade in the hope that it would destroy “the last rem-
nants of feudalism”, leaving the working class with “only 
one enemy ... to deal with”. Moreover, Free Trade prompt-
ed landlords to make “common cause with the workers 
to carry the Ten Hours” Bill, which the latter had been 
vainly demanding for 30 years” (Marx, 1848/1976: 457–
8). And when Marx also advocated Free Trade for Ger-
ma ny, it was because though German protectionists 
had initially claimed that “their system ... is ... necessary 
to begin with social reforms in one’s own country”, they 
had has since “abandoned the social question,” regarding 
it as a “special question”. Th ey “never protected small 
industry, handicraft  proper”, Marx complained, but re-
garded its decline as “sad but inevitable,” even necessary 
(Marx, 1847/1976a: 281). 

Had protection and reform been combined, as they 
began to be in the late nineteenth century as working 
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class parties organised and demanded protection of 
labour and its political organization and welfare mea-
sures, we can safely expect Marx’s conditional position 
would have changed. Certainly he saw very clearly that, 
in certain circumstances, protectionism rather than Free 
Trade could hasten capitalist development and destroy 
feudalism. Th e “protective system” was “nothing but a 
means of establishing manufacture upon a large scale 
in any given country”. Protective duties served the bour-
geoisie as “weapons against feudalism and absolute mon-
archy, as a means for the concentration of its own pow-
ers for the realization of Free Trade within the country” 
(Marx, 1848/1976: 465). And it had uses abroad: “Euro-
pean states tore each other to pieces to gain the patent” 
of protectionism. While they “plundered their own 
people, indirectly through protective duties, directly 
through export premiums” through it, they also used 
it to “forcibly uproot ... all industries in the neighbour-
ing dependent countries, as for example, England did 
with the Irish woollen manufacture” (Marx, 1867/1977: 
922).

Th ough for a time aft er its triumph in England, Free 
Trade seemed to “verify the most extravagant expecta-
tions of prosperity founded upon that event”, things 
soon changed. In the face of Britain’s fabulous success, 
other countries could hardly be expected “to sit still 
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and to submit to this change, which degraded them to 
be mere agricultural appendages of England, the “work-
shop of the world””. Th ey did not, and protectionism 
rather than free trade became “the plan which would 
soonest bring capitalist society to…deadlock” (Engels, 
1888/1990: 525). Th ough the increased industrial and 
imperial competition this lead to was most fully anal-
ysed in the classical theories of imperialism half a cen-
tury later, the outlines of that understanding are clear 
in Marx and Engels. As Marx put it in his comments 
on List, in favouring protectionism the German bour-
geoisie did not “want to be exploited by the English 
bourgeois” and did not “want to subject themselves to 
the same laws of exchange value” as those to which they 
subjected the German proletariat and did not “any longer 
want to recognise outside the country the economic 
laws which they recognised inside the country”. (Marx, 
1845/1975: 279–80 for a fuller discussion of Marx and 
List see (Desai, 2012))

As capitalism matures, it created nationally organ-
ised protectionist blocs of capital competed in world 
market in much the same way as fi rms competed in the 
domestic economy and the eff ects were just as contra-
dictory. In his remarks on the American protectionist, 
Henry Carey, Marx pointed out that Carey, like Hamilton 
and List, attempted to portray capitalist relations in a 
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protected economy as harmonious domestically, com-
plaining only of English domination in world trade. In 
Marx’s view, he failed to see, however, that this domes-
tic harmony “ends with the most complete disharmony 
of these relations on the grandest terrain where they appear, 
the world market, and in their grandest development, as 
the relations of producing nations” (Marx, 1858/1973: 
886–7, emphasis added).

Marx and Engels did not see imperialism as the “pi-
oneer of capitalism” (Warren, 1980), serving, for all its 
apparent brutality, to integrate far-fl ung corners of the 
world into the world market and implant capitalist de-
velopment in them. Rather, they saw imperialism as a 
case of “one nation growing rich at the expense of an-
other”. Partisans of the former view point to Marx’s 
famous remarks about how imperialism in India would 
lay down the “material premises” of the Indians” eman-
cipation through the development of their productive 
powers (Marx, 1974: 321). Th ey fail to note that he also 
argued, just as he had in the case of Ireland, that only 
with an end to colonial exploitation either in socialism 
or in nationalism—when “in Great Britain itself the 
now ruling classes shall have been supplanted by the 
industrial proletariat, or ... the Hindus themselves shall 
have grown strong enough to throw off  the English yoke 
altogether”—would Indians “reap the fruits of the new 
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elements of society thus scattered among them (Marx, 
1974: 323)”; see also Habib, 2006: 53–54). 

Viewed this way, Marx’s and Engels’s views on the 
world order and the international division of labour 
anticipated later and fuller critiques of comparative ad-
vantage. Th e theory made colonialism “morally defen-
sible” (Reinert, 2007: 304; Patnaik, 2005; Saul, 1960), 
naturalised the division of labour between producers 
of high value and low value goods and wrote develop-
mental states — precisely the means for nations to move 
up the value chain — out of capitalism’s script by as-
suming that technological innovations were made un-
der Free Trade (Reinert, 2007: 19). 
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Chapter 4. Th e True Origins 
of International Relations

Students of international relations are taught that 
their discipline emerged aft er the First World War 

“dissipated the ... impression that international politics 
could safely be left  in the hands of professional diplo-
mats” as E. H. Carr noted in his still-widely-read 1939 
classic, Th e Twenty Years” Crisis 1919–1939. Carr attribut-
ed this change to “the campaign for the popularization 
of international politics that began in the English speak-
ing-countries in the form of an agitation against secret 
treaties”. Th ough secret treaties were not, for Carr, the 
real cause of war, the agitation was “of immense impor-
tance. It was the fi rst symptom of the demand for the 
popularisation of international politics and heralded 
the birth of a new science”, namely international rela-
tions (Carr, 1939/1946: 2). 

Both of Carr’s main claims — of the interwar origin 
of international relations and the popular campaigns 
in English-speaking countries as its progenitor — must 
be contested. True the war brought left -wing liberals 
and various social democrats together in a pacifi st front 
which enjoyed great popular resonance as war ravaged 
Europe. True also that this fusion was particularly evi-
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dent in England (Mayer, 1964: 44). However, it was 
the Bolsheviks” November 1917 peace decree denounc-
ing imperialist secret treaties, forsaking territorial ac-
quisition and calling for immediate negotiated peace 
that “produced the fi rst offi  cial practitioners of the New 
Diplomacy” (Mayer, 1964: 368). as Mayer terms the 
popularization of international politics. It was this mes-
sage that forced “the chancelleries ... to talk to the people 
as well as each other” and to “remember that millions 
of bayonets were in search of an idea” (Mayer, 1964: 
328). Wilson’s famous Fourteen Points of January 1918, 
which are generally taken to herald the New Diplomacy 
were, in reality, just a response to the Bolsheviks” posi-
tion and the popularity it was gaining across Europe 
(Mayer, 1964: 352).

Th e political understanding embodied in the his-
toric peace decree had deep Marxist roots. European 
working class struggles had long insisted that “the defi -
nition of the national interest was no longer the exclu-
sive province of the foreign chancelleries” (Mayer, 1964: 
66). Th ough they still left  “the executive branch of gov-
ernment ... in a strategic initiative-taking and policy- 
making position” with the outbreak of war, “every de-
mand for a public formulation of war aims was another 
index that the dissident left , especially, persisted in 
denying the foreign offi  ces the prerogative of defi ning 
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the national interest without consulting the major par-
ties which represented the electorate”. (Mayer, 1964: 
66–7).

Carr’s other major claim, that the systematic study 
of international relations began in the inter-war period 
with early Wilsonian “idealism” soon replaced by “re-
alism”, is also questionable. Th e fi rst studies of modern 
capitalist international relations came earlier and from 
the left . Th ey informed the Bolshevik’s actions in 1917 and 
thereaft er. Th ese studies — the classical Marxist theories 
of imperialism — Rudolf Hilferding’s Finance Capital 
(Hilferding, 1910/1981), Rosa Luxemburg’s Th e Ac cumu-
lation of Capital on a World Scale (Luxemburg, 1913/ 
2003), Vladimir Lenin’s Imperialism (Lenin, 1917/1970), 
Bukharin’s Imperialism and the World Economy (Bukha-
rin, 1917/2003) (but written in 1915) and Imperialism: 
A Study (Bukharin, 1902/1965) by the English social 
liberal John Hobson inquired into the basis of the in-
ternational relations of capitalist nations and the driv-
ers of international confl ict among them. Th ese works 
must be recognised as the fi rst theories of internation-
al relations, alongside the wider understanding of un-
even and combined development (UCD) that emerged 
contemporaneously (Trotsky, 1934). 

Th ese theories of imperialism were basically of two 
types. Hobson and Luxemburg traded imperial aggres-
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sion to capitalism’s contradictions — pre-eminently its 
endemic insuffi  ciency of demand. Hilferding and Bukha-
rin traced it instead to the new phase capitalism had 
entered with the second industrial revolution. It increased 
capital requirements and gave fi nancial capitalists a more 
prominent role as Hilferding explained through the 
concept of “fi nance capital”. It also intensifi ed interna-
tional competition for markets and investment and to 
protectionist responses, as Bukharin argued through 
his concept of the “nationalization of capital” (Lenin’s 
was a hybrid account relying at once on Hobson and 
Bukharin). Both sorts of accounts and the associated 
understanding of capitalism’s UCD understood the 
relations of capitalist states to other capitalist states 
(imperial and industrial competition) and to non-cap-
italist states or state-less territories (formal or informal 
colonization) in terms of the contradictions and his-
torical evolution of capitalism. States played a central role 
in managing these contradictions — whether through 
protection and state-directed development or imperi-
alism — and its role appeared to be growing in the new 
stage capitalism had entered. 
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Chapter 5. Geopolitical Economy 
in XXI century 

The development of capitalism is inevitably 
uneven and this unevenness is not purely econom-

ic: not only do states intervene to promote and sustain 
it in their favour, the very patterning of the nation-state 
system that has become generalised through the pattern 
of development is, in a very important sense, the prod-
uct of the dialectic between capitalism’s unevenness and 
periodic challenges to it through combined, that is state- 
directed development, which can take both capitalist 
and communist forms. Th is text has only sought to re- -
cover Marx and Engels’ real view of the character of the 
capitalist economy, the necessary role of the state in it 
and the hints they give of capitalist international rela-
tions in outline. Th e outline broadly resembles the view 
of uneven and combined development put forward by 
Trotsky (Trotsky, 1934). On the one hand, dominant 
states seek to preserve existing uneven confi gurations 
of capitalist development which favour them, including 
through formal and informal imperialism. On the oth-
er, states engage in state-directed development to ac-
celerate capitalist, and in some cases such as the USSR, 
communist, development to contest imperial projects 



196 Section 2. Geopolitical Economy 
on the Role of the Developmental State

of dominant states. Such hot-housed development is 
called combined development because it combines or 
compresses many stages into shorter and more intense 
bursts. Despite the economic, geopolitical, military and 
ideological power marshalled by dominant states, so 
far the latter tendency has dominated in UCD — 
sometimes against great odds and with apparently in-
terminable delays. Th is dialectic, and not the market 
or capitalism conceived in exclusively economic terms, 
is responsible for productive capacity spreading ever 
more widely around the world. By the early twenty-fi rst 
century it had created the multipolar world in which 
there were now too many economies that were too sub-
stantial for any one of them to even hope to dominate 
the rest. 

