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DEMOCRA TIC SOCIALISM IS DEFINED BY ITS 
HISTORICAL OBJECTIVES* 

I talce as my point of departure the hypothesis that 
democratic socialism, having disengaged itself from 
the Hegelian legacy which it received via Marx, is no 
longer defined by the construction of an alternative 
mode of capitalist production nor by the creation of a 
system of resource allocation and price fixing not based 
on market considerations. 

Stripped of these false illusions, the definition of 
socialism must be sought in its deeds, in its historical 
trajectory. Seen from that viewpoint, democratic 
socialism is a political movement wluch has striven to 

transform the original inhumanity of capitalism and to 

limit, social/y and economically, the uncontrolled 

excesses caused by the mechanisms of the free market. 

This definition deserves sorne reflection. If socialism 
has been capable of developing a historical sequence of 
transformations of capitalism and the market, it is 
because it has a system of values which is opposed to 
sorne of the values on which capitalism and the justifi
cations of the market system rest. In effect, socialism 
counterposes to the freedom of individual economic 
advancement the freedom of personal self-fulfilment; to 
the liberal concept of equality of opportunity, it coun
terposes the struggle against the inequalities affocting the 

• I am grateful to José Félix Tezanos for his comments on
the final draft of this essay. 

majority; to the competition in which the prize goes to 
the most gifted and individual interest is the motor of 
human progress, it counterposes cooperation and 
solidarity as basic dimensions of personal autonomy 
and basic ingredients of social progress. 

Now that the utopia of the communist paradise has 
been rejected, there is a danger that socialism may 
define its utopia in terms of values: this would not be a 
good thing. Of course socialism is a moral movement, 
but above ali it is a political movement. 

More.o ver, its moral identity cannot be defended in the 
abstract, in a way that disembodies it from its political 
objectives. The discussion about moral values does not 
in itself produce a clear differentiation between di verse 
political options, since ali will find ways in which they 
can claim to be children and heirs of the Enlighten
ment. The distiriction is made when we speak of means 

and not of ends. Thus, to define democratic socialism as 
a movement based on freedom, equality and solidarity 
is no more than a well-intentioned generalisation. 

Rather, socialism must be defined in terms of a 
number of political objectives coherent with those 
values. Here, 'objectives' means basic transformations 
in social organisation, basic programmes whose imple
mentation will change society. Since socialism is a 
historical movement which has been transforming 
capitalism over a long period - a period which began a 
century ago and whose end is not yet in sight - its 
objectives are also historical, and change from one 
period to another; thus socialism defines itself afresh with 
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each new stage, with each new horizon presented to it 
by a capitalism which is itself in constant and necessary 
historical transformation. What are these objectives, 
the political objectives that define the democratic 
socialism of today and the future? 

THE CONTEXT FOR FORMULATING NEW 
OBJECTIVES 

We are entering a new stage in the development of 
hwnanity. Socialism, as a living political movement, 
must accept this new situation and begin to shape 
objectives which, without breaking with the past, will 
allow it to act on today's capitalism and on the socioe
conomic formations generated and problems given rise 
to by capitalism. 

It is not my aim to identify these objectives, but 
rather to investigate the broad areas within which they 
are being shaped, as a contribution to the debate on the 
new objectives of democratic socialism. For this purpose, 
I want to recall - very sketchily, for it is not the central 
purpose of this reflection - the context within which that 
debate takes place. This context offers four significant 
features as reference points: the terminal crisis of 
communism; the transformations in the functioning of 
the economy; the collectivisation of economic agents; 
and the ideological legacy of neoliberalism. 

The terminal crisis of communism 

As communism has run its historical course, 
democratic socialism in its renewal acquires the 
commitment to become a platform and meeting point for 
the whole of the left. 

What do we mean by renewal here? Social democratic 
parties in Western Europe had already embarked on a 
process of renewal around 1985. That process was 
motivated by very concrete factors: the neoliberal crisis 
of the welfare state and the fiscal crisis of the state, the 
search for new ways to confront the new kind of 
economic crisis that had arisen in the developed societies. 

Just as this process of renewal appeared to be reaching 
its end, a new set of historical coordinates has arisen: 
communism must transform itself and die out, while 
democratic socialism must become the reference point 
for the en tire left. This means that the process of renewal 
of democratic socialism must continue, but now it must 
proceed in a very precise direction: that of making a 
greater eff ort than ever before to become a reference 
point for the left globally- in Western societies, in the 
countries of Central and Eastem Europe, for many pro
gressive sectors in the Third World. And this implies two 
things: on the one hand, making a conscientious attempt 
at self-criticism of the experience of democratic socialism 

itself and, on the other, being capa ble of gleaning what 
is positive from the experience of that sector of the left 
that comes from communism (including confronting 
the questions communism has failed to answer, in order 
to find a new answer to them ). Beyond question, the crisis 
of communism has ensured that nothing - including 
democratic socialism - will ever be the same again. 
And without renouncing its past, socialism must 'make 
room' for other sectors of the left, including those 
coming from the communist area, to devise together a 
new programme for a new left. 

