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SOCIALISM AND 

ECONOMICS 

Alfonso Guerra 

Theoretical debates currently taking place in important 
circles on the left take as their starting point a key idea: 
we are in a new society which is distinguished above ali 
by profound and constantly occurring mutations - tech
nological and cultural, economic and social, political and 
theoretical - which all influence eaéh other. For this 
reason socialism must reorient its long-term strategies 
to fit within the context of this new society. 

Efforts made in recent years to clarify the positions 
of democratic socialism may have been more or less 
fruitful, but probably the lesson to be learnt is that ini
tiatives in debate and analysis must continue. Wc have 
scarcely done more than malee a start, and we must 
intensify our efforts; for the collapse of the communist 
regimes issues unprecedented challenges to socialism, 
which could before very long become the unifying 
factor and reference point for the whole of the left. For 
several decades the countries of Eastern Europe, 
especially the USSR, were a fundamental point of 
reference for many sectors of the left worldwide. That 
situation has now come to an end. 

The course of history has given proof - in my view 
irrefutable - that the overt opposition between democratic 
socialism and communism, as regards their approaches 
to philosophy and political action, has finally been 
settled in favour of the tenets of democratic socialism. 
Rather than filling us with complacency as socialists, 
however, this should imbue us with a sense of respon
sibility. For, apart from the various practica! examples 
of the welfare state model, what can we socialists offer 

the left in the world today? Can we consider the victories 
of the welfare state enough, and regard that model as the 
basic centre of reference that progressive forces on a 
world scale require? 

Nothing could be further from my thoughts than to 
suggest that the welfare state is a thing of the past On 
the contrary, much remains to be done to develop it in 
a host of countries in the South of the planet. But neither 
do I believe that this model exhausts the possibilities and 
the possible projects of democratic socialism. 

0n the other hand, the dynamic of events is presenting 
serious difficulties of translating into practice the fas
cinating gamble taken by leaders of Central and Eastem 
Europe, that of effecting an orderly transition from a 
state-centred economy to a mixed economy, accepting 
the market and taking the development of the welfare 
state as a fundamental aim. Even in the developed 
countries it is becoming necessary, in more than a few 
cases, to defend the welfare state against neoliberal 
attempts to dismantle it, and in other cases, it has yet to 
be consolidated. 

Certainly the welfare state is one of the greatest 
successes in the transformation of capitalism, and we 
must take its values and its achievements as a starting 
point from which to address the challenges of the future. 
However, this historical objective is not yet in itself a 
sufficient proposal for a programme. Democratic 
socialism must further enrich its project if it is to offer 
solutions to ali the new problems that exist today, ali the 
big questions that await an answer in our time. To be 
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specific, should there not be a response from democratic 
socialism to the growing marginalisation of entire regions 
of the world and to the acute monetary, financia! and 
trade problems, the problems of debt and underdevel
opment and the threats to the environment which are 
aggravating the unbalanced development of the planet? 
Should we not also have an answer for the questions 
being raised today about the exigencies of a new inter
national order? 

On the other hand, with the hope of freeing the human 
race from all alienation severely dashed (in the opinion 
of sorne people) by the failure of the communist 
experiment, can we as socialists really believe the 
welfare state can suffice to solve all the present problems 
of people' s emancipation or to overcome the domination 
of sorne people by others? 

For socialism to be able to rise to its responsibilities, 
it will have not only to consolidate its past achieve
ments but also to formulate new historical objectives in 
relation to the transformation of capitalism. This is the 
direction in which the debate must be intensified, and not 
only among socialists, but in discussion with ali those 
people - especially intellectuals and politicians - who 
come from other camps on the left and who, from pro
gressive standpoints, wish to join forces with this way 
of conceptualising and formulating the programme of the 
new left. 

Neoliberal thinking has been quick to sound a fanfare, 
announcing, together with the collapse of communism, 
the triumph of capitalism and the final rout of socialism. 
To my mind this is a great error, or, if you like, a 
political sophism, for although it is true that from a 
historical perspective we have witnessed the crisis of 
communism, it is no less true that the neoliberal 
experiment of the 1970s and 1980s has produced scarcely 
one positive achievement that could allow us confi
dently to predict its continuation into the 1990s. Such is 
its political and intellectual poverty that it wants to 
hide by heralding the death of socialism and the triumph 
of capitalism, using Eastem Europe as a pretext. 

There are those who would like to persuade us that to 
talk today of the economy, to talk of socialism in the 
economic field, is to discuss something about which there 
is no longer any room for debate; according to them, 
everything has already been said and scientifically 
proveo. And here, surreptitiously introduced, is the first 
ideological proposal the conservatives want to put 
forward, trying to remove crucial economic matters 
from the political and theoretical debate. The truth is that 
neoconservative economic recipes, under the pretence 
of being scientific, contain much ideological contraband. 
We do not share those old theories of the end of 
socialism, the end of ideology - even the end of history ! 
Much history is yet to be made, by the meo and women 
of the present and the future, if we are to bring to an end 

the history that serves the interests of conservative 
thought. That is why we must continue the debate about 
socialism and economics, about ideology and economic 
policy. 

The defeat of fascism on the battlefield in the Second 
World War and, later, the crisis of communism and the 
end of the Cold W ar do not and will not mean the end 
of ideologies, nor do they lead to the end of historical 
time. It is true, however, that ideological choices have 
become simpler. Today's antagonists are neoconser
vatism or neoliberalism and democratic socialism. The 
immediate future will be defined in relation to these two 
options. 

Hence the task for socialists, for meo and women on 
the left, is to contribute to unveiling and criticising the 
outwom, ineffectual and unjust aspects of conservative 
options; but to be prepared, too, to introduce sorne more 
modero, more up-to-date components to socialism, 
being capable of taking the same attitude towards 
socialist principies: a critica! attitude that can separate 
the dead wood from that which is still vigorous. We must 
think in terms of a socialism that is more open to the new 
facts of life and the new social and political sectors 
which, with diverse provenances, are seriously 
committed to a project for progress with solidarity, a 
project for social justice, a project for international 
peace. 

Democratic socialism today has to take up the baton 
for progress in the name of ali of the left, and this indeed 
presents us with a new and great challenge: to present, 
intemationally, a new programme which can restore to 
the whole left and to all progressive forces the enthusiasm 
to advance towards a new and achievable utopía - an 
achievable utopía that goes beyond the creation of a 
welfare state. It is in this general direction, in the quest 
for this new, achievable utopia, that the debate on the 
socialism of the future should proceed. 

In this overview of an approach to the debate on 
socialism and economics, I would like to point out that 
many of socialism 's most important historical battles, on 
the terrain both of ideas and of action, have been related 
to the economy. At the risk of erring on the side of 
reductionism, socialism can be defined basically as a 
political movement arising within the capitalist economic 
system and in opposition to the values of that system. It
is normal, therefore, that the practica! action and theo
retical struggle of socialism and the left in general 
should have been closely related to the economic field 
and the problems and transformations of the capitalist 
economic system. So it is right and timely that one of 
the central tapies of debate in Socialism of the Future 

focuses on the relations between socialism and 
economics. 

It is not merely that socialism and the political sphere 
in general have much to do with economics. Toe relation 
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is reciproca!. Economics also has a very close relation 
to politics. Since economics was systematised and 
acquired a body of doctrine about two hundred years ago, 
it has gone hand in hand with politics, although it might 
be opportune to ask which has had supremacy, politics 
or economics. More precisely, the development of 
economic ideas has not been solely a product of the 
development of economic reality itself. At the same 
time the economy has been the exception as a scenario 
for the debate on political ideas. A pemicious feature of 
that political debate is that ideas have often not been 
clearly expounded but have been camouflaged behind 
the language of economic concepts, sometimes exces
sively and unnecessarily tec�nical, or behind rational
ising arguments or justifications appealing to the natural 
order of things and society. 

Thus, over the last two hundred years, economics 
has on sorne occasions been exalted to supremacy for its 
aseptic qualities, its neutrality, its apoliticism. Not a 
few socialist thinkers have been somewhat uncomfort
able in the face of this fixation on economics, and 
somewhat suspicious, given that economic prescrip
tions have more than once proved to be no more than 
ideology-laden techniques devoid of explanation. 

For many years, almost until the second decade of this 
century, economics was called 'political economy'. Toe 
name was highly justified. Economics is unique in that 
it analyses reality but does so from the basis of certain 

philosophical and moral presuppositions. This is 
inevitable, because economics grew up within the market 
in order to explain the growth and distribution of wealth 
in an already existing economic order, the system of 
capitalist production regulated by the market. But in the 
market everything is regarded as a commodity. And 
that is why it was impossible from its very beginning that 
economics could be exclusively a science; for diere are 
at least four crucial elements of the economy which are 
not only commodities but also have other dimensions: 
human labour, land, money and the policies of the state. 
People, land, money and state are economic phenomena, 
but they are something more besides. 

Human labour can be regarded as a commodity in a 
market, but it is also the sole source of income for most 
people. And it is also creativity and socialisation. A 
human being works in principle to eam an income, but 
must that income be related to what the person prcxluces 

or to what the person is worth, his or her personal 
dignity? That debate was already old when Marxism 
began. People also work in order to develop their creative 
potential and to fulfil themselves in society, since human 
labour is not a one-dimensional thing, not purely a 
commodity, but something multidimensional, something 
that demands consideration also of the philosophical, 
political and value judgements which have been 
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formulated around labour throughout the history of 
economic ideas. 

For its part, the concept of land is robbed of essential 
aspects if it is reduced simply to its dimension as a 
commodity. Toe land is also the place which provides 
space for dwelling and for the development of a wide 
range of activities in society. And it is the underlying 
support of human life, a natural support with a complex 
and difficult equilibrium, which has other dimensions: 
the urban dimension and - very important nowadays -
the ecological dimension. Thus the question of the land 
goes far beyond the logic of its simple sale and purchase 
at the best price. 

Money has a dual personality. It is a commodity, 
since gold, currency reserves and national currencies are 
bought and sold. But it is also a symbol in which is 
lodged a value for the sale or purchase of other goods 
and services. Toe history of the economy is crisscrossed 
with discussions about what symbol to adopt. Our 
century, in particular, has seen recurrent polemics o ver 
the adoption of the gold standard, and at the intemational 
level there is still no agreement on the use of a single 
symbol. At the same time, the symbolic value of money 
can be manipulated through political decisions; and this 
manipulation (depreciations, devaluations, apprecia
tions, revaluations) can have important consequences, 
favourable for sorne nations and unfavourable for others, 
in intemational trade. In essence it is because of these 
political problems that we have arrived at the threshold 
of the twenty-first century without having yet reached 
agreement on an intemational monetary system, after 
having adopted a multiplicity of provisional solutions 
throughout the twentieth century. 

Finally, the economic activities of the state also have 
a dual nature. Activities involving services provided 
by the state, for instance, have an implicit productivity 
and efficiency in regard to the resources taken from 
society to pay for them. But they cannot be reduced to 
these tenns, for at the same time they are not only a 
commodity but also a mechanism of political and social 
justice. It is an obvious fact of modero history that the 
state is an economic agent and that its activities have 
always had an economic dimension, from the role played 
by the state in the mercantile period, through the creation 
of central banks, to the growing weight the state now has 

in areas such as economic negotiation at the supranational 
level. But the dual nature of its activities, which are 
economic but also political, has made the state and its 
role a specially controversia! issue in the development 
of economic thought. 

To illustrate ali this, it should suffice to remember that, 
owing to the nature of various basic factors within the 
market itself, theorising carried out about the market from 
an economic point of view has been heavily weighted 
with philosophical and political arguments for or against 
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the consideration that should be given to labour, land, 
money and the behaviour of the state. 

The predominant approaches of modero socialism 
in the economic field generally coincide in vindicating 
a role for the public sector - the state - in the context of 
a market economy, with certain necessary modulations. 
What many of us are at present defending as socialists 
is a theoretical model of the market which we can call 
a regulated social market, which can be located within 
the parameters of the type of mixed economy being 
developed in sorne European countries. 

The market can satisfy human needs, as doctrinaire 
neoliberalism maintains, but the famous invisible hand 
of the market does not lead to the achievement of a 
precise balance of general needs and interests. This is 
something which sorne of today' s neoliberals - or rather 
neoconservatives - who argue from a kind of 'doctri
nairism' that has superseded the totalitarianism of the 
Bolshevik era, do not know, or which they conceal. 
There are even those who ta1k of neoliberalism as a 
new doctrine for our post-Bolshevik period. Like the 
Bolsheviks before them, the neoliberals are utterly 
convinced that there is one single mechanism that will 
solve all humanity's practica! problems. So they take no 
account of the need to correct the market' s imperfections. 

But there is another problem which has been ignored 
by those who defend the free market - at times a kind 
of market which has very little that is free about it, as I 
shall try to show. Champions of the market have al ways 
ignored the problem of the power derived from the 
market: that is, the capacity of sorne economic agents to 
domínate others, either in production centres (entre
preneurs and their management te.'.lllls versus workers), 
the marketplace (sorne entrepreneurs versus others, or 
producers of goods and services versus consumers), or 
in the political sphere itself (sometimes through alliances 
of sorne govemments with lobbies from one or another 
economic sector). 

In practice, the market has created asymmetrical 
power relations, problems of domination and reactions 
against the status quo. Thus, as a logical consequence 
of the existence of the market, formations of power 
have misen which have forcibly distorted the mechanisms 
of the market itself. It is worthwhile pointing out sorne 
important aspects of this phenomenon. The first, related 
to intemational trade, is the tension between protec
tionism and free trade, which dates back to the time of 
Adam Smith and is relevant to the present day, with the 
collapse of the final meeting of the Uruguay Round of 
GA TT still fresh. To describe a very real phenomenon 
very briefly, a review of the history of world trade leads 
inevitably to the conclusion that national political units, 
apart from the dictates of the market, have backed either 
free trade or protectionism according to the development 
and interests of the groups that wield the greatest 

economic influence on the national stage. More specif
ically, over the last two centuries of the market economy, 
we have seen the fiction of the free market as a normative 
value to be concurred with in theory, in contrast to the 
various forms of protectionism existing in practice: 
from the protection of nascent industries to the protection 
of strategic sectors, from tariff barriers to today's non
tariffbarriers. It could be said, moreover, that if anything 
clearly reveals the political dimension of power relations 
between supply and demand, it is international trade. The 
unequal terms of exchange between the powerful 
developed countries and the underdeveloped countries, 
which have been one of the causes of the widening gap 
between the North and the South, are an eloquent 
example of what I mean. 

In our time, protectionism has not only failed to 
disappear but has intensified, for various reasons. Toe 
multipolarity of 'motors' in the world economy (the 
USA no longer has economic hegemony but now 
disputes it with Japan and the European Community), 
the formation of supranational economic regions which 
concentrate on creating their own intemal economic 
homogeneity and the actual structuring of the techno

lo gical base of economies, in the absence of the con
solidation of a new hierarchy of countries in the world 
economic arder, are sorne other elements in a picture 
from which protectionism is not likely to disappear. 
This situation, together with the growing gap between 
North and South, makes it clear that there is an urgent 
need for a global authority capable of replacing the 
present dynamic of power-based intemational trade 
relations by greater respect for the free play of supply 
and demand, complemented by a form of regulation 
which will enable new comparative advantages to emerge 
in the underdeveloped regions of the planet. The present 
situation, based on the relative power of each nation, 
must give way, by meaos of an intemational authority, 
to an established mode of functioning of the intemational 
market complemented by a rational planning process that 
will promote the shared development of the entire planet. 

Another aspect of the formation of spontaneous 
powers within the market which counteract the func
tioning of the market itself is the tendency towards con
centration, the tendency towards monopoly. Here, too, 
the most orthodox defenders of the market have 
repeatedly drawn attention to the phenomenon for more 
than a century. However, in reality the tendency towards 
concentration of economic power has pursued its course 
relentlessly, and in most industrialised countries regu
lations against monopolies and trusts and in def ence of 
competition have had little effect. 

On the other hand, the evi · �.nce of experience is that, 
with the tendency towards concentration, markets have 
not ended up in monopoly situations but have tended to 
take shape as oligopolistic structures in which a number 
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of dominant firms compete among themselves and occa
sionally with a constellation of small firms. Thus the 
tendency towards concentration has not made competi
tion disappear, although it has made it impetfect But this 
partial deterioration in competition has also, in a way, 
had its positive side, for the concentration of resources 
in the hands of the leaders of the market has led to 
economies of scale and to greater technological progress 
and greater efficacy in the organisation of management 

The problem of the oligopolies, therefore, must not 
be defined as an economic problem but as a political one. 
It resides not so much in the fact that they work against 
the market as in the fact that the concentration of 
economic power can generate the ability to influence 
political power through structures, like the company, 
which are subject to the law on competition but not to 
the rule of the democratic vote. Examples of this abound 
in the history of the market economy. At the beginning 
of the twentieth century, when man y countries were 
not yet consolidated as democratic states, the first oli
•gopolistic formations had a decisive influence on public 
policies and legislation, making the political sphere an 
ally in the expansion of their economic sway. 

This was the period in which the big economic con
centrations, supported by the great states, attempted to 
divide the world, its sources of raw materials and its 
market up among themselves. It was this capacity to 
wield political influence on the part of non-democratic 
bodies that created the problem of power generated by 
the concentration of economic activity in oligopolistic 
formations. 

This question now acquires new characteristics, owing 
particularly to two important factors. First, the intema
tionalisation of economic activities has generated an 
exceptional economic agent, the transnational or multi
national company, whose decision-making power on 
occasion exceeds that of man y states. Today, the world 
economy is closely bound up with negotiation between 
two types of interlocutor: the democratic states, which 
operate in accordance with territorially circumscribed 
economic interests, and the transnationals, which are 
not regulated by democratic but by economic mechanisms 
and which operate above and beyond national barriers. 
Undoubtedly, this creates a need to set up democratic 
mechanisms for regulation and control at the intemational 
level which can enforce a more democratic practice on 
transnational or multinational companies. This, sorne 
people think, raises sorne important questions. What 
stance should progressive people adopt towards multi
nationals? Is there a way of working with multination
als that allows for maximum national welfare from a 
progressive point of view, or are the interests of these huge 
companies inherently opposed to progressive objectives? 

Again, having said that one of the elements to be 
considered in the present trend towards concentration is 
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the intemationalisation of economic activity, I must 
add that one of the most important of those elements now 
is not just that which ref ers to the production of material 
gocxls and services, but also the concentration of cultural 
production, which has very important effects on con
temporary societies. Whereas in the past the basic vehicle 
for the transmission of ideology was the school or the 
family, now that role is played by the big business and 
financia! complexes devoted to communication, 
especially communication via the image. Thus the 
struggle to restore competition, to ensure pluralism in 
communication, is a fundamental challenge in our 
societies. 

The real asymmetry of political power which 
economic concentration entails has led during our century 
to the development of trade unionism. This, emerging 
from factories and workplaces, has also given a structure 
to workers' representation in national and intemational 
arenas. In this way, the market itself has generated a form 
of corporatisation of the basic economic agents. This is 
a phenomenon which has grown to maturity relatively 
recently and has brought with it important consequences 
for the economy, such as a strong tendency to modify 
the market and its potential for setting prices optimally. 
In my opinion, one of the chief causes of the economic 
crisis of the 1970s and 1980s, from which the world has 
not yet completely emerged, was precisely this corpo
ratisation of economic life. Its manifestation par 
excellence is the appearance of a new type of inflation, 
one occasioned by a rising spiral of wages and prices. 
Whereas in the past inflation was caused by full 
employment, or by an excessive supply of money, toda y 
it is caused by both the workers' negotiating power and 
the power of organised entrepreneurial structures to 
compensate and repay increases in wages stinililated by 
trade union organisations through prices, instead of 
taking the cost on their own shoulders. 

Toe economic crisis also revealed that the techno
logical base of the economy was exhausted. Insuffi
cient productivity was being generated to satisfy the 
demands for remuneration of the diff erent productive 
sectors. Thus, the definitive ending of the crisis would 
have to be the result of a major leap in productivity and 
a new technological base which would make that 
possible. And this is in effect what is happening. 
Nonetheless, until this new technological base is clearly 
consolidated, we shall continue to see recurrent outbreaks 
of inflation sparked off by the wage-price spiral, which 
artificially distorts the automatic setting of optimal 
prices by the market. 

Today we are facoo with one of history's great ironies. 
Not even the law of supply and demand, that nucleus of 
the market economy, works petfectly, because of forces 
which the market itself has unleashed. In the face of this 
situation, it is the state, not the market, which must in 
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my opinion take on the responsibility for ensuring price 
stability. 

Thus the fight against inflation, if it is to be effective, 
must overcome certain basic beliefs about the market 
which have grown up in our societies. Specifically, the 
parameters of that fight must be set in such a way that 
neither wage increases nor profit margins exceed 
increases in producti vity. Y et is it not true that existing 
beliefs about the principie of market freedom see 
measures that put the accent on limiting wage increases 
as easier and more feasible than those that limit profits? 
After all, has there not been historically an ironclad law 
on wage increases whose echoes we still hear tcxJay? 
Well, perhaps the moment has come to think about the 
possibility of writing an ironclad law on profits, also in 
the interests of defending the operation of the market In 
other words, the idea of finding mechanisms to set limits 
on rises in prices and profit margins may be difficult to 
put into practice, but it is by no means a preposterous 
idea. In fact there are sorne precedents for it Isn't it true 
that for decades the market economies have systemati
cally used price fixing as a guarantee for farmers? 

No one can now prcxluce rational arguments in defence 
of the rules of the pure market. Citizens, through their 
democratic channels, have given the state instruments 
of public intervention to eliminate the imperfections of 
the market. And we cannot renounce these possibilities 
of intervention from the left or from a progressive 
position. Many developed countries, basing their practice 
on the view that the market, the law of supply and 
demand, is an indispensable mechanism for the optimum 
allocation of prices and resources, have been undergoing 
major transformations in the workings of the market. 

Thus, taking into account the transformations that 
have already occurred and the prospects apparently 
opening up for the future, we can conclude that at the 
present moment, in most developed countries, we find 
not a market economy, but at the least a social market 
economy, whose general principies should moreover be 
considered the only rational way forward for intemational 
economic institutions. 

Altogether, then, sorne important conclusions can be 
drawn from the current debate about socialism and 
economic issues. First of ali, we should not confuse the 
crisis of communism with the crisis of the entire model 
of the socialist-oriented economy. We can and should 
preserve the idea of a socialist approach to the economy, 
characterised by the importance it assigns to its public 
component and the role of the state. But socialism is 
unthinkable, impossible, without freedom and without 
democracy. 

Second, it is vital to avoid de-ideologisation and de
politicisation of the economic debate, by stressing the 
primacy of the political and of political decision-making. 
The real problems are not only those signalled by the fall 

of the Berlin W all, but also those of the crisis of neolib
eralism. While this moment in history is tuming the 
spotlight on the economic crisis of communism, the 
failure of neoconservative recipes is no less evident, and 
nobody can deny that their most notorious consequences 
include the huge and dangerous surge in public deficits 
in sorne of the most economically powerful countries, 
the failure to control inflation, the inability to solve 
problems of unemployment, social polarisation, poverty 
in important social sectors and intemational economic 
imbalances. 

Third, it is important to be very clear about the dif
ferences between the market, understood as a mechanism 
for the distribution of resources, and models of public 
or private property, the systems of more or less partic
ipatory management and the regulating role of the state. 
In synthesis, we must think in terms of a new concept 
of market socialism which combines the efficacious 
instrumental function of the market with the balancing, 
redistributive and compensatory role of the state. This 
will without doubt have to be one of the major 
components of the social-democratic compromise that 
is necessary between the social state and the market 

Fourth, socialism should operate on the market with 
a multidimensional approach. For us, any design for an 
economic policy must consider three dimensions: the 
strictly economic, geared towards achieving greater 
productivity and efficiency; the social dimension, geared 
toward achieving the greatest possible degree of equity; 
and the ecological dimension, geared toward preserving 
the necessary environmental balance. It is vital, therefore, 
to adjust and integrate these three dimensions: the 
economic, the social and the ecological. 

The extremely complex economies of modero 
societies require a broad vision and multidimensional 
concepts in order to resolve adequately the economic 
problems they present: industrial democracy and 
economic democracy, consensus as a short- and medium
term objective, methods for working towards economic 
and industrial democracy, social consensus, political 
consensus and so on. 

Fifth, one of the crucial questions we must consider 
concems the intemational dimension that should inform 
the planning and design of socialist policies. If anything 
is clear when we contrast toda y' s ideas of progress and 
wellbeing with actual events, it is the failure to arrive at 
an intemational order based on minimum demands for 
equality and equity. Thus one of the priority objectives, 
not only for socialists but for anyone with a notion of 
social justice, is the need to move towards a new inter
national economic order. 

Events like the Gulf war also raise important 
questions to do with problems of energy sources, raw 
materials, inequalities between countries, the nonexis-
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tence in practice of intemational free marlcets and the lack 
of equal opportunities at the intemational level. 

In this respect, the technological dimension of oppor
tunities for growth and new problems of technological 
dependency gain new importance, to the extent that 
productivity and hence e.conomic growth depend increas
ingly upon the application of science and technology to 
the productive process, as well as the quality of infor
mation and management in the overall picture of 
economic activity. According to sorne analysts, taking 
into account both the proportion of GNP generated by 
such activities and the proportion of the economically 
active population employed in them, we are facing a 
transition from advanced capitalist societies involved in 
activities of material production to another kind of 
society based on infonnation-processing activities. 

But the distinguishing mark of todaf s economy is not 
only the reality of the new technology, but the reality of 
the global economy. We have perhaps not yet unequiv
ocally arrived at the stage of a global economy, but the 
tendency is certainly towards a globalisation of the 
economy in which capital, production, management, 
markets, labour, information and technology are 
organised in flows which clearly transcend national 
boundaries. And in this context the differences between 
the developed and less developed countries, the growing 
differences between North and South, are now even 
causing the concept of the Third World to be superseded 
as a Fourth World emerges. 

Today it can be argued that the Third World is not an 
economically homogeneous area, for there exist 
countries, zones, or entire regions which are not so 
much dependent as irrelevant from the point of view of 
the structure of the international economy. In less 
scholarly, but perhaps peculiarly precise tenns, these are 
unimportant countries, uninteresting countries, countries 
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that are left outside the international economic structure. 
Naturally, this implies a new situation, one which may 

entail very negative prospects for the whole world, even 
the most developed countries, in so far as this situation 
is likely to generate a multiplicity of collective reactions 

with a high potential for conflict. This could happen if 
the criminal economy becomes established and consol
idated in sorne parts of the world: the drugs trade, 
smuggling, illegal arms trading, the traffic in human 
beings. These contexts could produce not only explosions 
ofFourth-World-style violence, but could also encourage 
new fonns of ideological or religious fundamentalism 
that could generate wars of a kind unimaginable until 
very recently. 

So the panorama for the coming years is not one to 

inspire complacency. As we have said man y times, it 
should give cause for thought to intellectuals and all those 
who are concemed about the future, or the socialism of 
the future, or the future of socialism. We must be capable 
of thinking in terms of a new humanism, of acknow
ledging a worldwide people sailing in the Good Ship 
Earth. We must do away with cynical assertions or 
opinions as to whether poverty, backwardness, illiteracy 
in the Third or Fourth worlds should or should not be 
taken into consideration on the march towards a more 

hopeful future. 
These are, in my opinion, sorne of the ideas around 

which we should be able to generate a rich debate, with 
freedom, with a broad vision, without reserve, in the 
knowledge that we must begin creating a new situation 
that can carry forward progressive altematives for the 
whole world; a situation in which the principies of 
equity, social equality and peace preside over the theo

retical reflection and political action of women and men 
on the left 
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PROBLEMS ANO PROSPECTS 

OF A SOCIALIST ECONOMY 

INEUROPE* 

Tom Bottomore 

1989, the bicentenary of the French Revolution, was 
a symbolically appropriate year for revolutionary 
upheavals. But the revolutions in Eastem Europe differed 
in many respects from their historical predecessors in 
1789, or 1848, or especially 1917. Indeed, according to 
many commentators, they were revolutions against 
socialism, and this phenomenon had, or would have, 
important consequences for the socialist movement in 
Europeas a whole. This initial judgement, which was 
far from being universally accepted, in any case needs 
to be re-examined in the light of more recent experience, 
and in relation to the expectations that were prevalent 
before the revolutions. 

In the summer of 1989, when I was completing my 
book on The Socialist Economy, a part of which was 
concerned with the state socialist societies, I (like other 
observers) did not anticipate the dramatic changes in the 
East European societies which occurred at the end of the 
year. The growing popular opposition in these countries 
seemed to me, in mid-1989, ultimately irresistible in the 
conditions created by the reforms and the new policies 
in the Soviet Union, and I argued that over the next few 
years multi-party political systems would be estab
lished, as had already begun to happen in several 
countries, which would make possible wide-ranging 

* Sorne sections of this essay, which was originally written
in Autumn 1990, have been revised to take account of the 
passage of time, but the substance and argument remain 
unchanged. 

public debate about economic and social policies, and 
a fundamental reconstruction of the political system 
and the administration. In sorne cases, I considered, 
this process was likely to produce coalition govern
ments, over shorter or longer periods, representing more 
adequately the diversity of opinions and interests that had 
long been concealed or suppressed. In such govem
ments the role of the previously dominant communist 
parties would be drastically reduced, but I thought that 
the revived socialist parties and allied groups might be 
strong enough to ensure the continuance of broadly 
socialist policies in a democratic system. 