Th is opens up the opportunity for fi nally moving 
from political and economic confrontation to cooper-
ation for development. Of course, another choice is also 
possible — to take advantage of the approaching tech-
nological revolution for the purpose of seizing global 
technological leadership and relying on it to extract 
unilateral benefi ts. In fact, this may be about an attempt 
to reproduce in the contemporary conditions some-
thing similar to the once existing industrial monopoly 
of the United Kingdom. Although establishing nation-
al scientifi c, design and engineering schools is a process 
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no less lengthy than deployment of industrial capacities, 
knowledge and its implementation in technologies tend 
to spread very quickly, and thereby accelerate creation 
of new material elements of production and new tech-
nologies. “Th e seepage eff ect” inherent in new knowl-
edge makes the struggle for scientifi c and technological 
monopoly condemned to only short-term success. 

However, even from this short-term success, eco-
nomic dividends can be extracted, and we are able to 
be sure that the struggle for technological leadership 
will not leave the world arena by itself. Th e negative 
eff ect of such a struggle is to create mutual obstacles for 
spreading scientifi c and technological achievements, 
which leads to general slowdown in development. It 
can be countered only by the practical example of in-
terstate cooperation in the scientifi c and technological 
fi eld, which can bring signifi cant results to all its par-
ticipants, since everyone’s contribution becomes the 
property of all participants. 

Transition to cooperation, however, is hindered by 
the distorted system of production goals to be set by 
modern fi nancialization. When the goals of fi nancial 
capital growth replace all others, this not only leads to 
slowdown in development in other areas of economic 
and social life, but is also fraught with deep crises. We 
can agree with the statement that “despite the gigantic 
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achievements of the STP that today allows feeding the 
entire population of the Earth, overexpansion of glob-
al fi nancial capital, its growing infl uence on the world 
economy lead to many negative consequences aff ecting 
trends and structure of the world economy” (Bodrunov, 
2020a: 9).

As I have noted before, the new phase of integration 
of knowledge and production, which S. Bodrunov de-
fi nes as the “new industrial society of the second genera-
tion”, will give an opportunity to avoid the devastating 
ecological crisis provided joint action by the peoples. 
However, “although a signifi cant progress in this direc-
tion is possible, such process can only take limited and 
distorted form under capitalist system, even more so in 
its current form of neoliberal well-supplied with mon-
ey capitalism, with its tendency to subject everything 
to the limiting rule of economic rationality. Th is tran-
sition, which is considered in Noonomy, is only possi-
ble with an extensive government involvement”. (Desai, 
2021: 337–338)
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Chapter 6. Financialization 
and the Prospects of Development

C rises teasingly hold out the possibility of dra-
matic reversals only to be followed by surreal con-

tinuity as the old order cadaverously fi ghts back. So far 
in the current crisis military fi ght-back appears to be 
failing. Multipolarity and the shift  in the world’s centre 
of gravity to the emerging economies opened the way 
for the toppling of US-supported dictators in Egypt and 
Tunisia. Th ough Western intervention in Libya could 
not be prevented, it was stalled in Syria. However, there 
were more worrying signs of continuity in political econ-
omy and geopolitical economy. Announcements of the 
return of the state and of the “Master”, Keynes, which 
came with initial fl urry of bailouts and stimuli were 
followed by austerity, signalling “the strange non-death 
of neoliberalism” (Crouch, 2011).

Governments not only spent billions bailing out 
corrupt and irresponsible fi nancial institutions, and 
used their consequently swollen debt burdens as reasons 
to keep fi scal stimuli small and cut welfare spending 
back drastically, they also insisted that the private sector 
must power recovery when in fact it was too enfeebled 
to do so. All this was done just to assuage fi nancial in-
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terests. No greater sign of their continuing hold on po-
litical power is necessary than such appeasement when 
punishment was due. Aft er the bailout repaired their 
balance sheets, fi nancial institutions, particularly in the 
United States, seemed to be back to business as usual, 
entering new arenas of speculation: commodities and 
emerging markets. Th is led to calls to regulate commod-
ities trading and capital controls (UNCTAD, 2011). In 
the United States the banks also poured billions into 
resisting the implementation of the 2010 Dodd—Frank 
Wall Street Reform and Consumer Protection Act, which 
would re-regulate fi nance and impose, inter alia, the 
“Volcker rule” that banks under federal deposit insur-
ance be prevented from proprietary trading.

Part of this continuity must be attributed to the 
lack of widespread mobilization against austerity except 
where it was particularly acute, as in Greece. Aft er all, 
wresting worthwhile reforms, let alone revolutions, from 
crises requires organized parties and movements capable 
of taking the opportunities that crises proverbially off er.

However, such capability also requires understand-
ing the drift  and direction of change and, on the prin-
ciple that “in the contradiction lies the hope”, the pos-
sibilities that fractures in the old order contain. Th is is 
what globalization and empire, in whose thrall so much 
left  and progressive thinking still remains, are unable 
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to off er. Th ese cosmopolitan ideologies obscure the pos-
sibilities contained in national politics and avoid the 
complex task of linking them to the possibilities for 
international solidarity and action, preferring instead 
to aff ect a dangerous disdain for the national — treating 
it as practically synonymous with the chauvinistic — 
and a politically enervating cosmopolitanism. Th ey also 
one-sidedly emphasize the strength of the forces of or-
der in self-restricting and ultimately self- defeating ways. 
In their place, Geopolitical Economy shows that the 
present crisis contains more possibilities for progressive 
change than the world has seen in at least a generation.

Prima facie, the present historical moment is one 
in which one long chapter — that of the dominance, 
actual and attempted, of single powers — in the histo-
ry of imperialism has closed. Th e world now stands at 
the cusp of a further deepening of the multipolarity 
that imperial and would-be imperial powers and their 
cosmopolitan ideologies — free trade, HST, globaliza-
tion and empire — have failed to prevent. Of course, 
imperialism as such has not ended — stronger countries 
will continue to try to maintain unevenness and resolve 
the contradictions of their capitalisms at the expense 
of weaker ones — but neither has combined develop-
ment. Stronger powers are less likely to have their way 
in the face of more numerous and stronger contenders 
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and larger populations capable of aspiring to more than 
bare survival. And while collusion between imperial 
powers, and between national ruling classes and impe-
rialism, cannot be ruled out, greater competition be-
tween a greater number of relatively powerful countries 
in the world is likely to make both relatively less prob-
able.

Geopolitical Economy also shows, more esoterical-
ly, the fracture in the foundations of the power of fi -
nancial capital, the contradiction in its present condi-
tion which not even continuing access to the corridors 
of power can resolve. For US attempts to keep the dol-
lar as the world’s currency have, since 1971, rested on 
fi nancial contrivances, and these have been at the root 
of what is known as fi nancialization. Its end leaves US 
attempts to preserve the dollar’s world role with little 
to conjure with. Financialization was not something 
that aff ected all countries more or less evenly and sep-
arately, but a US- and dollar- centred phenomenon that 
undergirded the dollar’s career as the world’s money. 
Not only did international, largely dollar-denominated, 
capital fl ows collapse in the crisis, they have failed to 
recover to 2007 levels (Borio, Disyatat, 2011), even 
though the United States bailed out its banks so ful-
somely. Worse, the bailout and the deterioration of the 
US fi scal position it entailed have only pushed the dol-
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lar further down. Th ough the US dollar went up at 
particularly acute moments of crisis and though it was 
considerably buoyed up by the Eurozone crisis, overall 
it has sustained its downward trend since 2000. Mean-
while, European banks were not so fully bailed out by 
their more conservative fi nancial authorities and have 
since suff ered “haircuts” amid the Eurozone crisis. In-
deed, the bailouts themselves, and their very diff erent 
national patterns, have also eff ectively renationalized 
fi nancial sectors, fracturing the “global” fi nancial system 
that undergirded the dollar in recent decades into its 
national components.

Th ese developments point to two very important 
possibilities for the left , which are not currently being 
pursued precisely because, under the lingering infl uence 
of globalization and empire, it is unable to see them. 
Firstly, there is the possibility of re-regulating fi nance 
nationally, because the international structures that sus-
tained each national pattern of fi nancialization have 
been drastically weakened. And secondly and equally 
importantly, there is the possibility, and increasingly 
the reality, of making new international monetary arran-
gements that no longer rely on the US dollar’s danger-
ously unstable ways of providing international liquidi-
ty. In place of the dollar-denominated fi nancialization 
that for so long strangled the productive sectors and 
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created more inequality than ever before, both within 
and between countries, such arrangements promise to 
create a world of more equal, productive and egalitar-
ian, and also more culturally dynamic and environmen-
tally sustainable, societies.

Material opportunities for this more equitable sys-
tem of international economic cooperation have al-
ready been created. Th e point is to form a suitable in-
stitutional framework for them. S.D. Bodrunov comes 
to conclusion that “these changes require international 
cooperation, because the civilizational crisis threat is of 
global nature. It will aff ect diff erent countries in various 
ways, but everyone will be aff ected this way or another. 
And this threat is fraught with aggravation of interna-
tional rivalry, struggle for dominance in the world econ-
omy, which can give rise to new lines of segmentation in 
the world economy, undermining joint eff orts to over-
come the civilizational crisis” (Bodrunov, 2020c: 191).
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Conclusion. Th e Multipolar Future

Crises proverbially bring opportunities, and this 
one brings them in spades, although opportuni-

ties not seized also contain risks. Th e present multipo-
lar moment contains more hopeful possibilities than 
even the end of the Second World War. Th en the inor-
dinate power that war gave the United States set the 
world on a long detour from the sort of international 
world of multilateral economic governance which con-
temporaries had looked forward to, and which Keynes’s 
original proposals had sought to realize. When the 2008 
fi nancial crisis ended that detour, history fi nally caught 
up with Keynes’s far-sighted vision (Desai, 2009a). Th at 
vision was of a world in which the economic roles of 
states have legitimacy and are reinforced by the insti-
tutions of international economic governance. Such a 
relegitimization of states” economic roles is necessary 
before they can be oriented toward popular interests 
and even socialism. During the decades when neolib-
eral and cosmopolitan ideologies undermined that le-
gitimacy, states did not stop intervening in and shaping 
economies, they simply did so overwhelmingly in the 
interests of the propertied classes. Naturally they also 
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became less democratic. Th ey must now be made more 
so, and made to intervene in economies in the popular 
interest if the unequal and unproductive fi nancialized 
economic patterns of recent decades that are so destruc-
tive of nature and second nature (culture) are to be 
transformed in egalitarian, productive, green and cul-
turally dynamic directions.

Th e prospective direction, towards which it is ad-
visable to move, is well described in the theory of Noo-
nomy by S. Bodrunov. It implies creating conditions 
for addressing the stated issued. “Noonomy acknowl-
edges that these conditions are social, and compared 
to them the concept of “economic rationality” of pri-
vate ownership is predatory by nature”. (Desai, 2021: 
332) 

Such a reinstatement of states” economic roles will 
mark the end of the long period when imperialism, ac-
complished or attempted, sought to write the econom-
ic role of states out of the script of geopolitical econo-
my for reasons already discussed. No doubt the more 
powerful states will continue to attempt to infl uence 
less powerful ones to their own advantage, and impe-
rialism is a term too loosely used to rule out the possi-
bility that the ideas and concepts associated with it will 
shed light on such actions. However, the need to un-
derstand how historical circumstances expand or con-



207Conclusion. Th e Multipolar Future

tract the scope of its operation and change its nature 
should also be clear.