This effort of renewal should be developed in three 
directions: 

1 Socialism must carry out its own self-criticism with 

reference to the past seventy years of schism in 
the left. In this sphere, reflection should address the 
excessively national bias that social-democratic 
policies have had. For practically all of the twentieth 
century social democracy has been inclined (under
standably) to follow the logic of national respon
sibility, to the detriment of the logic of 
internationalist emancipation. lt is equally certain 
that no force on the left or centre-left has had a better 
track-record in this respect- neither communism, 
whose 'internationalism' consisted of uncritical 
support for the 'motherland of the revolution', nor 
the uncritical movements of support for national 
liberation struggles. To prepare the ground for 
future action, which should be first and foremost 
intemationalist, socialism must free itself from this 
past. 

2 If democratic socialism is to convert itself into a 
reference point for the entire left, it must prove 

that it can promote new historical transf ormations 

of capitalism. In this respect, socialism has to take 
a dose of its own medicine. In practice, this meaos 
shaking off once and for ali the psychological 'end
of-history' attitude which beset social democracy 
and labour politics in the 1970s and left them 
sluggish in their response to economic crisis and to 
the radical neoliberal offensive of the 1970s and 
1980s. 

Having achieved, after the Second World War, 
a general consensos in many countries of Europe 
on a model of social organisation similar to that rep
resented by the welfare state, Western socialism 
tended, perhaps, to forget that it had set out on a long 
march; that, as soon as sorne goals are achieved and 
sorne problems of leadership solved, either new 
problems appear or problems which had not hitherto 
been noticed come to the fore. lt is perhaps the con
spicuous absence of this strategic tension that 
caused the sclerosis of socialism, robbing it of its 
reforming thrust. The cost of this - a far from 
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negligible one - was that socialism has remained 
on the defensive for nearly two decades of neo
conservative bombardment. And that image of a 
socialism more conformist than reforming, more 
administrative than transforming, more institu
tionalised than emancipatory, is the image of 
socialism that failed - and still fails - to convince 
several sectors of the left, even though they now 
have no altemative point of reference. 

3 Toe third challenge facing the renewal of democratic 
socialism consists of making an effort to answer 
some key questions about human emancipation 
which communism was unable to answer. The 
kernel of the Marxist mi.!ssage was the solution it 
offered to the problems of alienation caused by 
work within the capitalist mode of production. Toe 
secret of the success of Marx' s thought was that it 
proposed a scientific, inescapable solution to this 
problem. The workers, whatever their present 
conditions and problems, would be certain of victory 
in the future, in a new society which history would 
inevitably impose. True, in the experience of 
communist systems, not only did alienation from the 
fruits of labour not disappear, but it was comple
mented by lack of freedom, by authoritarianism, 
sometimes by terror and, finally, by a failure to 
achieve generalised prosperity. But it is no less 
true that, although this solution has failed, with 
the collapse of state control over the means of 
production, the problem remains without any clear 
answer. 

Toe challenge now for democratic socialism is to 
formulate an alternative response to the original 
problems: to respond to the problems of economic 
exploitation and the alienation of people from the fruits 
of their labour by attempting to build a 'reálisable 
utopía', without global paradigms, without scientific 
endorsement, without historical teleologies. 

Transformations in the functioning of the economy 

The second important feature of the context in which 
democratic socialism acts is the huge transformations in 
the way the economies function which have occurred 
since the economic crisis of the 1970s. 

The key variable in the crisis (which started at the 
beginning of the 1970s, but from which we have not yet 
emerged) is productivity. Toe capitalist system, in as 
much as it rested on the technological base then in 
existence, proved incapable of increasing productivity 
in proportion to the increase in yield demanded by 
socioeconomic agents. From the steps taken by the 
economy to escape from the crisis has flowed a series 
of transformations related to productivity: 

The debate on the new objectives of democratic socialism 

1 The insufficient growth of productivity has 
determined (and will continue to determine) the 
recurrent appearance of a new type of inflation. Toe 
inflation of the 1980s, and presumably of the 1990s, 
has these two components: a wage-price spiral and 
a complementary factor of surplus demand. lnflation 
and economic 'overheating' have become recurrent 
features of the economic landscape. 

2 The need for a_ leap in productivity has determined 
the acceleration of technological ad vanees and the 
technological revolution: in fact, we are right in the 
middle of a change in the technological base of the 
mode of production. The consequences of this 
revolution are incalculable, but it is worthwhile 
pointing out one of them: the change in the tech
nological base implies an equivalent change in the 
profile of the activities of the economically active 
population. 

3 Attempts to increase productivity have led to per
sistently high unemployment: mass unemployment, 
as a new phenomenon in our time, has resulted 
first from strategies of 'rationalisation' and labour
saving investments and in a second phase, as a 
result of the process of technological mutation we 
are currently experiencing, by a divergence between 
the qualifications demanded and those off ered on 
the labour market. 

4 The new technological base has contributed to the 

internationalisation of productive processes, at the 
same time as national differences in the growth of 
productivity have determined the economic rise 
of sorne regions of the world (for instance, the 
Pacific Rim), intensifying competition on world 
markets and causing the emergence of new forms 
of protectionism. 