There can be no doubt that the vigour of the popular 
movements which developed so rapidly in the second 
half of 1989 carne above ali from their opposition to the 
political dictatorship of the communist parties, expressed 
in the demands for a democratic regime which would put 
an end to the totalitarian control of every aspect of 
social life, and re-establish.fundamental rights of citi
zenship. Such demands embraced in principie ali those 
issues conceming civil, political and social rights (but 
with an emphasis on the first two) which form an 
essential part of the historical tradition of democratic 
socialism, and from this point of view it was not unrea
sonable to suppose that the re-emerging socialist parties, 
and perhaps even in sorne cases thoroughly reformed 
successors to the old communist parties, inspired by 
such ideas, for example, as those of the Prague Spring 
of 1968, would have a major role in the new govem
ments, at least in sorne countries. 

120 VOL 1 N
º 

2, 1993 SOCIALISM OF THE FUTURE 



However, the political demands also necessarily 
raised questions about the structure of the economy, 
since the system of collective ownership and central 
planning had been a creation of the communist dicta
torships and was sustained by the party apparatus and 
the bureaucracy. Moreover, the increasing difficulties of 
these planned economies had already engendered ideas 
and practices to restructure the economic system, notably 
in Hungary from 1968, but also in the controversies 
about, and changes in, the Yugoslav self-management 
system, and from the mid-1980s in ever-broadening 
discussions in the Soviet Union. These debates and 
reforms led to a rapidly growing interest in 'market 
socialism', though it should be said that this was, and is, 
very diversely conceived. During the past decade indeed 
discussion of a socialist economy has concentrated par
ticularly on this issue of planning and markets, which I 
also took as one of the main themes of my book. 

In mid-1989 it was not clear what the economic con
sequences of a successful restoration of democracy by 
the opposition movements would be, but I envisaged 
changes of a slower and more cumulative nature than 
those which actually occurred soon afterwards. It 
certainly seemed possible - and here perhaps I was 
unduly influenced by the examples of the Hungarian 
uprising of 1956 and the Prague Spring of 1968 - that 
many of the East European countries would move 
towards a democratic socialist system, though I also 
noted that there would be powerful forces, especially in 
Poland and Hungary, working for a restoration of 
capitalism. In this analysis two factors, I now think, 
were underestimated. The first was the extent of the 
economic frustrations in societies which had experi
enced a lengthy period of relative stagnation, greatly 
affected it is true by the world economic recessions of 
the 1970s and 1980s. The second- far more important 
- was the degree to which the detestation of the
communist dictatorships had ramified into a hostility
towards socialism as such, with which these dictatorships
were identified. There was also a third factor, to which
I did give sorne attention in discussing the possible ori
entations of new political movements and parties;
namely, the reviva! of strong nationalist sentiments and
movements, already evident at that time in Yugoslavia
and the Soviet Union, but subsequently becoming much
more prominent throughout Central and Eastern Europe.

The actual course of events in 1990 did result in the 
formation of coalition governments, which were pre
dominantly conservative in several countries (while in 
others the conservative forces were very strong), and 
these governments embarked upon projects for a more 
or less rapid restoration of capitalism, though in forms 
which ranged from sorne kind of social market economy 
to a full-blown free market economy in the British style 
{which seems to me a singularly unfortunate model to 
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emulate ). Almost everywhere, therefore, an extensive pri
vatisation of publicly owned enterprises was either 
envisaged or already beginning. 

At the same time the apparatus of central planning was 
being 'deconstructed', though again in different degrees 
and at a different pace in individual countries. So the idea 
of 'socialism with markets' suffered an eclipse. This had 
been developing at least since the 1960s, involving on 
one side greater autonomy for publicly owned enter
prises, including such forms as the Yugoslav self
management system, operating in a regulated market 
environment, and on the other side a change from 
detailed central planning of quantitative outputs of both 
consumer and producer goods to indirect 'indicative 
planning' by meaos of financia! and fiscal regulators. 

The changes in Eastern Europe have undoubtedly 
had profound consequences for the whole European 
socialist movement, and also, in unanticipated ways, for 
the people of those countries. Let us first consider the 
effects on the socialist movement generally. The collapse 
of the socialist system in most of the region, and the 
increasing turmoil in the Soviet Union and Yugoslavia, 
reinforced the 'conventional wisdom' or 'folklore' that 
has come to domínate the Western media and public 
opinion during the past decade, according to which 
publicly owned enterprises are necessarily inefficient and 
central planning a total failure. It follows that the only 
economic system capable of delivering high standards 
of living is a market-driven, private enterprise economy, 
moderated only by sorne degree of welfare provision and 
sorne minimal overall regulation by the state. This is the 
ideal expounded by Mises sorne seventy years ago, by 
Hayek and by such bodies as the Adam Smith Institute 
more recently. 

Like ali folklore however, this is unreliable, insecurely 
founded and sometimes self-contradictory. In practice 
many publicly owned enterprises have been efficient and 
technologically innovative, in a number of Western 
capitalist countries as well as in the socialist countries 
(as I described in my book). Equally, central planning 
has been highly effective in many different contexts, not 
only in war economies or in periods of rapid industri
alisation, but also in other situations; for example, in the 

-· postwar development of J apan and several West
European countries. Indeed, it may be argued more
generally, as Tinbergen (1968, p. 109) has done, that 
economic planning in Western Europe 

has succeeded in avoiding the main inconsistency in 
unplanned economies of the pre-1914 type, namely, 
the underutilization of productive capacity as a con
sequence of business cycles and of structural dis
equilibria. It is highly probable that the disappearance 
of the business cycle after World W ar II has been 
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obtained with the aid of macroeconomic planning of 
the type described in this article. 

More recently, of course, the business cycle has 
reappeared in W estem capitalism, but this may well be 
connected with the movement away from planning. 
Tinbergen' s general argument seems to be strength
ened if we consider the counter-example of those two 
countries - the USA and Britain - in which, by 
comparison with Western Europe, the economy is least 
planned, with the lowest level of public ownership, and 
at the same time shows the most marked signs of 
economic decline over the past decade. 

I therefore maintain the view expressed in my book 
that one should not accept uncritically the current folklore 
about public ownership and planning; which does not 
mean, of course, that an equally uncritical folklore about 
the unalloyed virtues of such ownership and planning, 
whatever the forms that they may take, should be 
accepted. In parenthesis I should say that as I worked on 
my book it became more and more apparent that one 
great deficiency in the economic and sociological 
literature on economic systems was the paucity of 
systematic and comprehensive studies of the historical 
experience of planning and of the management and 
administration of publicly owned enterprises in their 
various forms; and in particular, of rigorous comparisons 
between planned and unplanned economies, and private 
and public enterprises. The pursuit of such studies is 
evidently a matter of great importance for European 
socialism, because planning and public ownership have 
constituted the core of socialist thought and practice (in 
both democratic and dictatorial forms, though in very 
different ways). They have been seen as the principal 
means of achieving greater economic and social equality, 
and over the longer term that kind of community of 
equals which used to be described as a 'classless society'. 

Here, however, I want to concentrate on the economic 
questions. It has frequently been said that central planning 
is most effective in those situations in which a society 
has a single overriding aim to achieve - in a war 
economy or the drive for industrialisation - but that its 
effectiveness diminishes considerably in an advanced 
industrial society in which there is a multiplicity of 
diverse and competing needs or wants to be satisfied, and 
continuous rapid technological innovation. This however 
seems to me dubious, considering the experience of 
postwar planning in (say) France or Japan, and it is in 
part a question of the kind of planning and of the social 
and cultural context in which it takes place. In Eastem 
Europe the failures of planning from the late 1960s 
seem to me to have had their source primarily in the 
political system; that is, in the dictatorship of the 
communist parties which created attitudes both in the 
dominant elite and in the subordinate population that 

were inimical to effective planning and efficient 
production (resulting, for instance, in widespread 
corruption). From this standpoint it would be worthwhile 
perhaps to substitute, at least in part, for the familiar dis
tinction between 'imperative' and 'indicative' planning 
one between 'dictatorial' and 'democratic' planning. 
More thought should then be devoted to the possible 
forms of such democratic socialist planning, various 
aspects of which were extensively discussed in the 
1930s and 1940s (see especially Durbin, 1949) and 
again more recently by Nove (1983). 

Two other issues, however, arise in connection with 
planning. One is the role of the bureaucracy and the 
degree to which it may impede innovation and growth. 
I have discussed this at sorne length in my book, and here 
I shall only remark that I accept broadly Schumpeter's 
view that bureaucratic management as such is not a 
major problem; but with the important qualification 
that the bureaucracy of a party which monopolises 
political power is quite another phenomenon, and that 
in such a political regime bureaucracy at the level of the 
enterprise may indeed be an obstacle to the rapid intro
duction of new technology and increasing productivity. 
The second issue, widely debated for the past two 
decades, concems the relation between planning and 
markets. Here I take the view that the socialism of the 
future will unquestionably be socialism with markets. 
That, however, is only the first vague formulation of a 
complex, controversia! proposition, from which innu
merable questions and diverse answers emerge. What 
markets? How regulated, and by what meaos? Related 
through what mechanisms to planning? To what extent 
should planning be curtailed as well as becoming more 
indicative and more democratic? To such questions I can 
give only a brief and tentative answer here. There should 
be markets for labour (with appropriate means, through 
education and training, to ensure that the need for 
qualified personnel in every sphere is broadly met, and 
with an essential socialist emphasis on full employment), 
and for consumer goods (again with sorne appropriate 
regulation, by fiscal and other meaos, to ensure that the 
basic needs of the whole population are given priority 
over luxury consumption). It may also be that sorne 
kind of market for capital and producer goods should 
develop, though this is a much more complicated 
question and in my view investment should remain 
largely a matter for the community as a whole, through 
publicly owned investment and other banks, the state, 
and regional or local authorities. Finally, there is the over
arching question of how to relate planning to markets, 
and here I can only repeat the conclusion reached in my 
book, namely that it raises immensely complex problems 
for the resolution of which no master blueprint exists (a 
view also taken by Brus and Laski, 1989); this, however, 
does not mean the problems are ultimately insoluble if 
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we make proper use of the historical experience of 
planning in different types of modem society and proceed 
by a process of trial and error. 

This is part of my general argument that a major 
effort of thought is required in order to develop new con
ceptions of the functioning of a socialist economy; this 
al.so involves reconsidering the place of social ownership 
as the other core element, alongside planning, in the 
socialist idea of a new economic and social order. Again 
it is part of the current folklore of capitalism that an 
economy can only be flourishing and dynamic if it is 
more or less completely dominated by markets and by 
private enterprise, but this doctrine is quite unsubstan
tiated and there is indeed much evidence against it (e.g., 
the case of Britain), not to speak of its total neglect of 
all the adverse social and cultural consequences of such 
laissez{aire arrangements, which include unemploy
ment, extremes of wealth and poverty, and large-scale 
environmental damage. Moreover, it is by no meaos 
demonstrated that over the longer term an economic 
system of this kind will even be more efficient, in sorne 
of the man y possible meanings of 'efficiency'. It may 
indeed be more useful to consider this question from the 
wider standpoint of the 'optimal' organisation of 
production, and to take seriously Marx's conception of 
socialist production as a process in which the producers 
'regulate their interchange with nature rationally ... and 
accomplish their task with the least expenditure of 
energy and under such conditions as are proper and 
worthy for human beings'. 

For socialists, at all events, social ownership has 
always had a crucial importance as a meaos of giving 
wage-eamers greater control over their working lives, 
and in a broad sense over the whole labour process, thus 
increasing the extent of democratic participation in 
determining the whole form of social life, and by the 
same means restricting and reducing the domination of 
society by a capitalist class. From this starting point, 
however, we must go on to examine sorne of the 
questions that can be raised about the operation and 
performance of publicly owned enterprises, but I want 
to preface my comments by reiterating the view I 
expressed in relation to the problem of planning; namely, 
that in Eastem Europe, with the partial exception of 
Yugoslavia, the failings of public enterprises - which 
were not however universal - stemmed primarily from 
political causes, from the subordination of the population 
to a self-perpetuating ruling group. Eastem Europe as a 
whole, therefore, was a special case, which no Western 
socialist would have wanted to take as a model for a 
socialist economy or society. But there remain many 
general questions to be answered, about the extent of 
public ownership, the intemal organisation and degree 
of autonomy of public enterprises, the possible defects 
of bureaucratic management with respect to innovation, 
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and the kind of incentives that would stimulate high pro
ductivity. Having examined these and related issues in 
my book I will here simply summarise the main con
clusions at which I arrived. 

First, from a socialist perspective I consider essential 
the social ownership of major financial institutions, of 
large-scale enterprises in the basic sectors of production, 
and of infrastructural services such as transport and 
telecommunications; in addition to which the state and 
other public agencies should continue to be responsible 
for, and to improve steadily, the provision of a wide range 
of social services, including health and education. But 
secondly, this is far from suggesting that the whole 
economy should be publicly owned; and as democratic 
socialists of diverse schools (from the Fabians, Kautsk.y 
and the Austro-Marxists up to the recent advocates of 
a socialist market economy) have always argued, there 
would be a very substantial sphere of private production 
by individuals, families, and small- or medium-size 
enterprises. Moreover. public ownership itself does not 
imply the creation of one giant corporation in each 
sector, but rather the existence of several large organi
sations (in the case of banks, for example) which may 
compete with each other. Thirdly, publicly owned enter
prises and services should have a high degree of 
autonomy, within the framework of a general plan, in 
respect of the organisation of production, investment, 
recruitment of employees, and relations with suppliers 
and customers, ali of which implies market relations of 
various kinds and also, I think, sorne form of self
management. 

It also needs to be emphasised that the forms of social 
ownership may themselves be extremely varied, as 
Kautsky (1902) argued long ago when he wrote that 'the 
greatest diversity and possibility of change will rule ... 
The most manifold forms of property in the means of 
production ... can exist beside each other in a socialist 
society, the most diverse forms of industrial organiza
tion ... of remuneration of labour ... of circulation of 
products'. Even in those sectors where very large enter
prises are essential it does not follow, and is indeed 
undesirable, that there should be huge monopolistic 
state corporations; and we need to consider instead, as 
I have suggested, the development of enterprises which 
compete with each other in a regulated market and 
within a general system of planning. It seems to me also 
possible to envisage, in the context of such diverse 
forms of ownership, the development of enterprises in 
which there is mixed public and prívate ownership 
through various types of shareholding. All of which is 
no doubt very complex, and certainly not to be achieved 
through any sudden transformation. It is something that 
can only be constructed gradually over a long period of 
time, as Otto Bauer very sensibly argued in his exposition 
of the process which he called a 'slow revolution'. 
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This conception of a socialist economy as one in 
which social ownership and planning }lave a central 
and positive role is not only defensible in theory against 
the current folklore; many of its elements already exist 
in practice, to sorne extent, in WestEuropean countries 
and seem likely to develop further as the economic 
recession deepens. In mid-1989 I thought that this 
process would be aided by the changes in Eastern 
Europe, to the extent that these societies, on the basis of 
already extensive social ownership and planning, moved 
towards a democratic socialist system. B ut events took 
a different course, and the socialist movement in these 
countries has been obliged to start again from the 
beginning, in the most unfavourable conditions, where 
the legacy of communism has made possible an initial 
powerful reaction in favour of the restoration of 
capitalism, in sorne cases conceived in extreme laissez

f aire fonns. 
However, the implementation of the new economic 

policies so far has brought much disillusionment, and it 
now seems possible that the revival of socialism will be 
more rapid than appeared likely in 1990. The first con
sequences of the policies pursued in much of Eastem 
Europe can be characterised very broadly as follows: 

1 The economy has contracted in ali the countries 
concerned, in sorne cases dramatically. 

2 This substantial deterioration is marked by a number 
of specific f eatures: 
(i) the emergence for the first time in most of

these societies of large-scale unemployment,
which has continued to increase;

(ii) a sharp fall in living standards for a large part
of the population;

(iii) the appearance of a very marked division
between rich and poor, more pronounced in
sorne countries than in others. Furthennore, the
new rich do not, for the most part, seem to be
engaged in production but in trade and spec
ulation (including various black markets). In
that sense the emerging capitalism is a kind of
casino capitalism, with sorne resemblance to
that in Britain, while the 'real economy'
continues to deteriorate;

(iv) the loss of important social rights; first,
obviously, the right to employment, but also
such things as low-cost housing and transport,
and notably sorne rights which particularly
concern women, such as access to family
planning (including abortion), long-term paid
matemity leave, and child care facilities.

This economic decline, and the specific economic 
policies that were initiated by conservative groups 
aiming to restore capitalism, have also had wider con-

sequences. The societies are increasingly divided, and 
the popular movements which made the revolutions 
have themselves split into conflicting groups. There is 
increasing social conflict, which is assuming the 
character of incipient class conflict, as well as savage 
conflicts between nationalities. 

A second feature of the changes, however, is that the 
projects to privatise the economy have generally made 
rather slow progress. They were initiated by those 
groups which simply wanted to restore capitalism, 
strongly encouraged by the governments of sorne 
leading capitalist countries and by the World Bank and 
the International Monetary Fund. They were supported 
at first by a majority of the population, whose experience 
of what was called 'real socialism' had made them 
hostile to any idea of socialism at all, and who also 
hoped, as did the new dominant groups, that embarking 
on the free enterprise route would attract substantial 
Western aid (which has largely failed to materialise). 
In short, many people expected an economic miracle. 
But the reality is very different. Privatisation, in 
conditions of rapid economic decline, encounters 
formidable obstacles, among which is the emerging 
intemal opposition from those large groups in the 
population which suffer the greatest hardship from 
current policies. 

In a few countries, however, the question of restruc
turing the economy was approached more cautiously, and 
I think more rationally. Czechoslovakia provided one 
example, but it is in Russia that the strongest resistance 
to any wholesale dismantling of the socialist economy 
has appeared. Here, as elsewhere, there were powerful 
conservative groups which wanted to proceed as quickly 
as possible with the creation of a capitalist free-market 
economy in one form or another; but after several years 
of controversy and the elaboration of diverse projects it 
seems clear that there will be no immediate large-scale 
abandonment of social ownership in major sectors of the 
economy, and the planning system, rather than being 
dismantled or reformed appears simply to be in disarray 
(or chaos). 

What I conceived as an altemative course, which 
might have been followed in all the countries of Eastern 
Europe with great benefit to their populations, would 
have involved concentrating economic policy on 
improving production in the large socially owned enter
prises, once the stranglehold of the communist party 
apparatus had been eliminated, and at the same time 
encouraging the development of private businesses in 
those fields - retail trade, services, small- and medium
sized manufacturing concems - where they were most 
likely to have an immediate effect on the supply of 
goods, especially final consumer goods. The first of 
the two elements I have mentioned in a policy of this kind 
would involve radical changes in the organisation and 
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management of production - greater autonomy for enter
prises, proper accounting procedures, public scrutiny of 
the performance of such enterprises, a different rela
tionship between the banks and industrial producers, and 
so on. Such measures will be indispensable wherever this 
altemative policy is embarked on. 

If such a policy is in the end adopted in Russia it will 
undoubtedly have an important long-term influence on 
the development of other East European countries, and 
it may also influence the socialist movement and socialist 
govemments in Western Europe, perhaps making them 
somewhat less reticent and defensive about public 
ownership and planning in their policies for restructur
ing the capitalist economies, and more responsive to the 
idea of socialism with markets. They might then come 
to support more actively altemative, more distinctively 
socialist policies in Europe as a whole, and of this there 
are already sorne indications in the European Parliament. 

Publisher' s Note: 

Problems and prospects of a socialist economy in Europe 

Ali these changes, however, are likely to be slow, and 
we can hardly expect the new face of Europe to be 
visible before the end of this decade - even then perhaps 
still indistinctly. 
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SOCIALIST SOCIETY, NO; 

SOCIALIST MOVEMENT, YES 
Milovan Djilas 

First of all, an explanation of the title. The shortest 
explanation would be this: if by a socialist society we 
understand a society without classes or conflicts, such 
a society is neither possible nor desirable. A classless 
society can be understocxl and accepted only as a utopian 
tendency. However socialist political movements are not 
only necessary but inevitable, whatever their denomi
nation. 

I advise the reader that what I write is based on my 
experience and knowledge of Eastem Europe- specif
ically, of Yugoslavia and the USSR- as I have lived and 
felt it emotionally and intellectually. It will be self
evident that this exposition has not and cannot have 
any pretensions to being definitive, simply because it is 
not grounded in a process of research and documenta
tion; although I would have had no lack of enthusiasm 
for such work, my age and my occupations would not 
permit it 

We are witnessing the unexpected, dramatic and 
inexorable disintegration of the socialism of Eastem 
Europe, and especially that of the USSR - an avalanche 
that has set off all the others and dragged them along with 
it This disintegration forces us to ask two essential 
questions: 

1 

2 

Does it point to the crisis of other socialism,S (specif
ically the reformist, social-democratic forro)? 
What are the prospects and the possible solutions 
of the crisis for communist socialism and for social
democratic socialism? Do these prospects and 

solutions have anything to do with socialism, and 
if so, how much? 

In this respect I owe the reader another explanation: 
the term 'socialism', especially when it refers to the 
socialism of the East, to communism, is employed, with 
reservations, in accordance with the popular sense of the 
word and its use in the propagandising daily press. This 
does not mean, therefore, that communist socialism is 
socialism from the point of view of any doctrine, 
including that of Lenin. Toe truth is that not even Lenin 
expected that the practice of the 'construction of 
socialism' would coincide completely with its theory. 
Lenin would have said that practice will bring new 
knowledge, new enrichments of the theory. But we are 
not dealing with the inevitable distinction between the
oretical hypotheses and social and political reality in the 
process of creation, but with the fact that that reality, that 
political practice, is so drastically different even from 
Leninist theory that it makes the theory look not just like 
an illusion but like a historical deception, or self
deception, in the minds/consciousness of those who 

�uffered and sacrificed themselves. Undoubtedly there
1s a great deal of self-deception. And deception by 
others? Y es, deception and a great deal more. More 
than is normal in political practice, however totalitarian 
and closed are the communist regimes, inside and out 
Much more than other dictatorial regimes. An impris
onment not only in terms of information but in social 
terms, together with absolute power, obstructed and 
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hindered knowledge, formed false ideas of society, of 
foreign societies and states, and even of the character
istics of spirit and matter. 

However, discussion of whether communist socialism 
is really socialism leads to dogmatism and a dogmatic 
sterility. It is possible to formulate an antithesis; and 
indeed such antitheses were frequenlly formulated until 
not long ago. Por, although communist socialism did not 
correspond to any socialist theory, did any regime 
coincide with the theoretical concepts and precepts? 
Nor does this mean that communist socialism is not a 
form of socialism at ali. Por, although it failed in the 
humanisation of human relations, in justice and social 
equality, and especially in human rights and civil 
liberties, it may have sorne fundamental principies 
which could lay the bases for, at least, a future socialist 
society: for instance, socialisation of the means of 
production, generally available social security, full 
employment, health protection, free education. 

Let us say that this is the case, even if it isn't. It is 
·evident that it is not essential to people's lives, and
never has been, that they correspond to this or that
dogma or ideology, nor to what extent they do so; what
is essential is the real way they live their lives, the
degree to which they can use their freedom and develop
their abilities. In order to be understood, a society must
be described and analysed, of course as far as that is
possible, without ideological prejudices or even philo
sophical ones, and especially without utopian longings
or well-intentioned hopes. Society, politics and economic
relations do not and cannot have much compassion,
and cannot be understood unless they are represented
with objective and merciless clarity. Compassion and
piety are present in politics and economics only to the
extent that the latter are self-interested or weak.

So what is communist socialism? What is it like? 
There are countless descriptions of this kind of 

socialism, dealing both with various of its facets and with 
its entirety. Many of these descriptions are true, or at least 
largely true. However, as far as I know, there exists no 
definition that expresses the essence of this socialism, 
this system. The term that has been used most frequenlly 
is 'state capitalism', meaning that the state, that is to say, 
state power, govems and owns ali economic resources. 
But this term has not taken root or survived. Although 
I encountered it at the beginning of my critique of the 
Soviet system, I think it does not express the totality of 
the system, nor is it essentially correct It is true that the 
power of the Party-State owns ali goods in communist 
socialism, in which, however, exchange, primarily of 
labour - the principal feature of capitalism - does not 
exist, or at least did not exist until recenlly. But this alters 
ali the other characteristics of the capitalist economy: par
ticipation in the world market and the intemational 
division of labour, a stable currency, for instance. 

Socialist society, no; socialist movement, yes 

In my reflections I have arrived at the conclusion 
that communist socialism is a form of industrial 
feudalism sui generis. I once heard Voslensky, a leading 
writer in the Nomenklatura, give a similar definition in 
conversation: he called it state feudalism. Such a 
definition, like any other definition that refers to human 
activities and especially to society, is one-sided and 
therefore incomplete. However, if we analyse the power 
which is fundamental and decisive in communism, we 
observe that it is feudal in structure. 

The centre of power, like an absolute feudal monarch 
(and more like a Turkish sultan than a Western king or 
queen), distributes functions of power which entail 
certain privileges. Property is not personal, but neither 
is it social or national. It is a total fiction that this 
property belongs to the society or the nation, since it is 
at the disposal of the party apparatus and the economic, 
state and bureaucratic structures linked to it. Hence, in 
the collective bureaucratic hierarchy of party property, 
an ordinary party militant receives less than a rural 
priest and a top-ranking party member gets more than 
a cardinal in the medieval order of the Templars, who 
also had at bis disposal enormous common, or rather 
'common', wealth. A small but symptomatic instance of 
the way the reality of such a regime reached even to the 
consciousness of its creators is Stalin's plan to introduce 
noble tilles. Pear of the growing power of the nobles 
probably prevented this idea from becoming a reality, 
so that it took hold only in the few tilles invented for the 
inoffensive area of the arts such as People' s Artist of the 
Republic and People's Artist of the USSR. 

This system can be given the name of 'socialism' or 
sorne other unromantic and non-idealised name. We 
cannot lay at the communists' door, like a sillf the fact 
that they did not construct the socialist society they had 
envisaged. No society can be 'constructed'. A society 
constructs itself, although its interna! currents and rela
tionships can be influenced. The communists created the 
only thing they could, given their closed, narrow 
ideology, their 'class interests', and the real conditions 
of the time. The communists' sin was that they used their 
monopolistic power to suit their own whims, illegally and 
with privilege. Also, their selfishness and their class and 
caste interests and considerations prevented the formation 
and development of other, different creative forces for 
a long period. 

A note in passing about this 'long period'. In 
comparison with other revolutionary regimes, 
communism has had a long life; however, the social order 
that arose from it has been ephemeral. The relative 
longevity of the communist regime is due chiefly to 
the absolute power it exercised over the basic resources 
of social and private life: the economy, information, even 
control over spiritual creativity. Other revolutions also 
changed the forms of government and property 
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ownership, but not in so totalitarian and radical a way; 
communism' s revolutionary power took possession of 
both society and property, and hence it could not be 
anything but a tyranny under different 'legal' forms. 
Other revolutionary regimes were of relatively short 
duration because of the contradictions of power and of 
having the entire regime based on power. In communism, 
the Party-power proclaimed as a sacred aim the sup
pression of classes, and yet it turned itself into a 
privileged stratum - a class sui generis, since it would 
not have been able to maintain its position 'for the sake 
of the greater objectives'. But in doing so the 'new 
class' - the Nomenklatura, the party bureaucracy, the 
political class - condemned itself to being ephemeral. 
By placing itself above society, the Party-power also set 
itself outside the spontaneous currents of society and 
suff ered setbacks in relation to technological, economic, 
cultural and other advances, and to the needs of the 
society and the nation. Lacking sufficient means, as 
ever, it lost legitimacy and undermined both itself and 
those good objectives. 

The ideology and the power conceived and imple
mented to be not merely the 'midwife' but also the 
builder of the 'new society' could not create anything 
other than a police and military superstructure which, by 
controlling everything and everyone, including itself, 
grew beyond control and in the end crumpled under its 
own weight, bringing down with it the entire social 
edifice which was based on it and depended on it A con
struction of this kind inevitably disintegrated as soon as 
it embarked on 'reform': ali the wounds were reopened, 
the full extent of inefficiency was exposed, and ali the 
promised ways forward were shown to be dead ends. 
Once the curtain was raised, instead of a classless 
socialist society, a demented drama of arbitrary violence 
and unrestrained exploitation carne into view. Keeping 
the pact with reform was obligatory, for fear of national 
and social upheavals, and in the hope that the regime 
would survive and continue, by meaos of a 'perfecting' 
process, towards its ideal goal: the preservation of the 
privileges of power and the by-products of power. 