States will have to play the economic roles that are 
critical for resolving the problems of the long down-
turn. Th e overcapacity and overproduction that have 
plagued it can be resolved in one of, or a combination 
of, two ways. Th e fi rst is, as the Carter Administration 
along with the rest of the world had briefl y glimpsed, 
an expansion of demand in the developing world. To a 
great extent, the state-led combined development in 
emerging economies is already creating it, and model-
ling it for the rest of the developing world. Early on in 
the crisis, some speculated that the emerging econo-
mies, especially China, would emerge as the new growth 
motor of the world economy. Such a view implies that 
the emerging economies would open themselves to ab-
sorbing goods and capital from elsewhere, as the United 
States did over recent decades. Th is is neither possible 
nor desirable. However, the expansion of demand with-
in emerging economies, combined with more or less 
balanced trade with the rest of the world, does carry 
the most favourable prospect for productive and egal-
itarian growth patterns in these economies.

Th e other way is particularly applicable to the devel-
oped world, but by no means without relevance to the 
more successful and prosperous emerging economies. 
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In societies that are prosperous in the aggregate, and 
where capitalism has only delivered fi nancialization and 
inequality over the past three decades, growth patterns 
that increase egalitarianism and aim at “sustainability 
and the full development of human creativity” (Chick, 
Freeman; 2012; see also Freeman, 2009; Bakshi et al., 
2009) combined with egalitarian redistribution can be 
prioritized. It would be based on the recognition that, 
in the rich countries at least, the resumption of growth 
on the pattern of the long boom is neither possible under 
capitalist conditions, nor desirable. Th ere is also no rea-
son to doubt that such a society and political economy 
based on expanding ecological and cultural activities 
which deliver value in new and desirable ways would 
be closer to, and provide a transition to, socialism.

Th e crisis has done considerable work: it has put 
old ideologies, policies and institutions into question. 
However, the destructive work of crises only takes us 
so far. Th e full realization of the possibilities outlined 
above depends on popular mobilizations that are orga-
nized to take and use state power, motivated to exercise 
it in the interests of the broadest possible constituen-
cies, and informed by an analysis of the problems and 
possibilities of the current momentous historical con-
juncture. Such mobilizations do not usually erupt, ful-
ly formed, on the morrow of crises.



209Conclusion. Th e Multipolar Future

It took more than a year aft er the fi nancial crisis hit 
for major signs of popular unrest and mobilization to 
emerge. Th e Eurozone crisis that began in early 2010 
generated considerable unrest, leading to a major elec-
toral upset in Ireland in 2010, and 2011 opened with the 
wave of protests that inaugurated the Arab Spring (a 
sure sign that the United States had lost its grip in the 
Middle East). Protests then spread to the United King-
dom and elsewhere in Europe, and by autumn 2011, the 
Occupy protests had erupted in the United States. Power-
ful economic concerns underlay them all. However, the 
political organization necessary to translate popular 
concerns and interests into a viable national economic 
plan seemed more or less universally absent. Th at does 
not mean, however, that things are back to pre-crisis 
business as usual.

True, incumbent governments of the advanced in-
dustrial countries most severely aff ected by the crisis 
simply imposed costly burdens on ordinary people to 
give fi nancial capital the aid it demanded for being too 
big to fail. Th is happened nowhere more than in the 
American epicentre of the crisis. However, it remained 
unclear whether this aid restored fi nancial capital’s for-
mer dominance. While international capital fl ows as a 
percentage of world GDP collapsed in 2008 and 2009 
and then revived, they remained until 2010 at least at 
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less than a third of their pre-crisis volumes (Borio, 
Disyatat, 2011: 14). Th e size of the bailouts fi nancial 
institutions had received in aff ected countries natural-
ly renationalized fi nance considerably, as did new fi -
nancial regulation and tangled questions about the rele-
vant lender of last resort for fi nancial institutions” foreign 
operations.

In contrast to European banks which were asked to 
take sizeable “haircuts” — to discount their assets sub-
stantially — amid the Eurozone crisis, US banks en-
joyed considerably better treatment, but its price will 
yet be paid in a reduced role for the dollar as it drops 
in value thanks to the vast increase in US debt, and as 
some of the more attractive investment destinations 
become increasingly averse to US fi nancial institutions 
pushing short-term funds into them and resort to capital 
controls. Financial institutions, especially the well-bailed-
out US fi nancial institutions, are once again engaged 
in speculation, particularly in commodity markets, rais-
ing the question of whether the next crisis will not fi nd 
them too big to bail out by governments already laden 
down by debts incurred in previous bailouts, even if pop-
ular opinion did not already rule that out as an option. 
It is also unclear whether the policies of austerity dictat-
ed by fi nance can actually serve its interests if they mere-
ly prolong the great recession, as they appear set to do.



211Conclusion. Th e Multipolar Future

Th e emerging economies are growing strongly, but 
they will only continue to do so if they limit their reliance 
on stagnant Western markets by establishing alternative 
trading arrangements and expanding their internal mar-
kets. While there is considerable evidence that the Chi-
nese government is aware of, and acting on, this front, 
other governments may still be trapped in yesteryear’s 
growth-limiting models. Just as historically workers” 
struggles were central to expanding domestic markets 
in the advanced industrial countries, today they are nec-
essary in emerging and developing economies. And if 
these economies are to construct an alternative and 
progressive political agenda, the dubious but still lin-
gering cosmopolitan ideologies that created and sup-
ported today’s discredited national and international 
structures of privilege and promise to prolong the crisis 
must be dispelled. Th is story should go a considerable 
way towards doing so.

For it shows that capitalism does not, cannot and 
has never relied on a strict demarcation between the 
state and market. Not only have states played central 
roles in capitalist economies, one could argue that their 
actions — such as imperialism or welfare states — have 
been critical to creating capitalist booms. What makes 
a given society capitalist is not that the state stays out 
of the economy, but that its economic role favours cap-
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ital over labour on balance. However, this can last only 
as long as the capitalist class is better organized behind 
strategies that deliver relatively stable growth, or the 
working classes remain unorganized. Today, in the ad-
vanced countries at least, the policies that fi nancialized 
capitalist classes favour are deeply contradictory, inca-
pable of delivering even what they want.

In the past, working people have scored historic 
successes in exploiting the opportunities of mass poli-
tics to bend state action in their favour. Th eir gains may 
have given capitalism greater stability, for instance by 
expanding domestic markets, but they also changed 
national capitalisms into something much more toler-
able. Moreover, the reforms that working classes won 
also resourced them better to demand more, leaving 
open the possibility that regulated national capitalisms 
might become transitions to socialisms. Th ere is no 
inherent reason why working people should not match 
and surpass those historic achievements.

Th erefore, the apparently radical idea that reforms 
are useless since the capitalist state cannot be reformed, 
only overthrown by “revolution” in ways that are never 
specifi ed, is actually profoundly conservative. Without 
a credible conception of how people might expect to 
achieve such a revolutionary overthrow, it simply de-
rides the reforms they are able to achieve. Instead, we 
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need to recognize that reforms enable working people 
to build more just societies, and through multilateral 
international action, for constructing a more just inter-
national order.

In recent decades left  and progressive intellectuals 
agreed with the globalization and empire analyses, and 
even espoused them all the more ardently to demon-
strate the power and exploitative nature of capitalism. 
In doing so, however, they too wrote the state’s econom-
ic role out of the script of capitalism, and of any viable 
strategy for socialism. It is time to take stock of the real 
basis of these cosmopolitan ideologies, and appreciate 
once more that the state was and remains central to 
capitalism. Th is is capitalism’s political Achilles” heel. 
A strategy of reforms forcing states to serve the interests 
of working people and democratizing them so they con-
tribute to strengthening working people’s power and 
organization is a viable strategy for meaningful reform 
and even, potentially, revolution leading beyond capi-
talism (Patnaik, 2009b). Th e distinction between the 
two does not rest on the nature of the demands: wheth-
er given demands are reformist or revolutionary de-
pends on whether the ruling classes are willing and able 
to fulfi l them, and if not, whether popular forces are 
suffi  ciently organized to realize the demands themselves 
and take on the inevitable opposition to their doing so.
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It is true that, historically, combined development 
has tended to take authoritarian forms in both its cap-
italist and communist versions (on the latter see Lewin 
1995’s explanation of the authoritarianism of the Soviet 
state). However, in good part this was because of the 
persistence of the power of older landed elites, or im-
perialist machinations. Th e power of such forces has 
now waned, and moreover, working classes are simply 
a much larger social force throughout the world. Th e 
historical record is not without instances where democ-
racy and developmental states have creatively intertwined 
(White, 2006; Robinson, White, 1998).

Nowhere is the need for mobilization for popular 
demands clearer than in the United States. In pursuit 
of imperial ambitions, US governments jettisoned the 
toolkit of combined development with the partial and 
rather perverse exceptions of military Keynesianism 
and military Schumpeterianism. So such attempts as it 
made to improve its economic performance were made, 
as it were, with one hand tied behind its back. Th ey 
failed its manufacturing sector, its international com-
petitiveness, the skills of its working people and the 
integration of its marginalized minorities, particularly 
black and Hispanic. Th ere is a wide range of policy op-
tions available for addressing these problems, but to 
avail itself of them the US government will need to 
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abandon the economically liberal ideological straitjacket 
of the vainly imperial decades. Ross Perot’s surprising-
ly successful third candidacy in the 1992 presidential 
elections broke out of this straitjacket from the right. 
Th e left  has yet to show that it can do so.

When it does, the United States will be better able 
to come to terms with its status as one national econo-
my among many, albeit a large and potentially very dy-
namic one, and support rather than vainly trying to 
thwart the underlying trend towards ever greater mul-
tilateralism (Ruggie, 1992). Th e replacement of the G–7 
by the G–20 was an important recent marker, and while 
it remains true that the G–20 is not the G–192, just as 
the enfranchisement of capitalist classes and their mu-
tual competition made political openings for working- 
class political assertion in so many capitalist countries 
historically, this widening of the circle of countries in-
volved in world economic governance beyond the for-
merly imperial powers cannot but open up spaces for 
the assertion of the interests of countries farther down 
the geopolitico- economic hierarchy.

While the rest of the world has long resented US 
imperial attempts, and done much to counteract and 
undermine them, Americans themselves have so far been 
slow to count the cost they themselves have paid for 
their governments” imperial pursuits, let alone those 



they infl icted on others. Th ese costs were mainly not 
those of the military build-up and wars, although these 
costs were substantial. Th e greater price came from the 
neglect of the US economy’s productivity and compet-
itiveness, and the pursuit of fi nancialization.
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Preface 

This article is a defi nitive statement of the con-
clusions I have come to as a result of ten years study, 

beginning with my work in the Greater London Authority 
and in the UK on the creative industries, about the nature 
of creative labour and its role in modern technology.

Originally I was asked to write a chapter on “High-
end technology”. I replied suggesting the title “High-
end labour”, since modern high technology — and in-
deed, arguably, technology in general, is characterised 
and defi ned not by the machinery it uses, but by the 
mental and human inputs which both design, and use, 
the technology. I also argued that with the rise of the 
creative industries and the IT-driven service industries 
in general, the actual products of modern technology 
themselves are defi ned by their human content, and 
that a new relation between technology and humanity 
was emerging, involving a specifi c type of labour: labour 
that could not be replaced by a machine. Th is was al-
ways my specifi c defi nition of creative labour.