5 The combination of the internationalisation of 
productive processes, the intensification of inter
national competitition and the appearance of dif
ferentials in productivity and inflation has 
determined the collapse of the postwar interna

tional monetary system based on the dollar and its 
replacement by a heterogeneous system of exchange 
rate setting which is causing the present monetary 
instability. 

6 Economic intemationalisation and monetary insta
bility were the immediate causes of the interna

tionalisation of financia/ markets and with them the 

proliferation of private credit sources for the 

developing countries, which created a new and 
abundant source of extemal indebtedness. This 
was the origin of the still unresolved problem of the 
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extemal debt for many underdeveloped or 
developing countries. 

7 Finally, the new technological base, the intema
tionalisation of economic processes and the victory 
of the new protectionism together create material 
bases for supranational unions which establish 

their own interna/ zones of commercial, economic 
andfinancial integration. There is no doubt that if 
European integration continues to advance, we 
shall see in the future a growth of regional economic 
integration groupings, until in the end any economic 
space that does not reach a critical threshold of 
several hundred million consumers becomes 
un viable. 

In short, we have seen a series of long-term processes 
of economic transformation arising around the system' s 
productivity crisis: a change in the technological base of 
the economic system, the intemationalisation of 
economic processes, and supranational economic inte
gration processes. While these processes remain 
unsettled, the following long-term consequences will also 
occur: the recurrent threat of a new type of inflation and 
high unemployment at the national level, and the per
sistence of protectionism, monetary instability, a boom 
in financia! markets and sharp financial imbalances at 
the international level. 

The collectivisation of economic agents 

Throughout its history, the market has constantly 
produced instances of power and countervailing power, 
which in the most recent decades have come to exercise 
a decisive influence on the workings of the market with 
their reactive and mutually conditioned responses. On 
the other hand, we live in a mediated society, a society 
in which the reality of things is reinforced to the degree 
that they are publicly known and information is 
consumed daily on a mass scale. This has increased the 
possibility of collective responses. 

The tendency towards concentration in the market has 
led to a situation in which not only the supply of goods, 
labour and capital on the market but also demand is 
mediated through a series of collective agents which 
make competition imperfect 

This is what happens with markets in goods and 
services once those markets have reached maturity. 
Entrepreneurial structures organised around oligopo
listic leaders can therefore arrive at agreements with 
which ali producers supplying the market comply. 
Something similar occurs in the labour market, where 
the trade unions now no longer operate with the firm as 
their sole field of activity in the regulation of labour 
supply, but draw up national-level agreements involving 
workers in general. In this process of orgarúsation of both 

managers and workers, and in their mutually reactive 
capacity, lies the immediate cause of the inflation which 
has become a fixture in the developed countries and also 
of the crisis in productivity affecting the system. 

But the phenomenon of organisation into collectives 
on the part of economic and social agents is more far
reaching than that. In developed societies, workers are 
also collective savers. Fundamentally, pension funds 
(which are simply an additional collective income 
obtained by meaos of collective negotiation) have turned 
the trade unions into agents which wield increasing 
weight in financia! markets. Owing to this, and to the 
existence of other collectives of savers (the ONCE in 
Spain is an obvious example) and to the consolidation 
of entrepreneurial financia! structures (from insurance 
companies to brokers), the financia! markets have also 
seen the conversion of individual economic agents into 
collective ones. 

This phenomenon appears not only on the supply 
side but also the demand side: this is precisely the role 
played in the market both by consumer organisations and 
by ecological movements or local citizens' associations 
- although these are still in early stages. All these kinds
of group set limits on the offer of goods on the market
In the case of consumers, information has had a
multiplier effect, making consumer organisations today
capable of imposing specifications or price ceilings
which producers have no altemative but to accept.
Moreover, the more perfectly organised the market (in
terms of concentration of supply), the greater is the
potential of organised consumers to achieve their
demands.

Consequently, we find that the market of today is inter
sected and influenced by a network of collective agents 
which influence each other mutually and behave 
reactively: a network made up of entrepreneurial insti
tutions, trade unions, savings collectives and assorted col
lectives of consumers. This trend will persist and become 
stronger in the future. 

This process occurs basically at the national level. It 
has hardly begun at the intemational level. The theory 
of the cycle of decentralisation of production, in which 
products are manufactured in their country of origin in 
the early stages of the cycle and production is decen
tralised later, in the mature stage, needs to be refined in 
its application to entrepreneurial structures. This is clear 
from recent studies which show that national competi
tiveness and national specialisations and advantages in 
production have a high degree of stability because large 
companies are not very mobile and prefer to stay geared 
to national markets, however decentralised sorne of 
their operations. This being true, and without denying 
the importance of the phenomenon of the transnation
als, the extent of their influence internationally must be 
qualified, since even today they are still transnational 
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companies of one or another country. The same can be 
said of the workers' unions, which have not yet 
succeeded in developing effective supranational 
structures. 