The interna! causes of disintegration and collapse 
were decisive. However, the confrontation with the 
developed West, especially the USA, played an important 
part, for it revealed a hitherto unknown degree of inter
connection in the world. When the ideological-military 
imperialism of the Soviet Union ground to a halt, as it 
proved incapable of financing wasteful 'anti-imperial
ist' communist regimes ali over the world, the Soviet 
Union • s interna! crisis and awakening accelerated. The 
future masters of the world turned out to be no more than 
beggars in arms. 

Communism is the world movement which is based 
on the idea of the socialist society. It is inevitable that 
its tragic rise and its miserable fall should be reflected 

in the word and in the very concept of socialism: just as 
the communists envisaged it Many communists have 
been sacrificed for socialism, which was a definitive goal 
held in common with other socialist movements. 

When, in 1903, at the congress of Russian social 
democrats in London, a disagreement arose between 
Lenin and Martov over the apparently insignificant rule 
determining who could be a member of the party, not 
even its protagonists thought the argument would mean 
a division (the formal division took place later), far less 
that it would be the beginning of the most important 
schism outside the religious sphere in modem history. 
Both tendencies (Lenin's Bolshevism and Martov's 
Menshevism) were doctrinaire Marxist, more doctri
naire than most tendencies of the Intemational. Their 
goals and ideas were almost identical - a classless 
socialist society whose prerequisite bases were nation
alisation of the means of production and the dictatorship 
of the proletariat and other social strata. The Mensheviks 
and other Russian socialists even supported the 
revolution, although of course they wanted to conserve 
democratic fonns and proceed gradually towards the new 
society. In 1917 the Bolsheviks took total power and, 
relying on terror, began to 'construct' the new society, 
while the Mensheviks, like the other social democrats 
in the International, accepted parliamentary methods 
with increasing eagemess, but without giving up- at least 
in most cases - their ultimate goal: a classless socialist 
society. 

What did this prove? Who was right, in what respects, 
and to what extent? 

Le nin and the socialist lef t judged correctly that the 
First World W ar would create an atmosphere of social 
and national discontent and with it the possibility of 
uniting people around revolutionary programmes and 
revolutionary anti-war activities; the more so as the 
parties of the International, except for Lenin 's Russian 
party, had abandoned their international and anti-war 
programmes during the war. But Lenin, like the rest, 
overestimated the conditions for a world revolution, 
whose first phase would have to have been the taking of 
power in the European countries, first of ali Germany. 
What appeared possible,·and proved possible in Russia, 
failed in developed capitalist Europe, in spite of revo
lutionary uprisings. This overestimation of the conditions 
for revolution in Europe resulted to a large extent from 
a generalisation based on conditions in Russia. It was 
characteristic of the Russian socialist movement that it 
should dogmatically accept the letter of Marx' s analytic 
predictions about the fall of capitalism and the legacy 

ofRussian revolutionary movements. According to that 
legacy, Russia, with the help of the revolutionary 
government, could skip over the entire stage of 
capitalism, with all its evils and mishaps, and begin 
immediately to construct the new, socialist society. 
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There was proof that a power which could carry out the 
trapsformation of society was feasible: industrial trans
fonnation, which capitalism had carried out in its early 
phases. B ut instead of a socialist society something 
completely different was created, while the ills and mis
fortunes of capitalism were concentrated and compressed 
into a very short space of time, proving incomparably 
horrendous and destructive. A similar 'construction of 
socialism ', largely under the influence of Russian 
precepts, those of Lenin, was applied in several other 
underdeveloped countries: China, Cuba, Ethiopia and to 
a considerable extent in Yugoslavia. 

The socialist, or rather social democratic, parties 
were undoubtedly right when they pointed out that 
social or socialist evolution was possible in those 
capitalist countries which were already industrialised and 
developed. Toe German socialist Bernstein was the 
founder and most outstanding theorist of this evolution. 
Broadly speaking, history has borne out bis predictions, 
the essence of which was accepted even by bis most 
notable opponents, Kautsky in Gennany and Plekhanov 
in Russia. 

But even the socialists of the developed countries 
were wrong - and I think they are still wrong - when, 
and to the extent that, they equated socialist evolution 
in the democratic developed countries with the victories 
of a socialist society, that is a classless society. Progress 
towards something, towards an ideal or an idealised 
society, is not and cannot be the same as the ideal itself, 
the idealised society itself. Toe former is possible as an 
endless and unpredictable prooess, while the latter is only 
a hope originating in schematic, 'scientific' theories of 
greater or lesser accuracy. Toe life of society, or rather 
of people and human communities, is unpredictable by 
the mere fact of its being alive; for life is the result of 
the activity of thousands of millions of individuals and 
of the confrontation and collaboration between states, 
religions and nations. 

It follows from the above account that the catastro
phe of communist socialism will be reflected even in 
refonnist, democratic socialism, to the extent that the 
latter has not freed itself from the aim to construct a 
classless society. Every attempt, no matter how small or 
how insignificant, to create a classless society through 
the agency of power, either parliamentary or non-par
liamentary, is doomed to failure, to the strengthening of 
parasitical bureaucracy, economic stagnation and 
restricted rights and liberties. We see this confirmed in 
nearly every exercise in nationalisation carried out by 
parliamentary social democratic parties in the interests 
of 'social welfare', or by decrees emitted by autocratic 
leaders in the interests of 'social justice'. lt is an unques
tionable truth that social democratic parties themselves 
have had their greatest and most important achieve
ments when and where they have not been adapted to fit 

Socialist society, no; socialist movement, yes 

utopian theories, but deal with real and realisable pos
sibilities. Toe way to social welfare is through increasing 
productivity, and the way to socialjustice is through the 
struggle for a fairer distribution of resources. 

I would add one thing further to the conclusion drawn 
above: S talio carne very close to realising a classless 
society. Stalin' s claim that the socialist society had been 
constructed in the USSR was not groundless, although 
it was a society in which, it is true, 'friendly' and 'col
laborative' classes· still existed: the peasants of the 
collective farms, the workers, the intellectuals. With 
the exception of the privileged stratum of the bureaucracy 
(the 'new class'), without which he would not have 
been able to rule, Stalin separated the personality from 
society through terror and terrorist nationalisation - he 
suppressed the integrity of the person with society. 
Classes as living, original and creative components of 
society were destroyed. Stalin went beyond the 'classless 
society'. lt is the task of the philosophers and social 
scientists, and of the artists, especially the writers, to 
explain what this monstrous 'society' was like and what 
happened in it, with the personality smothered. 

Of communist socialism, then, there remains no trace 
except for the tragic, terribly tragic experience, and the 
most painful memories. Not even the famous 'social 
security' - the right to work, the right to health and 
other benefits, the right to free schooling - will be able 
to stay alive. After ali, at no time and in no place in the 
communist countries were those rights put into practice 
faithfully and fairly. In the communist countries a right 
is often no more than lip service, while the acquisition 
of rights is hierarchically ordered - to each according to 
his place and power in politics, in the Party. 

Toe most convincing proof that no communist regime 
- not even Leninism - is any variant of socialism is
provided by their present situations and the trends that
indicate their real political and economic forms. Toe
simple fact that the prevalent tendencies are those that
look towards the market economy and free forms of
property is sufficient proof that the regime was nothing
more than a version of industrial feudalism. Toe system
in ali its fOI1ns is disintegrating, although not all the forms
are disintegrating with the same intensity or complete
ness. It looks as though nothing will be preserved. What
is more, nothing, not even in the political or economic
top ranks, shows any signs of moving towards a pro
longation of the 'socialist' system, even in a reformed
version, or rather towards sorne kind of 'better' socialism
or socialist improvement The entire system is simply dis
integrating and crumbling, and something new and not
yet fully formed is appearing.

Of course, there are still communists, although not 
very man y of them and fewer every day, who hope that 
sorne basic features of the system will be able to be 
preserved, primarily the 'social ownership' on which all 
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the power of the Party rested. But these dreamers are 
clearly losing power daily. 

At the material level, ideological and political 
conditions and the correlations of forces differ from 
state to state. (Toe reader should bear in mind that we 
are referring throughout to the states of Eastem Europe, 
including the USSR.) When the original Soviet system 
and the USSR's imperial domination first began to 
totter, the national aspirations of the non-Soviet people 
and states erupted at once. As soon as the old pattems 
and moulds were broken, it became evident that the 
states had been created and kept in place by the union 
of the Soviet and local party bureaucracies. This indicates 
not only that the differentiation of these states with 
respect to the USSR had already begun (visibly, under 
Brezhnev), but that the equality between them was 
forced and artificial. Monochrome unity lasted only as 
long as the vulgar, totalitarian, Stalinist terror. 

Generally speaking, it all began with the disintegra
tion of ideology. When and where that disintegration 
began we cannot say. It is not e ven known, nor can it be 
known, when the ideology of communism, or rather 
'scientific socialism', was constructed. Certainly its 
founder was Karl Marx. Marx is the most important, 
original and convincing source. But he is not the only 
one. There is a whole rosary of them, no end of them. 
Marx himself was the revisionist of Hegel (as the 
antithesis ofHegel's absolute idealism), but he adopted 
Hegel' s dialectics. Marx is inseparable from the so
called utopian socialists; but he was not the only or the 
first materialist in socialist movements, although he 
was the most serious and consistent. He was scientific 
in his methodology, utopian in his final goal. 

Right up to the First World War (until the split 
occurred between the revolutionary tendency, predom
inantly led by Lenin, and the reformist democratic 
tendency, with a host of national leaders) the ideology 
was developing, becoming reinforced and spreading 
through the socialist movements like a new and irre
sistible faith that was going to change the world for 
good or ill. While the reformists revised the revolu
tionary side of Marx, Lenin revised Marx as regards the 
freedom of labour and socialist pluralism. Stalin was to 
revise Lenin, transforming the dictatorship of the party 
into a personal tyranny and the ideology into a medium 
for exercising totalitarian power. The history of 
socialism, especially its communist variant, is the history 
of revisions and fractional struggles. The 'perfecting' of 
the doctrine and the 'more realistic' manifestation of 
utopia were imposed along with changes in political 
reality and the leaders' ambitions of realising their ideas 
and their power - their 'idea-power'. 

But in those respects we are still moving in the sphere 
of one ideology, one system. The real question is: Who 
initiated the effective critique - the critique, not the 

revision - of the ideology and the system, and when? 
There is no exact answer to this question, either. The 
critique began together with the ideology itself, starting 
with its adversaries. The proponents of the ideology 
were blind and deaf to criticism, even when it was well
intentioned, since they were obsessed with the 'scientific' 
quality - locked into the 'scientific' prison - of the 
ideology itself. 

Undoubtedly the critique proceeding from the same 
ideology, the same system, that it criticises has a special, 
although not a decisive, influence. If we include 
Leninism in the picture, that critique falls into two 
periods; the Leninist and the Stalinist The very way the 
idea and the ideology are identified with those figures 
is an indication of the rigidity and prescriptive character 
of the ideology and of the idea itself. However, the 
division into periods is valid because, although there were 
no fundamental differences between Lenin and Stalin, 
there were differences between their personalities and 
their methods of govemment. 

So as not to be led too far afield from our theme by 
detailed discussion, let us make a brief exposition: Stalin 
emanates from Lenin. There is nothing in Stalin that has 

not already appeared in Lenin, but there is something in 
Stalin that is not in Lenin. Lenin belongs to the 
revolution, he is the revolution, whereas Stalin is power: 
state and empire. Lenin' s authority was so superior that 
he was able to avoid bloodshed in his struggles with his 
adversaries in the Party. Stalin confronted adversaries 
with more authority, and, because he favoured the total
itarian power of the party bureaucracy and in his self
worship equated the ideology and the system with 
himself, the 'new class' submitted to his tyranny. Under 
Lenin, discussion was still possible in the Russian 
Communist Party and the Comintem, whereas Stalin 
stifled ali dissent. Stalinism does not exist as a contri
bution to theory. Stalinism emanates from Lenin and 
Leninism, as a variant and as the most realistic current 
of Leninism. Stalinism is a phase of Leninism. All 
communist parties have in one way or another tumed into 
Stalinist parties. 

Nonetheless, not even Stalin's totalitarian terror 
succeeded in suffocating 'heresy' or 'annihilating the 
heretics'. As soon as European communists were no 
longer at risk of death, with the fall of Fascism and the 
appearance of new revolutionary states, they began to 
desert Stalin and the Soviet Union. The first to stand up 
for itself and rebel was communist Yugoslavia in 1948, 
and China and Albania followed. In this respect, it 
might interest the reader to know that when a group of 
Belgrade intellectuals, including myself, went to Moscow 
in January 1990 to discuss with Soviet representatives 
the Soviet-Yugoslavian conflict of 1948, we carne to the 
unanimous conclusion that that confrontation had marked 
the beginning of the disintegration of international 
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communism and with it the outbreak of the inexorable 
interna! crisis of communism. After having climbed to 
its 'starry heights' with an irrepressible force which the 
Western democracies could not meet, communism began 
to collapse from within, owing to its own contradictions 
and to the destruction of its ideology and its political base. 

Doubts and disappointment sprang up everywhere, 
even in the Soviet Union itself. There were uprisings and 
mass movements in sorne of the countries (Hungary, 
Poland, Czechoslovakia). With the sclerotic ideology 
destroyed, the system putrefied with growing speed in 
ali the countries of the East This confirmed, just as at 
many other moments in history, that absolutist regimes 
cannot survive without an absolute and absolutist 
ideology; just as ideology itself loses its power to inspire 
and create as soon as it is tumed into an instrument of 
government. Thus the fatal circle was closed, and there 
was no way out 

Those who criticised and rebelled against the regime 
from within communism itself deserve every kind of 
praise and acknowledgement. They threw into relief 
the violent, parasitic nature of the party bureaucracy and 
inspired broad-based movements. Innumerable heroes 
and martyrs have marked out the roads of history, 
including those of communist dictatorships. 

The role of the West has been of incalculable value, 
in the communications media as well as in the military 
and economic spheres. Many, many generations of 
'dissidents', rebelling in spirit and conscience, would 
have vanished into the shadows of violence without the 
support of the West: yet another proof that the spirit of 
freedom knows no frontiers and cannot be locked up in 
dungeons or killed on the gallows. 

B ut it is the ordinary people -millions of anonymous 
individuals - who make possible and pave the way for 
the great revolutions of history. This is something seldom, 
if ever, mentioned when the communist states are 
discussed, although millions of silent, suffering dissidents 
undermined and blunted the edge of all aspects of the 
system. They have risen again in the memory and 
knowledge oftheir successors and through them charged 
against the fortress of totalitarianism. Millions - tens of 
millions of people -suffered and were executed because 
they did not fit or could not adapt to the pattems and 
moulds of a society planned in meeting rooms and 
offices. But violence destroys itself and only the innocent 
victims are immortal. Russians and others sacrificed 
themselves when it was necessary to pull their country 
out of backwardness and ruin and to die for her. But they 
also did so because they simply did not want to support 
with their labour and their effort a regime that anaes
thetised and crushed all creative forces, benefiting no one 
except the parasitical political class and bureaucracies 
bound up with it This is an immutable fact of history: 
no ideology or religion, no govemment, tyrannical or 
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otherwise, can permanently seduce or coerce the 
'common folk', the people, into supporting and main
taining a regime that slows down and diverts the natural 
development of their lives and their permanence - their 
material and spiritual existence. No violence can vanquish 
this unequalled force, which is often imperceptible and 
always opaque. Nor does any idea exist which is capable 
of seducing them and depriving them of their reason. If 
there were, there would be no changes of regimes, no 
social movements, no human communities. 

So, what will be created instead? What relations will 
be built on the ruins of communism? 

Future social relations and forms of state will be 
different in each country. But we can assert already, with 
a fair degree of conviction, that all the communist 
countries of Eastem Europe are on the way- or will soon 
be on the way - to the market economy and political 
pluralism; with the qualification that capitalism is in a 
very real sense not what it was in Marx' s day and that 
socialism has not materialised except in ideological 
propaganda. Ironically, we could say now that socialism 
is being transformed into capitalism - and peacefully, too. 

This should be the 'natural' and 'logical' order of 
development: from 'industrial feudalism' to the so
called post-industrial society. Although the 'natural' 
and the 'logical' in poli tics and society occur very often 
in the most painful and vertiginous way, this is especially 
true when a worn-out social formation is being 
superseded by a new formation. However, this trans
formation will not last so long or be as painful as the 
transition from feudalism to capitalism - far from it: not 
only because the communist system was so threadbare 
that it fell apart by itself, but because it had not even taken 
root in economic instances or social strata; the exception 
is the party bureaucracy and other bureaucracies linked 
to it and infiltrated into all forms of national life. 

The difficulties of the transformation will be political 
and economic. The political difficulties will predominate 
in the first period, and economic ones in the second. 
Among the political difficulties, the growth of nation
alism into national terrorism is already coming to the 
fore. This phenomenon has appeared unexpectedly and 
suddenly, like the collapse of communism itself. This too 
is 'natural' and 'logical'. By stifling all signs of 
democracy, by preventing the democratic channelling of 
national aspirations, the communist authorities prepared 
the ground for an outbreak of elemental national frus
trations (especially when we recall how they took refuge 
in pseudo-nationalism). National-totalitarian ideologues 
are trying to turn these outbreaks into organised 
movements. 

The transition to the modem market economy, as yet 
unarticulated, appears now inevitable. It will lay the 
groundwork for democracy and the growth of interme
diate strata. However, the construction ofthis economy 
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will come up against difficulties and a long period of 
transition will be necessary, even though all the East 
European countries are now industrialised. National 
capital is lacking and foreign capital is unconfident. 
Where this capital does materialise, it will often be 
speculative, looking to make easy profits and purchases 
at rock-bottom prices, which will make the countries 
hesitanl At ali events, they will need time, effort and -
for the moment - state control and interventions by 
governments and the nascent parliaments. 

The first and most important lesson for a future 
socialism -since it is easier to speak of a future socialism 
than of the future of socialism - is, and must be, the 
renunciation of ali ideology, including that of socialism, 
as the doctrine of a determined, predefined forro of 
society. The socialist idea, or rather socialist ideas, must 
be pluralist in themselves and the society must have room 
for ali forros of ideas and the capacities of ali people. This 
view of the socialist idea is not only not an ideology; it 
is contrary to ali ideologies, including the socialist one. 

The above statement needs at least a brief explanation. 
Over time, ideology has come to signify a closed philo
sophical-political vision - in the case of Marxism, a 
closed vision of the world. It is now not possible to get 
rid of this signification. It has taken root and lodged in 
the mind and, what is more, it is virtually, if not totally, 
identified with socialism- 'socialist ideology', 'socialism 
as ideology', 'aspects of socialist ideology', 'pure 
socialist ideologies', etc. Also, the persistent use of the 
term 'ideology' in the communist movements and in 
fascist movements, especially in the contemporary 
period, inevitably conveys the impression that ideology 
has to do with totalitarianism. Consciousness does not 
exist independently of language, nor language inde
pendently of life. For this reason it is imperative to 
separate the concepts of socialism and ideology in order 
to understand them more correctly and precisely. 

And that is not ali. Bearing in mind that humanity, and 
first and foremost the developed North, is entering a new 
epoch in which divisions will not occur strictly along ide
ological or class lines - or at least not predominantly, to 
judge by current events- the very terms 'socialism' and 
'socialist' could be called into question. I have used this 
phrase 'could be called into question' with care, not only 
out of circumspection but because it is evident that, 
especially in the West, there are active democratic and 
workers' socialist parties or social democratic parties 
which cannot easily give up either the name or the 
concept of socialism, for reasons to do with political and 
ideological tradition. At the same time in Eastern Europe, 
socialist and socialist-type parties are being born, not only 
as an antithesis to 'false' communist socialism but in 
response to political and intellectual necessity. Be that 
as it may, I think that the idea of doing away with the 
term 'socialist' should not be discarded, especiallly 

since the period we are entering and the social relations 
we can glimpse on the horizon could-again that cautious 
'could' - encounter socialist thought without prepara
tion and obstruct socialist movements. The present lives 
with its past, but the past is a dead weight for the present. 

Even if it were harmful, even lethal, for a future 
socialism or for the future of socialism to ground itself 
in ideology, especially if it were linked to any class, even 
the working class, we should nonetheless not conclude 
that a future socialism should not be based in the sectors 
of working people and represent their interests. Quite the 
contrary; and not only because the position of the 
working class has been modified and its numbers have 
decreased in modern, post-industrial society, but because 
the idea of socialism as a 'perfect' society without 
classes or conflicts is not appropriate to the modern 
age. Instead of basing its fate and its activity on ideology 
and class, future socialism must base them on general 
human values and on the knowledge and experience not 
only of human existence in general but of direct and 
everyday circumstances. 

Human beings cannot be relied upon, even in the 
distant future, to become perfect or to establish a regime 
of absolute justice. We must aspire to it, strive for social 
relations that will promote the good and justice. 
However, we must not forget that oppression, injustice 
and exploitation do exist in real social relations and 
that they cannot be eradicated, because of both the 
'pernicious aspects' of human nature and the conditions 
of production and permanence of society. Human com
munities subsist on contradictions and tensions, not on 
justice and truth, even though they cannot live without 
the latter. So, as long as violence and injustice exist there 
will have to be socialists or movements with similar roles. 

The same is true of freedom. Absolute freedom does 
not and cannot exist, and there are, and always will be, 
conditions for freedom to widen its circle, and in this field 
the role of socialists and socialist ideas is necessary 
and irreplaceable. 

Socialist thinking must be full of concrete proposals 
and initiatives for perfecting production, initiatives and 
proposals which do not ignore social ills and human 
solidarity but which also do not hold back technical or 
economic progress. The perfection of production and the 
improvement of the conditions in which people live 
were, and should continue to be, the essence of the 
socialist idea, just as love and charity are the essence of 
religion. It is to aspire to the kingdom of heaven on earth, 
but in the knowledge that this aspiration cannot be 
realised on earth, in the universe as it is, with people as 
they are. We must not reject the inspirational, intoxicating 
power of Utopía, but we must remember that nothing is 
more deadly or further from the ideal than violent 
attempts to accomplish it. Socialism makes sense only 
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as a utopia if it is also a democratic and existential 
humanist practice. 

It is an accepted notion that the earth is becoming one 
great village. But in this village few people, if any, 
behave like good neighbours. They destroy the living 
conditions of others, and with them their own. Pollution 
and environmental destruction have become a worldwide 
problem and a worldwide disgrace. All of which creates 
endle� po�ibilities and inexhaustible taslcs for socialists. 
Responsibilities and commitments are inseparable from 
the political activity of existential humanism. Socialism 
is not a religion, but from the very start it has had 
something religious about it - which, in the end, under 
totalitarian communism, sank into vulgar propaganda. 
If the socialist idea, the vision of socialism, is to be 
renewed and its mission spread abroad on earth, among 
the human race, it must develop into something like a 
religion of life, life as it is; it must be spontaneous, not 
profaned, its only limitation the freedom of others to live, 
to act and to think. 

The conservation of the environment cannot be 
separated from the struggle for the free cooperation of 
peoples and states - an ancient idea of socialist 
movements. Socialism and socialist thinkers and 
movements were the first to address all peoples and 
states, the entire earth. But the socialism of yesteryear 
visualised these connections in terms of the destruction 
of national borders, the suppression of states and even 
the disappearance of nations. These lines of thought 
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and approaches are merely a variant on the utopian 
concept of creating the 'new man' and the 'new society', 
which formed the ideological foundation of totalitarian 
communist violence. Peoples, nations and tribes are 
living organisms. They cannot be controlled by 
democratic - let alone socialist- ideas and policies that 
determine their incorporation or not into wider com
munities. Such i�ues are for them alone to decide in the 

process of their spontaneous development. Until now 
humanity has only been made richer by the arrival on the 
scene of peoples, races and religions. Why should it not 
be the same in the future? Humanity is becoming unified, 
but not through annihilation, rather through acceptance 
and absorption of ethnic diff erences. From these 
positions, although it is opposed to war and violence, 
socialism defends the threatened motherland and does 
not hesitate to use force to overthrow violators of human 
rights. Thus is has been and thus it must be as long as 
there are people, and as long as there are people there 
will be evil and violence, injustice and poverty. 

Socialism is the continuation, socialism is one of the 
currents of humanity's eternal existence- always new 
in each new era, always its own creature and indepen
dent, tolerant and flexible. lf this is not the case, and 
provided it is not the case, it will not be worthy of 
itself nor of its vocation, and it will be cast aside and 
replaced by another idea and another form of action 
which will modify its ideology, while its essence lives 
on forever. 
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THE CRITICISM OF 

ECONOMIC REASON AND 

THE REASON OF SOCIAL 

CRITICISM 

José Félix Tezanos 

Possibly the two most important identifying elements 
of socialism from the outset have been the demand for 
a public sphere in the economy, reflecting the conviction 
that the common good - the public good - must prevail 

over private interest, and the development of a 

component of critical analysis against the assumptions 

and unf air social manifestations of the established 
economic order. In effect, the most important common 
element of the different conceptions of socialism have 
historically been based on the affirmation of social ratio

nality and of the impulse toward solidarity and cooper
ation, as opposed to the individualistic lack of solidarity 

and boundless competitiveness. 
Socialism since its origins has been defined in 

opposition to classical economic theory, which has 
largely been no more than an impressive intellectual 

effort to justify the logic of social inequality, to the 

benefit of efficiency understood as material produc

tiveness and economic functionality. The culture of 
socialism has been established on the affirmation of a 

culture of public life and on the defence of social ratio

nality, and not mere economi.c rationales. 
Socialism, opposing those who have tried to reconcile 

'economic efficiency', 'rationality' and 'unlimited 

markets' and thus try to protect the logic of capitalism 
from being brought into question, has emphasised its 

conviction that the functioning of the social whole 
cannot be evaluated solely on the basis of the criteria of 

optimising the production of goods. 

Against this so-called scientific fallacy of sorne the
oreticians of capitalism, socialism has historically refuted 
ali attempts to consecrate the principie of the prevalence 
of the 'economic criterion', quite apart from the political 
and social considerations, insofar as this criterion rep
resented - and represents - a truly aberrant analytical 
inversion of genuine logic. Therefore, socialism sets 
off from the belief that any known social and economic 
order can be improved and peñected and that no effort 
at sacramentalisation and fetishisation escape critical 
analysis. 

Nowadays only sorne simplistic popularisers have 
tried to sustain with certain 'theoretical' pretensions 
the thesis of 'the end of the story', of supposedly 
scientific sacramentalisation of the established liberal
capitalist order. Nevertheless, in spite of the fact that in 
the most reputable intellectual circles it is accepted that 
'economics d� not exist apart from politics' (as the very 
history of economics has shown), 1 it is true that the
dynamic of recent historical events is giving rise to the 
spread of many simplistic interpretations, in which it is 
attempted to raise the recent collapse of the communist 
systems to a general and universal category, as a demon
stration of the dysfunctionality and unviability of the 
socialist model of economy itself, and of any socialist 
approach to an alternative and different model of 
organising the production and distribution of goods and 
services in an economically developed society. 

Certainly, the present - and future - debate about 
socialism should not be enclosed, and limited to an 
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exhaustive and reiterative analysis of the reasons and 
causes that may explain the failure of so-called 'real 
socialism', as is happening in certain leftist circles, due 
in great part to the logical immediate influence of such 

extraordinarily historical events. Thus, we socialists 
must attempt to avoid becoming caught up in closed 
debates involving explanations and rationalisation a 
posteriori of events that are already part of the past In 
any case, in the analysis of these events any effort to 
justify what is unjustifiable would be vain and sterile. 
We must, then, find the courage to confront the facts as 
they are and take a cool and objective view of current 
public opinion in important circles of the most advanced 
societies, recognising our share of responsibility in the 
crisis of ineffectiveness of certain traditional models of 
criticism of capitalist economic rationality. 

The criticism of capitalist economic reasoning, as it 
has been formulated from the theoretical points of view 
of the left which have most influenced political action, 
has been insufficient. It has not been capable, from both 
the point of view of practical demonstration (communist 
regimes) and the specific political dynamic of the indus
trialised world (with its shortcomings and on one 
occasion without sufficient support for social democratic 
policies), of submitting, in practice, the empire of 
economic reasoning to the rationality of social criticism. 
And such criticism must also be judged on its results. 

Largely, Marx and man y of his epigones ended up 
placing themselves on the same wake of 'ideological' 
influences and 'economistic' reductionism which they 
intended to - and had to - attack. The fetishisation and 
ingenuous absolutisation of Marxism as a doctrine and 
as dogma ended up giving way to a notorious careless
ness in the critique of 'economic rationality'; and to a 

practica! assumption of the conception of 'horno 
economicus'. In terms of the contrasts of opinion, man y 
leftist debates turned into mere debates of general 
'principies', far removed from specific 'realities'. For 
many years, whole generations of Marxists applied an 
inductive method (the same as Marx used by and large 
to refute the ideas of other great theoreticians like 
Ricardo). In this way critical discussion contingent upon 
social rationale ended up being applied very poorly and 
partially in the refutation of the logic of economic ratio
nality, while the development of the specific experiences 
of 'real socialism' in no time at ali tumed much of the 
brilliant theorising based on those points of view into so 
much wasted effort. 