However on refl ection, I decided it was insuffi  cient 
just to restate, for the hundredth time, the evident facts 
about the rise of creative labour, to fall on another two 
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hundred deaf ears. It was necessary to confront at least 
one of the multiple prejudices which are the cause of 
the deafness, and which arise from the persistent and 
foolish attempt to apply, to the study of new phases of 
social and technological development, the ways of think-
ing that were generated by phases that preceded them. 
In particular, it is necessary to confront what Andrew 
Kliman and I term “physicalism”; the notion that the 
economy consists of a system of “physical” production 
in which things produce things, and that its outputs 
consist of things, where the disputable idea of a “phys-
ical thing” essentially means some kind of inert object, 
be it a table, a bowl of food, or a machine, defi ned only 
by its intrinsic properties independent of any consider-
ation of the human purposes it serves or the human in-
tent, competence and mentality requires to produce it.

Physicalism, epitomised in the system of Piero Sraff a 
and turned into a kind of religion by his epigones, is a 
value concept: its “rational kernel” consists of two prop-
ositions: that economic value consists of the intrinsic 
properties of the objects sold as commodities, and that 
the source of this value consists of the machinery and 
raw materials required to produce them.

Th is is in fact a conceptual system comparable to 
the outlook we now term “Physiocratic”, which preced-
ed classical economy and held that all value came from 
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nature; specifi cally, from the land. With Radhika Desai, 
I developed the term “Machinocratic” to refer to the 
broader view that pervades all of modern economics: 
the idea that value comes from machines. With the rise 
of a system of production in which mental objects — a 
term I defi ne in my later writings — play an ever more 
decisive role, the absurdities of this outlook multiply 
daily and in fact it would not be unfair to defi ne mod-
ern economics, paraphrasing Sraff a, as “the production 
of absurdities by means of absurdities”. 

Th e purpose of this article was to put an end to all 
this nonsense and, at the same time, demonstrate the 
possibility of an alternative, rooted in the critique of 
substitutability, the core notion underlying the neoclas-
sical system. Th is consists of the idea that machinery, 
and labour, are alternative inputs to production (as is 
evident in the neoclassical production function). 

Th is was always false, in the sense that labour is an 
irreducible element of production and cannot be indef-
initely substituted by machinery. But with the mono tonic 
rise in the importance, volume, and sheer monetary 
value of cultural, creative, scientifi c and more general-
ly mental products, and of the creative, scientifi c and 
technical labour that produces them, the general use-
lessness of the notion of substitutability oozes out of 
every pore of production. 
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Th erefore, it is necessary to re-ground the econom-
ics of the modern age fi rmly in an adequate defi nition 
of nonsubstitutable labour as a distinct input to produc-
tion. Nonsubstitutable labour is the residual, aft er the 
elimination of mechanised labour by machinery, of “la-
bour in general”; it is formed out of two interlocking 
characteristics of the modern commodity. First and 
foremost, it produces results which are identifi ably hu-
man and are demanded by humans for that reason. It 
is technically possible to create a robot hockey player; 
whether beer-swilling crowds will show up to watch it 
is more in doubt. Secondly, in order to produce these 
results, it demands increasingly non-mechanical ways 
of doing things: problem-solving, design, innovation, 
and so on.

It is an elementary and obvious arithmetic fact that 
if mechanical labour is diminishing over time, and if 
we discard the patently false idea that the end result will 
be the elimination of all labour, then the result must be 
the inexorable growth of nonsubstitutable labour.

If in addition, one recognises the (contested) dis-
covery of Marx that economic value is given by the time, 
intensity, and complexity of labour, it then becomes 
arithmetically evident that the labour time which ex-
pends on the production of machinery and raw mate-
rials must diminish as their cost falls towards zero; con-
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versely, the labour time which society expends on the 
production and reproduction of nonsubstituable la-
bour and its characteristic social means of production, 
namely mental objects, must grow.

A similar pattern is highlighted by S.D. Bodrunov, 
emphasizing the trend that costs for the intellectual 
component of the manufactured product are already 
beginning to prevail over physical costs (Bodrunov, 
2016b: 10).

“Sergey Bodrunov introduced the term ‘Noonomy’ 
into economic science, a much needed reminder that 
mental activity cannot be regarded as a secondary as-
pect of modern production that can be overlooked.” 
(Freeman, 2021: 207) 

Whether this can be done by means of private com-
modity production remains to be seen, since the reproduc-
tion of labour is an intrinsically social activity. Certainly, 
the advantages of social organisation in the production 
and use of nonsubstitutable labour are already evident 
even in capitalist society in its grudging adoption of 
universal education and it even more grudging exten-
sion of the age at which this should stop, and in the 
acknowledged and proven superiority of socialised health 
care. Th ey are now becoming yet more evident both in 
various socialised forms of capitalist production such 
as the open-source movement, and in the productive 
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successes of China, where the socialisation of technol-
ogy takes very diff erent forms to the protectionist and 
outmoded forms of Intellectual Property that prevail 
in the West. Th e resolution of these contradictions are, 
however, the work of history. Th is small contribution, 
I hope, may help future generations not only to under-
stand, but to shape, that history, better than the past 
ideas which, in Marx’s words “weigh like a nightmare 
on the brains of the living”.
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Introduction1

On 13th January 2014, aft er extensive consulta-
tion, the UK Department of Culture, Media, and 

Sport (DCMS, 2013) released new data for employment 
and output in the UK’s Creative Industries (DCMS, 
2014). Th ese refi ned statistical series that DCMS fi rst 
published in 2000 (DCMS, 1998, 2001), drawing on 
an extensive legacy (Bakhshi et al., 2013:8; Deroin, 2011) 
to become custodian of a de facto world standard. Th e 
“intensity” approach underlying its revisions (Vaizey, 
2013) was the fruit of a ten-year collaboration between 
three leading research centres (Bakhshi et al., 2013),2 

1 Among many who have helped, special mention goes to 
colleagues Hasan Bakhshi, Radhika Desai, and Peter Higgs, 
and to Kees van der Pijl for the chance to write it and the 
patience to wait for it. Special thanks to Geoff  Oldham, 
who suggested to a bedraggled group of Chris Freeman’s 
friends, on the wettest day in Sussex history, that we give 
the name “economics of hope” to his contribution to eco-
nomics. Errors are of course my own.

2 For brevity I refer to this report, A Dynamic Mapping of 
the UK’s Creative Industries, as DM henceforth.
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providing the most highly-developed indicators yet avail-
able for this new economic sector.1

Th is chapter has three objectives:
• To show that the Creative Economy constitutes 

a defi nite new branch of industry, based on a specifi c 
type of labour: creative labour.

• To establish that creative labour is defi ned by “non- 
substitutability”: it may not be mechanised or replaced 
by machinery.

• To explore the implications of non-substitutable 
labour for the future of modern production.

1 Following DM, the term “Creative Economy” refers to 
the sector as a whole. I will use “Creative Industries” when 
necessary, to distinguish its components.
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Chapter 1. Th e Empirical Reality 
of the Creative Economy

The most basic point is that the Creative Econo-
my is growing — faster than any other UK pro-

duction industry. (NESTA, 2014) notes that the UK’s 
Creative Economy employs around 2.5 million and is 
growing much faster than the UK workforce as a whole. 
Th ese Creative Industries — which specialise in employ-
ing people with creative occupations — now account 
for 5.2% of Gross Value Added (GVA), and are growing 
faster than all other sectors, except — you guessed it — 
real estate activities.

Jobs and output are both increasing, in proportions 
such that value-added per head is also rising — a phe-
nomenon which the Greater London Authority (GLA) 
termed a “benign productivity revolution” (Freeman, 
2002). Between 2004 and 2012, UK creative employ-
ment grew at an average annual rate of 2.4% compared 
with 0.7% overall. Th ough pedestrian by boomtime stan-
dards, it is remarkable in a period which spans the open-
ing years of the current long recession in one of the 
worst-hit countries.

Th is growth is longstanding, dating back to 1992, 
the fi rst year for which we have reliable data. It is also 
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general across the sector: nine of DCMS’s original 11 
Creative Industries are growing at such rates. It is, fi nally, 
widespread: similar growth rates have been observed 
in many countries. Th e Creative Economy is demon-
strably a new and permanent feature of modern indus-
trial capitalism.

A range of studies, using a variety of defi nitions, 
have established the Creative Industries” distinctive 
characteristics. Th ey typically produce small quantities 
for a well-defi ned customer base. Aesthetic, intangible 
or “cultural” characteristics of their outputs add to their 
value (Hesmondhalgh, 2007; Stoneman 2010; Haskel 
et al. 2009). Th ey cluster geographically (Chapain et 
al., 2010; Freeman, 2009; Pratt, 2006) forming tight 
concentrations of identical or interrelated activities, 
like advertising in London’s West End, broadcasting 
and video in West London, or Shoreditch’s “High-Tech” 
cluster (Cities Institute, 2011). Th ey employ distinctive 
techniques to recoup up-front investment and maintain 
competitive advantage, of which Intellectual Property 
(IP) (Howkins, 2013) is only one of a battery including 
fi rst-mover advantage and unprotected identity based 
on connoisseurship, loyalty, or genre (Frontier Econo-
mics, 2007). Th ey use “pre-market selection” involving 
“gatekeepers” like gallerists, buyers, publishers, editors, 
agents, and producers (Caves, 2002), and collaborate 
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using “open innovation” (Chesbrough, 2003) and “mot-
ley crew” methods (Caves, 2002) to construct teams of 
specialists for one-off  projects. Th ey have evolved dis-
tinctive contracting techniques to manage uncertainty.1

If the concept of the Creative Economy was an arbi-
trary construction, the “facts” associated with it would 
be visible only when measured in special ways. However, 
these facts appear to a greater or lesser degree in all 
frameworks, notably those considered in UNESCO’s 
(2009) comprehensive account. DM refers to this as 
the pragmatic reality of the Creative Economy. Th e in-
tensity approach integrates the facts surrounding this 
reality into a theoretically coherent whole, by asking 
how the Creative Industries really function in the econ-
omy. To this we now turn.

1  Using Knight’s (1921) distinction between uncertainty 
“when the likelihood of future events is indefi nite or in-
calculable” and risk, in which likelihoods are in principle 
knowable, as in the insurance industry. Caves (2002) re-
fers to uncertainty in creative contracts as the “nobody 
knows” principle.
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Chapter 2. Creation: a Branch of Industry 
Based on a Type of Labour

The mere fact of Creative Economy growth chal-
lenges conventional thinking. Many early defi ni-

tions sought to impose concepts external to the reality 
of a straightforward commercial activity. Employing the 
pragmatic reality principle, the DM approach deduces 
its defi nition from the real, material function of the 
Creative Industries in the economy. What do they produ-
ce, how do they produce it, who buys it, and why? We ask, 
in short, “is the Creative Economy really an industry?” 

Th e idea of an industry originates with Adam Smith’s 
idea of a branch of the division of labour, now so wide-
spread that it is part of common speech: anyone who 
speaks of agriculture, manufacturing, or construction 
is unconsciously referring to industries. But what qual-
ifi es a group of activities as an industry? Th e idea is 
surprisingly diffi  cult to pin down (Freeman, 2008). We 
might naively suppose that “agriculture” produces food 
using land — but it also supplies wool, biofuels, and 
even wood, whilst factory-farmed animals are lucky to 
see the sky, never mind the land. 

Th e standard manual of procedure (ISIC, 2008) 
off ers three criteria:
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(1) specifi c inputs, generally material (for example 
the extractive industries)

(2) specifi c outputs, also generally material (for ex-
ample the construction industries)

(3) specifi c processes of production (for example 
manufacturing)

Th e defi nition of most modern industries is so loose 
that any one criterion is usually enough. Th e Creative 
Economy meets all three (Bakhshi et al., 2013 :23):

1. Its components share a common type of input: 
the creative workforce.

2. Th eir outputs share common features: they em-
phasise content, their products are diff erentiated, a high 
proportion of their value is intangible, and they sell 
small quantities to discretionary clients.