In fact, the collectivisation of economic agents on an 
intemational scale is discernible at present only in the 
leading enterprises in financial markets, in the collective 
reactions to collective expectations in capital markets (the 
worldwide chain reactions on the stock markets is an 

example), and, finally, in supranational associations in 
the sphere of intemational trade, such as OPEC, the 

ACP countries or the Caims Group in GA TI, which are 
really part of the growing tendency, mentioned above, 
towards supranational economic units. 

The ideological legacy of neoliberalism 

This last contextual factor is the ideological legacy left 
behind by the neoliberal offensive of the 1980s. It should 
·be said at the outset that the failure of the planned
economies which is now evident must be seen as on a
par with the failure of the free-market economy to which

neoliberalism tried to retum. Where the former left a trail
of economic misery and the need for economic, social
and political rebirth, the legacy of the latter has been -
at the national level for those countries which have had
to endure it, such as the United States and the United
Kingdom - severe and unresolved economic imbalances
and unprecedented social polarisation, while at the inter
national level neoliberalism has left large monetary and
financial imbalances and a growing gap between
developed or developing countries and underdeveloped
ones.

However, despite its failure, the neoliberal ideolog
ical legacy has had one clear success: that of delegit
imising the state and public intervention in the market 
and obscuring, at least temporarily, the lessons of history, 

which tell us that public intervention is a rational 
necessity. Spontaneous demonstrations of faith in the 
superior virtues of the market, the abolition of the 
concept of planning (which, being democratic and 
flexible, continues to be necessary in the market), the 
false axiom that public enterprises are inefficient, and 
different versions of the minimal state (when in fact it 

is how efficiently the state works, not its size, that 
matters) are just a few manifestations of this legacy. The 
important thing to point out here is that these ideologi
cal beliefs have no rational foundation, for they are not 
upheld by arguments grounded in reality. Quite the 
opposite: as I shall explain below, the true story of the 
market's historical development is very different from 
what the free-marketeers believe. 

The debate on the new objectives of democratic socialism 

THE NEW OBJECTIVES OF SOCIALISM ANO 
THEECONOMY 

The context which has been sketched out very briefly 
above marks out the general areas in which the debate 
on the new objectives of the socialism of the future 
should take place. These new objectives of socialism are 
taking shape in three areas: the consolidation and 
extension of the social market economy as the dominant 
form of economic organisation; progress towards a new 
intemational economic system; and the extension of 
economic democracy. 

The social market economy as the dominant f orm of 
economic organisation 

The social market economy is based on the free 
operation of the mechanism of market price setting and 
on free enterprise, complemented by constraints 
producing redistribution (at the social level) and equi
librium (at the economic level). Defending the social 
market economy implies defending the market, freeing 
it, through public action, from obstacles to its func
tioning, while at the same time setting public constraints 
requiring redistribution of the revenues generated by the 
market. Socialism' s basic attitude in this area is that of 
utilising - but at the same time taming - the only existing 
efficacious mechanism for price setting, namely the 
market. 

The social market economy is grounded in the 
historical evidence that public institutions are essential 
for economic development: this evidence refutes ahis
torical belief s that defend the free market with rational 
and historically based arguments which identify the 
democratic state as the key factor of intervention in the 
market, not only from the point of view of redistribution 
but from that of economic rationality. 

As has already been noted, the model opposed to the 
social market economy is the free-market model. Toe 
latter, understood as a free and spontaneous mechanism 
which must not be upset or intervened in, has been the 
object of theoretical study by classical and neoclassical 
economists. However, hardly a trace survives of those 
early ideological justifications of the free market, for in 
its actual historical development, throughout the 
twentieth century, the market has been continually trans
forming the way it functions. 

There are four basic theories on which the superior
ity of the free, untrammelled market has been posited: 

1 The law of supply and demand, which determines 
the balance between the prices for which society can 
produce, and wishes to consume, commodities. 
According to this law, the market is an optimal 
mechanism for the allocation of resources, decen-
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tralised and based on economic freedom and 
individual choice. 

Democratic socialism not only accepts this 
mechanism, but defends it as a basic element of 
freedom. Therefore it opposes extra-economic 
elements, such as monopolistic practices, which 
distort the setting of prices. 

2 Toe law of the natural wage, whereby wages are the 
price necessary for workers to subsist and reproduce 
themselves. This second theoretical pillar of the free 
market has been, however, eroded by reality. At the 
turn of the century the workers of Western Europe, 
organised in labour unions and around socialism, 
first won political democracy and then entrusted to 
the democratic state the task of guaranteeing a few 
non-negotiable minimum conditions: the rights of 
workers to a mínimum wage, certain working 
conditions, a working day of a certain length, 
pensions, and collective bargaining. As a result 

the price of labour ceased to be determined basically 
by the pure rules of supply and demand. 

3 Toe law which stated that the earnings obtained 
through the production of goods generated sufficient 
demand in a society to cover the purchase of ali 
goods produced. From this it was deduced that 
society, in an economy based on the free market, 
would tend to function always at its optimum 
economic potential and would moreover enjoy full 
employment. This law also fell by the wayside, 
when the market demonstrated eloquently in the 
economic crisis of the 1920s and 1930s that not all 
goods and services produced are necessarily 
consumed and that the level of supply does not 
necessarily determine the level of demand. 