Thus, if one wishes to correct the degree of critica! 
ineff ectiveness reached along this mute and tum around 
the current tendency towards virtual unilateral 'economi
sation' of theoretical reflection and of political action, 
it is necessary to start by assuming and overcoming the 
insufficiencies of the historically familiar critique of 

the absolutisation of economic rationality formulated to 
date. 

1 THE INSUFFICIENCY OF THE HISTORICAL 
CRITICISM OF ECONOMIC RATIONALITY 

In a text of this kind it is impossible to embark on a 
detailed analysis of the insufficiencies and limitations of 
Marx.ism as a critique of capitalist economic rationality. 

It is not only a matter of questioning the validity 
itself of the method used by Marx, but also of being 
aware of the context in which Marx developed bis 
theories. The question one would legitimately have to 
ask in this sense is to what extent Marxism was simply 
a premature attempt at formulating a theory of transition 
to socialism, set out in the 19th century on the basis of 
societies which had not yet fully evolved from agrari
anism to industrialism, on the basis of insufficient 
empirical knowledge of the reality - and of the contra
dictions and shortcomings - of the new model of 
industrial society. 

Currently, as we now have a detailed knowledge of 
the dynamic of capitalism, there is little point in 
continuing to formulate a criticism of the economic 
rationale of capitalism on the basis of Marx' s analyses, 
to the extent that these analyses are largely a non
empirical critique of past ghosts, referring to problems 
and social contexts which have now largely been 
overcome. Hence their inoperativeness. 

However, we should not therefore ignore the fact 
that from the historical point of view, Marx' s works rep
resented an intellectnal effort of an impressively valuable 
erudition as far as the intention which constitutes, 
without a doubt, their basic contribution: the attempt to 
subject to criticism the economic reasoning of the 
classical economists in those precise historical moments 
in which the truly innovative and radical component of 
bis theories reached greatest significance. 

After many years of working in a form of agrarian 
socioeconomic organisation based on concepts which 
were 'not very innovative nor producing changes' in the 
models of the relationships between man and nature, and 
from the coordinates of quite a stable sociocultural 
order, the truth of the matter is that the champions of the 
Industrial Revolution managed to introduce into the 
theory and practice sorne revolutionary new conceptions 
about the relationships between man, nature and society, 
based on the conviction that much more wealth and 
new and greater potential could be achieved from 'human 
nature' than were originally and spontaneously present. 

Concepts such as capital and productive labour implied 
fundamentally innovative approaches and ideas which 
meant an authentic break with the preindustrial order. 
Ideas which were logically preceded by transitional 
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social and economic experiences which were propelled 
by vigorous cultural movements as ideological pro
pounders of change. Thus it is precisely in this context 
of change, and in the light of the new historical experi
ences - and their first results and confusions - that the 
first critical formulations against the newly emerging 
social arder must be understood. Critical formulations 
which, in terms of antagonism, spring up in specific 
reference to a given social order, which still reflect the 
influence of the social structures typical of the trans
forming agrarian world. It is its historical nature, 
therefore, that explains its own limitations, as far as 
what from today's viewpoint would be considered 
criticism of past ghosts. 

2 DIMENSIONS OF THE CRITICISED 
ECONOMIC REASON 

The newly emerging indushial-capitalist order was 
driven by two important motors clearly perceived by the 
classical economists, both in terms of their nature and 
of their mechanism. And the early socialists too had 
something to say about these two elements, and about 
their specific operativity in a free-exchange economy. 

The first element was capital, understood as something 
'much more' than simply a quantity of money. Capital 
was seen as an instrument of productivity, which had to 
operate in accordance with new laws ( depending on the 
new order) in order to make the most of itself: in particular 
in accordance with the criterion of maximum profit and 
minimum cost, in a context of evident non-regulation of 
the market, of laissez faire. Historically, however, the 
spontaneous operativity of capital was initially postulated 
from positions of a lively liberalism, intent on actively 
breaking up the previously established social order. Max 
Weber analysed perfectly the finality component of early 
capitalism as the 'doing' force - able to revalidate its 
destiny- in bis famous study of The Protestant Ethic and 
the Spirit of Capitalism.2 

The second driving force of the new economic reality 
was labour, seen not only as the application of merely 
a more or less arduous physical activity aimed at covering 
the satisfaction of necessities, but as producti ve labour, 
as an important source of wealth, along with capital 
and land. The revolutionary nature of this new conception 
of labour, and its enormous potential within the 
framework of the new forms of economic organisation, 
was the object not only of the famous theorisation of 
Adam Smith about the division of labour demonstrating 
its undeniable advantages, but it was soon cleady exem
plified in practice with the application of the new 
techniques, machinery and organisational systems which 
made possible an extraordinarily excessive yield of 
industrial labour. 

The trade union and political thought and practice of 
the socialists denied these new approaches, questioning 
the general practical subordination of the labour (human) 
factor to the capital (dehumanised) factor, and analysing 
the specific effects of what they had of exploitation - and 
alienation - of labour and of appropriation - and super
concentration - of capital, challenging also, in the case 
of communism, the material practice and the inherent 
suitability of the market self-regulation, with such 
important experiences as that of the organisation during 
more than half a century of a planned centralised 
economy in the USSR. But, nevertheless, the bases of 
the new economic rationality were never brought 
profoundly into question. Hence the tendency to non
rational fetishism of the communist systems and their 
later virtual failure, and hence the signs of critical and 
intellectual exhaustion visible nowadays in certain leftist 
circles. 

3 NEGA TIVE/CONFLICTIVE EFFECTS WIIlCH 
ARE CRITICISED 

The imperative of the economic rationale underlying 
the formulation of the new order produced important 
specific practical effocts with a negative character on the 
dynamic of society, which were largely foreseen and 
denounced by sorne of the most brilJiant critics of the new 
arder. 

As far as labour was concemed, its development in 
accordance with the logic of a free market gave rise in 
the first instance to situations which were deserving of 
very harsh criticism (inhuman prolongation of the 
working day, poverty wages, alienation, exploitation, 
pauperisation, etc.). Thus, in the new capitalist industrial. 
system, although the new forms of labour implied greater 
overall productivity, and might be considered a mani
festation of the historical superiority of the new type of 
economic rationality, they in fact also implied important 
elements of disruption and negativeness both for the 
balance and adjustment of the system (from the point of 
view of so-called functional neutral objectivity), with its 
conflicts, tensions, alienations, etc., as well as for human 
and social progress (from the political and ethical point 
of view ), with its lack of social justice, of humanity and 
of civility. 

In a sense, sorne of the socialist criticism of the 
negative aspects of the new social model became - and 
in fact operated as - a self-regulatory mechanism of the 
system, which due to the social pressure was little altered 
and became less conflictive, less unfair, less malad
justed and so on. In fact what has happened with this 
softening of sorne of the more negative social and human 
effects implicit in the new economic and capitalist 
rationale represents a significant example of the 'theory 
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of social prognosis which belies itself, similar to what 
happened with the predictions of Malthus with regard 
to the trend of populations to grow at a faster rate than 
their ability to produce more food. 

Thus the new inflections introduced into the logic of 
the socioeconomic system - largely due to the pressure 
of the working-men's movement - have affected and 
altered the logic of the market and the principie of 
absolute free exchange, to the point where at present in 
most of the European countries with 'truly existing 
capitalism' it no longer corresponds to the original pure 
model, but has become a socially amended capitalism 
which has even allowed the rise and the development of 
such experiments as the Welfare State. Current capitalism 
has not always maintained the criterion - pure ideology, 
specific rationality - of the capitalism theorised about 
by the classics. 

And yet, just as it can be said that the chemically pure 
form of capitalism practically no longer exists in our 
time, has the concept of labour really altered from how 
classical economists such as Ferguson, Miller or Marx 
himself understood it? In fact the classical conception 
of productive labour has in man y respects not yet been 
the object of theoretical adaptation to the demands of 
present circumstances, especially to those arising from 
the current technological revolution. B ut that is another 
matter. 

In short, it can be said that in our day the role attributed 
to labour has been strongly questioned, both from the 
practica! and from the theoretical standpoint, in 
accordance with the logic of economic reason in its 
classical version. In practice, it has been brought into 
question, with the development of neo-capitalism, with 
the virtual role of the trade unions as a real counter-force, 
and as collective agents taking part in the discussion -
and they are influential - of economic self-regulation, 
sometimes with an important part to play (at least until 
the economic crisis of the 1970s, the neo-conservative 
offensive and the impact of new technologies began to 
bring the social-democratic balance of the 1960s and 
1970s into question); and in theory, they have likewise 
been questioned from different standpoints, because of 
the ideological impact of the new humanist Marxist 
approaches which became so popular in the 1960s.3

Thus during the 1960s and 1970s, democratic 
socialism developed a strong practica! and theoretical 
impulse of affirmation of the prevalence of social reason, 
not only as a mere factor of rebalance, but basically as 
an element of its own corresponding to a logical scale 
of priorities in which no reified body should be placed 
above social, political ... and, in short, human criteria. 

As for capital, seen as the great motor of the new 
capitalist order, and the antagonistic element par 

"excellence of socialist critical theories, the dynamic of 
history has introduced more than a few changes, both in 

its operational methods and in the effects these produce 
on the social whole. 

Traditional criticism of the logic of capital centred on 
the socially unfair appropriation of the excess of work 
processes and on the risks of the progressive concen
tration of more and more economic, social and political 
power in few hands. For many years the political 
criticism of capital as the foremost antagonistic element 
of socialism was upheld by reference to fairly specifi
cally identified social groups and figures, in the local or 
national spheres where in fact the organised socialist 
movement operated. Nevertheless, the capitalist 
economic system has inflected its operation signifi
cantly during the last decades, working also in fact-and 
successfully - within the framework of models of mixed 
economy, in which its growth dynamic - as an economic 
force and as a sociopolitical force - has been limited by 
the concurrence of other forces and by more or less 
precise regulatory mechanisms of economic activity. 

The acceptance of such mixed and tempered formulas 
of economic 'functionality' and the little attention paid 
in the socialist tradition to other non-economic logics of 
action and legitimisation, have given rise over the last 
decades to a certain inhibition in the criticism of capitalist 
economic rationality in a context of socialist circles 
which either did not know how to renew their messages 
and theories in time, in accordance with the demands 
arising from the changes taking place, or remained 
anchored to old critical clichés already outdated in the 
specific reality. 

In this kind of context, the lack of an effective critica! 
pressure adjusted to the new realities, combined with the 
demands for changes imposed by the economic crisis and 
the needs for remodernisation of the apparatus of 
production, and finally the crisis of communism itself, 
have given rise to a clear distortion of analysis and 
evaluation in which absolute criticism of practically all 
the criteria of socialist orientation appears united with 
the simplistic pretension of proclaiming the empirically 
demonstrated success of the liberal-capitalist model. 
The neoconservative political and intellectual offensive 
aims at presenting a compartmentalised vision of the 
impacts of change, as if the changes only affected the 
communist and social-democratic models but not the 
liberal-conservative ones. In this way, behind the dust 
arising from the demolition of the Berlin wall, they are 
trying to hide the real crisis underlying the liberal model, 
a crisis which is possibly the most important with which 
we shall have to contend in the coming years. 

Communism/socialism is criticised, the crisis of the 
economies of the Eastem bloc is spoken of and analysed 
in detail at the same time as capitalism is glorified and 
the success and political heritage of the liberal-democratic 
regimes is blessed, as if it were really the 'end of the 
story'. This is an attempt to make os forget that, in fact, 
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the present failure of capitalism is reflected in, among 
other things, its incapacity to establish a f&ir, harmonious 
and effective intemational economic order and a suitable 
social and ecological balance. On the debít síde of 
modern capítalism, one must mention, ínter alía, its 
incapacity to eradícate starvation, poverty and ígnorance 
in the world (the most pathetic example of whích is the 
death of míllions of human beings every year through 
starvation), environmental imbalances, the nuclear 
danger and the arms race to whích ímportant resources 
are devoted, resources which properly used could make 
an important contribution to the alleviation of starvation, 
ignorance and disease on thís planet. How can an 
economíc system whích malees these things possible 
be consídered the best possible and as the story's happy 
ending? Can one on the basís of these facts legitimately 
give up on the possibility of other historically more 
humane and more civilised options? Is this kind of 
regime one which will allow - and guarantee - the best 
use of our present resources, knowhow and capabilities? 
That is the question. 

As a result of all this, what deep down has to be 
rigorously discussed are the changes, reforms and 
improvements necessary in our present economic 
systems, as they operate today on national and intema
tional levels, in order to make these systems work in 
accordance with undistorted social and humane criteria. 

These are the questions of substance which must be 
understood not only by those who tend to lock 
themselves aw�y in a 'technocratic management' devoid 
of political horizons, but also by those trade union 
leaders, obsessed only by the idea of getting a 'bígger 
slice of the cake', who do not pay enough attention to 
the need for introducing changes in the logic of power, 
of economic management and social co-responsibility 
to off er possibilities of new social and economic 
directions. The monetarist and economic debates and 
approaches are at times provoked and encouraged both 
by sorne high economic managers operating as authentic 
patriarchs of macroeconomícs, as well as by sorne 
assertive trade union corporativists incapable of seeing 
beyond the tip of their noses. 

To sum up, in the context of changes outlined on the 
hístorical horizon we socialists must be capable of 
adapting also our criticism of the reification of capital 
- in both its senses - to the new reality.

In this way, one will have to adapt to the new laws and
virtual críteria with which capital is already in fact 
operating, to the changes in the very role of property 
( often it is not the mere deed, but the virtual 'right of use' 
that matters ), to the emergence of new economic agents 
which play extremely important roles (the technocrats 
and the executives of large corporations, as opposed to 
the model of the traditional Boss), to the new structure 
of intemational economic forces (multinationals) which 

escape the control of national govemments, and to the 
new elements of socio-economic and environmental 
imbalance (where ecological reasoning takes on crucial 
importance in the definition of a new non-Darwinian or 
non-predatory way of understanding the relationships 
between humaníty and Nature). 

And among ali these new elements to be considered 
- and not the least important - one must not forget the
new forms in which the real power of capital is demon
strated in the societies of our time, through the cultural
industries, through enormous news conglomerates and
through the control of strategical sectors in education and
services.4

4 ECONOMIC RATIONALITY AND SOCIAL 
RATIONALITY 

Economic rationality, as a new form of instrumental 
social rationality and new system of values, was, as we 
have already remarked, an extraordinarily important 
factor of revolutionary change at the dawn of the 
Industrial Revolution. Economic rationality contributed 
to the drive towards an unprecedented sociohistorical 
change, unblocking the established systems of 
domination and production which had remained firmly 
in place for millennia. It is in this sense that the thoughts 
of classical economists can rightly be considered 
profoundly innova ti ve in theory and practice, con
tributing to the spread of new mentalities, of new social 
practices, and above all of the new forms of under
standing and organising economic production, so that a 
degree of material progress and practica! scientific 
development was allowed such as had never been known 
in the history of humankind. 

The new economic rationality, in short, has made 
possible the giant leap forward in the progress of civil
isation, freeing and generating material resources as 
had never before been imagined; resources which in 
turn made for new challenges, new goals and scientific, 
political and economic achievements which have opened 
- or may open - ambitious perspectives placing human
beings (civilisation) face to face with genuinely new
frontiers. The edges of the world, we might say, were
opened up unsuspectingly, beginning with the appearance
of the capitalist industrial world, setting off a genuine
revolution of expectations and possibilities.

But the economic rationality and the new system of 
values it implied not only broke down the traditional 
world, creating tensions and conflicts of adjustment, 
but also gave rise in tum to new forms of contradiction 
and conflict, examples of which are so well known as 
to make it unnecessary to quote them here. Above ali, 
it gave rise to the so-called social question. As a result, 
after a period of explosion and vigorous implantation of 
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the new economic thought, which enshrined 'economics' 
as the new science, there followed a period of intense 
reflection and attention to the problems of the social order 
in which a new discipline was developed - sociology -
and during which socialist thought and the organised 
working class movement emerged. The development of 
'social thinking', the appearance of sociology, and the 
emergence of socialism constituted three diff erent 
reactions to the social problems arising from the devel
opment in practice of the new social systems, guided 
spontaneously by market laws and the new forms of 
capitalist economic rationality. 

When the new situation is seen in sufficient historical 
perspective, however, it seems evident that capitalism 
has not been able to generate stable societies. It is true 
that historically it has 'promoted progress', but, at times, 
'at the expense of social dislocation'. It has not prevented 
the totalitarian risk nor the risk of warring barbarism and 
genocide, as the phenomenon of fascism showed.5 How
could the nazi phenomenon arise in a cultivated and 
civilised European country like Germany? Here we 
have an extreme case of the weakness of a model of the 
economic system that on its own has no precise 
mechanisms capable of avoiding economic strain and 
commotions and social disorders of such a nature as to 
lead to the creation of situations of social and political 
tension capable of dragging public opinion in civilised 
countries into deplorable and suicida! extremisms. 

What then is really the rationality of which the 
theorists of capitalism speak? Is it conceivable to think 
of an economic rationality without social rationality? Can 
one divorce economics from politics? 

The social tension introduced by the practica! appli
cation of criteria determined by the economic rational
ity and the new system of values that it implied, explains 
the dynamic of the political events of the last century and 
the various attempts at finding new forms of social 
balance and systems of economic and social rationality 
other than those of the liberal-capitalist model. 

The particular new contradictions and problems 
arising along the path of social evolution and the 
difficulty involved in establishing formulas of altema
tive balance, have shown not only that the economic 
rationality had to be subjected to a coherent and 
consistent criticism from. social rationality, but also that 
the new system of liberal-capitalist values had histori
cally been on a collision course with the very demands 
- and potential - of progress and of social and envi
ronmental harmonisation.

In the present sociohistorical situation, the criteria of 
maximum profit at mínimum cost and of free exchange 
at ali costs not only lead - if not controlled and limited 
by moral and social instances - to the persistence of 
situations of grave duality, but also may give rise to sig
nificant tensions and social and environmental disorders, 

accompanied by an important dimension of disarray 
and imbalance in the intemational order. 

In this way the absolutely applied values of capitalism 
- individualism, lack of solidarity, competitiveness,
etc. - have become dysfunctional for humanity's
historical and humanistic progress and for social harmony
and justice, which cannot be thought of in our times
without the criteria of environmental balance, the
conquest of hunger and of the tremendous international
inequalities, the development of new fonns of democratic
participation, and the impulse of new cultural forms
and initiatives. Certainly the dualisation of images and
possibilities offered by the two cultures and the two
systems of values implicit in the differences between
humanistic and renewed socialism and liberal-conserv
ative capitalism perfectly illustrate to us the true nature
and scope of many of the options today under debate.

lt is true, as sorne will remind us, that nowadays we 
must not ignore the fact that the failure of 'real socialism' 
is going to exercise a negative influence for sorne time 
on the 'presentation' and public acceptance of socialism' s 
values of solidarity versus the individualistic values of 
capitalism. In this way the cosmovision inherited from 
the French revolution through liberal thought (and today 
through neoconservative thought), with its affirmation 
of the supremacy of individual freedom, may be 
hegemonic - as indeed happens nowadays - in sorne of 
the most developed countries on this planet, relegating 
other values implicit in the spirit of the French Revolution 
like equality and fratemity to a secondary level, along 
with other values of solidarity inherited from, or 
influenced by, other cosmovisions or ideologies 
developed throughout the progress of civilisation - such 
as the Roman concepts of ius equitas and humanitas, the 
religious values of charity, piety and the ideas of 
compassion, commiseration and comprehension, etc. 

Socialism must be capable of succeeding in inte
grating and projecting a lay 'vision' and a future 'vision' 
of ali these concepts and values of solidarity and co-par
ticipation, in hannony with the criteria of freedom-par
ticipation and personal autonomy, in as much as these 
values are a remnant of civilisation which must be 
maintained and intensified. And these values and criteria 
must be maintained and developed for moral reasons 

· 
(because they represent a higher criterion of human 
life, of social and cultural maturity), for social reasons 
(because they are an expression of the progress of civil
isation) and because of the survival instinct (in as much 
as social solidarity is one of the most e volved elements 
of the logic of living, just as in the real dynamic the 
adaptive superiority of what is social has demonstrated 
itself). In this sense, the cultural and political projection 
of the socialism of the future cannot but consider the need 
to contribute also to the reinforcement, in the very 
conscience of the human species, of the values of 
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solidarity, of social-environmental balance and of the 
global planetary views. 

5 CURRENT EV ALUA TION OF ECONOMIC 
REASON 

As for the social prevalence of economic reason (as 
a basic factor of historical progress), just as it was 
formulated by its theorists, and just as it operates 
nowadays in 'corrected social capitalism', can this 
conception still be considered as a factor of progress? 
Does it promote the greatest possible degree of wellbeing 
that we can achieve? Which is more important nowadays: 
the economic criterion of creating greater wealth, or 
the social criterion of generating more wellbeing? Which 
is at present the principal social goal? Must we think of 
the wealth of nations or of the wellbeing of nations? Can 
the model of capitalist economic rationality, even with 
its adaptations, solve the basic social problems of modern 
societies? Does it avoid the disorders and conflicts? 
Does it introduce sufficient self-regulatory social 
mechanisms? 

These are without a doubt sorne of the questions 
which we must answer in order to assess the current 
relevance of the model of economic rationality based on 
the proposals set out by sorne of the most brilliant 
classical economists almost two centuries ago. 

Beyond the logical historical timelag of these 
positions, it is true that the criticism of economic reason 
can and must be based today on: 

reasons of moral necessity (to affirm the primacy 
of the values of solidarity) 
reasons of social necessity (to avoid the social 
disorders, conflicts, instability and inequalities both 
national and intemational) 
reasons of political necessity (because of the need 
to keep politics 'autonomous' with a specific role 
in decision-making and in setting social, human and 
scientific goals, etc. unrestrained by the asphyxiating 
and limiting influences of the great economic forces 
not controlled politically) 
reasons of ecological necessity (by the require
ment of conserving the environmental balances 
from the depredatory exploitation of natural riches 
and energy resources). 

In short, socialism should be understood to be a moral 
and social reaction and a political and economic alter
native against the ingenuous economic reductionism 
and absolutisation of economic rationality. 

Logically, nothing of this - not even grave environ
mental problems - must lead to reactions of 'funda
mentalism', nor to non-rational pre-scientism which 
has happened in sorne ecological circles. About-tums in 

history are neither possible nor advisable, nor can the 
virtual designs of the future be thought of in terms of 
'self-sustaining' ghettos of prosperity, or of narcissistic 
self-sufficiency. The key is knowing how to harmonise 
the criteria of economic growth and social progress, 

defined as two complementary reference points that 
can only give rise to a positive social balance if tempered 
in accordance with a more general criterion of social 
rationality, based on social and human priorities. One 
such priority, logically, would be to optimise available 
resources to reach ever higher standards of living. The 
element of balance that should be introduced from the 
standpoint of social performance should lead us to the 
conclusion that economic policies addressed to achieving 
higher standards of living should not be pursued 
regardless of the cost. 

6 MARKET, SOCIAL EQUITY AND FREEDOM 

One of the perverse effects of the current collapse of 
the communist economies is the tendency to present this 
collapse as the definitive proof that the free market is the 
only possible element of economic rationality. For this 
reason, it is particularly important nowadays to avoid all 
attempts at the ingenuous fetishization of the market, both 
in its positive and negative aspects. The market has 
only an instrumental function, and must not be 
considered as an exclusive instrument or mechanism of 
capitalism, of the capitalist economic rationality. The 
market existed before capitalism and can exist in the 
context of non-capitalist systems. Today the market is 
an instrumental reality assumed by everyone, including 
the socialists, with people who are talking now of the 
model of 'market socialism'. 

The distinctive aspect of capitalism, apart from its 
adherences and circumstantial historical elements, is a 
specific form of economic rationality, of the enshrine
ment of the principie of maximum yield over and above 
any other moral, social or political consideration. This 
rationality is expressed in terms of a non-critica! 
scientism, which tends to justify and consecrate the 
logic of established social inequality. From this basis, 
the three distinctive characteristics of the capitalist 
model of production can be seen as: acceptance - and 
justification - of an alienated/exploited form of labour, 
an unlimited or little-limited system of appropriation of 
capital as a productive factor and de facto power, and a 
principie of non-interference - or hardly any interference 
- by public authorities in the functioning of the economy
(free exchange).

In the exact context, then, of the events that are taking 
place in the world, and of the development of economic 
and political debates, one of the priority demands for 
socialists is to define our position about the market, 
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about the logic of the free interchange of goods, mer
chandise and services, clearing away any possible obscu
rities and ambiguities which may have existed in the 
development of our political theory. 

Today's market must be recognised as a distribution 
mechanism which has demonstrated reasonable instru
mental functionality under competitive conditions. This 
is a point of fact and there is no point in maintaining a 
political discourse divorced from what we socialists do 
or postulate in reality. 

The question is largely a practical matter - how to 
guarantee the conditions of competitiveness and 
efficiency of the market - which has undoubted theo
retical scope: Is freedom socially divisible? Can we 
organise, in a complex society, one sphere of social life 
following criteria of freedom while another is organised 
without freedom? 

Of course the question is not trifling, and must also 
be considered in terms of other facets of social com
partmentalisation, which effectively operates in most 
industrialised societies, for example in the sphere of 
labour organisation (where the criterion of non-partic
ipation, of the inapplicability of democratic procedures 
prevailing in other social spheres, simply cannot be 
accepted). 

In any case, if we assume that the market is a 
mechanism for the distribution of resources that has 
historically worked better than others and that today 
seems difficult to replace, and if we are also convinced 
of the need to avoid a divisibility of freedom and a 
compartmentalisation of society into isolated sectors, then 
we must agree that our efforts must be addressed towards 
mitigating the dysfunctions that can be shown in the 
practica! dynamic of the market, and to preserve an 
effective operativeness of freedom in ali the spheres of 
society, to prevent the freedom without limits of sorne, 
or the excessive concentration of power in the hands of 
a few, that might end up limiting the effective freedom 
of many. In short, this must also be a question which we 
should approach openly and flexibly, aware that the 
solution must be considered in a framework of balances 
and mutual social adjustments, sticking closely to the 
dynamic of the specific social reality. 

The market, to sum up, must not be considered as 
either a panacea to resol ve all economic problems, nor 
asan unquestionable fetishized reality, not subject to any 
limitation. The market is not an end in itself, but an 
instrument that we socialists consider in the light of 
specific social, moral and political criteria. 

Thus the debate about the market cannot become, in 
itself, a debate about simple principies or about ideas 
divorced from reality, not only on methodological 
grounds (we must avoid falling into abstract induc
tivism!), but also because nowadays it is possible to 
interpret the functioning of the market in different ways. 

If we take the criteria of freedom as our starting 
point, there are nowadays at least two possible models 

for interpreting the functioning of the market, in terms 
of the role of the state itself, its room for manoeuvre and 
the social effects it produces. 

The first model corresponds to what we might con
ventionall y classify, not without sorne bias, as the 
Darwinian market. This refers to a market operating 
under the principie of laissez f aire, with little or no 
regulatory intervention by the state. This is precisely the 
model of market that has functioned in the specific 
praxis of the development of capitalism. Thus, nowadays, 
we have at our disposal quite precise knowledge of the 
effects and results it produces. That is to say, we may 
assess its results not on the basis of general reflections 
on 'principies', but on the basis of specific empirical 
knowledge. 

Such empirical knowledge about the functioning of 
the unregulated market allows us to know its limits as 
far as efficiency is concemed and the problems it has 
been unable to solve. 

There are many studies analysing these gaps and lim
itations, so here we shall only recall sorne of them: the 
market cannot neutralise the effects of the cyclical 
crises, the free dynamic of the market creates inequal
ities and dualities and gives rise to a concentration of 
power in the hands of a few, which only anti-monopoly 
legislation and the trade union forces have been partially 
able to restrain; the market by itself does not guarantee 
adequate protection of consumers' rights (if there is no 
control over product quality), nor the satisfaction of 
basic needs for all the citizens (if there is no public 
offer of social services for health, education, housing 
policy, etc.); nor does the market by itself provide 
solutions for the integration of different conflicts of 
interest caused in the dynamic of economic activity; the 
market by itself does not guarantee employment - or a 
decent standard of living - for the total mass or the 
greater part of citizens; finally - still without exhausting 
the subject - the free spontaneous play of the market 
forces does not prevent what is in fact happening; the 
pollution of air and water and the predatory and 
dangerous use of energy resources. 

In short, the market by itself is blind and does not 
understand social, moral or environmental issues, with 
all the risks that that implies. Hence, ali judgement of 
the economic functionality of the market, as an 
instrument of resource distribution, must be accompa
nied by a complementary assessment of the social dys
functionalities it introduces, or may introduce. 

Thus the core debate about the market is currently 
centred on the establishment of the limits to be fixed on 
its dynamic to avoid the social dysfunctionalities and to 
guarantee its efficiency, conserving the precise balance 
between freedom and social equity. 