3. Th ey share common processes of production. Th ey 
use pre-market selection, uncertainty-management con-
tracts, just-in-time production, and collaborative con-
tracts. Th ey cluster, and they exploit IP, fi rst-mover ad-
vantage and brand to secure returns on their investment.

Th e “intensity” approach focusses on the fi rst of 
these: the creative workforce. Fortunately, we can mea-
sure it; DCMS, following European precedents whose 
importance it did not initially recognise, not only de-
fi ned the industries it considered creative, but creative 
occupations.



232 Section 3. Twilight of the Machinocratic Outlook: 
Non-substitutable Labour and the Future of Production

It is not widely appreciated that these are two differ-
ent things. Less than half the agricultural workforce con-
sists of agricultural workers and teachers make up only 
45% of the education industry. Only 12 per cent of people 
working in “Electricity, Gas, Steam and Air Conditioning 
Supply” are occupied as “Skilled Metal and Electrical 
Trades” workers, and a further 7 per cent as “Skilled Con-
struction and Building”. Th is compares with 14 per cent 
who are “Science and Technology Professionals” and 
17 per cent Corporate Managers (Bakhshi et al., 2013 13).

Occupational specialization in the Creative Industries, 
in contrast, is extraordinarily high. To track it, DM 
defi nes “creative intensity” as the proportion of any 
given industry’s workforce made up of creatively occu-
pied workers. As Table 1 shows, intensity in the Creative 
Industries is exceptionally high, at being 25 times great-
er than outside them. Th is holds for all but three of the 
industries DCMS identifi ed as creative in 2011. To un-
derstand the signifi cance of this fi nding, we must note 
that the defi nition is not circular. Table 1 records inten-
sities prior to the adoption of the intensity approach, 
using DCMS’s (2001) original criterion:

those industries which have their origin in individu-
al creativity, skill and talent and which have a potential 
for wealth and job creation through the generation and 
exploitation of intellectual property.
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Table 1. Creative intensity of the Creative Industries, 
DCMS 2011 defi nition

C
re

at
iv

e S
ec

to
r

C
re

at
iv

e 
oc

cu
pa

tio
ns

O
th

er
 

oc
cu

pa
tio

ns

To
ta

l 
oc

cu
pa

tio
ns

In
te

ns
ity

 (c
re

at
iv

e 
oc

cu
pa

tio
ns

/
To

ta
l o

cc
up

at
io

ns
)

Advertising 45,900 69,400 115,300 40%
Architecture 67,800 36,200 103,500 65%
Arts and Antiques 500 8,300 8,800 6%
Design 56,400 42,100 98,500 57%
Designer Fashion 3,700 2,900 6.600 56%
Film, Video and 
Photography

28,700 29,500 58,200 49%

Music and the Visual 
and Performing Arts

138,400 52,800 191,300 72%

Publishing 71,300 111,500 182,700 39%
Soft ware/Electronic 
Publishing

900 22,300 23,200 4%

Digital and 
Entertainment Media

2,000 11,200 13,200 15%

TV and Radio 61,700 34,200 96,000 64%
All Creative Industries 
(2011 defi nition)

476,800 420,500 897,300 53%

Source: (Bakhshi et al., 2013a: 10)

Th e fact that these industries are exceptionally intense 
employers of creative labour was a later discovery. Further-
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more, two of the “low intensity” industries appear so 
only because of a short-lived change in DCMS’s 2011 
estimates, when it briefl y dropped two key Information 
and Communication Technology (ICT) occupations — 
an omission corrected in 2013. As DM showed, ICT 
and creative skills are found in a symbiotic relation, 
together in the same industries, across the board — a 
fact whose signifi cance we will shortly assess. Th eir re- 
inclusion renders the original concept consistent; when 
it is done, all sectors except one manifest this excep-
tional creative intensity. 

Th is unique workforce composition yields a straight-
forward conclusion: the specialist resource of the Creative 
Economy is in fact its labour force. Th is is the basis of 
the “intensity approach” which, with minor modifi ca-
tions, defi nes the Creative Industries by the intensity of 
their usage of creative labour. What, then, is creative 
labour?
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Chapter 3. What is Creativity?

Given the liberal way the word “creativity” is used, 
writers are surprisingly contradictory when it comes 

to defi ning it. Th us UNCTAD’s (UNCTAD, 2010) 
defi nitive report covers almost every concept possible, 
without actually adopting any one of them:

Th ere is no simple defi nition of “creativity” that en-
compasses all the various dimensions of this phenomenon. 
Indeed, in the fi eld of psychology, where individual crea-
tivity has been most widely studied, there is no agreement 
as to whether creativity is an attribute of people or a pro-
cess by which original ideas are generated. Nevertheless, 
the characteristics of creativity in diff erent areas of human 
endeavour can at least be articulated. For example, it can 
be suggested that: artistic creativity involves imagination 
and a capacity to generate original ideas and novel ways 
of interpreting the world, expressed in text, sound and 
image; scientifi c creativity involves curiosity and a will-
ingness to experiment and make new connections in prob-
lem solving; and economic creativity is a dynamic process 
leading towards innovation in technology, business prac-
tices, marketing, etc., and is closely linked to gaining com-
petitive advantages in the economy. 
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Th e confusion arise because of attempt to impose, on 
a new economic reality, ideal notions drawn only from 
past experience. Th e intensity approach instead derives 
its concept of creative labour by studying what creative 
workers really do. Since everyone recognises musicians, 
artists, fashion designers, actors, and architects as cre-
ative, what do their occupations have in common?

Occupation is not synonymous with talent, training 
nor qualifi cation. It defi nes what the worker is employed 
to do.1 Artists who work in McDonalds are not em-
ployed — as yet, sadly — for their creative capacities. 
When an artist is employed creatively, what is it that 
she or he does? To pin this down, DM researchers set 
out fi ve attributes of economically creative activity, de-
scribed in full in (Bakhshi et al., 2013). Th ese can be 
summarised in one critical feature: Despite wide dif-
ferences, creatively occupied workers are non-substitut-
able:2 they cannot be replaced by machines.

At least one reason, discussed at greater length in 
(Freeman, 2008) is that their labour is non-mechanisable, 
essentially (though not solely) because it is non-repet-

1 In Marx’s terms (Marx, 1867/1976:132–138), they defi ne 
the creative worker’s concrete labour.

2 Th e earliest use of this term I can fi nd is Krzyzaniak 1973. 
Th anks to Nicholas Th eocarakis for this information.
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itive. Each new assignment diff ers in one or other vital 
respect from the preceding. Each creative production 
run is subtly diff erent — a new fi lm, a new work of art, a 
new building or advertising campaign — so the sequence 
of activities involved cannot be laid down in advance. 
Essential decisions are left  to the individual creative 
worker or team. Th is is the diametrical opposite of the 
production line, that archetype of modern manufacture, 
in which every step is specifi ed in the minutest detail. 

Creative products furthermore display the character 
of the labour involved, so that even if they could be ro-
botically synthesised, they would be less valued by the 
purchasers. It is the skilled character of the work that 
makes the product distinctive. Th is is where the added 
value comes from: it is because the product bears the 
stamp of its human origin that other humans pay for 
it. Th is is how the fashion industry, for example, dis-
tinguishes mass generic products from designer items.1

1 Newbery (Newbery, 2003) details this distinction. A foot-
ball shirt maker vividly described to me how High Street 
Fashion transformed his industry: when teams started to 
commercialise their image by changing the strip annual-
ly and selling it, fans had to stump up each year for their 
fashion-conscious children. As shirts became fashion items, 
stitching time rose from 3 minutes to 50. Th e manufac-
turer relocated from Asia to Northern England.



238

Creative labour is not the only non-substitutable 
labour: caring is almost certainly non-substitutable, and 
education has resisted all attempts at mechanisation. 
Scientifi c labour is probably non-substitutable as, inter-
estingly, is the labour of sport. However, creative labour 
combines non-substitutability with specifi c outputs, 
and specifi c processes, giving rise to a branch of industry 
based on it. Th e Creative Economy is a truly Smithian 
industry: it is a branch of the division of labour. Th e 
special, concrete character of that labour has immense 
repercussions for economics and economic theory.
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Chapter 4. Th e Second Great 
Transformation: Genesis and Limits 
of the Machinocratic View

A branch of the economy that relies on a special 
type of labour has few wider implications. Non-

substitutable labour, however, is not just any special la-
bour: it is the antithesis of mechanised labour. Th is has 
profound macroeconomic consequences for growth, 
trade, and all aspects of economic development: it oblig-
es us to confront the real limits of mechanisation.

What is mechanisation? Ultimately it is a method, 
which industrial capitalism instantiates par excellence, 
for decreasing the labour that human society uses to 
reproduce itself. It combines two moments: it strives 
constantly to reduce labour itself to a set of repetitive 
simple movements, and it deploys devices — machines — 
that conduct the same movements, in place of human 
labour.

It is clear that mechanisation must have limits; the 
nature of these limits has, however, been inadequately 
expressed as the idea that if all human requirements can 
be met without work, labour will become redundant, 
as explored in Morris-Suzuki’s (1984) penetrating arti-
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cle on robots and capitalism and more generally in the 
“post-industrial” literature.1 Th is misnomer betrays the 
problem. Non-substitutable labour does not mean “la-
bour without machines” but a new relationship with 
machines in the broadest sense of devices that replace 
human functions. Creative labour could not function 
as the principal resource of a growing branch of the 
economy without ICT, modern transport, the modern 
city, the modern university and many other highly ad-
vanced technologies. We are witnessing not the end of 
industry, but a new type of industry.

We can agree with the viewpoint that we are moving 
to knowledge-intensive industry, to knowledge-intensive 
material production, where creative (knowledge-inten-
sive) human activity is a determining factor, and simul-
taneously based on quite material means (Bodrunov, 
2018: 73–74).

Nevertheless, if society keeps on replacing labour 
with machines, only non-substitutable labour can ulti-
mately remain. Th is is a simple tautology, though sur-
prisingly few get the point. Th e fl aw in post-industrial 
thinking is clear once we recognise that some forms of 
labour cannot be replaced by machinery. Mechanisation 

1 and many dystopic movies like Th e Forbin Project, Robocop, 
Th e Matrix or, in its own way, the archetypal Metropolis
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cannot then eliminate all labour — only substitutable 
labour. Th e limit is not then a society with no labour, 
but one in which only non-substitutable labour remains.

A related, but distinct issue is that of resource con-
straints, appearing fi rst in the “Limits to Growth” debate 
(Meadows et al., 2004), which has added the notion 
that sustainability imposes, or requires, a “zero-growth” 
economy. But the growth of non-substitutable labour 
does not have to involve the ever-increasing consump-
tion of resources. Its full development — the expansion 
of our spiritual, mental and cultural capacities — may 
co-exist with either a rising, constant, or declining use 
of primary resources.

Sustainability, from this standpoint, is a technolog-
ical and political choice, not an economic outcome. If 
in Mark Swilling’s (2005, 2011) terms we “resource-de-
couple” — switch to sustainable energy and renewable 
materials in a purposeful way — the result will be a 
materially sustainable growth path placing no limit on 
the capabilities of labour. Th is is a form of growth. Th e 
present path, to the contrary, will prove unsustainable 
regardless of the labour it uses. Th is is another form of 
growth. Th is is a matter of human choice, not econom-
ic inevitability.