Although theoretically the market ought to lead 
to full employment, the massive and persistent 
unemployment of those decades showed that the 
economy can arrive at a position of stability and 
equilibrium with underemployment of society's 
productive capacities. 

Keynes, the first economist to distance himself 
from the orthodoxies, formulated the proposal that 
the only mechanism by which any approach to full 
utilisation of the available resources in the market 
could be deliberately achieved was public 
investment and expenditure. Keynes's ideas are 
still valid toda y, although they are of less practica! 
relevance for the moment, since the problem of 
our time is not excessive production but the lack of 
sufficient productivity to produce. But it is a good 
idea not to throw Keynes into the wastepaper basket, 
but to keep him by, for in times of economic 
stagnation bis precepts will continue to have 
validity. 

4 Toe final hypothesis justifying the superiority of the 
free market, which completed the foundations of 
classical and neoclassical doctrine, asserted that 
what mattered for society was not redistribution but 
the fact that progress and the public good were 
guaranteed provided the general benefits gained 
from an economic initiative exceeded the general 
costs of carrying it out 

However, this hypothesis too was demolished by 
the course of history: the 1950s and 1960s, 
especially, proved that the question of redistribu
tion of the income generated by the market was 
relevant for society. The general good depends on 
who receives the benefits and who pays the costs; 
a given additional quantity of income is of more 
usefulness for a person with a low income, for 
whom it may be vital, than it is for someone with 
a higher income, for whom it may be marginal. Toe 
welfare state was created to solve these problems 
of redistribution. 

There is a certain tendency to regard the welfare 
state as a Keynesian invention, since it is on 
Keynes' s theories that the economic rationality of 
public investment is based. But what made the 
welfare state represent a new break with the tenets 
of orthodox economics was not the need for state 
economic intervention but the idea that such inter
vention should explicitly combine economic 
efficiency with social equity, and that these two very 
different concepts had to be taken into considera
tion simultaneously, during periods not only of 
expansion but also of contraction in the economic 
cycle. 

This simultaneous preoccupation with growth and 
redistribution gave rise to a new public economic 
rationality which has continued to inform policy for 
five decades, chiefly for socialist and social 
democratic govemments, and which has become a 
basic element of European political culture, irre
versible even in the recent period of economic 
crisis, when sorne conservative govemments have 
tried unsuccessfully to destroy it. 

Toe lessons of history could not, then, be clearer: 
the free market and the free-market economy have been 
transformed, primarily through the political action of 
socialists and all those who want a more humane 
economic system, into a social market economy, in 
which the mechanism of freely determined price setting 
and resource allocation according to supply and demand 
is maintained, but in which wages in the labour market 
are fixed in obedience to other, complementary, extra
economic factors such as collective bargaining, and in 
which the state' s economic intervention is a rationalis
ing factor that frees the market from its imbalances, 
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and the new rationality, combining efficiency and equity, 
corrects the unfair distribution of income which the 
market creates. 

Compared with the free-market economy, the social 
market economy is therefore morally superior, for it 
avoids the polarisation which the market spontaneously 
produces, and superior in terms of economic rationality, 
for it frees the market from its own imbalances; but it 
is not the predominant form of economic organisation. 
In fact, it is in force in only a few countries (the countries 
of W estem Europe, Canada, Australia and New Zealand), 
while large areas of the world evince either only a few 
of its elements (the USA, Japan and the newly indus
trialised countries) or none at ali (Latin America, India, 
Africa). Neither is the social market economy to be 
found in the incipient supranational units, including the 
European Community (EC), nor in the mechanisms that 
regulate intemational economic activity. That is the 
measure of the challenge being outlined here. 

There are three specific challenges to be faced in the 
1990s if the social market economy is to advance on a 
world scale. First, it must be introduced into the supra
national union of the EC. This aspiration has not yet been 
achieved to any extent at all. In 1990-91, European 
integration is largely economic; fortunately, political 
union is beginning to be consolidated. But European 
social integration and convergence of the systems of 
public intervention operating on national markets have 
not yet made any progress in the construction of the EC. 

Second, the model of the social market economy 
should serve as a reference point for the countries of 
Central and Eastern Europe emerging from the 
communist system. This is not an overoptimistic expec
tation: although in these countries, with the boom in free
enterprise and free-market ideology, the movement of 
change in the short term is like that of a pendulum, this 
could be the region of the world where the social market 
economy model could most rapidly and easily become 
general, owing to the countries' gravitation towards 
Western Europe and also to the type of economic 
transition they will experience, in which the establish
ment of the market will presumably be accompanied by 
a demand for continued respect of the social rights their 
citizens had in the pasl 

And only in third place, speaking from a European per
spective (that is, that of the wider European common
wealth), could one suggest, with any guarantee of 
success, that the principies of the social market economy 
should come to constitute the basis of the new world 
economic system which could begin to solve the 
economic marginalisation of large parts of the planel 

It is also necessary to point out the need to adapt the 
social market economy to fit the economic transforma
tions currently occurring. In the first instance, this should 
happen at the national level. 