Hence there is nowadays a certain measure of 
consensos being created in important socialist circles to 
produce a socialist reading of the market's functional
ity. In consequence a second possible model for under-
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standing the market is that which we might call regulated 
social market, identifiable in the type of mixed economies 
being developed in sorne European countries; economies 
in which the market is seen in its most exact instrumental 
sense, without prejudging the options adopted as to 
public or prívate ownership of a partof the economy, the 
systems of participation or co-responsibility in companies 
and the socially balancing role of the state itself. 

Indeed, possible distortions in the laws of supply and 
demand, due to the spontaneous dynamics of the market 
leading to increased concentration of economic power 
in prívate hands, can only be prevented where the state 
plays an effective role in balancing market forces. lt is 
in this sense that we can say that only an 'active' state 
will be capable of preventing the dysfunctionalities of 
mega-power and egotistical points of view by watching 
over the restoration of conditions of equality for ali and 
sufficient achievement of general social objectives. 

In other words, under this m,odel, the state guarantees 
market operatability in the medium term, by restoring 
the mínimum conditions for correct competition, 
preserving the necessary balance, and harmonising, in 
social practice, the principies of freedom and sufficient 
equality to ensure freedom. 

The profile of this model has still to be worked out to 
a large extent, on the basis of the assessments of practical 
experience and the theoretical contributions which are 
now being formulated. But in any case this market 
model is not to operate in accordance with an abstract 
economic rationality or with one established without 
regard for human and social needs, but rather on the basis 
of a clear prevalence of social rationality, understood in 
its widest possible sense. 

The criteria to be considered from this point of view 
will be: economic freedom, rationality and speed in the 
distribution and allocation of resources, possibilities of 
social improvement and sustained economic growth, 
guarantees of sufficient equality for ali, reasonable har

monisation of the social interests in the presence and 
preservation of the necessary environmental balances. 

In short, it is once more a matter of trying to strike that 
difficult balance between freedom and equality, which 
for many socialists have always been two sides of the 
same coin. AH these questions are apparently clear in 
terms of principies - and of wishes - but they undoubt
edly present important complexities and problems in their 

practical application which we should be able to solve. 

7 SOCIALISM AND THE CRITICAL 
DEVELOP:MENT OF SOCIAL RA TIONALE 

Accumulated historical experience with regard to 
functionality and dysfunctionality and the achievements 

and the problems of the capitalist economic model, 
together with the experience of socialists themselves in 
recent decades, provide a good basis from which to build 
socialism of the future. Certainly, we are in a much 
better position in this respect than the socialist politicians 
and theoreticians who took on that task at the beginning 
of the social and historical cycle. Although the events 
of recent years may have aroused considerable doubts 
in the minds of man y, there is no question that these 
events have enormous illustrative potential, if we can 
draw the appropriate lessons from them. 

Sorne think that the collapse of so many myths, and 
the speed of such changes, has left the socialist field of 
reference bereft of landmarks. A discussion of the efforts 
of countless socialists in 'correcting' the course of 
historical trends which might have led who-knows

where without them, is certainly beyond the scope of this 
essay, as is a comprehensive listing of socialism' s man y 
positive political accomplishments, in particular in the 
realm of social-democratic political experience since 
World War II. But even so, we socialists must be capable 
of facing up to the future, no matter how bleak, of 
admitting in ali sincerity that right now there are voids, 
that we do have doubts, even though this may lead us 
to acknowledge that we are only sure about what we do 
not want: we do seem to know intuitively what we 
should do in the future, while we debate what we are 
going to be able to do in the short' term. 

This capacity to face up to reality and to the immediate 
perspectives of socialism will provide the strength 
needed to renovate the theory and the praxis of the 
socialism of the future. And to gather this strength and 
channel this energy towards the future, we must begin 
with the basics. Toe first step must be a finn commitment 
to developing a rigorous critique of social rationale, 
delving deeper in our analysis of the model of capitalist 
economic reason. 

In this regard, we socialists must not underestimate the 
extent and the resol ve of public opinion in several of the 
most advanced Western European countries - a resol ve 

which seems to be spreading fast to Eastern Europe -
where the superiority of the economic rationale of 
capitalism goes unquestioned. Do we have truly 
convincing and effective alternative arguments to 
challenge such opinion? Can the prevalence of social 
rationale over the economy be considered to be an obvious 

truth, calling for no further demonstration? Have we 
socialists been convincing over the last few decades in 
our analysis and our arguments? lf not, why not? 

The specific dynamic of politics seems to show that 
there is still a need for severe, renewed and coherent 
criticism, in keeping with the new political context. It 
would be a serious mistake to assume that such a critique 
has already been completed, or to interpret socialist 
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culture to be closed in behind locked doors, or self
justified. 

Hence the need for the left to make a greater effort in 
undertaking the development of theory (the ideological 
battle) if we are to refute one of the greatest analytical 
about-faces to occur in social history. This is not simply 
an academic question, a matter of mere principie, but 
rather a subject of undoubted practical applications and 
with increasingly visible consequences, in areas such as 
the deterioration of the environment, the huge intema
tional inequalities and the deterioration of society which 
can be observed in sorne of the most advanced indus
trialised societies. 

It will, of course, be very difficult for the left to 
overcome current inadequacies in the development of 
effective replies and arguments capable of lessening 
the impact on public opinion of sorne of these 'eco
nomicist' views (which seem to ignore the need for 
global social approaches), unless it manages to escape 
a certain theoretical 'inertialism' which still has con-
. siderable influence in sorne circles. Nor can we overcome 
these inadequacies if we are unable to comprehend the 
negative effects of certain tendencies towards excessively 
short-sighted 'pragmatic administration' which may 
entail the risk of ideological or critical disarmament; the 
risk is particularly high in unfavourable economic cir
cumstances in which specific political accomplishments 
cannot be presented as de facto arguments, valid in 
their own right, without further consideration of political, 
moral or ideological questions. 

Por this reason we on the left have to be prepared to 
defend political priorities over the so-called scientific
economic priorities, thus preventing the economy (a 
rather simplistic view of the economy) from being 
removed frorn the sphere of political decision, of debate, 
of the consideration of other options, of the harmoni
sation with non-materialistic human and social priorities, 
etc. 

Sorne models of economic functionality and certain 
ways of understanding the economy do not of course 
mean the 'end of the history', nor can they be considered 
to be beyond the concept of political choice, of social 
choice, of 'intellectual' will itself, the ability to think in 
terms of options and possible altematives to established 
models. This is perhaps the ultimate meaning of freedom: 
the possibility to choose and, above ali, the will to think 
in terms of altematives, of social projects undergoing 
improvernent, adjustment and progress! 

In order to overcome the risk of social sclerosis, then, 
we must subject economic rationale to social criticism, 
thus revealing the fallacies of closed econornicist reduc
tionism, justified on the basis of its own logic. To this 
end, we have to construct clear and convincing arguments 
which will enable a majority of public opinion, especially 
in more highly developed countries, to understand that 

social order is not to be judged solely in terms of com
petitiveness and economic efficiency at any price. 

The false dilemma 'efficiency/inequality', which is 
typical of classical economic thinking, had sorne 
historical virtuality, precisely because of the role played 
by classical economic thinking in overcoming the stable 
and limited traditional-agrarian order and in the 
revolution of the expectations and possibilities which it 
prompted. 

B ut in toda y' s world, any attempt to defend the 
prevalence of the idea of efficiency over that of 
equity/equality is in effect an attempt to turn the logic 
of reality upside down from the point of view of human 
priorities, especially at this particular point in time and 
in societies which have already attained a certain degree 
of development The question is, then, to what extent the 
strengths of historical capitalisrn (self-centred individ
ualism, darwinistic competitiveness, etc.) have becorne 
dysfunctional and regressive, limiting the possibilities 
of human progress. 

The role of the socialisrn of the future must also 
envision the re-establishment of the logic of reality. 
without, of course, embracing pre-scientific methodol
ogy, retro-historical 'fundamentalism' (stepping 
backwards in history is not only irnpossible - it is unde
sirable }, but rather with the will and the ability to 
establish socially coherent human priorities. 

The criticism of neo-liberalism in this light must not 
be based on strictly economic premises, but on global 
social principies, capable of overtuming naive historical 
fetishisms and restrictive economic thinking. 

The current task of socialism as regards the definition 
of economic policies should consist of political eff orts 
to specify- both theoretically and politically "Z"ways to 
change, reform and improve the operation of present 
econornic systems in order to achieve new goals in 
social and human progress. 

Foremost among the questions that these.great goals 
should address are: the need to avoid the risks of asphyx
iation by the predominant economic powers in forging 
general policy; the development of new altemative 
models of econornic administration and of new strategies 
for social co-responsibility (economic democracy is 
one of the most important perspectives in the strategic 
development of socialism); and last, but certainly not 
least, the need to build a new and more fairly balanced 
intemational economic order. 

In short, the first step to be taken to organise society 
from the perspective of continuing progress and to begin 
to construct a new domestic and intemational economic 
order is to organise our own ideas, refuting the reasoning, 
prejudice and clichés on which the classical model of 
capitalist economic rationale has been based and which 
the neo-liberals have today embraced so enthusiasti
cally. Theirs is a model of economic rationale whose 
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purported scientific basis has been historically justified 
on the basis of an alleged unquestionable which is no 
longer valid in social and human terms. 

Notes 
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ECONOMIC AND 

INDUSTRIAL DEMOCRACY 

IN A MARKET ECONOMY 

Ulf Himmelstrand 

Neo-liberalism has not yet won a total victory, but after 
the collapse of the centrally managed economies of 
Eastern Europe it has certainly gained considerable 
strength- as if there were only two altematives: neo

liberalism and so-called 'real socialism
, 

of the East 
European type. Even in the Scandinavian countries 

where social democracy and social liberalism have been 
so deeply ingrained in parliaments and national gov
emments for so many decades, the basic beliefs of neo

liberalism in the superiority of market mechanisms in 
every respect, including the privatisation and marketi
sation of public services, has made significant inroads 
not only among conservatives but also among social 
liberals, and among a few social democrats. In conti
nental Europe and in Great Britain, neo-liberalism would 

seem to be virtually hegemonic. Under such conditions 

a serious discussion of the advantages of economic 
democracy may seem out of place, and a bit outdated. 
Still I maintain that this topic is well worth discussing 
from the new vantage points which are emerging in 

Europe. 
What is economic democracy? While we should be 

prepared to make our definitions more precise in the 
course of this discussion, we certainly need a first, 
tentative idea at the outset about its meaning. 

Economic democracy is an institutional arrangement 

which makes it possible for democratically elected 
representatives of a nation as a whole to affect the per
fonnance and products of the economy and the public 

sector, and its production methods, where market 

mechanisms alone do not seem to make investments, 

production and sales move in a direction desired by 

a democratic majority, and where market mechanisms 

furthermore are unable to supply varieties which 

satisf y the needs and tas tes of significant minorities 

without sufficient purchasing power. Among the 

'products of the economy
, 
I include so-called negative 

extemalities in the shape of air and water pollution, 

toxic wastes and risks of accidents encompassing 

whole societies, even if these risks are small. 

Economic democracy often (but not always) 

includes industrial democracy, through binding 

agreements between trade unions and company man

agements, and through workers
, 
co-determination or 

self-management, as a way of assuring overall 

industrial efficiency, as well as the quality of the 

work environment and of working life. But it is also 

possible to introduce industrial democracy in single 

industrial firms, or public outfits without achieving 

economic democracy in the broader national sense. 

A neo-liberal could not possibly accept a definition 

of economic democracy which sets ofi the area where 

market mechanisms are inejfective as a primary domain. 

A neo-liberal firmly believes that market mechanisms 

are effective in every sense except perhaps the mainte

nance of a legal system, law enforcement and national 

defence. 
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It should be pointed out here that the tentative 
definition suggested above in no way implies that market 
mechanisms should be eliminated totally, or that 
ownership and control of capital be totally nationalised. 
Private or corporate ownership of the kinds predominant, 
say, in Sweden, and the competition of finns on national 
and/or international markets (which has been the rule 
even under social democratic govemments in Sweden) 
are fully compatible with economic democracy as I 
have defined it. Not only Swedish social liberalism, 
but also social democracy have maintained the virtues 
of a market economy; but in contrast to neo-liberals 
they have been aware of the limitations of market 
mechanisms, and therefore promoted state interven
tions and trade-union activities to supplement the market 

where that has been required. But it is also quite obvious 
that recent events and experiences have made social 
democratic politicians and administrators more aware of 
the limitations of state interventions, and the need to 
make needed public outfits more cost-effective. Most 
obvious are the bureaucratic tendencies inherent in the 
activities of the state, the so-called fiscal crisis of the 
state, and the inclination of sorne private firms to move 
abroad from what they, more or less accurately, conceive 
as unbearable constraints imposed by the Swedish state. 
Therefore, social democracy is compelled to launch 
reforms to make the services of the state more effective. 

THE NEO-LIBERAL CHALLENGE 

The neo-liberal believer in the competitive market as 
a solution to most human and social problems, is 
completely convinced that there is no better way of 
building economic democracy1 than to rely entirely on 
the superior mechanisms of the competitive market. 
Such mechanisms, involving the operation of Adam 
Smith's 'invisible hand', satisfy every single consumer. 
By trying out the 'marginal utility' of alternative com
modities and services off ered at various levels of price 
and quality on the competitive market, the sovereign 
consumer can satisfy ali his own needs, but will also 
contribute to inform producers about the needs, demands 
and purchasing power of consumers through the volume 
of sales, thereby also stimulating every producer to 

improve the combination of quality and price of bis 
products not only for bis own competitive benefit but 
primarily for the benefit of the sovereign consumer. 
And the neo-liberal would emphasise that this wonder
fully human and democratic operation of the market is 
attained without any costly ideological packaging of 
multi-item political-party altematives requiring people 
to set time off for voting in democratic elections, and to 
wait for quarrelling politicians and laggard bureaucrats 
to carry out the wishes of voting citizens. The market 

provides a much less cumbersome and costly one-man 
one-vote kind of situation than political democracy ever 
will be a ble to offer, according to the most doctrinaire 
neo-liberals. 

Today, with our recent experience of the downfall of 
Eastem European 'command economies', we may even 
find sorne neo-liberals demonstrating their acquired 
inability to distinguish parliamentary democracy, 
Western social liberal or social democratic styles, from 
these command economies. Look at Eastem Europe, they 
say, how their whole economic systems have crumbled. 
Soon social liberal or social democratic attempts at 
political interventions in the economies of sorne Western 
countries will similarly cause these countries to crumble, 
since they are essentially built on the same mechanisms 
as those found in Eastem Europe. Political interventions 
in economic mechanisms, or politicising even parts of 
the economy in the name of 'economic democracy' are 
nothing but preparations for disaster! These neo-liberals 
should of course be told most forcefully about the intel
lectual shortcomings involved in their inability to make 
the most elementary distinctions between the command 
economies of Eastem Europe and certain counter-cyclical 
or welfare-oriented state interventions in W estem democ
racies. The attempts by neo-liberals to equate Swedish 
social democracy with the 'real socialism' of Eastem 
Europe, and to consider the collapse of 'real socialism' 
as a sign of the collapse of social democratic designs, is 

nothing but an ideological fraud, an attempt to deceive 
public opinion. However, let me ask you to listen to the 
rest of the neo-liberal credo. In view of its great 
popularity in many European countries we must leam 
to respond to its challenge in a constructive manner. So 
let me take neo-liberalism, and in its limitations, as one 
of my points of departure in trying to understand 
economic democracy. What is the difference between 
neo-liberalism, social liberalism and social democracy 
in this respect? 

SOCIAL DEMOCRA TIC ANO SOCIAL LIBERAL 
CONCEPTS OFTHE MARKET, ANO ITS 
LIMITATIONS: CON1RASTS WITH 
NEO-LIBERALISM 

Social liberals and social democrats everywhere have 
come to accept the mechanisms of the competitive 
market as the best way to allocate resources, and to 
make commodities available to consumers at reasonable 

prices, and in acceptable qualities and quantities. 
However, unlike the neo-liberals, both social liberals and 
social democrats have a more complex and less naive 
image of society. As I have emphasised already they 
realise that market mechanisms have certain limitations 
and must be supplemented by other mechanisms of 
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political or cooperative action. The neo-liberal refuses 
to see these complexities. To him political action is 
potentially evil, regardless of good intentions. The 
market can satisfy virtually all human needs. Its invisible 
hand brings about a most beneficia! economic balance 
and services to all consumers, regardless of the lack of 
altruistic inclinations among producers. 

In a sense the doctrinaire neo-liberal is the totalitar
ian of our post-Bolshevik era He is just as convinced as 
a true Bolshevik that one, and only one type of 
mechanism, will solve all the practica! problems of 
mankind. And he or she - let us not forget Margaret 
Thatcher - is willing to sacrifice a lot of people, at least 
in the so-called 'short run', in order to pursue the 
simplistic neo-liberal dogma. The end result is supposed 
to be good for everybody. But fortunately neo-liberals 
are much weaker than the Bolsheviks - even if they are 
in government positions - since they usually operate 
within well-established parliamentary democracies 
where they are kept in check by, or sooner or later are 
replaced by, other forces.2

Recent events in Eastern Europe would seem to have 
strengthened the neo-liberal stand. In rejecting one total
itarian creed it seems as if the voters of liberated Eastern 
Europe in large numbers have switched to the opposite 
kind of totalitarianism - the neo-liberal credo. I believe 
that this is a passing phenomenon, however. Events 
will prove to eastern European voters and politicians that 
reality is a bit more complex and conflict-ridden than 
assumed by the neo-liberals, and that democracy must 
reflect this complexity, while of course allowing the new 
and the old totalitarians the freedom of expression, and 
the other rights which accrue even to minorities in a 
genuine political democracy. 

It is worth noticing, however, that while neo-liberal 
politicians have continued to pursue their doctrjnes to 
the best of their abilities, even in minority positions, a 
number of neo-liberal theoreticians of private rational 
choice and public choice - like J. Buchanan and R. 
Nozick - have had second thoughts about the totalitar
ian claims of neo-liberal theories of politics and social 
life.3 Still, it is quite educational to take the neo-liberal
credo seriously for a short while, to leam as much as 
possible about its shortcomings. It is through these 
shortcomings, as well as through the shortcomings of top
heavy centralised command economies, that we will 
learn what is required of economic democracy in Europe 
today. 

Most of the shortcomings of neo-liberal ideas are 
due to a number of basic assumptions, never spoken of 
and virtually always completely unrealistic, which 
provide the tacit foundations of the neo-liberal argument. 

1. The first unspoken, and unrealistic assumption is
that a market economy offers a one-man-one-vote kind 

of situation which, compared to ordinary balloting in 
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multi-party democratic elections, is much less costly, 
allowing much more detailed and concrete choices and 
less stifling bureaucratic interventions. Therefore the 
democratic state should not interf ere in economic 
activities, but concentrate on maintaining a constitu
tion which allows virtually no state interventions in the 
economy and limits the activities of the state to 'law and 
order' and national defence. This is quite a good 
argument, if it were not always completely unrealistic. 
In the market situation the purchasing power of any one 
consumer corresponds to the vote of any one citizen in 
a democratic election. But we know that the purchasing 
power of consumers varies greatly. Sorne consumers, due 
to their much greater purchasing power, have a great 
many more "votes" in the market than consumers with 
the power to purchase little beyond the bare essentials 
of life. It is quite elementary to say that this is very far 
from a democratic situation. If the neo-liberal seriously 
wishes to malee more realistic bis metaphor of the market 
as the most democratic arrangement, then he must allow 
a very profound political redistribution of wealth and 
incomes which of course he cannot accept, if he is as 
seriously anti-political as a true neo-liberal must be. 

2. Let us assume, for the sake of argument, that a
particular country through 'lucky circumstances', 
including severa! decades of social liberal or social 
democratic rule, has achieved a reasonable equity among 
its consumers in terms of their purchasing power. 
Certainly there are a few with a purchasing power 
greatly above the others; but assume that the income dif
f erentials after taxes in this particular country are smaller 
for the great majority than for most other countries. 
This particular country has never had anything else than 
a capitalist market economy; but social liberal or social 
democratic governments have intervened in the economy 
not only with generally accepted counter-cyclical reg
ulations, but also with a redistribution of resources to 
make basic educational, medica! and other welfare 
services into a 'de-commodified' legal entitlement for 
every citizen, regardless of their purchasing power. 
This, of course, implies that incomes will not have to be 
used to any great extent for purchasing these services; 
this further minimises the significance of remaining 
income differences. 

Could this kind of relative equity endure and be made 
into the basic 'constitutional' order which at least 
informally approaches the kind of one-man-one-vote 
kind of market situation which the neo-liberal view of 
economic democracy tacitly assumes? No, this kind of 
relative equity, which neo-liberal beliefs tacitly assume 
as the basis of economic democracy through market 
forces, cannot be maintained - if neo-liberal policies are 
allowed to rule the country. The competitive market is 
a self-destructive machine. Even if it starts to operate in 
a situation of relative equity, as we have assumed for the 
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salce of our argument, it will inevitably, over time, 
create greater and greater inequalities - unless the 
democratic state is allowed, in opposition to the neo
liberal credo, to intervene to restore equity. Competitive 
markets by their very logic create inequalities. The 
strong and the resourceful are the victors in market 
competition, and this tends to create a concentration of 
capital, and oligopolistic or monopolistic relations 
among producers of commodities, and among suppliers 
of finance, but also inequalities among those who 
compete for jobs in the labour market.4

Obviously, economic democracy cannot rely on the 
idealised, completely unrealistic and static conception 
of a market, with equity among consumers, which neo
liberalism assumes. Economic democracy requires insti
tutional arrangements which continuously and 
predictably assure a redistribution of resources and 
income to maintain a reasonable equity among its 
citizens, in response to the dynamics of inequality which 
are the very essence of an unregulated market. 

3. Competitive markets by their very logic also
generate externalities such as air and water pollution, that 
is externa! effects which are not priced on a market and 
which therefore will not normally, as the neo-liberal 
doctrine requires, respond to consumer demand for their 
reduction and elimination. Among these extemalities we 
should count not only the contamination of our externa! 
environment, however. Toe industrial work environ
ment which has so much effect on the health of workers 
also has its own negative externalities. Toe elimination 
of such externalities, once they are recognised as such, 
is a matter of cost for capitalists; and a capitalist form, 
to remain competitive on the market, will not normally 
take on such costs, unless it is forced by the state, or 
strong trade unions, to do so. 

However, political interventions by a democratic 
state, and by the trade union movement can make a 
reduction of devastating negative externalities into 
something quite normal even in a market economy - if 
that economy is duly regulated and controlled. There are 
basically three different ways in which this can be 
attempted. 

(a) At the time when environmental pollution
originally became an issue - perhaps twenty years ago, 
or more - the method most frequently recommended for 
controlling such externalities was the legislation of pro
hibitions with regard to the use of certain toxic 
substances, or the legislation of certain maximum 
thresholds for different kinds of pollution. 

(b) Toe manner which comes closest to neo-liberalism
without yet fully conforming to its dictates is 'to put a 
price on environment' (Dahmén 1968). Essentially this 
is a way by which the price mechanism is imitated for 
something - namely a negative extemality - which, by 
definition, is not priced on a competitive market. This 

means that the price must be set politically, that is 
exogenously, since there is no endogenous price-setting 
mechanism which could determine the prices for different 
externalities. However, the government could of course 
politically adjust the price to a level where it becomes 
too costly to pollute; and this adjustment process has 
sorne similarities with a market mechanism - except that 
the purpose in this case is to set the price at such a level 
that the producer be.comes unwilling to buy, that is to pay 
the price for the right to pollute.5 The resistance to this
method of controlling externalities which was rather 
widespread among envirorunentalists a decade or two ago 
seems less common today -perhaps be.cause compliance 
with legal prohibitions or legally prescribed maximum 
levels of pollution have proved to be so difficult to 
enforce, and perhaps because the neo-liberal belief in the 
effect of economic incentives has tumed out to be quite 
valid among managers/producers/polluters. However, it 
should be emphasised once again that the reliance on 
prices in this case, implies a political intervention which 
only imitates the price mechanism. Therefore, in order 
to accept this political intervention, a neo-liberal would 
have to strain his anti-political beliefs somewhat. 

(c) But the points made in the previous paragraph refer
to attempts made in one country, or nation-state, to 
reduce environmental pollution. But we know two things 
quite well. Firstly, such pollution, particularly air 
pollution, does not respect national boundaries. lt is 
intemational in character. Secondly, we have ample 
evidence that private capitalist polluting firms always 
look for havens in other countries where the costs of 
reducing pollution are lower than in the country where 
they normally reside and tend to move to such countries 
according to the laws of a free market This creates 
mixed feelings everywhere. Toe country of departure will 
not only get rid of sorne pollution, but will also lose 
employment opportunities and a generator of economic 
growth. The recipient country will get even more 
pollution than before, but also a boost to its economic 
dynamics. Can market mechanisms alone bring about 
sorne kind of equilibrium, whatever it is worth, between 
the various utilities and disutilities involved? Not alone, 
I am afraid, since a negative extemality, by definition, 
is not endogenously priced on the market. Politicians and 
governments must set high and standard prices for 
pollution; and it must be made through international 
agreements among the governments involved, to prevent 
one set of countries from robbing the industries of 
another set of countries by providing these industries with 
a cheaper price for the right to pollute. 

Such international agreements are important not only 
to promote the cleaning of inevitably dirty industrial 
emissions. Reducing the dirt at its very source is another 
possibility. In the auto industry, many laboratories have 
already spent years experimenting with engines which 
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produce significantly less dangerous exhaust fumes 
than the en gines of today, without thereby diminishing 
the flexibility or strength of these engines. In fact they 
could manufacture these new engines on a mass scale 
within a year or two, for the benefit of a majority of 
citizens who would wish to live in cleaner air, and who 
would like to be less apprehensive about the risks of the 
so-called greenhouse effect. To fulfil these wishes 
would be quite democratic; it would truly be an 
expression of economic democracy. B ut to produce 
these new engines on a mass scale would require large 
investments which most auto producers probably would 
be able, and even willing to make, once and for ali - if 
every other auto producer also made the same invest
ments simultaneously, and did not adopt the cheap way 
to out-compete bis more environmentally conscious 
competitors by continuing to produce and sell cheaper 
old-style polluting cars, nicely packaged to look mar
vellously modem. 

Here again, intemational agreements between gov
·ernments and auto producers must be negotiated and
signed, in order to make virtually ali auto producers adopt
the new technology at the same time. Only such inter
national political agreements can 'burst asunder' the
'fetters' which mutual capitalist distrust and competitive
capital accumulation has placed upon the creative devel
opment of new 'productive forces' in the auto industries
of the world. Such democratically induced intemational
agreements would be a most important ingredient of the
kind of economic democracy which we need toda y.

So far I have discussed mainly sorne aspects of the
macro-dynamics of unregulated competitive markets -
namely their creation of greater inequalities over time
- and I have also discussed sorne aspects of market
externalities, and how to counteract such undesirable
effects of competitive markets in the interest of economic
democracy. Before I say a few words specifically about
industrial democracy, I must here add a few words
about sorne endogenous limitations of market
mechanisms.

(d) The limitations of markets do not only refer to the
externalities they produce, or to their inability to produce 
exogenous political conditions which are able to rectify 
the aberrations of economies. Sorne limitations of the 
market are purely endogenous. The market mechanism 
itself, as endogenously defined, is able to cope only 
with frequently repeated economic transactions, say 
frequently repeated purchases of corrunodities or services 
whose use-value can be reliably estimated by the 

ordinary consume, after a f ew repeated purchases and 
relatively short times of use. But even if such frequently 
purchased and easily evaluated commodities and services 
occupy a most voluminous and significant aspect of 
the lives of consumers, there are a few commodities and 
services of fundamental importance which we may not 
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use more than once or twice in our lives, and the utilities 
of which are extremely difficult for ordinary consumers 
to evaluate due to their long-tenn, perhaps irreversible 
and only scientifically calculable effects. Such com
modities and services are produced by pharmacological 
firms, medical research institutes and hospitals, but also 
to sorne extent by nurseries for small children, and by 
educational institutions. 

You may take a certain kind pill for an illness for a 
single period in your life; you undergo a certain operation 
in a hospital once or twice in your life; you send your 
child to a nursery or a school for just one period of 
growing up, and hesitate to make the child experience 
the discontinuity of moving and testing different schools 
ali the time. In ali these cases the major benefit of a com
petitive market - offering many altemative commodi
ties and services which consumers can evaluate through 
a trial-and-error process of repeated purchase and use -
is not available. What you purchase and use only once 
or perhaps twice in a lifetime cannot generate any trial
and-error process helping you to establish the 'marginal 
utility' of the product, by comparing it with other 
products, or by repeated use. And 'errors' could be 
hazardous, if they are irreversible, as the case may be 
with the pills manufactured by careless but profit-seeking 
pharmacologists. The invisible hand is of little help in 
such a situation. 