Th e obstacle to making such choices in an informed 
manner is mental, not physical: modern thinkers are 



242 Section 3. Twilight of the Machinocratic Outlook: 
Non-substitutable Labour and the Future of Production

shackled with concepts shaped by an entire mechanical 
epoch, leading them to the powerful prejudice that mech-
anisation is the only possible form of economic change. 
To fi x ideas, let us begin with what every economics 101 
student learns about production, namely the “produc-
tion function”

Y = Y(K, L)

where K stands in some sense for Capital and L for 
labour. We can set aside the many valid critiques of this 
equation, such as the heterogeneity of capital, because 
we are studying a mindset, not its validity.

Th e student learns that K and L are in general substi-
tutes, so that one can use machines to economise on la-
bour, or vice versa. If she goes more deeply into the mat-
ter, she discovers that K and L can be “complements” but 
this is an extreme case. However, when an extreme case 
becomes a law of history, profound consequences follow. 
Classical growth theory falls: any putative “balance” be-
tween capital and labour is determined not by the growth 
path but the twin imperatives of fostering non-substitut-
able labour, and providing the technology that it needs. 
Human development becomes the only viable option.

Conventional trade theory also falls. It supposes 
that countries have a choice, so that some can specialise 
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in “generic labour” and some in capital, when the real 
issue is which type of labour? If non-substitutable la-
bour is a dominant or even secularly-rising component 
of advanced production, then the developing world has 
no option but to foster its most advanced forms, along 
with the industrial capability that will optimise its ca-
pabilities.

Th e very unpreparedness of economic and social 
thought for such unexpected problems betrays the men-
tal barriers involved. Th e common prejudices of both 
everyday speech and social theory assign pre-eminence 
to machinery. Labour is treated as a “lump” with no 
distinct characteristics; machinery and materials are 
the locus and target of innovation. Industrial or inno-
vation policies, where they exist, are invariably described 
in such terms as “high-tech”, “high-end manufacture” 
or “STEM” (Science, Technology, Engineering and 
Medicine/Mathematics).1 Creativity, as a factor of pro-
duction, is either absent or conceived of as eccentric 
science. Ingrained polarities defi ne the concepts we use 
to talk about production and its antinomies:

production = work = necessity= repetitive identity
versus 
creation = leisure = luxury = distinctive individuality

1 See for example DIUS 2009, Hecker 2005, Rothwell 2013.
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Such counterpositions have their origins in Ro-
mantic opposition to industry dating back to the late 
Eighteenth Century. Th e idea that industry is the op-
posite of art, or manufacture of creation, is the mental 
product of a specifi c historical era in which mechani-
sation has been the dominant form of economic and 
social transformation. As the product of a passing age, 
such mental constructs are plainly inadequate for un-
derstanding non-mechanical production and its social 
and economic transformations.

Th ese counterpositions are quite modern. As Williams 
(Williams, 1958) notes, the word “art”, whose derivation 
from the word “artisan” betray its origins in the Latin 
word for technique or skill, was not widely distinguished 
from industry or even science until late in the Industrial 
Revolution. Th us Young (Young, 1759: 12), 1 one of the 
earliest exponents of English Romanticism:

An Original may be said to be of a vegetable nature; 
it rises spontaneously fr om the vital root of genius; it grows; 
it is not made; Imitations are oft en a sort of manufacture, 
wrought up by those mechanics, arts and labour, out of 
pre-existent materials not their own.

Art and labour are here identifi ed as “mechanics” and 
counterposed to origination, or genius. Seventy years 

1 Cited by Williams (1958:37) 
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passed, with industrialisation sweeping the nations of 
Europe, before Carlyle (Carlyle, 1829: 243) voiced the 
cry that mechanism defi nes the age:

were we required to characterise this age of ours by any 
single epithet, we should be tempted to call it, not an Heroi-
cal, Devotional, Philosophical or Moral Age, but, above 
all others, the Mechanical Age. It is the Age of Machinery, 
in every outward and inward sense of that word...Nothing 
is now done directly, or by hand; all is by rule and calcu-
lated contrivance.

His description is as accurate as it is evocative:
On every hand, the living artisan is driven fr om his 

workshop, to make room for a speedier, inanimate one. 
Th e shuttle drops fr om the fi ngers of the weaver; and falls 
into iron fi ngers that ply it faster.

Th e missing mental concept is that of creativity as 
a universal human capacity, for the straightforward rea-
son that the material conditions for it were absent. Car-
lyle comes closest, but Marx, alone among nineteenth- 
century thinkers, articulates this idea both as a concept, 
and the potential outcome of a defi nite historical pro-
cess. Critics of mechanism fell back on one of three 
ideas: the utopian and ultimately reactionary worship 
of pre-commercial social relations; entrusting a special 
group of gift ed people (“artists”) to oversee culture; or 
the view that managing the cultural values of a people 
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is the business of the nation and should be handled by 
the state. Th ese ideas appear also appear mixed up to-
gether in such ideas as Coleridge’s “clerisy”, producers 
of culture who could be entrusted with its public ad-
ministration, or Carlyle’s “heroes” who could lead the 
people in advancing their culture. In the UK it has mu-
tated into the Disraelian idea that the educated and 
wealthy elite per se is the legitimate custodian of cul-
tural virtues.

Th e common thread is German Romanticism (Elias, 
1969) for which cultural production is the special job 
of a restricted group of exceptional “men made Gods 
by genius” (Safranski, 2004). If this Romantic view were 
true it would set another limit on the Creative Economy, 
because there would simply not be enough creative peo-
ple to resource it.

Modern thought is here, too, disastrously constrained 
by its uncritical reliance on a quintessentially nineteenth- 
century conception; in this case, of social reproduction. 
Th e counterpart to the cramped idea that economic 
production uses machines to turn things into other 
things is a stylised “culture” occupying a twilight zone 
which descends when the factory whistle sounds, un-
dertaken by a small group of gift ed people drawn, by 
an inexplicable stroke of fate, from families who can 
aff ord to indulge them.
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Th ere is no evidence that creativity is the gift  of a 
few. Of course, not every human can be a virtuoso pi-
anist, a champion football player or a mathematical 
wizard. It does not follow they will never play an in-
strument, sing a song, write a poem, pen a drawing, or 
play a game. All humans can perform activities which 
machines cannot; tautologically, this capacity defi nes 
what it is to be human. Th is is why Western society 
fi nds aboriginal art so problematic (See Smith, 2011) 
and treats “self-taught”` or “naïve” artists as oddities 
instead of visible proof of the creative capacity of every 
normal human. Projects like Venezuela’s “Sistema” show 
how rapid creative development can be, when material 
barriers to participation are removed. Jazz, arguably the 
greatest musical innovation of the 20th Century, was 
created by the USA’s poorest and most oppressed peo-
ple, ironically in the city which its president abandoned 
to Katrina.

Th e mindset that denies this is entrenched in two 
intertwined factors: the resolute elitism of the middle 
classes and the pervasive notion that machines are the 
true essence of production. Th e result is a zeitgeist that 
Radhika Desai and I term the “Machinocratic” outlook, 
by analogy with the pre-classical Physiocrats for whom 
the land was the location of truly productive labour, 
because only Nature generates a spontaneous surplus. 
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Th erefore, in the towns they saw only “unproductive” 
activities which transformed this natural surplus into 
a variety of forms.

In the Machinocratic outlook, the place of land is 
taken by machinery, beside which we fi nd the only la-
bour that “genuinely” produces. Creation, culture, not 
to mention health, caring or even education are ancil-
laries that merely recycle: parasitic and derivative, pan-
handlers on the bleak streets of wasteville, sitting targets 
of all attacks on the spendthrift  state and the idle poor.

Th is outlook has material roots in commodity fe-
tishism: relations between humans, in commercial so-
ciety, are disguised by the workings of the market as 
relations between things, leading to “physicalism” Kliman 
(Kliman, 2007:56); the idea that capital is an assem-
blage of things — tangible, alienable objects — instead 
of a social relation. Th e fallacies that beset all such modes 
of thought revolve around service production, to which 
we now turn.
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Chapter 5. Th e Transformation 
to a Service Economy

In Adam Smith’s day, production was so quint-
essentially material that he defi ned productive labour 

(Smith, 1776/1976: 146) as the creation of “vendible 
objects”:

A man grows rich by employing a multitude of man-
ufacturers; he grows poor by maintaining a multitude of 
menial servants…the labour of the manufacturer fi xes and 
realises itself in some particular subject or vendible com-
modity, which lasts for some time at least aft er that labour 
is past.

Th is made some sense when the vast bulk of com-
modities were manufactured or cultivated. But indus-
trial capitalism has brought about a long-term change 
which economics still struggles with. Th e post-indus-
trial future has rudely arrived. As Chart 1 shows, over 
80% of labour in the main industrialised economies is 
engaged in what the national accounts (Petit, 1987) 
term “services”. Th e world of labour is no more the world 
of manufacture, nor will it ever be again.
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Chart 1. Share of employment in services 1948–2007
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Chart 2. Share of employment in US services, 
1946–2013
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Th is is an inexorable trend. Since 1948 — a historical 
period of nearly seventy years — it has shown almost 
no cyclic variation and has hesitated briefl y if at all, on 
isolated occasions. It applies to all industrial economies. 
Space does not allow for data on the emerging economies 
in the detail they merit, but the trend is no diff erent: 
In China, services now employ the majority of workers 
whilst manufacturing employment has actually declined 
in the last forty years, refl ecting that country’s great 
strides in productivity in this sector where labour sub-
stitution still proceeds relentlessly. 

It is also a recent trend in historical terms. At the 
end of World War II, only in the USA were service 
workers a majority. 

Th e rise of services is the most characteristic tech-
nological transformation of the postwar era. Its social 
and economic eff ects outstrip all the changes attribut-
ed to nuclear power, oil, or the car.1 Th is latter surge 
exhausted itself in the late 1960s and an utterly diff erent 
type of technological transformation has set in. As rad-
ical in its consequences as the transition from agricul-
ture to industry, this was not the “product” of a tech-
nological revolution: it was a technological revolution. 

1 On technological surges, and their associated social trans-
formations, see (Perez, 2002)
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Th e paralysis of economic and political thought in the 
face of the long stagnation that began in the 1970s ex-
presses a radical inability to grasp, or even respond, to 
this new great transformation.

Th e growth in service labour corresponds to a real 
demand for service outputs, which is changing the na-
ture of material goods themselves. Chart 3 shows how 
UK household demand has evolved since 1976. Except 
for a recent brief reversal, the demand for services has 
risen continuously while the demand for food and cloth-
ing has fallen.1 Demand for “leisure goods and services” 
— which includes most creative products — almost 
doubled between 1976 and 2006.

1 Note that, in line with the substitution of machinery for 
labour in production, this is not because people are consu-
ming less food or clothing, but because these are now less 
expensive. Th at is why less people are working to produce 
them.
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Chart 3. Demand for leisure and service products 
by UK families 1976–2008
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Chart 4, showing the 30-year growth rates of the 
components of family spending, emphasises that leisure 
and personal service spending have both grown at the 
expense of food and clothing and also the traditional 
material “luxuries” alcohol and tobacco.
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Chart 4. Annual Growth Rate of Major Categories 
of Family Expenditure, 1976–2008
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Businesses too consume an increasing proportion 
of creative services; an important subgroup — adver-
tising, soft ware and architecture — sells almost entire-
ly to business customers, as table 2 shows.
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Table 2. Demand for creative products
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Th is is not some kind of service bubble. It is a long-
term, irreversible change in the structure of the modern 
industrial economy, whose reality fi les in the face of the 
utopian view that we can simply wind back the history 
clock and restore manufacture in all its glory, just as the 
reactionary romanticism of the nineteenth-century 
yearned for an idyllic pre-industrial age instead of grap-
pling with the real potential, limits — and contradic-
tions — of industrialisation. Otherwise incisive critics 
like Elliott and Atkinson (Elliott, Atkinson, 2007:75) 
dismiss the Creative Economy as an ephemeral fantasy:
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Even more laughably, some cling to the idea that the 
way ahead is the ever-more nebulous “Creative Economy”. 
Th is fantasy, a particular favourite of ours, is that while 
Britain may no longer carry the industrial clout it once 
did in the days where it was the workshop of the world, it 
can still be the world’s creative hub (copyright T. Blair)…
we did warn you the bullshit merchants are good at what 
they do.