The debate on the new objectives of democratic socialism 

The basic features of the social market economy have 
taken shape over several decades. It must now adapt to 
the new economic transformations of our times. The 
social market economy model is based on three elements. 
First, and obviously, the market; second, the welfare 
state, which is the social and redistributive strand of the 
model; and third, state economic action, the rationalis
ing, balancing strand for improving the actual func
tioning of the market. 

In the past, the third of these elements, that is, 
economic action by the state, was centred on the 
conscious and deliberate management of the public 
deficit in order to make it possible, through investment 
and public expenditure, for the economy to function at 
full capacity. Although this strategy, known as 'demand 
management', cannot be considered obsolete, nonethe
less the fundamental thrust of public economic 
management must be directed towards accelerating the 
process of adapting the supply of production in the 
economy. 

The underlying idea is that public policies are indis
pensable if the crisis of productivity which has affected 
the economic system is to be definitively ended. Toe 
terrains for such action are the following: 

Readaptation of the economically active population 
to the new demands for labour; this readaptation 
must keep pace with changes in the technological 
base of production. Without this strategy, it will be 
impossible to recreate a situation even approxi
mating to a retoro to full employment; 
Public-sector activity as a motor for technological 
change in the economy; 

• A public business strategy, in association with
private initiative, to set up a productive resource
(which should contain business groups with
presence and weight in international markets),
providing a nucleus around which national
productive specialisations and comparative
advantages can be defined;
Lastly, the setting of environmental constraints -not
only economic and cost based but also in terms of
activities, products and siting - on prívate economic
initiative, with the aim of reorienting the market to
take account of ecological criteria. Alongside this,
public institutions are essential elements in the
strategic direction of a process of modification of
energy use in society so as to uncouple economic
development from energy consumption as far as
possible.

As a corollary, in the processes of supranational 
economic union - which are, as noted above, a new 
historical tendency which will increasingly extend to the 
whole world -one of the essential aims socialists should 
pursue is that this integration should be shaped around 
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the central ideas of the social market oconomy, proposing 
the convergence of existing national welfare systems and 
the creation of instruments and policies for public 
oconomic intervention at the level of the supranational 
institutions. 

The establishment of a new international economic 
system 

The imbalances affocting the world oconomic system 
are sufficiently well known: unstable currencies; financial 
imbalances involving accumulation of resources in a few 
countries and indebtedness in many, with the problem 
of the foreign debt as an extreme case; the victory of new 
forms of protectionism in international trade; a decline 
in development aid over the last few decades, and the pre
dominance of conditional credits offered by the IMF; 
demographic pressure in underdeveloped countries; and 
finally, growing evidence ¡0f serious ecological 
imbalances on a planetary level. 

While the outlook is for a leap in productivity in the 
developed countries and the possibility of sorne large 
countries or regions (such as Central and Eastem Europe, 
Brazil or Mexico) becoming part of the developed world, 
other large regions in Asia, Latin America or Afiica have 
stagnated or fallen back economically. While the North 
has prospects for economic development, it is distancing 
itself from the South: the gap has widened in the last 
twenty years and, if the present international economic 
system continues in force, there is no reason to believe 
that it will not yawn still wider in the future. Thus we 
are witnessing a new global process: polarisation on a 
world scale. If the objectives of democratic socialism are 
related at ali to transforming the capitalist system, and 
if the task at present is to design major new transfor
mations of that system, then there is no shadow of doubt 
that one of these transformations, perhaps. the most 
important, is the reform of the world economic order. 

An alternative international economic system should 
be based on a series of principies: 

• The principie of responsibility of the central motors
of the world economy: Japan, the EC and the USA.
In an interdependent world, these regions should not
behave unilaterally. Further, to guarantee the
existence of an intemational economic system
worthy of the name, these central zones must take
on an additional responsibility to the rest of the
world in the monetary, financia! and commercial
spheres.
The principie of cooperation and mutual b.enefit. in
North-South relations there must be an active
assumption of mutual responsibility by both sides
on agreed matters, and relations, although they
may be asymmetrical, must nevertheless bestow

mutual economic benefits. In other words, solidarity 
by itself (for instance, the target of devoting 0.7 per 
cent of GNP to development aid) is necessary but 
not sufficient to cope with problems of the 
magnitude that must be faced. 

If these principies are rocognised, it is possible to 
imagine a new and technically viable international 
economic system in which the international monetary 
system would stabilise via the application of a joint 
monetary discipline between the do llar, the yen and the 
European monetary system; in which a declining trend 
in interest rates is established between the three major 
zones; and in which the foreign debt problem is defin
itively solved and massive financial resources are 
channeJled from the major zones to the countries of the 
South by meaos of technology transfer programmes 
and the development of resources of mutual benefit. 

This system should also be complemented by a new 
version of GA TT aimed at safeguarding free trade in the 
exports of the Southern countries while at the same 
time guaranteeing the protection of their fledgling 
productive structures. Finally, this system would have 
to be linked to the restoration and protection of the 
planet's basic ecological cycles. 