Therefore most advanced societies - regardless of 
economic systems -have tried to regulate the production 
and sale of the kind of commodities and services just 
mentioned - those which at the same time are very 
infrequently used, and difficult to evaluate due to their 
long-term, complex, and perhaps irreversible effects. 
Such regulation could be brought about by s�ialising 
the production, for instance of medical services, and by 
requiring high standards of training, scholarship and 
professional responsibility of those who produce the 
services or commodities involved. Sociali�. publicly 
run medical services to which ali citizens are entitled do 
sometimes have their own problems of bureaucratic 
sclerosis and inefficiency; but these problems should be 
approached as such, and not be whisked away with 
references to the assumed greater efficiency of market 
mechanisms under private capitalism. Efficiency must 
be defined in these cases in tenns of the effects on 
consumers. 

But if such services are already in private hands in a 
competitive market, as in the USA, we could generously 
assume that they could function reasonably well for 
consumers of such services - granted that a frequent and 
effective public control over these services can be 
maintained with nearly the same effect as in a socialised, 
public sector. Due to this need for costly public control, 
and to the possible impact of the contradiction between 
profitability and professional responsibility which may 
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emerge when rnedical or health-delivery systerns are 
placed in private hands, the argurnent for privatising 
rnedical and health services cannot be considered par
ticularly strong, except frorn a purely ideological neo
liberal standpoint, or frorn a wish to expand the dornain 
of profitable service production beyond the present -
without concem for possibly bad eff ects on sorne 
consurners of health services, particularly f or those with 
less purchasing power. 

INDUSTRIAL DEMOCRACY AND ECONOlVIIC 
DEMOCRACY 

As indicate.d in rny introductory definition of econornic 
dernocracy, industrial dernocracy could forrn part of it 
but can also be established quite separately, by systerns 
of co-deterrnination or self-rnanagernent in single private 
firrns or public outfits. This of course requires strong and 
cornpetent trade unions as well as a style of rnanagernent 
which looks upon the labour force as a partner in 
production rather than an unavoidable constraint on 
rnanagernent. My discussion so far has avoided 
discussing industrial dernocracy as such, and while 
econornic dernocracy could be perceived as politically 
still quite feasible, if not particularly fashionable in this 
neo-liberal era, we rnust adrnit that industrial dernocracy 
is rather unfashionable. Nevertheless I will try to discuss 
sorne aspects of it as it relates to econornic democracy, 
with particular reference to sorne Swedish designs and 
experiences. 

Unfortunately rny discussion will be a bit acadernic 
due to the fact that one of its rnanifestations, the wage
earners' funds6 in Sweden (or ernployees' investrnent 
funds as they sornetirnes are called in English transla
tion) are controversia! at present even within Swedish 
social democracy because these funds have turned out 
to be a drag on the atternpts of Social Democrats to 
rnaintain their electoral support. Wage-earners' funds 
have not been the kind of success needed by social 
democrats to cope with their present rather weak position 
in the electorate. The Swedish Confederation of 
Employers' Unions has poured rnillions of Swedish 
crowns into carnpaigns to deceive public opinion, and 
to rnake people believe that wage-earners' funds are 
an evil copied frorn the 'real socialisrn' of Eastern 
Europe; but to an acadernic like rnyself the basic logic 
of wage-earners' funds is still worth considering. 

Wage-earners' funds, as originally conceived in the 
Swedish debate, were radically different frorn workers' 
participation and co-deterrnination at least in one sense, 
since they irnplied changes in the ownership of the 
rneans of production. Through a scherne of collective 
profit-sharing, labour would increasingly becorne a 
collective shareholder, thus sharing in the ownership of 

enterprises. As a result of these originally proposed 
changes, collective labour rnight increasingly affect, for 
instance, the appointrnent of rnanaging directors in 
enterprises, and thus malee rnanagernent more sensitive 
to reasonable dernands of labour even with regard to 
such rnatters as investrnent and technological devel
opmenl I will not here recount the whole story of the 
different versions of wage-earners' funds proposed but 
only describe very briefly the final version which led 
to legislation in late 1982. There are now a nurnber of 
regional wage-earners' funds financed both by profit
sharing and fees on the incorne of a11 wage- and salary
earners. Profit sharing, however, is not based on the 
cornpulsory issuing of shares on 20 per cent of annual 
profits, as originally intended, but on the paying in cash 
of 20 per cent of 'excess profits' frorn all registered 
companies. Wage-eamers' funds can then use this 
rnoney for the purchase of share not only on the stock 
exchange but also in companies not registered on the 
stock exchange. 

This implies a heavier reliance on the capital rnarket 
than was the case in the original version suggested by 
Meidner and others in 1978. In the original version the 
selling and buying of shares were not involved at all; 
shares were sirnply supposed to be issued by cornpanies 
as ernissions to wage-earners' funds, and these shares 
could not be sold. With the heavy reliance on the capital 
rnarket irnplied by the wage-eamers' funds actually 
legislated in 1982, the stock exchange in fact received 
a real boost. The value of already existing shares 
increased a great deal as a result of the new dernand for 
shares corning frorn these new actors on the stage - the 
wage-earners' funds. Obviously these increasing share
holder profits resulting frorn an increasing dernand for 
shares on the capital rnarket helped to rnellow at least 
the kind of resistance against wage-earners' funds 
existing arnong shareholders interested rnainly in profits 
rather than controlling business enterprises. The Boards 
of wage-earners' funds are composed of a majority of 
trade union representatives. This allows a more 
democratic control over at least part of the flow of 
rnoney in the capital market, and thus also over invest
rnents. To put it differently, it would increase the 
pluralism among investors in the econorny without 
otherwise affecting the operation of the capital rnarket 
itself.7 Secondly there is also a possibility that the
legislated authority vested in wage--eamers' funds could 
be delegated in the future to an increasing nurnber of 
local representatives of labour on the managing boards 
of enterprises in which wage-earners' funds own an 
increasing number of shares. 

Still it is obvious that the sornewhat watered-down 
version of wage-earners' funds which have begun to 
operate in practice in Sweden are rather far from attaining 
the ideals of a more full y fledged industrial dernocracy. 
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Even more than in the original design, present-day wage 
eamers' funds are focusing on collective capital accu
mulation at regional centres rather than on decentralis
ing power to local representatives of labour appointed 
to the rnanaging boards of enterprises. Nevertheless I 
think personally that these wage-earners' funds, with all 
their lirnitations, represent certain cornpletely new 
principies of influence and participation which could tmn.
out to be more irnportant in the future than they are now, 
if Social Dernocrats are able to increase their electoral 
strength in future elections. 

Until now nurnerical strength according to the 
democratic principie of one-man one-vote, and the 
bargaining strength based not only on numbers but also 
on the control of crucial operational positions in our 
complex division of labour, have constituted the two 
bases of power of the political and union branches of the 
labour movernent. Both sources of power - numerical 
strength and bargaining power - can be applied only in 
attempts to influence other actors on the stage such as 
managers, negotiators, politicians and legislators which 
in their turn could influence other actors who finally 
might influence the flow of money and other equivalent 
resources into investrnents, for instance. However, in a 
fully operational system of democratically controlled 
wage-eamers' funds, collective labour can much more 
directly influence the flow of financia! capital and 
investments without necessarily having great numerical 
strength. This becomes particularly important as the 
industrial core of the working class continues to diminish 
in size as a result of automation and robotisation of 
industry. Through wage-eamers' funds a dirninishing 
working class can still exercise considerable influence 
over the econorny and their own work, just as the even 
smaller capitalist class has been able to do for well over 
a century. But obviously industrial dernocracy in the 
future will require more than just workers' participation 
and control in view of the fact that the number of 
workers in industry will continue to decrease. 
Community and consurner control over the econorny 
through the operation of the rnechanisms of demand and 
supply on the rnarket will not be enough either. Such 
control may have to be assured also through sorne 
system of community and consurner representation and 
voice within cornpany decision-rnaking bodies. That is 
a different story, however. lt seems that the Swedish type 
of wage-earners' funds can at most help to make 
collective labour into sorne kind of 'dernocratic collective 
capitalist', to borrow a phrase from a Swedish Marxist 
professor of economic history, Bo Gustavsson. Sorne 
comrades on the left will say that labour capitalists, 
with iron necessity, will behave just like any other cap
italists, with ali the bad side-effects of capitalism which 
are so well-known today, but that is not necessarily the 
case, I think. 

Economic and industrial democracy in a market economy 

COLLECTIVE LABOUR AS A 
COLLECTIVE CAPIT ALIST 

I believe that collective labour in sorne kind of insti
tutionalised cooperation with agents representing other 
econornic interests, and agents representing technical and 
adrninistrative skills, can manage enterprises and the 
capitalist econorny at large much better today than old
fashioned private capitalists or modero financia! capi
talists specialising in rnoving money around in the 
transactional econorny. My reasons for believing that 
collective labour, as represented by professional 
rnanaging directors elected by labour, can help to rnanage 
modero capitalisrn better than the ordinary capitalists 
themselves is not an ideological belief but a belief based 
on simple commonsense and logic. 

My argument runs like this: First, we ali know that 
production, marketing, reproduction of labour power and 
the building of infrastructure are rnuch more societal in 
character today than earlier in the sense that there is more 
social interdependence between different parts of the 
econorny, the educational systern, transportation etc. 
than there was earlier. Secondly, we also know that 
decisions within the capitalist systern rernain private in 
nature and are concemed mainly with capital accumu
lation rather than with broad societal considerations 
such as those needed to take care of an econorny which 
is highly societal in nature. The rationality of capitalists, 
particularly of financia! capitalists, is a one-dimensional 
rationality in an increasingly multidimensional world 
where the many dimensions and aspects of the economy
society nexus have become increasingly interdepen
dent. Thirdly, we can express these two points in the 
following manner: increasingly the one-dimensional 
type of decision-making in capitalism today becomes 
incompatible with the highly complex, multi-dimen
sional and societal type of economy which is emerging. 
Since we cannot easily change the societal character of 
the econorny, the only remaining way to remove that 
incompatibility is to introduce new types of decision
makers in the economy - decision-makers who exhibit 
a multidimensional social rationality compatible with the 
multidimensional and multi-interdependent nature of 
modero society. 

In traditional socialist ideology it was believed that 
one could remove the contradiction between the increas
ingly societal character of the economy and the narrowly 
prívate character of decision-making in the capitalist 
mode of production by politicising the economy, that is 
by making it subject to the broadly societal considera
tions supposedly guiding socialist politics within a 
democratic order. Socialising or nationalising the means 
of production was thought to be a necessary step in 
making economic decisions more societal in character 
so as to make them fit the societal nature of the economy 
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better. Now we know that such a politicisation of the 
economy usually creates a rigid and bureaucratic rule 
over the economy which thereby may lose its innovative 
dynamic of growth. But in a fully fledged system of 
wage-earners • funds colfoctive labour is a 'capitalist', an 
actor in the economy and not in the polity. Funds of 
collective labour as capitalists are much closer to 
production and work than politicians, and also exhibit 
a more multi-faceted incentive structure and therefore 
a more multidimensional rationality than ordinary prívate 
capitalists. Which are then the facets of the collective
labour incentive structure, and the dimensions of their 
rationality? 

Workers are concemed with profitability just as cap
italists are, because without profit they cannot get higher 
wages. But in addition workers are concemed with 
stability of employment which sometimes can be 
achieved only with flexibility in relationship to the 
market, for instance by a self-imposed wage restraint 
when that is required in an iriflationary situation - if 
workers know that the profit produced by such wage 
restraint does not go to private capitalists alone but also 
to labour profit-sharing schemes, and/or to other 
measures which improve the welfare of common people. 
Workers are quite personally concemed with the quality 
of the work environment, and the environment in which 
they are supposed to enjoy their leisure. More of their 
personal budget is taken up by purchases of daily com
modities, and therefore workers are concemed with the 
level of prices. 

A critica! reader of this 'ideal-type' picture of the 
multi-faceted incentive structure of workers may of 
course object that the reality of inflationary trade-union 
struggle is very different. Certainly, but while most 
neo-classical mainstream economists allow themselves 
a great many idealised and simplified theoretical models 
without being criticised by their colleagues, or without 
taking such criticism from others seriously, I think that 
such criticism should be seriously considered. I will do 
that firstly by drawing attention to one condition 
explicitly mentioned in the previous paragraph - namely 
that self-imposed wage restraint can be expected 'if 
workers know that the profit produced by such wage 
restraint does not go to private capitalists alone but also 
to labour profit-sharing schemes, and/or to other 
measures which improve the welfare of common people'. 
In fact there is a lot of statistical evidence of such wage 
restraint, and of growth-oriented union policies in the 
recent past when the so-called Swedish model for labour
management relations were still operational.8 But since 
then both the capital class struggle against wage,.eamers • 
funds, and the attempts of business leaders to decentralise 
wage bargaining and thus to destroy the centralised 
strength of the Swedish Federation of Trade Unions 
(LO) has introduced more of a destructive kind of wage 

competition between different branches of the trade
union movement thus increasing inflationary pressures 
- but more importantly from the capitalist perspective
- reducing the strength of LO through the application of
the well-known technique of 'divide and rule'. Here
again it is demonstrated that power considerations often
are more important for capitalists than an aspiration for
an efficient, balanced and non-inflationary economy.

It is therefore my contention that the kind of multi
faceted incentive structure depicted in my ideal type of 
the collectivity of workers will emerge only under 
certain conditions which at present are being undermined 
by the short-sighted and unintelligent strategies of the 
Swedish business community. This incentive structure 
is fimdamental for the emergence of the multidimensional 
social rationality required to manage a contemporary 
multi-dimensional economy and society. Collective 
labour, once allowed to prove itself in strategic economic 
decísion-making, shows more of this multidimensional 
rationality than prívate or financia! capital, I have 
maintained. That is why they are better suited to manage 
modem capitalism than private capitalists alone. This 
kind of management does not imply that workers 
themselves carry out management tasks in addition to 
their regular work. It implies that professional managers 
are employed by labour, instead of labour being 
employed by managemenl On this point it is interest
ing to quote a well-known neocl3$sical economist like 
Paul Samuelson (1957, p.894) who has asserted that 'in 
the competitive model it makes no difference whether 
capital hires labor or the other way around'. Unfortu
nately, it is impossible to derive from this quotation 
the reasons why Swedish capital so vehemently resisted 
the creation of wage-eamers' funds. Perhaps Swedish 
capitalists were not as economically rational as neo
classical economic theory would suppose, or otherwise 
we must assume that their rationality was concemed with 
other benefits as well as the purely economic ones - for 
instance the benefits of power as well as economic 
efficiency .9 

As I have indicated already my arguments for sorne 
kind of industrial democracy are not very fashionable 
today - even in Swedish politics. The intellectual 
challenge provided by arguments for industrial 
democracy, and the intellectual strength of these 
arguments have not generated political strength. But 
history is replete with illustrations of the fact that 
arguments and debate which seem intellectually valid, 
given the dominant value premises of actually existing 
societies, become politically feasible only at sorne later 
time. Therefore it is imperative for intellectuals to 
continue the debate, and to keep their arguments alive 
for the future. Capitalist tycoons are the great heroes of 
our time. But our arguments about the benefits of 
industrial democracy could in fact be ahead of the times. 
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The highly qualified employees who are gaining more 
importance in the so-called postindustrial information 
society with its computerised production machinery 
have a more natural and direct project-oriented access 
to management without the elaborate procedures of 
classical industrial democracy. Therefore industrial 
democracy of a new, non-classical type may increasingly 
emerge, then become quite natural, and finally spread 
slowly also to domains of industrial activity which are 
less involved in computerisation and information 
processing. 

A SUMMARY OF UTILITIES TO BE SUPPLIED 
THROUGH ECONOMIC ANO INDUSTRIAL 
DEMOCRACY 

If at this point we were to summarise the methods 
suggested to bring about more economic democracy in 
Westem-style democracies with mixed economies, it is 
obvious from what I have said, and from the few illus
trations I have provided, that it can be attained in market 
economies which are adequately regulated, or are sup
plemented in areas where market mechanisms alone 
are unlikely to provide people with the individual or 
collective goods in demand. Toe call for more economic 
democracy should therefore not be understood as a call 
for the elimination of the market economy, and for the 
introduction of a command economy - as our neo
liberal opponents like to caricature our standpoint. In con
temporary societies the mechanism of the competitive 
market is so much better than any other system for 
supplying consumers with what they demand in a number 
of areas. What we must seriously and frankly confront 
is the truth that there are sorne areas where market 
forces are less likely or even unlikely to deliver what 
people need. By way of summary, these areas concem 
three kinds of individual or collective utilities: 

l. A collective utility which is not in general demand
in all social classes, or even - it seems - in all cultures 
and societies, but still is desired by a substantial portion 
of citizens in most societies, is a reasonable degree of 
equity and fairness in the distribution of the good things 
in life. This collective utility without which societies 
increasingly become restless and eruptive, and single 
citizens relatively or absolutely deprived, cannot be 
generated by market mechanisms alone but requires an 
organised struggle by deprived groups, and a democratic 
system able to respond to such struggle through redis
tributive political measures. This is a basic and f unda
mental ingredient of economic democracy. 

2. There are certain utilities which we individually
malee use of only a few times in our life, but which are 
crucial for our health and longevity. These are, for 
instance, medical services, or pharmaceutical products 

Economic and industrial democracy in a market economy 

for sorne particular illnesses. These kinds of services are 
rarely needed by most people, but at the same time their 
effects are usually long-term, and perhaps irreversible. 
With these kinds of services we cannot leam much 
about their utility through a trial-and-error process 
involving repeated and altemate purchases of competing 
products; we are placed at the merey of medical or 
pharmaceutical professionals who have a monopoly of 
knowledge about illnesses and remedies. If these pro
fessionals are profit-making producers in a competi
tive market, then profitability may come into conflict 
with sound and professional medical practice; and prof
itability may be victorious. Certain surgical operations 
are quite profitable in economic terms, but at the same 
time a bit risky, and perhaps e ven unnecessary. From 
medical statistics we know that such risky and unnec
essary operations are performed quite frequently in 
medica! and health delivery systems which are run like 
ordinary capitalist firms on a competitive market. It 
must be a fundamental aspect of economic democracy 
to make it possible for medica! and pharmaceutical and 
educational professionals to make their pro/ essional 
competence available to ali consumers, as a matter of 
entitlement, without having to consider the profitability 
of the services provided. 

3. A disutility which the mechanisms of a competi
tive market cannot handle and eliminate are so-called 
negative extemalities, for instance air and water pollution, 
and toxic wastes, but also the rather small risks for 
enormously destructive and great accidents or holocausts, 
say, in nuclear power stations. Toe market can certainly 
sell and make a profit from selling more or less 
(in)effective gadgets or pills supposed to protect you from 
sorne of these environmental effects; but for the costly 
elimination or significant reduction of such extemalities, 
it is necessary for governments and governmental 
agencies to get involved by legislation, or by 'putting a 
price' on environmental pollution. In view of the well
established fact that a majority public opinion 
everywhere is concemed about environmental pollution, 
it must also be considered a fundamental ingredient of 
economic democracy to reduce environmental pollution 
effectively through adequate political decisions which, 
in order to be truly effective, must involve a great many 
governments, and potentially or actually polluting 
producers from many countries in an international 
accord. 

In this summary I have specified what I mean by 
economic democracy in perhaps somewhat uncommon 
terms. Usually this term is defined from the vantage point 
of the term 'democracy'. Then the argument runs 
something like this: (a) The will of the people, that is 
political democracy, should decide the performance of 
the economy. (b) This meaos that political decisions 
should guide the performance of the economy, perhaps 
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not in detall as in the command economies of the past 
but in its main outlines. (e) Sorne propon�ts of economic 
democracy may then go on to maintain that it is difficult 
to guide the perfonnance of the economy democratically 
without nationalising at least the most important sectors 
of the economy, or altematively by setting up so-called 
employee investment funds, or wage-earners' funds, as 
we tried to do in Sweden. My own argument has 
followed the opposite trajectory. I have started from 
the vantage point of the tenn 'economy', more precisely 
the concept of 'market economy'. Taking my point of 
departure in the neo-liberal challenge, and its naively 
totalitarian belief in the ability of the competitive market 
to satisfy virtually ali human needs, I have clarified 
step by step the different kinds of advantages as well as 
limitations of a competitive market, and then defined 
economic democracy in tenns of the kinds of political 
interventions and institutional arrangements necessary 
to overcome the limitations of the market while 
preserving its advantages. To pul it differently I have said 
that it is the task of economic democracy to supply 
those individual and collective utilities which the market 
alone cannot deliver but which are desired by democratic 
majorities, or seriously needed by significant minorities 
without sufficient purchasing power on competitive 
markets. 

What I have said in these respects has been quite 
elementary. But in view of the unrealistic and totalitar
ian credo of current neo-liberalism, these elementary 
truths must be repeated over and over again. As far as 
political democracy goes, I have not proceeded to paint 
any utopias beyond the kind of political democracy we 
already have in most West European countries. I have 
only emphasised the need for politicians in different 
countries to move beyond their national boundaries to 
reach intemational agreements, and hopefully an inter
national accord with producers on the market, to cope 
with sorne of the limitations of market forces. This 
movement beyond national boundaries is already taking 
place here in Europe, and that, I think, is one of the most 
challenging and stimulating tasks ahead of us in the 
struggle for more economic democracy, as I have defined 
it. It may require the introduction of political innovations 
hitherto not seriously considered in European politics. 

As regards industrial democracy in a more restricted 
sense, focused on making employees in single firms or 
public outfits true partners of management rather than 
constraints on management, the benefits I have suggested 
in this paper are severa!. From a strictly economic point 
of view, the 'dynamic inefficiency of capitalism' 
diagnosed by Kelvin Lancaster (1973), and further 
elaborated by Himmelstrand and Horvat (1987) could be 
reduced. Needless to say, our assertion about the 
'dynamic inefficiency of capitalism' does not imply 
that capitalism is less efficient than, say, the modes of 

production of so-called 'real socialism', only that 
capitalism with more industrial democracy could be 
dynamically more efficient than current capitalism. Fur
thennore I have argued that industrial democracy can 
help to remove the contradiction between the highly 
societal and multi-dimensional implications of industrial 
production today and the one-dimensional concem of 
private capitalists with capital accumulation as such. Toe 
multidimensional incentive structure of employees could 
be more easily met with industrial democracy, and thus 
provide the satisfaction of a broader set of public needs, 
as required in a democracy. 

One very important asset of industrial democracy is 
that it imposes rather few demands on central parlia
mentary political decisions about the economy. Industrial 
democracy as I conceive it maintains the vitality and 
dynamics of a market economy not by requiring and 
imposing extra political, parliamentary decisions on the 
economy from above but simply by making all the 
personal resources available within the economy itself 
respond to the market, and to the needs of those involved 
in market enteiprises. Toe only central political decisions 
that may be required in sorne cases is legislation to 
make it possible. Rational responses to the market are 
maintained in the kind of industrial democracy I have 
in mind, but the actors responding to the market will be 
equipped with a multidimensional rationality more 
compatible with the multidimensional character of 
present socioeconomic systems. One way of putting it 
is that private capitalism without industrial democracy 
looks upon the needs of employees as a constraint on 
profit and capital accumulation, whereas industrial 
democracy in a market economy looks at this matter the 
other way around, considering the need for profitabil
ity and capital accumulation as a constraint on the sat
isfaction of the needs of employees. This is not only a 
play with words. It indicates that the balancing of the 
needs of capital accumulation in a market economy, 
and the needs of employees, will be detennined ata more 
healthy level with industrial democracy. In the long 
run this will malee for a better combination of stability, 
vitality and flexibility within the market economy. 10

B ut industrial democracy within single firms will not 
be able to address fully the communal, national and 
international issues which are generated by the inherent 
limitations of the market economy which I have pointed 
out in my critique of the neo-liberal doctrine. Therefore 
we also need economic democracy at local, central and 
international parliamentary or government levels to 
correct the negative environmental externalities and the 
income inequalities generated by the market, and to 
offer non-commodified professional public services in 
the shape of entitlements in those cases where consumers 
are demanding these services too infrequently to benefit 
from trying out competing altematives, or where the 
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utility or irreversible disutility of these services cannot 
be judged at once by consumers due to their hidden or 
long term effects. 

CONCLUSION 

Economic democracy is probably more feasible than 
industrial democracy at the present time or in the near 
future due to the fact that many parliamentarians ali 
over Europe are aware airead y of the need to correct or 
supplement the market economy where its limitations 
have become obvious. Furthermore, parliamentarians are 
subject to democratic pressures from their electorales. In 
the political battles which talce place, or emerge about 
these matters in parliaments all over Europe, I personally 
think that an alliance between social democratic and 
social liberal forces is extremely important. In many 
parliaments a dividing line has been drawn in the past 
between two blocks of parties - socialist and non
socialist parties - a divide which has separated social 
democratic and social liberal parties. In my opinion this 
divide is no longer relevant A much more significant 
political divide is about to emerge between neo-liberal 
parties such as the British Conservatives and the Swedish 
Moderate Party on one hand, and those parties which 
acknowledge the contradictions and complexities of 
modero societies, and therefore reject the singular appli
cation of simplistic and narrow-minded market-economic 
theory alone on the other. On the 'left' side of this divide 
we find social democratic and social liberal parties, but 
also ecologically 'green' parties. In spite of the rifts 
which really exist between them, or emerge for tactical 
reasons in electoral competition between these parties on 
the reformist left, they can ali be counted on to support 
more or less of state intervention and legislation to 
counteract or supplement the forces of an unregulated 
market economy, while still maintaining the virtues of 
the market as a foundation of the economy. Whether they 
agree to call this economic democracy or not is rather 
immaterial. Political language seems more sensitive to 
the dynamics of black-white labelling than to the mul
tifaceted nature of our social and economic reality. 

While we can be justifiably hopeful about the possi
bilities of introducing more economic democracy in 
Europe, industrial democracy is a completely different 
matter. To bring about industrial democracy requires the 
overpowering of the obvious needs of private capitalists 
to maintain their power, as well as to achieve economic 
efficiency (see note 7). Prívate capitalists are not subject 
to the same democratic pressures as parliamentarians, and 
they have no difficulty in finding meaos to resist 
pressures from democratically elected politicians and 
strong trade unions - particularly if they have the option 
of an exit to another country with a less powerful trade 
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union movement and a less radical polity. This option 
can be removed only by a common European policy. But 
the business community of private capitalists always 
seems to have enough money for campaigns effectively 
deceiving public opinion about the implications of 
industrial democracy. How to resist and overcome the 
effects of these deceptive campaigns is a problem of 
overarching importance in the struggle for industrial 
democracy. 

Notes 

l. Toe tenn 'economic democracy' is not likely to be used
by neo-liberals at present. But only one decade ago when
'economic democracy' was still rather widely understood
as a honorific tenn in Sweden, neo-liberals and neo
classical economists did in fact use the term, and
suggested that a market economy provided the most
effective type of 'economic democracy' attainable.

2. Toe one exception is the intemational economic system
where the totalitarian neo-liberalism of the World
B ank/lMF machinery has been able to operate rather
freely until recently. An example of a dictatorship with
neo-liberal leanings was General Pinochet's Chile.

3. In his recent book The Examined Life (1989), Robert
Nozick hitherto counted as one of the most art.iculate neo
liberal philosophers, considers the position he recently
articulated and defended as 'seriously inadequate'.
Buchanan now admits that 'horno economicus' exists
along with many other men in the human psyche, and that
human behaviour is a product of a continua! interna!
struggle between them (Buchanan 1979, pp. 207 and
224 ft).

4. In Sweden this logic of a competitive labour market has
been partly controlled as a result of the great strength of
the Swedish labour movement Wage differentials are also
among the lowest in the world in Sweden. But at the same
time there is no other country in the industrialised world
with such a high degree of concentration and centralisa
tion of capital. This is one area where social democratic
govemments have chosen not to intervene until now.
And market mechanisms cannot themselves correct such
inequalities, but can only strengthen them. However
highly concentrated or centralised Swedish big business
must of course compete in an increasingly intemational
economy.

5. One practica! problem which complicates this method of
reducing or eliminating negative extemalities is the
problem of measurement. Pollution and tox.ic waste etc.
must be measured to allow us to set a price on it, and to
make it possible to arrive at the particular price to be paid
for a specific amount of pollution or waste. Who should
measure and who should pay the costs of setting up the
machinery of measurement? My answer is that sorne
relevant govemment agency should be responsible for
carrying out measurements; but the costs for setting up
the machinery of measurement, and for its maintenance,
should be on the polluter who thereby will pay not only
for pollution but also for the measurement of pollution.
Legally, the burden of proof of environmental innocence
should also be on the polluter.
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6. See Meidner (1978), and for the later, legislated version
of so-called wage-eamers' funds, see a booklet by the
Swedish Ministry of Finance (1984), Employee
lnvestmenJ Funds.

7. In the Swedish debate about wage-earners' funds,
opponents regularly accused these funds of destroying the 
market economy when in fact these funds operate in
response to the market, and have increased the pluralism
of the capital market in particular. If a larger number of
different types of actors have been entered on the market
this cannot logically be conceived as destroying the
market but rather as expanding it.