Part of this confusion is due to the inadequacies of 
the industrial classifi cation system itself. Th e “service” 
sector includes, and once mainly comprised, commerce 
and fi nance. Th is encourages the prejudice that services 
are inherently unproductive, pushing pieces of paper 
around or selling worthless derivatives. Yet as chart 2 
shows, the largest US growth has been in health and 
education, followed by business services, and then lei-
sure and hospitality. Employment in fi nancial services 
has never exceeded 9%, and has fallen since 1990 near-
ly to its 1946 level of 6%. Wholesale and retail employ-
ment has fallen since 1948 to its lowest ever level of 18%.

As already noted, it is equally illusory to suppose we 
are entering a post-industrial age. Machines are becom-
ing vanishingly cheap, but if cheapness made a thing 
redundant, we could stop breathing tomorrow. Th e ser-
vice economy is a particular mode of deploying mechan-
ical devices — to deliver services. Th e drive-in ham-
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burger bar, the modern football stadium, and the cinema 
alike use sophisticated modern technology.1 I also make 
no claim that services are creative merely by virtue of 
being services. To the contrary, the function of develop-
ment is to convert all service labour into creative labour.

Nevertheless, even when confi ned to the low-wage 
and mechanical, service production rises above material 
production. Th e output of a burger joint is not the burg-
er, but the serving of it. Economically, this distinguish-
es the humblest cafe from the most illustrious store. To 
get the value from a burger joint, wait till the staff  arrive. 
To get the value from a jeweller, wait till they leave.

1  Th e accumulated value of machinery also increases rela-
tive to living labour. Th is point is fully discussed elsewhere 
(Kliman 2012, Freeman 2012b, Maito 2013)
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Chapter 6. All Th at is Solid: Services 
and the Transformation of Materiality

Possibly most important consequence of the ser-
vice revolution is the transformation of material 

objects into bearers of services. Th e conceptual recon-
sideration it calls for is of critical importance.

Th e most mysterious attribute of creative products 
(Hesmondhalgh, 2007; Stoneman, 2010; Haskel et al. 
2009 op cit.; DCMS, 1998, 2001) is their “aesthetic 
content”. Curiously, we are most at home with this 
idea in its most contradictory form of artistic products 
per se. We buy paintings not for the canvas but for 
what the artist has done with it. Th eir use lies in the 
concrete form of the artist’s labour, which is visible 
on its exterior. Yet we don’t even think of artistic la-
bour as manual; it never occurs to those who lament 
the passing of “true manufacture” that Michelango 
subjected his body to more damage when painting the 
Sistine Chapel than a modern auto worker endures 
throughout his life.

Th e materialisation of creative labour is not confi ned 
to art. Fashion clothing is purchased not for warmth 
or cover but appearance. In 2010, ONS reclassifi ed all 
publishing as a branch of “information services”. Th e 
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fast-vanishing compact disc, tape or vinyl record is not 
purchased for its own sake but as the inert medium on 
which the real product — the service of performance 
— is inscribed.

Th is attribute of materiality is transforming erst-
while manufacturing companies. Apple, by 2012, was 
the largest company in the world in terms of capitalisa-
tion. Its products now sell not for what is in them but 
what is on them; apps, music, social media and occa-
sionally, even phone calls. “Platform” companies like 
Google, Facebook, Spotify or Netfl ix are dissolving the 
material substrate of communication into an invisible 
network of wires and signals in which the service of 
interaction is the primary product. Even that most sol-
id of industries, auto manufacture, has mutated into a 
purveyor of “looks”, add-ons, go-faster stripes, and op-
ulent designer curves. 

Creative labour transforms all it touches into mere 
signifi ers of its activity. Objects become either mere 
bearers of it, as with the CD or the video tape, or mere 
symbols of it, as in the cult of authenticity. In live per-
formance this reaches its ultimate limit; artists directly 
embody their own product, leading to new forms of 
fetishism like the celebrity, a person who symbolises an 
entire branch of collective labour.
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Th is transformation demands a systematic recon-
sideration of the concept of “service”. Just as with “crea-
tivity”, economists cherry-pick, as suits their purpose, 
defi nitions that range (Petit, 1987) from the out dated 
notion that a service must be directly performed by one 
human for another in the immediate presence of both — 
eliminating the newspaper, the phone call and the re-
cording from the realm of services — to the diametri-
cally opposed concept of “capital services” (BLS, 2014) 
wherein “service” means any use consumed over time, 
reducing all material production into services.

As with creativity, all attempts to impose outdated 
or external concepts upon a new reality lead to obfus-
cation. Th e real economy is diff erentiating all products 
into those whose use is determined by the non-substitut-
able labour engaged in producing them and those whose 
materiality determines their use. Th is more rigorous con-
cept not only covers most traditional services, but dis-
tinguishes rigorously between the two principal types 
of product now emerging in almost every sphere of ma-
terial production: those in which the material form is 
primary and those where the labour “content” is pri-
mary. Coff ee may be delivered by a machine or by a 
barista: the former is a material product and the latter 
a service. Corrrespondingly, the world of end-user cof-
fee supply divides into makers of vending machines and 
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managers of cafes, formally purveyors of the same ma-
terial substance but in all practical respects as unlike as 
chalk and cheese.

What, then, is the use of a service? We will attempt 
to resolve this question by turning to second of our 
criteria for “industry-hood” — the way modern services 
are produced.
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Chapter 7. ICT, the Revolution 
in Service Productivity, 
and the Material Foundation of Distinction 

The transition to a service economy raises a 
question rarely, if ever, stated clearly: how can la-

bour productivity rise in the delivery of services? Th e 
answer lies in a primary lacuna of the machinocratic 
outlook: it has no defi nition of the use of a service.

Two economic fallacies testify to this problem. Th e 
fi rst arises from Solow’s famous remark (Uchitelle, 1987) 
that, “you can see the computer age everywhere but in 
the productivity statistics”, Th e second is Baumol’s “par-
adox” (Baumol, Bowen, 1966; Heilbrun, 2003) dealing 
with the “cost disease” of artistic services which, Baumol 
argued, cannot increase their output by their very na-
ture. An orchestra cannot “produce more” by playing 
faster: therefore, Baumol argued, the public has to fund 
the arts.

Computers have indeed raised productivity, but in 
services, not in material production. And the public 
should indeed fund the arts, but not for the reasons 
Baumol gives. Th ese two fallacies arise because there is 
no systematic method for measuring the “quantity” of 
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a service. Th is in turn arises because economics, so far, 
has failed to defi ne what a service is used for.

Th e problem is not solved by “utility” which mea-
sures subjective satisfaction per unit of something. To 
say that, for example, six eggs provide twice as much 
satisfaction as two, marginal analysis falls back on the 
luxury of a physical measure, speaking of “satisfaction 
per egg”. But for a service product, the physical form is 
irrelevant. Th e need for a concept of “use-value” — that 
is, a socially-defi ned measure of quantity — returns like 
a spectre from its place of banishment.

Th is is a real problem, not a theoretical quibble: the 
statisticians don’t know how to measure a service. Five 
years before Solow’s remark, the BLS (Mark, 1982) proud-
ly announced that:

Over the last decade, the Bureau of Labor Statistics 
has been expanding the number of service industries for 
which it publishes productivity measures, and at present 
provides measures for 16 industries, representing almost 
a third of the employment in the sector 

Since in the same article the BLS recognises that 
services provided three-quarters of all employment, valid 
statistics for real output thus covered precisely half the 
economy. Solow was technically correct: ICT did not 
show up in the productivity statistics. Not, however, 
because ICT had no eff ect but because the statistics just 
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didn’t report them. Th e implied inference, that produc-
tivity has not increased, cannot be drawn.

Critics of Greenspan’s 1990s “productivity miracle” 
are similarly technically correct but short of the mark. 
Th e US Bureau of Economic Analysis (BEA) adjusts 
real output upwards, using “hedonic indices” (Gordon, 
2000; Desai, 2013: 211–215) for improvements in qual-
ity. Since other nations used more cautious quality ad-
justments, US productivity growth was overstated in 
comparison. But the real problem is deeper.

As we have just seen, three quarters of the “real ser-
vice output” of all countries is thin air.1 But physical 
measures of purely material objects are also uninforma-
tive if their primary function is to bear a service. A com-
puter does not just “compute”. It serves a multiplicity 
of purposes whose variety grows almost daily; writing 
letters, producing accounts, making and watching vide-
os, playing games, or just messing with apps. Electronics 
outputs cannot be measured in tons, yards, or units. 
True, a computer that goes twice as fast does not supply 

1  As Mark (Mark, 1982) explains, in the absence of an in-
dependent measure of service output, the usual practice 
is to equate it to labour inputs. Th is has the perverse eff ect 
that “real output” increases when service productivity 
goes down, since then more labour is required to achieve 
the same result.
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twice as much use — but neither do two computers. In 
both cases, their usefulness depends on what they are 
used for.

Baumol’s error is the inverse of Solow’s: he suppos-
es that the “quantity” of a service, like some physical 
object, is a self-evident simple magnitude: the number 
of performances, or the length of one of them. Even by 
this measure, his conclusion does not stand up: as he 
wrote, service productivity was already being revolu-
tionised: ICT was dissolving the remaining physical 
bonds imposed by the traditional service relation: the 
need to interact in the same place at the same time. Th e 
fi nal stage of process stretching back as far as the book, 
electronic communication technologies have removed 
barriers of distance; recording and reproduction tech-
nologies have eradicated the barrier of time, and the 
Internet has removed the last barrier of quantity. Services 
can be delivered across any distance, in any quantity, 
and at any time.

An orchestra can indeed increase its “output”, even 
in Baumol’s limited conception, by thousands and pos-
sibly millions. It can broadcast; it can record; it can 
webcast. A well-known rule of thumb in the industry 
is “Moore’s Law” which states that hardware capacity 
doubles every year. If we measure either services, or the 
objects that deliver them, as we do forging ingots or 
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growing corn, we should conclude that ICT has facil-
itated the greatest continuous output surge in history.

Yet this purely quantitative change is just the begin-
ning of the story. Something entirely new has happened: 
ICT has transformed not just the quantitative use of 
services but their qualitative nature. It is thereby trans-
forming the whole of what we mean by production. To 
this we now turn.
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Chapter 8. Distinction, 
Collective Consumption, 
and the Transformation of Use

Every crowd has a silver lining
P.T. Barnum

What use is a product? Th is innocent question 
divides economics like no other. We will yet 

again apply pragmatic reality. What do the consumers 
of service products really do with them?

Chart 5 uses data from Will Page, former Chief Eco-
nomist with the Performing Rights Society (PRS). Since 
even hotel-lobby music must pay royalties, the PRS 
administers an extremely well-populated dataset. Page 
and his colleagues (Page et al., 2011) divided musical 
revenues into two parts: that due to sales of recorded 
material — CDs, discs, tapes and so on — and that 
attributable to live performance. 