However, there are serious problems hindering a 
system of this kind, though economically viable, from 
becoming politically possible, for it requires agreement 
between Japan, the USA and the EC. When the Bretton 
Woods system was created in 1944 only one country, the 
USA, had economic hegemony, ali the developed 
countries had recently undergone the experience of 
public management of a war economy and vast recon
struction plans were necessary. Now there is no one 
indisputable motive force in the world economy, but 
rather three regions, very different in their oconomies and 
not apparently prepared, for the time being, to establish 
a concerted and coordinated intemational economic 
system of the kind we propose here. 

Effective solutions to the gravest problems humanity 
faces today are urgently called for. The difficulty of the 
situation highlights the need for internationalism to 
become the most outstanding identifying mark of future 
socialism. Ali international socialist forums, from the 
Socialist International to the supranational regional 
organisations, should embark on a rigorous debate to 
design technical and political solutions. But, as well as 
that debate, a process should be set in motion that will 
move gradually towards a solution of the kind I have 
outlined above. The efforts of European socialists should 
be directed towards getting the EC to initiate its own 
gradual process both in the international arena and 
within its own geographical zone of influence, where it 
could try out in practice a new, fairer and more rational 
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system of relationships with neighbouring regions of the 
underdeveloped South. 

At the intemational level the EC could bring its own 
proposals and joint criteria to forums such as the 
meetings of the major developed countries, the World 
Bank, the IMF or GATI. New proposals for intemational 
trade could lead the Community gradually and effectively 
to replace the present Common Agricultural Policy, 

which currently rests on subsidies to agricultural 
production which artificially distort prices, with a system 
of direct social transfers to farmers. 

In its geographical zone of direct influence the EC 
could set in motion plans for resource and technology 
transfer based on mutual benefit, in relation both to 
Central and Eastem Europe and the Maghreb countries. 
A11 this - and this is the most important thing - should 
be the goal of a development cooperation strategy which 
is not improvised and which would constitute an esrential 
pillar and a fundamental aspect of European political 
union, equal in importance to security policy. 

Thus, the challenge for European socialists and social 
democrats is, as has been indicated above, to prove 
whether the logic of national (or European) responsibility 
can be combined in a more balanced manner in the 
future with the logic of international emancipation, thus 
breaking with the most glaring of the errors committed 
in the past. 

The extension of economic democracy 

The transformation of individual economic agents 
into collective economic agents has been a natural result 
of an extra-economic phenomenon generated by 
capitalism: capitalism creates power and shares it out 
unequally. Over the last 30 years, trade unions have 
evolved in response to the power of organised entre
preneurial structures, and beyond the sphere of labour 
relations, investments and different types of consumer 
interests have become collectivised. In this way, 
collective agents are operating in the market as powers 
and countervailing powers, and entrepreneurial power 
has been considerably limited. For this reason it is not 
necessary to create economic democracy, for it airead y 
exists. While the democratic state, intervening in the 
market in a redistributive role, was a first element in the 
creation of economic democracy, the collectivisation of 
economic agents provides the embryo of a second 
element in the democratisation of the economy. 

The theory of neocorporatism has analysed this 
phenomenon, and that is its virtue. However, that theory 
exudes a very negative opinion of this process of col
lectivisation, tending to stress the unilateral nature and 
lack of solidarity of the demands of collective agents and 
forgetting the democratising factor that underlies their 
existence. 

The debate on the new objectives of democratic socialism 

Democratic socialism should oppose this notion and 
should regard the collectivisation of economic agents first 
as a new and inexorable process, a natural response to 
the power imbalances created by capitalism and the 
market, and, second, as an ambivalent process equally 
likely to have positive or negative implications for the 
socialist project. 

As it happens, democratic socialism has adopted an 
active position towards certain aspects of this new 
phenomenon: vis-a-vis environmental, consumer and 
local association movements, socialism is committed to 
trying to incorporate the fresh energies represented by 
these new social movements, while taking into account 
their ambivalence and partiality. However, socialism has 
not yet taken a coherent and articulate position towards 
the phenomenon in its entirety and with ali its implica
tions. The labour movement is a case in point 

According to the interpretation I have been arguing for 
here, the transformations European trade unions have 
been undergoing in recent decades should not be inter
preted negatively as a process of 'corporatisation of an 
old, traditional social movement' which is taking refuge 
in its own exclusive, corporate demands because it 
cannot adapt to new economic, technological and social 
conditions. Rather the changes should be interpreted as 
their transformation into a new social movement with the 
ambivalences and partialities common to all social 
movements of our time. Interpreted in this way, the 
proposal for a new relationship between the labour 
movement and socialism in which each would become 
autonomous from the other, thus breaking with the tra
ditional socialist pattem based on a strong mutual under
standing between party and union, is one which is 
relevant and corresponds to the new realities. 

But socialism cannot leave the labour movement out 
of its strategy for social change because of this new 
proposal. To abandon building understanding on a new 
basis between socialism and this new trade unionism 
would be at least as incongruous as to abandon the idea 
of building amanees with any other new social 
movement, such as the ecological or consumer 
movements. 