8. The so-called Swedish model of labour-management
relations of the recent past, and the strength of the
Swedish trade union movement, far from generating the
organisational 'sclerosis' predicted by the economist
Mancur Olson, has in fact been combined with
'respectable growth even though it already had a high
standard of living' as vindicated by Mancur Olson himself
(1982, pp.89-92) in his comparative empirical study of
contemporary economic history. Olson attributes this
result to the fact that 'encompassing' organisations like
LO, the Swedish trade union movement, 'give sorne 
weight to economic growth and to the interest of society 
as a whole'. But it is this type of 'encompassing' organ
isation which Swedish business leaders are now in the
process of destroying by decentralising wage bargaining,
and thereby also making the 'interest of society as a
whole' less salient in wage bargaining.

9. The American Marxist economist, Samuel Bowles (1985), 
has pointed out that Marxist economists take strenuous
exception to Paul Samuelson's quoted assertion because
they assume that capitalists 'will generally select methods
of production which forego improvements in productive
efficiency in favour of maintaining their power over
workers'. For this reason the cho ices made in a capitalist
economy 'cannot be said to be an efficient solution to the
problem of scarcity, but rather, at least in part, an
expression of class interest'. This statement by Bowles
is very similar to the conclusions about the 'dynamic inef
ficiency of capitalism' arrived at by an established non
Marxist economist, Kelvin Lancaster (1973). For a
discussion of the relevance of Lancaster's conclusion for
the analysis of workers' self-management, see Himmel
strand and Horvat (1987).

10. In Beyond Weifare Capilalism. lssues, Actors and Forces
in Societal Change which I and my collaborators
published at a time when industrial democracy was still
considered rather f easible (Himmelstrand et al. 1981) I
made sorne of my arguments more explicit However, the
arguments for the political feasibility of industrial
democracy contained in that book are at present outdated
and 'overtaken by events'.
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NORTH SOUTH RELATIONS 

IN THE PRESENT CONTEXT: 

A NEW DEPENDENCY? 

Fernando Henrique Cardoso 

If the old left-wing socialist plan provides no further new results, this means that the 
time has come to create a new plan or programme which thrives on protest but is inspired 
by the utopia of a more just social order.1

In the epigraph, I quote from Lafontaine's article 
published in the first issue of this journal, because it 
summarises the political challenge which the left faces 
today. Indeed, from the libertarian wave of May 1968 
until the fall of the Berlin Wall, socialism, and the left 
in general, found themselves cornered, placed in the 
spotlight. All that tradition which once blended reason 
and utopía, enlightenment and revolution, saw itself 
displaced by the loss of consistency in the idea of 
progress and by the disbelief in the 'negation of the 
negation': in the turning of the page of history, the 
victorious revolution can no longer be seen. 

On the contrary, the new libertarían wave that the post
industrial world has engendered was driven by a kind of 
'anguished pessimism' brought about by existential 
anxiety over the concrete possibility of the end of world, 
or at least of humankind, which the atomic terror and 
ecological imbalance imposed. To ecological protest 
(in many dimensions also anti-modern, fearful of 
technical progress and incredulous about reasons of 
state, if not about reason as such), was added the anti
institutional spirit, already evident in 1968 in the revolts 
of the university campuses all over the world. From 
this political-emotional atmosphere arose the new intel
lectual currents: postmodemism, the fragmentation of 
knowledge (and of the world), the distrust of the tradition 
of the rationalism which had engendered both liberalism 
and the several versions of socialist criticism. Certainly, 
there were intellectual reactions. The very attempt to re
evaluate the Frankfurt School by Habermas (somewhat 

Oskar Lafontaine 

sceptical altogether and, in the Kulturkritik version, full 
of anti-modernism), as well as the revision of Parsons 
by Luhmann, were attempts nevertheless to anchor 
critica! thought on sorne of the old pillars of reason. 

However, the path the socialist movement is now 
trying to follow (whether 'shining' or not, I don'tknow) 
did not originate from this. 0n the contrary, it carne from 
the shock provoked by the realisation, at the last moment, 
of the ecological challenge and the atomic terror; and 
from the perception that although we are at present 
experiencing the third Industrial Revolution, and living 
in what Manuel Castells calls 'informational societies', 
important parts of the world and of particular societies 
remain 'underdogs'. That is to say, there exists a risk of 
barbarism both in the global dimension and in the 
dimension of societies, and this risk will not be restrained 
either by the sole belief in the inevitability of progress, 
or by its denial of the risk through anti-institutional 
protest. It is this feeling of risk, of danger, of adventure, 
which, lacking the support of the belief in salvation (in 
revolution, in harmony, in certainty) makes any ideology 
(doctrine, or 'science') necessarily more humble, more 
'probabilistic', than an upholder of certainties. 

In this sense, the socialism of the future will have to 
adjust itself to a type of 'middle-range utopia' (to 
paraphrase the 'middle-range theories' of Robert 
Merton). But in spite of this, Oskar Lafontaine' s obser
vation holds: if socialism is incapable of representing a 
hope and if it is merely protest ( ecological or anti-insti
tutional), even if it is a 'movement' and includes other 
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movements, it will still fail to pave the way to a change 
which does not limit itself to mentalities and ideologies, 
but represents a political instrument able to achieve 
better times. It is well that in this weak version of utopia 
we accept the present changes: that social justice and 
freedom are the pillars of the new socialism, and that we 
surrender ourselves to the predominance of the market 
But we shall not accept the market's logic; the invisible 
hand (and even Popper recognises this) is not perfection. 
It distorts, and injustices accumulate. 

For hope to survive it is necessary to associate social 
justice and freedom with the political instrument This 
instrument will no longer be the blending of state and 
party, even if both are reformed, because the post
industrial societies (informational societies) are 'decen
tralised': politics is not the centre of all changes, nor do 
the state and the parties constitute the sole instruments 
for reforms. The polyarchisation of present-day societies, 
as Robert Dahl pointed out, is a fact But unless we build 
mechanisms and institutionf for citizens to relate 
themselves, at the various levels of society, to the res 
publica, the paths necessary to build the new society will 
not be established. We can and must discuss the locos 
of the 'public', the limits that the mass society and the 
organisational society impose on the making of 'public 
opinion'. We can even dream of a rational public 
discourse a la Habermas, or we can destroy the myth of 
the public man. But we cannot escape redefining the 
scope of politics and extending it far beyond the state and 
the party. 

Finally, in this brief introduction, which may not 
seem to address the theme proposed, but as we shall see 
is necessary to clarify it, let me say that the other pillar 
of socialism - the theory of exploitation (of classes and 
of nations) - is suffering an earthquake of massive 
force. The technological-scientific revolution has greatly 
reduced the mas.5 of the exploited who are now necessary 
for the health of the capitalist system both at home and 
among nations. In this case, what is to be done? 

THE PRESENT WORLD 

It was Gorbachev who most vigorously helped turn 
the page of history, reducing Marxist salvationism to its 
present dimension. But with what arguments? Basically 
with the recognition of the two great dimensions which 
make up the fabric of hope in the contemporary world. 
Nuclear war no longer represents, a la Clausewitz, the 
continuation of politics by other means, but rather the 
extermination of humanity. And 'centralism', of 
whatever kind, undermines creativity and, hinders 
technical progress. The consequences are obvious: 
security systems must be collective, due not to fear of 
the threat that one bloc may represent for another, but 
to fear of 'the end of the world'. It then requires only a 

small step to give pre-eminence to 'global issues' and, 
therefore, to ecology. And, in the other dimension, when 
the idea of the centralising state, the global economic plan 
etc., is destroyed, to the advantage of both the local 
levels of decision and the democratisation of society, 
there comes a reopening not only of the issue of the 
market as an instrument to regulate the economy, but also 
of political pluralism as an instrument to guarantee 
more justice. 

There remains the issue of equality. It is obvious that 
although in the first moment, in the face of the 'crisis of 
the empty shelves', even the issue of freedom yields to 
the issue of supply (as in contemporary Russia), soon 
after that, the former Soviet society having been democ
ratised, the issue of equality will reappear. It will 
reappear, though, not as an absolute value to be 
guaranteed by the revolution, the party and the bureau
cracy, but instead in relative terms, as 'more equality'. 
It will no longer be a case, as today, of 'less state' (the 
neo-liberal wave now perhaps declining) or of 'more 
state', as in the Stalinist system, but of a 'better state', 
aimed at correcting the inequalities caused by the unreg
ulated operation of the market 

The Welf are State once again? 

And why not? On condition that it comes impregnated 
with the mood of the present time: more as a 
'movement', with the creation of new public spaces 
which enable citizens and the organisations of civil 
society to enjoy institutionalised participation in 
decisions, rather than as mere 'social policies', supported 
by state bureaucracies animated by the doctrine of the 
party holding the power. 

Contrary to the opinion of those social theorists who 
saw in the modemisation produced by capitalism the 
creation of 'institutional orders' which were function
ally different from each other (the economy, culture, 
religion, society, technology and production, for instance) 
and would integrate among themselves in a hierarchical 
pattem, with society subordinated to the economy and 
both of these having politics and the state as their 
ordering bond, what arose was a different model of 
social organisation. This was 'decentered', as I have 
written, less integrated functionally, and more 'systemic', 
in which the decisions at all levels are adjusted by 
continuous feedbacks. These adjustments take place 
through conflicts, and their integration results from both 
the need for freedom and from the fear of chaos ( they 
include nuclear war, and ecological imbalances). In the 
ethos of this new world, which also reached the former 
Soviet society, a strange victory of reason has occurred. 
When many thought that a (postmodem) era of the frag
mentation of everything was beginning, of the impos
sibility of any global view, of the mingling of cybemetics 
and totalitarianism (the 4horrible new world' of 1984), 
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what happened was a strengthening of freedom, a pursuit 
of understanding and the prevalence of global issues. 

Classes and nations in vast areas of the planet, without 
having their differences abolished, had them subjected 
to the global and enlightened dimensions I have 
mentioned. All this has been mistaken at first for the 
victory of competition, of possessive individualism, of 
the market, of neo-liberal capitalism. Sweet mistake 
(or bitter disappoinbnent). It is true that the world of 
Eastem Europe - and even China - met again with 
modemity in almost classical terms: market plus freedom. 
However, behind this marriage (which is not only one 
of convenience), there is a revolution in the mode of 
production and living that relates human beings in a way 
ver¡ distinct from what could be imagined if the explana
tory horizon were that of the 'end of the story', with the 
victory of neo-liberalism. 

The reason that wins, as I said, is more humble and 
is hardened by the true risk of hecatombs and failure. The 
desired freedom is neither of the saving revolution, nor 
·of the meeting between private interests guided by the
hidden god of the market The new humanism, if I may
say so, finds its subject more in humanity - and is
therefore collective - than in individuals. And in the
practica! action there is something new that rests neither
on the individual nor on transcending agencies like the
state or a bureaucracy, but on the setting up of inter
mediate 'corps', which, in reality, are not bodies but new
public movements and spaces.

Behind these changes, I repeat, there is the revolution 
of our century: the marriage between science, technology 
and freedom, between university, enterprise and public 
authority. This 'marriage' has allowed the great tech
oological revolutions (from nuclear energy and the laser 
beam, through biotechnology, up to the revolution in 
infonnation technology that made possible both micro
electronics and robotics) to go beyond the factory wall 
and reach the organisation of society. This is why 
Castells calls the new society 'informational' and not 
only post-industrial. The present revolution kills Fordism 
and Taylorism but reaches beyond the productive chain; 
it revolutionises the organisation of the factory and of 
management, it reaches the public sector, schools, 
churches, unions, and eventually everything. This occurs 
through the new methods of management allowed by it, 
and through the setting up of great mass communication 
networks (not only conventional media such as radio and 
television, but also networks between computers and 
tenninals, facsimile machines, modems and electronic 
mail). Added to (and allowed by) the scattering of the 
great productive organisations (banks, trading companies, 
etc.) this process lies at the basis of the globalisation of 
the economy, which along with the marriage between 
science, technology and freedom, is the great trend of 
the modem world. 

The centrally planned (socialist) economies collapsed 
because they were unable to absorb the effects of, and 
to establish the necessary conditions for, the development 
of this 'new spirit'. The concepts of perestroika, along 
with glasnost, became necessary from the moment 
cybemetics was labelled a 'bourgeois science' in the 
former Soviet Union. However, it took 30 years for 
Gorbachev to be able to say the words. In addition, the 
'organisational revolution' ne ver worried the dogmatists 
of the Gosplan who still regarded the world through the 
spectacles of the infrastructure as basis: for them 
production and productivity could only come from the 
increase in invesbnent in the 'hard' industries, not in 
'soft' ones, in 'human capital', or in telematics. In the 
world of today, therefore, the victory of the 'new ratio
nality' is evident; of the technological revolutions added 
to new decentralised formats - of both management 
and of decision-making. It strives in the direction of 
plurality of decision levels, making feasible the 
'polyarchy' utopia. 

ANO THE SOUTH? 

However, this 'contemporary revolution' which 
caused centralising authoritarianism to collapse, trans
formed completely the productive processes, and created 
'informational societies', giving new characteristics to 
the classes, with new relative weights, did not reach the 
whole of the planet. Worse still, while the globalisation 
of the economy caused the formation of new economic 
blocs, destroying the old East-West polarity and with it 
the hegemony of the USA and the USSR, its conse
quences have had a negative and disintegrating effect on 
the Third World. 

In other words the new 'democratic-technological' 
revolution did not only integrate the world economy, but 
allowed the emergence of wider and more powerful 

political and economic groupings (USA, Canada and 
Mexico; the European Economic Community; the East 
wanting to share the European experience; J apan and 
parts of Southeast Asia and, in addition, the incipient but 
promising agreements for the integration of the Southem 
Cone of the Americas). At the same time, however, the 
old 'Third World' broke into pieces along two or three 
main lines: there was growth of what was an appendage 
and today is a huge Fourth World of need, hunger, and 
above ali lack of hope. Parts of the old Third World 
managed to become part of the global economy: the old 
newly industrialised countries, mainly those of Asia; the 
countries that, although lacking a strong industrial base, 
found niches in the world economy, like Chile and e ven 
the drug-producing countries like Colombia, and above 
ali the petroleum producing countries. Finally, sorne 
countries of continental size, like India, Brazil, Indonesia 
to sorne extent, and - with other characteristics - China, 
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are unable to make the integrating jump, but have 
intemal resources to escape the process that leads to 
poverty without hope. 

Therefore, it is no longer a question of a South at the 
fringe of the capitalist core, attached to it through the 
classical relations of dependency; not even of the 
phenomenon, de.scribed 25 years ago by Enzo Faletto and 
myself in our book Dependency and Development in 
Latin Ame rica, of the transfer of parts of the productive 
system, through multinational companies, and the asso
ciation of local producers with foreign capital to form 
the 'dependent-associated' development style. In fact, 
it is another, more cruel phenomenon: either the South 
(or parts thereof) enters Úle democratic-technological
scientific race, invests heavily in research and devel
opment and undergoes the 'informational changes', or 
it becomes unimportant, unexploited and unexploitable. 
Hence the SouÚl faces a double risk - of not being able 
to integrate itself or of 'being integrated'. The countries 
(or parts thereot) Ülat are unable to remake the revolution 
of the contemporary world and at the same time to find 
a niche in the intemational market, will end up in the 
'worst of a11 worlds'; they will not even be exploited (as 
in the old situation of colonial dependence or in the 
dependency relations of associated development). They 
will be unimportant and uninteresting for the develop
ment of the globalised economy. 

On Úle oilier hand, the Southern countries that succeed, 
even if only partially, in finding the meaos to join in the 
contemporary revolution, will face still another dilemma: 
to define the ways in which they will integrate themselves 
(that is to say, a selective policy of 'opening of markets', 
an adequate industrial policy, an educational policy that 
makes it possible to integrate the masses into contem
porary culture, a science and technology policy capable 
of supporting economic growth etc.) or to be swallowed 
up by the globalisation of the economy starting from 
sorne sector in which they have relative advantages. 
The problem is Úlat the great relative advantage of the 
past, which ensured the integration of the South into the 
international market, although in a condition of 
dependency, has lost its importance. It consisted, 
basically, in the abundance of arable land, of mineral 
resources and of cheap labour. Relegation to the Fourth 
World now appears as the most likely prospect for the 
countries that can count only on these resources. There 
has been, therefore, a substantial change in the 
dependency relations between South and North. The 
change is two-fold: the loss of importance of vast areas 
of the earth to the world economy (even considering their 
exploited and dependent condition) and, on the other 
hand, the challenge, which is no longer a purely 
'economic' one, but now involves the whole of society, 

in other parts of the ��,uth. 

I will make myself clear. In the past, it was possible 
to respond politically to the old dependency relations by 
arguing for 'national decision autonomy', for more 
industrial investments (to escape from the deteriora
tion of the terms of exchange ), and for the expansion of 
the domestic market in order to break the chain of 
dependency of the 'enclave' type and to force the intemal 
distribution of income. Now the political response 
demands, also in the South, the setting up of the 'new 
society'. A destiny with dignity for the countries of the 
South will only be achieved through more education, a 
better state, greater productivity of 'human capital'. 
with a technological leap (information technology, new 
materials, ecological respect, new organisational 
activities). At the same time there must occur the democ
ratisation of society and of the state (which have become 
the conditions, as I have already stated, for the union 
between production, the university and society, in an 
atmosphere of freedom favourable to organisational 
and technological innovation). 

CONCLUSIONS 

So I retum to the starting point Paradoxically, in a 
world in which technology seemed to generate the 
control of everything, now this same technology pre
supposes freedom. In the advanced capitalist countries 
and in the socialist societies, as we saw at the beginning 
of this paper, without hope (and, therefore, without a 
utopía, even if it is a medium-term one) there will be no 
continuity in 'progress' (although this 'progress' should 
be redefined in terms of the necessary recognition that 
it is not inevitable, since both hecatombs and failure 
remain as possibilities). In the Southern countries, 
priority must be given to the 'reform of society'. 
Otherwise, their positive integration into the world 
economy will not be possible. In this case, also, progress 
(hope, the welfare state, democratic socialism, social 
democracy) are neither the necessary consequence of the 
current challenge nor the only way to attain the democ
ratisation of society and of the state. B ut they remain as 
valid and contemporary options, provided they are 
properly reformulated and modemised. 

It should be noted that, in the face of the challenge of 
modemity and of the impression that reason and the 
market are closely entangled notions, the political 
concem in vast areas of the South is that the reaction 
against inequality can only occur through the strength
ening of the national will based upon the fortress of the 
state. Where this belief finds the bases for its propaga
tion in faith (as in Islam), cultural regression may be 
proudly presented as if it were an in.strument of progress. 
In many areas of the South, despondency seeks subli
mation in new salvationist theses which substitute for the 
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blind faith in the inevitability of revolution ( which was 
an attribute of the industrial world until the coming of 
the 'informational societies', and the idea of a union of 
the whole nation against imperialism (or whatever name 
is now given to advanced capitalism). If this regressive 
response is not capable of shaking the foundations of the 
modero world (and it might well threaten them, as in the 
case of Iraq, forcing reactions which are also irrational, 
even war aimed at wiping out evil), it diverts the energies 
and paralyses vast sectors of the South which, instead 
of seeking adequate answers to their troubles (even 
more so in the Fourth World, which finds no answers at 
ali), develop regressive ideologies. Sceptical about any 
utopias (even about those of moderate scope), these 
movements create nothing but matrixes for the local 
'counter-culture', with isolated repercussions in the 
hegemonic centres. 

It is therefore necessary to redefine the dependency 
issue. This redefinition, however, so as not to bring 
about only discouragement and the acknowledgement 
that either the South is no longer of any importance or 
that it is possible to 'integrate' it, will require a 
Copernican revolution of the kind that was proposed by 
Gorbachev: just as the Berlin Wall collapsed when the 
Soviet leader recognised the uselessness of war between 
the two blocs and the impossibility of economic 
centralism beating capitalism, so the South - or at least 
its sectors where nothing but hopelessness is to be found 
- will never leave the perverse isolation to which it is
now relegated unless its problems are placed at the
level of global issues. 'New humanism', and the
acknowledgement of the global village and of 'spaceship
earth', end up as cynical statements if they do not
consider the issues of poverty, backwardness and
illiteracy-in short, the problems of the old Third World
-as matters to be discussed and faced at a global level.

This 'globalisation' ofThird World problems'cannot

be approached as a whole, since as we know the South 
is not homogenous. The term 'new humanism' may 
mean, to many countries, 'renegotiation of foreign debt 
in terms compatible with development plus transfer
ence of technology plus access to the world markets'. To 
other countries it may mean, without any disguise, the 
transfer of food, hospitals and schools. What cannot 
happen is what has been happening until now; namely, 
that in the 'crisis of socialism' and in the reassessment 
of the effects of the �global economy', the South remains 
as a mere hindrance, to which only lip service is paid. 
If the socialism of the future is to meet again with hope, 
it will be necessary to adopt a global approach and to treat 
as common issues, along with ecology, the problems of 
poverty and of the reconstruction of the societies and not 
only of the economies ofthe Third World. If this ethical 
dimension is lacking, the ideology which is now being 
designed for the renewed social democracy will have the 
bitter taste of hypocrisy. 

To conclude: it is not only a matter of an 'ethical' 
dimension. Third World poverty, the cultural regression 
of parts of it and the hopelessness ali this brings about 
will reach the First World in diverse and menacing 
forms: migrations, disproportionate demographic growth 
among the 'non-internationalizable' populations, 
terrorism and authoritarian national states with threat
ening, though limited, powers are sorne chilling 
examples. Therefore, whether it is due to a generous 
utopia or to the interest in preserving the wellbeing 
already attained, the 'new socialism' must face North
South relations in renewed terms. J ust as there was 
someone who brought East and West together, there is 
now, in the new intemational order of the globalised 
economy, a blank space to be bridged by a dialogue 
founded on realism and, at the same time, on solidarity, 
without which the populations of the Fourth World, at 
least, will suffer even longer in poverty and oblivion. 
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SOCIALISM AS A GLOBAL 

ALTERNATIVE: A VIEW 

FROM THE SOUTH 

Pablo González Casanova 

I would like to discuss the crisis of socialism and of 
the socialist countries of the Third World and to think 
about socialism as a global altemative from the per
spective of that part of the world. 

When one analyses the process of 'reconversion' of 
the 'socialist-oriented' countries / socialist-type countries 
/ countries of 'socialist orientation' of the Third World, 
it is clearly noticeable that the central aims of develop
ment are changing in the vast majority of those countries. 
The crisis of real socialism* in the USSR and the 
countries of Eastem Europe has had a serious effect on 
their projects for growth with social justice and 
commerical or financia! sovereignty, and we must 
remind ourselves that sorne of these projects have 
provided the bases for an income distribution and a 
social stratification and development that are relati vel y 
more equitable than can be guaranteed by most Third 
World govemments. 

The restoration of dependent capitalism on the 
neoliberal model is very far-reaching, and its sources are 
not only extemal. It openly changes the central goal of 
a 'future egalitarian society' and indeed the very goal of 
'liberation', while development plans and the market 
itself remain in the control of the monopolies, which are 
yet again the direct beneficiaries of accumulation. Fur
thermore, social relations of production and ownership 

* This refers to socialism as practised in USSR and Eastem
Europe and which has now collapsed. See also the essay by 
Schaff. 

are reconstituted in accordance with a new type of neo
colonial authority or supranational state, represented 
by - among others - the Intemational Monetary Fund. 
This is notan uncommon phenomenon. While Cuba's 
extemal debt is equivalent to only 20 per cent of the 
national product, in Angola it is 55 per cent, in 
Mozambique 63 per cent, in Tanzania 67 per cent, and 
in Vietnam, although there are no comparable statistics, 
the debt is as high as US$5,500 bn. Something similar 
is the case in the other sixteen countries which are 
known as 'socialist-oriented', in most of which- just as 
in those of the CMEA - external indebtedness has 
obliged them to apply 'adjustment policies' forced on 
them by letters of intention and agreements with the IMF. 

Although they differ in the degree to which they 
resist or accept these policies, under direct pressure 
from the IMF and the World Bank or from the bureau
cracies and 'bourgeoisies' associated with them, the 
socialist-oriented countries of the Third World have in 
recent years applied policies which in every case seem 
to imply renewed dependency and a resurgence of 
peripheral neoliberal capitalism. Whereas in formerly 
populist states this kind of policy involves abandoning 
projects of 'independent national development', sur
rendering the processes of accumulation to the transna
tional or associated bourgeoisie, in the socialist-oriented 
countries it also involves abandoning in practice the 
project of socialist accumulation and to a change in the 

dominant class ar bloc, formerly based in the working 
people as the spearhead on the way to socialism. Toe new 
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bloc is formed by the association of many functionar
ies who previously called themselves Marxist-Leninists 
with private local and transnational bourgeoisies. 

While state socialism, as Worsley has noted, 'aims to 
raise living standards as its primary objective' (W orsley, 
1980), adjustment policies malee payment of externa! 
debt servicing a tactical aim, and the restoration of 
capitalism and dependency the strategic objective. 
Structural change is observable in the roorientation of all 
economic resources towards the accumulation of private 
associated and transnational capital and with the trans
formation of labour into a cheap commodity for the 
private owners of the means of production. 

If not ali the countries described as 'socialist-oriented' 
are yet at the end of this dramatic process, ali those which 
are negotiating with the IMF are subjected to and accept, 
willingly or unwillingly, the notorious pressures to 
adopt neoliberal policies by meaos of which those classic 
characters, the 'foreigner' and the 'capitalist', regain 
essential control of the economy. To take an example: 
in Moi.ambique denationalisation has been occurring 
since 1979; in 1984 the Mozambican state ended its 
monopoly over foreign trade in favour of prívate 
companies; 1986 saw the liberalisation of legislation on 
foreign investment. Meanwhile the population has been 
subject to a harsh programme involving currency deval
uation of up to 420 per cent, new indirect taxes, price 
rises of 200 to 400 per cent, and finally a reduction in 
the state's social expenditure. Similar policies can be seen 
in the other countries with popular or socialist govem
ments, from Nicaragua - even before the Sandinistas' 
electoral defeat - to Vietnam. All these countries seem 
destined to lose the economic and social war, despite 
having won on the field of battle. 'We're very good 
generals of the people', said Comandante Tomas Borge 
with sorne surprise, 'and very bad economists.'. 

In Vietnam, adjustment is leading to the creation of 
private businesses, to the extension of private enterprise 
in agriculture, to a 'free market' controlled by 
monopolies, to the removal of subsidies from consumer 
goods, to the 'slimming down' of the public sector, to 
'very liberal' legislation on foreign investment. Only 
Cuba has embarked on an 'austerity policy' which has 
not changed, and is showing no sign of changing, the 
class mark of its accumulation and is not transforming 
labour into a commodity subject or subject to capital' s 
laws of supply and demand. Perhaps that is the most 
unforgivable aspect of its rebelliousness against an 
empire that considers it part of its zone of manifest 
influence. 

For many of these countries, indebtedness and the 
adjustment policies to which it leads mean not only the 
loss or the impending loss of the socialist project, but also 
that of the project of liberation or national sovereignty 
confronted with the great powers. 

Socialism as a global alternative: a view from the South 

The policy of restoring capitalism in the most 
developed 'socialist' countries affects all projects of 
liberation; it threatens both the nationalist and populist 
projects defined in the past and those which are still 
tending to strengthen their coalitions with working
class and popular movements. In the short term, the 
contradictions of authoritarian socialism and its growing 
crisis have wealcened those states and movements in the 
Third World which received support from the USSR and 
other countries which have now passed into capitalism 
or are still reeling economically, technologically, polit
ically and intellectually. Many Third World states and 
popular movements - and not just the socialist ones -
feel more and more helpless, and they are in every case 
confronting their fate in a way they had not predicted. 
The neoliberal offensive exploits and encourages the 
different contradictions in which they are trapped. 

Among these contradictions are the same ones as 
'developed socialism' is facing: the absence of a 
democratic organisation that can control authoritarian
ism and bureaucratic corruption without sacrificing the 
discipline necessary to struggle against the old expro
priated classes and imperialism; or the enormous defi
ciencies in the productive apparatus, another victim of 
authoritarianism and corruption, which thwart every 
'plan' (should anything worthy of the name arise) and 
any kind of social and economic development for the 
majority. Expressions of this painful situation can also 
be seen in authoritarian ideas that pay lip-service to 
doctrinaire 'Marxism-Leninism' and which adapt 
themselves to 'realistic policies' of locally varying 
stripes either in mixtures or by leaping from the most 
abstract 'doctrine' to the most extravagant 'reality' 
without the slightest epistemological or moral scruples. 

Contradictions occurring in the central socialist states 
appeat in the peripheral ones at the level of much 
reduced economic and social development. The masses 
in these countries, unlike those in Poland or Czecho
slovakia, do not entertain any hope of taking their place 
beside capitalism 's most advanced countries, but they 
do share the same fascination for the consumer society 
that is notable in Eastem Europe and Russia, and have 
natural desires to express new ideas, interests and 
sentiments in forms which often conflict with objective 
economic and political conditions or with their leaders 
and their style of govemment. 