Th eir remarkable results exhibit in textbook form 
the “income eff ect” of declining costs. When internet 
downloading took hold, consumers did not reduce their 
total spend on music. Instead they used their savings to 
increase spending on live performance.
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Chart 5. Revenue from recorded and live music 
in the UK, 1997–2010

£0

£500

£1,000

£1,500

£2,000

£2,500

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

RE
VE

NU
ES

IN
£M

IL
LI
ON

Recorded Live

Source: Page et al. 2011.

Th is puts the lid on the Baumol fallacy. Consumers 
have diff erentiated among forms of the same use — per-
formance. Th ey treat live music as enhanced performance, 
as performance of greater use value. Th is diff erentiation 
furthermore does not stop with the live- recorded distinc-
tion. Consumers of performance establish a visible hier-
archy of uses, with live performance at the top, Spotify 
in the middle, and a ringtone at the bottom. Th e same 
phenomenon is observed across the board; personal 
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contact is simply rated more highly than other interac-
tions. Business users routinely describe a meeting as an 
“upgrade” for a phone call. Th is explains the great val-
ue they set on “closeness”, fi rst manifested in fi nancial 
districts and now in the sprouting “clusters” we noted 
earlier.

“Productivity” can then be increased “vertically” or 
“horizontally”. Producers can move “upwards” to more 
esteemed forms of service consumption: thus live per-
formance simply recognised by consumers as “more use-
ful”. But producers also diff erentiate “sideways” by pur-
suing variety — which explains the Creative Industries” 
characteristic production structure — short runs of 
specifi c products, short life cycles, and so on. In each 
case, the fundamental point is that the use is defi ned by 
the collective group that consumes it.

To see this, we fi rst ask how sideways diff erentiation 
can increase the use value of a service. At fi rst sight, no 
extra use arises from multiple products — if the world 
wants a fi xed number of shoes, what diff erence is made 
by splitting this number into a Jimmy Choo and gener-
ic population? 

But fi rst of all, the number of shoes in the world is 
growing faster than the number of feet. Diff erentiation 
brings some purely quantitative increase, because con-
sumers buy more of the “same” item. However, far more 
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decisively, distinction itself acquires a use. A fashionista, 
a football supporter, a Lady Gaga fan or even the resi-
dent of a desirable district becomes a type of person: 
shares membership of a defi nite group that does the 
same thing. Beside its normal use, every object acquires 
a second, symbolic use (Hesmondhalgh, 2007): it rep-
resents the groups and social classes to which the pur-
chaser belongs.

Creative use is fundamentally collective in nature. 
Live performance is valued not to be close to the players 
but to be part of a common experience. A play in an 
empty theatre is not just dismaying to the cast but dispir-
iting to the audience. Th e selective lover of music, or 
art, the collector, and the sports team supporter get use 
out of being “like” others with similar tastes. Distinction, 
ironically, becomes a uniform: a marker of collectivity.

Th e machinocratic vision accustoms us to thinking 
of use as individual. Th e very idea of “methodological 
individualism” rests on the intrinsic “excludability” of 
material objects — two people, we automatically think, 
cannot wear the same shoes. But two wearers of fashion 
shoes are, in eff ect, wearing the same shoes. Th at part 
of their use value which resides in the design, and not 
the leather, is no longer excludable.

No concept illustrates these diffi  culties more than 
Intellectual Property (IP). Precisely because aesthetic 
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value is consumed collectively, it is also produced col-
lectively.1 Performance and exhibition are creative acts, 
so curation, exhibition or even window-dressing are 
part of creating use alongside script-writing or design-
ing. Th is is why one of the fi ve DM criteria for a creative 
occupation is that of interpretation. 

IP is in contrast not in any real sense “produced”; 
it is a title to income. It plays a partitive or allocative role, 
as do instruments like tickets, which have no value in 
themselves but defi ne the collective consumer. Strategies 
based simply on acquiring or constructing IP, which 
are probably most dominant in the USA, can and do 
frustrate creative production when the title is held by 
non-producing corporate owners; it raises the price of 
creative outputs by the classic monopoly method of 
constraining supply, whilst diverting the income away 
from the real producers.

1  indeed, “consumers” of creative products are an essential 
requirement of producing them. Th e audience in a very 
defi nite sense contributes to making a performance, just 
as Facebook would be useless if it had only one user. 
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Chapter 9. Uneven Development, Class, 
and the Real Limits to Growth

A full exploration of the creative economy is a 
task for future researchers. Th e main purpose of 

the text has been to describe the Creative Economy as 
it functions today, exhibit some obstacles to understand-
ing it, and suggest how we might overcome them. Striking 
out in these new directions, it claims only to frame the 
questions, not to fi nalise the answers.

Th is would be a scholastic project if it had no im-
plications for action or policy. However, as already in-
dicated, these are profound, and the search for sound, 
just and human policies must guide the objects of re-
search. Th is fi nal section outlines some of the issues.

Th e mere existence of the creative economy con-
fi rms that both economic and social benefi ts will be 
generated by policies that speed up and encourage its 
growth. Moreover, if I am right that further economic 
growth actually requires a major expansion of non-sub-
stitutable labour, then there ultimately is no other way 
forward. Moreover the creative economy is not an un-
mitigated good. Space does not allow a full exploration 
of its more damaging eff ects (see, for example, Freeman, 
2012a) such as precarisation, celebritisation, and the 
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new fusions of wealth and power seen in fi gures such 
as Berlusconi. Policies are needed to address these mar-
ket failures.

Th e most decisive question is, however, whether the 
growth is automatic and can be left  to the market, or 
its own devices, or whether specifi c steps are needed to 
facilitate it. What are the external and internal obstacles 
to creativity-led growth? One of the biggest is that cap-
italism fi nds diffi  culty in investing in a form of labour, 
because it cannot retain the investment. Th is leads to 
policies which are simply perverse: human capacity, 
which means education, health, housing, social provi-
sion and the real fostering of creative self-expression 
— is the main target of austerity drives in most indus-
trialised countries.

S.D. Bodrunov shows how, in contemporary Russia, 
in course of “market reforms”, implementation of such 
a policy (with hypertrophied rigidity) led the economy 
to deep technological degradation (Bodrunov, 2016b: 
295–302).

Again, these are explored elsewhere: in concluding 
I will address a further problem which may well be yet 
more decisive, namely the expansion of creative demand.

Consumption of creative products is a widespread 
aspiration but it is not a universal fact. Th e explanation 
is quite simple: they are not “necessities”, in the eco-
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nomic sense. Even though such traditional necessities 
as food and drink, and housing are — as we have seen 
— a decreasing cost at least to UK families, and al-
though average family spending on creative products 
has risen, this is distributed highly unevenly. A typical 
fi ft h quintile family in the UK spends xxxx times more 
on “leisure” than a fi rst quintile family but only xxxx 
times more on food. On a world scale, this unevenness 
is extreme.

Th ere are therefore two reasons to “invest in civili-
zation”. One is that this capacity is becoming the sine 
qua non for expanding the productive powers of both 
industrialised and emerging nations; second, however, 
it is the necessary source of the new demand required 
to fuel a major expansion. 

In every surge of growth, economic expansion pro-
ceeds on the two fronts of supply and demand. Techno-
logical innovations bring what was once prohibitively 
expensive within reach of great masses of people (cot-
ton goods, railways, cars, electrical power, household 
gadgets). Th is is only possible because spending rises to 
facilitate the mass consumption of these things. What 
was once a luxury, enjoyed only an élite, becomes a ne-
cessity. On this basis a new productive structure arises 
as the new types of consumption become part of what 
work “is”. If mechanical transport stopped tomorrow, 
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most industrial production would cease. And if Victorian 
wages had stayed below what was needed even to take 
an annual holiday, the railways would never have been 
built. In Marx’s terms, travel became a “moral and his-
torical” component of the wage — in eff ect, a universal 
entitlement. Establishing such norms went hand in hand 
with each great wave of industrialisation.

A mass demand for the products of creative labour 
is thus far from a luxury: it is an economic and social 
necessity, and without it this new sector can never re-
alise its full potential. Th is is why inequality constitutes 
a disastrous obstacle to economic recovery. Th ere is 
however a further obstacle which is internal to the cre-
ative economy itself, and this would be incomplete with-
out mention of it. Th is obstacle is the function of cre-
ative products in the reproduction of classes.

Th e market in distinction operates in two ways. As 
(Bourdieu, 1984) minutely observes in modern times, 
it provides markers of class. (Elias, 1969) in chronicling 
the early history of the concept of “culture” itself points 
out that it acquired its modern meaning in the German 
language as an indicator of human worth, of merit, in 
a kind of literary struggle against the term “civilization” 
which denoted status of birth, marked by customs and 
“manners”. Culture signifi ed that which was produced 
or delivered, and by its use, the emerging German mid-
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dle classes sought to establish an entitlement to status, 
both political and social, from which they were exclud-
ed by the greatly more powerful aristocracy. Th e signi-
fi ers of this entitlement were markers of taste: above all 
the appreciation of art, which had to be exhibited — by 
attendance, possession, and ostentation. In modern times, 
every object which depart from the merely functional, 
is a candidate for the social function of an external mark-
er of status: the district you live in, the car you drive, 
the clothes you wear, the events you are seen at — defi ne 
where you sit in the social hierarchy. Th is is the origin 
of “bling” — of all marketing strategies which play to 
the aspiration of the buyer to move one tiny step up the 
social ladder. It also, as we will discuss in our conclud-
ing section, sets huge limits on what is really required 
before society can make adequate use of creative labour, 
because almost by defi nition, it confi nes the demand 
for aesthetic value to a restricted class of society, when 
what is really required is a massive extension of that 
demand, making it part of the normal life and entitle-
ment of every individual.

According S.D. Bodrunov, restriction of access to 
cultural goods is a consequence of the self-serving pol-
icy aimed at limiting the potential for development of 
creative labour, and making it easier to manipulate peo-
ple (Bodrunov, 2020b: 8).
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If snobbery — for that, reduced to its essentials, is 
what we have just described — is the “vertical” direction 
in which aesthetic value creates social use, then we can 
term “horizontal” the second and vital direction of use 
creation: this is the multiplication of the capacity of 
humans. Creative production is characterised, in the 
last instance, by variety. It simply extends the range of 
things that people can do, and in particular the variety 
of social experiences they can take part in. Th e distinc-
tions involved in enthusiasms are genuine preferences, 
with no necessary payload of status, and really do ex-
tend the mental and spiritual capacities of all humans 
because they extends the range of choices at every per-
son’s disposal.

By defi nition, the fi rst, vertical form of diff erentia-
tion is its own worst enemy and sets absolute limits on 
the expansion of creative demand. If the primary use of 
a creative product is to mark the relative wealth and 
status of the consumer, then of course, it fails to provide 
this use if everybody can get it. Th is fact lies behind the 
persistent and very determined resistance of social élites 
to the idea that creative production and consumption 
can become a universal human entitlement. Th eir true 
fear is the quality of culture will degrade if everyone 
has access to it, but that it will no longer serve to dis-
tinguish them from those below. To this extent, there-
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fore, it is not merely inequality between or within class-
es, but the very existence of class itself, that stands in 
the way of the full development of human creativity.

It is therefore the second, “horizontal” function of 
diff erentiation — the greatest creativity of the greatest 
number, to rephrase Bentham — which has to be the 
target of policy. If this lesson is taken to heart, it renders 
at least theoretically possible, given the political will, 
the “many sided development of humans” which John 
Maynard Keynes and Karl Marx both envisaged as the 
ultimate purpose of economic activity, so that art and 
culture themselves may in principle resume their right-
ful place as a universal human heritage.
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