What position should democratic socialism take 
towards the current social movements? In my opinion, 
it must be able to embrace ali their demands; it must not 
hesitate to win a place for itself as the preferred inter
locutor of ali the social movements. But- an immediate 
qualification - it must retain the possibility of dissenting 
whenever the partiality of those demands gets in the way 
of solving the problems of inequality affecting other 
social collectives. 

As a political movement, socialism bears the 
obligation of maintaining a united, global project for 
social change. And in a complex society where demands 
are di verse and sometimes contradictory, this meaos 
that socialism must not only become the privileged 
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interlocutor of ali social movements but must also 
organise a consensus out of contradiction; it must 
articulate a unified project out of conflicting proposals. 
This is the tension to which socialism in our society is 
condemned, a tension which will not disappear until a 
new society is established, the society of the new tech
nological base, of employment for all, of respect for 
nature, and so on. 

But this framework for a relationship between 
socialism and social movements or collective social 
agents is not enough. Socialism should also be capable 
of offering them a project of more thoroughgoing democ
ratisation of the market economy. To put it bluntly, 
socialism should strive unequivocally for a gradual 
extension of the power of collective social agents (trade 
unions, consumers, environmentalists, local groups, 
savers) within the market, no matter how much resistance 
from entrepreneurial structures must be overcome in 
order to achieve this aim. 

This gradual broadening of economic democracy will 
have to be undertaken, moreover, in a manner compatible 
with a proposal for economic rationality: industrial 
democracy, for instance, can work to raise productivity 
or to prevent inflation; consumer democracy can raise 
the quality of goods and services; collective savers can 
play a decisive role in the growth of investment in 
production. I think these are the dimensions of the future 
challenge for socialism: the embryo of economic 
democracy, represented toda y by the collectivisation 
of social agents, can be converted into a factor in the 
transformation of capitalism as important as the welfare 
state was. We therefore confront a new historical oppor
tunity, a new objective to be reached through political 
action; nothing has been decided in advance. 

Probably the fundamental conflict in our society is, 
as Galbraith asserts, not that between capital and labour, 
because that contradiction has been blunted by the 
welfare state and by collective bargaining. Today worlcers 
are not merely beings with nothing but their labour to 
dispose of as a guarantee of livelihood; they are also the 
subjects of labour rights at work and social rights to 
education, health, pensions, social services and (to a far 
lesser extent) housing. Today, the basic conflict is 
between the state and the big private business organi
sations which aspire to greater quotas of power in 
society. The demands for deregulation, privatisation 
and a minimal state brandished by the proponents of 
radical economic liberalism fit this hypothesis perfectly. 

So the new objective of economic democracy 
proposed here would entail no more than sorting out who 
allies themselves with whom: whether collective social 
agents set themselves up as allies of a continued project 
for fair distribution, a continuation of the project that 
began with the welfare state, or whether they maximise 
their exclusive power in relation to business, the 
democratic state and all the other collectives in society. 

Within the concept of economic democracy, industrial 
democracy deserves a special mention. I would like 
briefly to note that in this area also we are at a crossroads. 
On the one hand it is true that new technologies are 
creating the base for greater autonomy in the workplace, 
more democratic control and a more leading role for 
workers in the organisation of production; ali this, as 
well, can make a contribution in new technical conditions 
of production and greater productivity. However, new 
forms of organisation of production are springing up 
which increase the tendency towards creating hierarchies 
in work and are designed to maximise workers' 
productive tension. Thus we find ourselves yet again in 
a situation where anything is possible: from a humani
sation of work such as we could never have imagined 
to its harshest possible dehumanisation. That is why 
the debate around the transformation of capitalism today 
must be broadened beyond issues of production, distri
bution and consumption into the sphere of the organi
sation of production, because that is an area in which, 
for the first time in history, a material base exists for 
bringing about unprecedented progress. 

THE POSSIBLE HORIZON OF POST
CAPIT ALISM 

Socialism has not only to formulate new historical 
objectives. lt must also, as I have said above, strive to 
answer the central questions which have been arising 
around capitalism and the market. On the basis of the 
transformations already achieved in capitalism (workers' 
political rights, the welfare state) and the market (from 
the free-market to the social-market economy), and on 
the basis of the progress made in defining new objectives 
(extension of the social market economy, industrial 
democracy, economic democracy for consumers and 
popular investors, a new intemational economic system), 
it is possible that socialism may find a answer to the 
problem of economic exploitation and the alienation of 
labour. 

It is possible toda y to glimpse on the horizon a situation 
in which not only is ownership extended but the workers 
are not dominated and participate in consensual decision
making to determine the exchange between revenue and 
labour; where collectives of popular investors have a 
decisive role in the economy; where consumers have a 
crucial influence over what is produced. It is possible to 
glimpse a situation in which the market, without disap
pearing, is subject to a democratic dynamic and in which 
a society based on the capitalist system is so transformed 
that it has turned into a socialism such as we never 
imagined, the socialism produced by real history, 
produced through the democratic development of the 
market: that is, genuine socialism. 
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