Even in Cuba, where systems of popular participation 
in government are becoming increasingly open, 
especially at the base, and where official language 
represents the general interest to a high degree, demands 
are arising which are hard for the leadership to accept, 
either because they are risky in the conditions of siege 
and harassment under which the island lives (remember 
that Cuba has been forced to replace its tractors by oxen 
and its cars by bicycles), or because they call for a 
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political pluralism and changes in political appoint
ments which are not easy to introduce while pressure 
from the United States is growing and the solidarity of 
the USSR has disappeared. Such demands can also be 
hard to accept because they demand a level of infor
mation, a language, a freedom of critique and opinion 
which could easily be achieved but which govemment 
circles cannot find a way of broadening without 
weakening their own position - although, I think, by not 
broadening them they also weaken their position. It is 
certain that, as Susan Jonas has written, 'The future of 
Cuba will depend to a great extent on the skill with 
which the Cuban govemment and Cuban society can 
respond to intemal pressure for change' (Jonas, 1990); 
and it is certain that both govemment and people are 
aware of this need. But for that very reason, and because 
Cuba is not altering the class content of either its 
leadership or of labour, the United States's most virulent 
offensive in the world is directed against Cuba, which 
makes it even harder for it to make the democratic 
changes, in the spirit of José Martí, that are necessary. 
It is fervently to be hoped that it will be able to make 
them, for their achievement would be a victory for 
humanity. 

In other countries, from Angola to Vietnam, the con
tradictions in the underdeveloped socialist states are 
much sharper. In these countries we cannot discount the 
possibility of an agreement to restore neocolonialism, the 
costs of which would undoubtedly be very high, and 
which would set back still further the struggle for 
democratic socialism. 

In any case, the situation of the so-called socialist 
countries, and the situation of the socialist project in the 
Third World and the whole world, appears to call for a 
triple struggle at a global level: 

1 Defence of and solidarity with those Third World 
countries, from Cuba to Viemam, which still have 
socialist projects and struggle for them in the face 
of imperialism and its restoration; but keeping in 
mind that in the end it will be the people of each 
country who determine the nature and the timing of 
their own democratic revolution. 

2 Support for grassroots movements and organisations 
in Russia or the CIS, Eastern Europe and the 
'socialist-oriented' countries, which are struggling 
for democratic socialism and against the restoration 
of capitalism and of big private monopolies. 

3 The essential struggle against the exploitation of 
workers and for democracy, against the exploitation 
and domination of nations and for democracy: a 
struggle which joins the struggle against an order 
which accentuates inequalities and irrationalities in 
its use of surplus wealth, which creates and exag
gerates economic and social polarisation and which 

promotes the 'exclusion' of populations seen as 
'irrelevant' or dysfunctional in terms of the system. 

These three struggles together appear to comprise a 
coherent strategy for defending today's socialism, as a 
form of power, and of promoting socialist democracy, 
as a fonn of politics. All three contain an essential 
challenge and imply a historical act of creation: not to 
postpone democracy for fear of destabilisation, and not 
to lose the socialist project for the sake of the democratic 
project. 

The game is not over. In the countries of the Third 
World, the deep poverty and terror entailed by the 
restoration of neoliberalism quickly shatter the illusions 
of the masses, where they had any; for them it is 
impossible to attain a better future while their rulers 
are subjugated to imperial powers. The neoliberal restora
tion means an immediate return to exploitation and 
domination by peripheral or colonial capitalism, made 
newly operational again for today's conditions. The 
politics of repression tend to prevail o ver those of nego
tiation, and the latter before long end up as exacerbated 
exploitation of the vast majority of workers. The 
phenomenon becomes visible in overt and covert military 
interventions, both homegrown and foreign, and in an 
increase in taxation, extemal debt and unequal tenns of 
trade involving the surrender of enterprises and natural 
riches. So, while the successes of the liberal counter
revolution are rapidly revealing their contradictions in 
Eastern Europe, in the Third World the restoration of 
capitalism and colonialism, in toda y' s transnational 
fonn, are preying on peoples and workers just as the old 
colonialism did. This creates the urgent need for a new 
struggle for liberation, democracy and socialism, as 
struggles against exploitation of the vast majority of 
manual and intellectual workers, who, on their reinser
tion as a commodity, receive for equal work and pro
ductivity a lower price than before and lower than their 
counterparts in the central socialist countries. 

At ali events, the intemational situation is uncertain, 
and perhaps in the immediate future will become even 
more favourable to the liberal counterrevolution. But we 
cannot discount the possibility that future struggles may 
produce a new movement for socialism, a global 
movement in which militants coming from social 
democracy, from Leninism and from revolutionary 
nationalism will join forces with the emerging social 
movements which give the struggle for democracy and 
socialism an original language and ideas enriched by the 
hard experience referred to by Frei Betto: 'While 
capitalism pri vatised property and socialised dreams, 
socialism as it really exists socialised property and 
privatised dreams.' 

A great intellectual renewal seems imminent. To the 
culture of class contradictions and the renewed analysis 
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of the contradictions that apply to capitalism today will 
be added a new cultme, that of the contradictions of real 
socialism itself. Salient among these contradictions are 
those which belong to the politics of ideals, which 
shrink to a politics merely of clienteles, or of groups, or 
of a micropolitics in which the ideal is lived daily as a 
reality and both are experienced as problems to study and 
solve. Also, it seems to me, the new project will put 
forward a special development of dialectical analysis 
without having to legitimate it with the thinking of 
leaders and classical authors; that is, a historical and 
empirical analysis of socialism as an altemative politics 
of contradiction which transcends its previous limits 
with generations who have new experiences and new 
hopes. 

In any case, viewed from the most diverse geograph
ical and ideological positions, the socialist project today 
appears multidimensional and global. Either the struggle 
for socialism is seen as a struggle for democracy and also 
for liberation, or the concept of that struggle is very 
'poor. And this struggle for socialism, liberation and 
democracy must be studied beyond the limits of classic 
Eurocentrism or of Third-World parochialism, as a 
proje.ctof really worldwide scope; and that means making 
an effort to understand it from the viewpoint of the South 
and to reject any implicit idea of a colonial democracy 
ora socialism with colonies, that is, to reject the kind of 
ideas that are often not explicitly rejected in social 
democratic, socialist and communist thinking. 

The legacy of the nineteenth century is that we now 

Socialism as a global alternative: a view from the South 

know that a world struggle for socialism is not possible 
without also struggling against colonialism and impe
rialism. The principal legacy of the experiences of the 
twentieth century is that the struggle for socialism is not 
possible unless it is worldwide and is also a struggle for 
democracy. 

Today, all over the planet, the priority of the new 
history is the struggle for democracy and, starting from 
that struggle, the struggle for liberation and socialism. 
Together, those three struggles constitute - like respect 
for the self-determination of peoples - the only alter
native for the survival of the world. 
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WHAT IS DEAD AND WHAT 

SURVIVES IN MARXISM? 

Adam Schaff 

For sorne time now, this theme has been revolving in 
my head. I was inspired by the ever-deepening crisis of 
the countries of 'real socialism '* and its final devastat
ing collapse. Public opinion, at least in the countries of 
'real socialism', identifies this catastrophe with the 
collapse of Marxism, since Marxism served as the ide
ological point of reference for the now-departe.d regimes. 
I believe that such an identification is wrong, for the 
practice of the countries of real socialism was, in its basic 
elements, totally opposed to the teachings of Marxism, 
although it always claimed Marxism as its ideological 
source. This false identification will be very difficult to 
overcome, because passionate feelings are at stake, and 
because those who hold them are often ignorant of the 
content of Marxism. Nonetheless, this work must be 
done, for many reasons, also of a practica! nature, 
reasons which are relevant to the development of the 
'new left'. 

That an answer to the question 'What is dead and what 
survives in Marxism?' is necessary should cause no 
surprise: Marxism as a theory and the ideology it 
generates have performed and still perform a very 
important role worldwide, within the left in the broad 
sense of the term and not just the labour movement. As 
a theory and an ideology, Marxism is getting on a bit: 
it is a century and a half old. If we do not confuse 
Marxism with a religion, that is, with a faith that is 

• Translated from 'socialismo real' this means socialism as
it existed in the USSR and Eastern Europe. 

subject to no control; if we treat it as a system based on 
scientific convictions, with the rigorous reasoning such 
convictions require, then we shall have to accept that 
Marxism should evolve and develop in accordance with 
changes in the reality it analyses, changes which are 
clearly unquestionable. 

I must wam the reader, anticipating to sorne extent the 
arguments I shall be expounding below, that I intend to 
show in this text that, despite the evident senescence of 
a whole series of its theses, Marxism continues to be a 
living doctrine and, moreover, an incomparable tool 
for the social sciences and their study, as well as a 
practica! guide for the social activity of the left. By this 
I do not mean that in acknowledging these values of 
Marxism, both as a theory and an ideology, I incline 
towards any kind of dogmatism as regards the thought 
of Marx and Engels, the classic proponents of the 
doctrine, or the hagiography that surrounds Marx as a 
personality. I must stress that my attitude towards Marx 
is in this sense very critica} - but that is a quite diff erent 
theme and one I will not touch upon here. 

I am still a Marxist - in sorne sense of the term - but 
I advocate a new reading of Marxist doctrine, without 
denying the need to consigo sorne of its theses to the attic 
of history. Nonetheless, I find myself putting forward this 
idea at a moment which scarcely favours scientific 
objectivity, or even a commonsense approach to the 
appraisal of Marxism. This lack of objectivity is caused 
by the negative reactions generated by the sometimes 
mind-boggling disasters of real socialism, disasters 
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which on occasion have dumbfounded observers. So I 
feel obliged to be cautious and, when possible, to take 
prophylactic action against attitudes of groundless 
aversion to Marxist doctrine. This is all the more 
important, I think, because these are weighty issues, 
and particularly because we are dealing with them from 
a left-wing ideological standpoint. A lack of interest in 
making the ide.as propounded psychologically acceptable 
can activate the defensive mechanism called cognitive 
disoonance, which makes it difficult-at times impossible 
- to analyse rationally the matters that concem us here.
Toe present situation is an example par excellence of this;
and here I feel I must make a supplementary remark of
a general nature, before getting into the meat of my
argument

I have already mentioned the negative effects the 
present crisis of real socialism has had on a rational 
appraisal of Marxism, its scientific role and its function 
on the left I am writing this analysis during a unique 
period, when the crisis of real socialism is at its peak, 
causing alarm even in the best prepared people, people 
who are supposedly proof against any of the many 
upheavals that could yet occur. I consider myself one of 
those people. But I must admit that when I began to write 
this analysis in the last days of December 1989, I was 
glued to the television so as not to miss any of the news 
items and images of what was happening, nor any of the 
many horrors that were being made public and which still 
make a cool-headed analysis hard to achieve. After 
reading Varlam Shalimov's Tales of Kolyma (a book 
which every left-thinking person has a moral duty to read: 
by descending with its help into the unguessed-at depths 
of a modero Inferno, they will understand the lengths to 
which Communo-fascism - which is, unfortunately, 
also a form of socialism - can go), I thought nothing 
more could shock me. Yet again reality had proved far 
richer than imagination - and I am not referring simply 
to the apparition of a new paranoiac (another Stalin), a 
new version of Dracula starring Ceau�scu, but to the 
fact that an 'orthodox' application of Marxism-Leninism 
could lead to such deviations, such terrible crimes 
against humanity; and, worst of all, in the name of 
socialism. For such phenomena were not the exception, 
as was shown at Timisoara and Bucharest in December 
1989, and by the Tiananmen Square massacre of June 
1988. These events seem to indicate that there is a 
certain regularity in such occurrences, and this possibility 
may negatively predispose my readers towards the 
theses of Marxism which I intend to defend. 

Clearly, Marxism is not synonymous with Marxism
Leninism, which is only a specific interpretation of 
Marx's theories. As is also very easy to prove, in many 
of its fundamental theses (particularly those referring to 
the necessary conditions for carrying out the socialist 
revolution and to the concept of the dictatorship of the 

What is dead and what survives in Marxism? 

proletariat) Marxism-Leninism is in contradiction to 
Marxism and leads definitively to Communo-fascism. 

A NEW READING OF MARXISM 

When we ask what there is that is still alive in 
Marxism, we are asking which of the theses of Marxism 
continue to have creative, innovative features, both in 
scientific research and in the practica! work of social 
movements on the left. What interests me here is to 
organise a 'defence' against attacks on Marxism. What 
I want to do is to unfold an 'offensive' based on a new 
reading of Marxism which will reopen our eyes to new 
aspects of problems we thought we knew perfectly well. 
This new reading - at least this is my aim - will 
encourage the exposition of theses which may be less 
well known, forgotten or undervalued as a result of the 
rather meandering development of the labour movement. 
This could also modify our approach to the entire corpus 
of Marxist theory, which would enable us to draw new 
conclusions at both the theoretical and practica! levels. 
So I am interested in a new reading and a new under
standing of Marxism. 

I should briefly explain the term 'new reading' of 
Marxism. We cannot use it without remembering that it 
was invented by Louis Althusser, who interpreted Marx 
as a 'structuralist Marxist'. Toda y that interpretation 
has passed into history, and not only because intellec
tual fashions in France are fleeting. When Althusser 
died, after having murdered his wife, his ideas sank 
into oblivion and the whole 'French school of struc
turalism' disappeared. However, before succumbing, 
this school launched several 'orthodox' theories which 
did Marxism a great deal of harm: Althusser had 
influenced many circles as a left-wing thinker, and in 
Latin America he was seen by many as breathing new 
life into Marxism - as a science, naturally - as a result 
of his attacks on Marxist ideology. What is to be done 
about his school and the structuralist trend in Marxism? 

Were ali its adherents mad? I'm sure they were not. I 
devoted a whole book to the issue, entitled Marxism and 

Structuralism. What I am interested in is a really new 
reading- notjust of Capital, as in Althusser's case, but 
of Marxism in general - and in showing that my inter
pretation is explicitly opposed to that of the 'struc
turalist Marxist' school. 

This text is concemed not only with pointing out 
those theses of Marxism which still have heuristic value 
in our time for scientific research and for the practice of 
parties on the lef t. It is also concemed, at the same 
time, with showing the innovative character of this new 
reading of Marxism in the light of a new vision of the 
structure of Marxist thought. 
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Lenin wrote about this structure in a remarkable 
�Y, 'Three sources and three components of Marxism'. 
But - like ali the giants of the interoational communist 
movement in the 1920s - he wrote without a full 
knowledge of the basic works of Marx and Engels in 
philosophy and the social sciences. All the 'Olympians'. 
including the greatest - people like Lenin, Kautsky, 
Plekhanov, Rosa Luxemburg - knew only a part of 
Marxism, because sorne of the fundamental, classic 
worlcs of Marxism had not yet been published. They were 
published in the 1930s and then only as a gesture: for 
instance, the first edition of the Grundrisse was almost 
totally lost during the Second World War. Odd as it may 
seem, the Olympians, including Lenin, did not have 
the necessary preparation in Marxist theory. Later, there 
were not people in the highest ranks of the movement 
or at the interoational level with the necessary time and 
intellectual capacity to subject current ideas to the 
'revision' they should have had. For this reason they did 

! 

not understand what the bearers of new concepts about 
Marxism wanted of them. For them, those new concepts 
were not Marxism, for that was not what they had learnt 
in the original popularisation courses, which had taken 
place principally in the prisons. To cap it all, there carne 
times when 'holy ignorance' was a thing to be defended, 
times when there was no room for the individual, times 
for alienation. The revolution which triumphed and 
which resulted in 'real socialism' demanded the opposite: 
it condemned all innovation as 'revisionism'. Stalin 
ordered the suspension of publication of Marx' s 
Complete Works afer volume VI, and the order was in 
force until he died. In this way reality and its ideologi
cal base degenerated and Marxism itself was falsified. 

Our modero 'reading' of Marxism cannot limit itself 
to the opinions and ideas formulated by Lenin. It must 
be a new reading not only because we now possess a 
greater knowledge of Marx's works, but also because 
such a reading is demanded by the needs of the modero 
world and the sometimes painful experiences of the last 
seventy years, related, inter alia, to the collapse of 'real 
socialism', which was based on Lenin 's antiquated and 
erroneous interpretation of Marx. 

Nonetheless, it is important to make one further obser
vation. We need not only a reading of Marxism different 
from Lenin' s. We also need a more modest reading by 
comparison with the intentions and aims that informed 
Lenin's investigations. Lenin tried to draw up a complete 
structural outline of the system of Marxist thought. My 
intention is only to discuss sorne elements of that system 
which can be recommended to the modem researcher in 
the social sciences as useful tools, and to pelitically 
engaged people as ideologically valuable instruments in 
the struggle to channel the current transf ormation towards 
the left. This is far from being 'all' one can find in 
Marxism - for example, I am leaving out the whole area 

of Marxist philosophy, although I share its view of the 
world, because that is a theme that would require a 
special analysis of its own - but at the same time there 
will be 'more' than is normally found in it. I want to 
discuss Marxism in a different way, in what I hope is also 
a more suitable way for our present needs than the tra
ditional analyses. 

M arxism for the present 

How should we begin? The ideas given shape in the 
works of Marx and Engels and their successors are 
enormously rich in content and address an extraordinary 
number of themes. They will not ali concern us here. Any 
attempt to create an integral system out of this variety, 
which ,is the result of different responses to different 
needs - given, moreover, at different times - is a risky 
busi.ness and must of necessity be tinged with subjec
tivism, with the characteristics of the author of the 
attempt and the times in which he or she lives. This is 
one of the reasons why different 'Marxisms' exist, not 
only historically but also in the present Their differences 
are due, among other things, to the differences between 
the questions they are required to answer, questions 
determined by the needs of their authors. For this reason 
- and without going back very far into the past, although
that would throw more light on the question - when Trot
skyists and followers of the Theory of Liberation describe
themselves confidently as Marxists. they are thinking of
different forms of Marxism. And I too, when I refer to
the 'living theses of Marxism' today, mean something
different from what Benedetto Croce meant at the
beginning of this century.

For just this reason, I am not going to try to create a 
structure for the system of Marxism, because in my 
view that system as such does not exist. Marx himself 
was the first to protest at attempts to impute such a 
creation to him. What I am trying to do is to reconstruct 
(orrediscover) those ofMarx's theses which apply to the 
challenges of our time and which therefore, despite 
being a century and a half old, have not lost their youthful 
freshness and innovative character. It makes no 
difference to me whether we begin at the foundations or 
the roof of the edifice called 'Marxism' by its builders, 
nor does it matter who built it. What matters to me are 
the original theses of Marx and Engels (either directly 
formulated by them or logically deducible from their 
works) which are better able than other theories to 
answer current questions and which are relevant to the 
life of society. These theses demonstrate the heuristic 
value of Marxism and refute the nihilist critique advanced 
by those who have somehow been trapped by the present 
social crisis in general and the crisis of 'real socialism • 
in particular. 
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The greatest need felt today by the supporters of 
socialism, both as a political movement and as a vision 
of a better society, is for a reply to the question: What 
does the word 'socialism' mean today? The sources of 
this uncertainty lie in the multiple crises we are experi
encing now under the 'banners of socialism '. It is for 
precisely this reason that it has been possible to create 
an 'ecumenical' movement, a 'brainstorming' movement, 
with the splendid name of 'Socialism of the Future'. 

At first sight the question may appear paradoxical, the 
more so when we are posing it 150 years after the pub
lication of The Communist Manifesto and 70 years after 
the triumph of the October Revolution in Tsarist Russia. 
Out of that revolution arose the first state to be considered 
by many as socialist, the state that became - in one 
form or another - the dominant model after the Second 
World W ar in countries covering a third of the globe. So, 
why are we asking this question, What is socialism? -
especially when, as members of the 'Socialism of the 
Future' movement, we have no doubt, taking into account 
(inter alia) the current industrial revolution, that the 
society of the future will be socialist, e ven though we do 
not know what concrete forms it will take, either in 
detail or with respect to sorne problems of great 
importance which we thought had already been solved? 

Until now it was generally accepted that a socialist 
regime was distinguishable from a capitalist one above 
ali by the socialisation of property, which, according to 
the classical authors of Marxism, meant the nationali
sation of property. Politically speaking, socialism meant 
the substitution of the working class for the capitalist 
class, in both rural and urban areas, and the dictatorship 
of the proletariat We used to know then what socialism 
was, although there was disagreement about many of the 
issues derived from those fundamental principies. So why 
are we asking the question again now? Why are we 
enquiring now what the essence of socialism is, if we 
have not needed to do so before, and if we claimed to 
be convinced that socialism would exist in the future? 

The chief cause of our uncertainty can be found in the 
catastrophe of 'real socialism'. Toe catastrophe affected 
ali parts of Eastern Europe, but also the Soviet empire 
itself, which is now going through a very serious crisis 
whose outcome we cannot predict. Clearly these events 
have also had catastrophic consequences for what at 
one time we called the 'world communist movement'. 

Secondly, the two main features that defined a regime 
as socialist- socialised, as opposed to private, ownership 
of the meaos of production and the dictatorship of the 
proletariat, as opposed to the rule of pluralist parlia
mentary democracy - have lost ground. 

Let us return for a moment to the problem of the 
socialism of the future. Paradoxical as it may seem, we 
can no longer say what the word 'socialism' means. For 
obvious reasons, we have to discard ideas about socialism 

What is dead and what survives in Marxism? 

which previously seemed crucial to its definition. Toe 
realisation that we can no longer define socialism is a 
shock, especially for supporters of socialism. However, 
it is the plain truth. But that does not mean that we are 
not in a position to give a generalised definition of the 
notion which has symbolised humanity' s dreams not only 
for the 150 years since the rise of scientific socialism but 
for the many centuries since its appearance as a utopian 
idea. I would venture to suggest that that dream has 
existed for thousands of years and that it arose out of 
certain religious, particularly Christian, ideas. I think that 
the briefest, and at the same time the most general, 
definition of socialism as a form of human life in society 
is the (utopian?) idea of a society in which every kind 
of exploitation and every kind of inequality between 
people has been overcome. Everything else we can say 
about socialism and everything we can postulate in 
terms of the social conditions it creates in practice 
(things which are liable to change in history) can only 
serve as a commentary on this definition. But it is 
precisely those commentaries that interest us here, for 
we are considering the future forms of socialism in the 
conditions of the new industrial revolution. 

THE MARXIST THEORY OF ALIENATION 

What is the best way to analyse these problems and 
find the best, most concrete responses? For such an 
analysis, I think we have to malee use of the Marxist 
theory of alienation. 

Let us begin with a few words on the history and the 
originality of this theory. I have already said that Lenin 
was correct to write of the three components of Marxism: 
that is, its economic theory, its philosophy and its 
political theory. These three elements have well-known 
historical roots and Marx did no more than give them his 
personal touch. On the other hand, the theory of the 
human individual and the theory of alienation are original 
products of Marx' s thought, although they also have their 
sources in previous work: as the old proverb says, there' s 
nothing new under the sun. 

Toe Marxist theory of alienation had its predecessors. 
The first glimmerings of this theme are remote, but in 
more recent times we could single out Hegel and other 
exponents of classical German philosophy (such as 
Ludwig Feuerbach with bis interpretation of religion) as 
the authors of ideas which embraced certain forms of 
alienation. 

This could justify Lenin' s view, for it can be argued 
that, since German philosophy discusses the components 
of Marxism, it also addresses the problem of alienation, 
which forms part of that philosophy. In fact, while in 
general terms we have to agree with Lenin, from a more 
practica! point of view - which is the one we are taking 
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here - we have to disagree. I say this for two reasons. 
First, Lenin did not notice the problem of alienation 
(remember that, as I said above, a complete series of the 
basic works of Marx and Engels were unknown until the 
1930s, when they were published for the first time). 
Secondly, and even more importantly, Marx gave new 
forms to the theory of alienation and applied it to a 
very broad range of social questions. This makes it a 
convenient tool in the investigation and analysis of 
various aspects of exploitation - and, in my opinion, an 
indispensable tool for building the practical struggle to 
overcome that exploitation. 

For our purposes, another historical aspect of the 
theme is also very valuable. The theory of alienation 
became very fashionable in the period after the Second 
World War, thanks to French existentialism. To tell the 
truth, only one of its aspects was involved, that of self
alienation (in my terminology I use the term 'subjective 
alienation'), a concept beloved of Sartre and Camus; but, 
be that as it may, it was thanks to that intellectual fashion 
that the world became interested in this theory. The 
French existentialists acknowledged Marx, particularly 
the young Marx, as the source of their inspiration. 
Interest in the young Marx boomed, and a firm 
conviction grew up that the young Marx had created the 
theory of alienation at the time of the Paris Manu
scripts, when he was still influenced by Hegel, and that 
it was later, free of the German idealist philosopher' s 
influence, that he rejected the theory of alienation. 

A shameful spectacle then ensued, intellectually 
speaking: the existentialists offered the Marxists, as the 
gypsy song has it, 'a golden apple on a golden plate' -
Marx' s own theory of alienation, which the Marxists (I 
am referring here to the 'orthodox' Marxists of the 
time) had ignored and neglected. But these Marxists, 
terrified, rejected it, using all possible means to strip it 
of its dignity as one of Marx' s products. Here was a 
phenomenon that combined the cynícal effrontery of the 
Stalinist version of Marxism, ignorance on the part of 
those who took the decisions, and sheer insanity. 

Objective political conditions made the Stalinist 
period unfavourable for analysis of problems conceming 
the individual. On the contrary, in that period, ways 
were sought to consign the study of theory to oblivion, 
in order to substitute the anonymous masses for the 
individual. There are certain theorists of Marxism still 
living - I don 't know if they still think the same way -
who insisted that the importance of Marxism consisted 
precisely in this substitution. This situation resulted in 
the falsification (or- let's put it more delicately- a false 
interpretation) of Marx's text in translations. 

To this strange history of extrascientific obstacles to 
the understanding of the theory of alienation, we must 
add simple ignorance. Persons of mediocre intelligence 
occupied decision-making positions. Their elementary 

education in Marxism was not geared for this kind of 
problem and for that reason they called it 'the borden of 
idealism trying to be smuggled into ideology (sic)'. 

Lastly, there was the element of sheer insanity (I am 
deliberately using the language of mental illness): 
'Marxist structuralism' excluded the young Marx from 
Marxism, with the aid of the famous concept of coupure. 
It described the Grundrisse, a work written by Marx in 
1859 (that is, in his maturity) and steeped in the theory 
of alienation, as a 'lamentable piece of backsliding into 
the sins of his youth'. 

In 1978, in a monograph entitled The M arxist Theory 
o/ Alienation, I undertook the task of reconstructing 
the problem in reverse - starting from the works of the 
'old', advanced Marx and working back towards his 
'youth' in arder to show that the theory of alienation had 
the same value for Marx throughout his entire corpus. 
Unfortunately, this book is unknown in the countries of 
so-called 'real socialism'. The publisher of the Polish 
Communist Party held onto the book for ten years 
without deciding to publish it. Possibly, as those countries 
come full circle and return to capitalism, the conditions 
may now arise for the publication of this monograph -
to date the only one to deal with the subject - devoted 
to the theory of alienation in Marxist literature. The 
book could be of help towards an understanding of the 
theory of alienation in a region where, as a result of the 
crisis of 'real socialism', it is singularly necessary. 

In what does the heuristic value of the Marxist theory 
of alienation lie? 

Above ali, in the differentiation between objective and 
subjective alienation (the existentialists recognised only 
subjective alienation), which permits different tactical 
conclusions to be drawn. This differentiation is implicit 
in Marx' s work on the theme. Marx himself said that he 
had 'tumed Hegel's dialectic on its head'; that is, he gave 
it a materialist interpretation. The existentialists did not 
admit this consequence of the new interpretation in the 
theory of alienation. They admitted only self-alienation 
(subjective alienation). 

What are these two different forms of alienation? 

According to Marx's theory, objective alienation 
meaos that all products of human beings - not only the 
material goods they create but also social relations or 
spiritual goods - function within a certain social 
mechanism which imposes a certain existence on them. 
For this reason, although people create these products 
for concrete ends and in pursuit of certain results, the 
products can act, in the social sense, independently of 
the will of people, and even against them, in extreme 
cases becoming a threat to human existence itself. Illus-
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trations of this idea abound in the specialist literature, 
so I do not need to repeat them here. 

It is easy to see why the theory of alienation (or this 
aspect of it) is so important to us, because we understand 
'socialism' in general terms to be a society which has 
overcome the exploitation of sorne human beings by 
others. All exploitation of this kind is a specific form of 
objective alienation. Only when the material or spiritual 
products of human beings, resulting from their conscious 
octivity in pursuit of the satisfaction of given needs, begin 
to function independently - usually against the 
producer' s will and in a negative way for him or her and 
other people, becoming a threat to their very existence 
-do we find ourselves in the presence of an alienation
which is the basis of a particular form of exploitation.
Toe human activity that generales exploitation is always
undertaken with positive aims from the point of view of
the person or group to which it belongs. In the existing
social mechanism and in the conditions which determine
it, this activity becomes alienated on acquiring the form
of a particular product and on that product' s becoming
independent of the will and purposes of its creator, and
manifests negative social functions.

This general interpretation of objective alienation 
may look somewhat artificial. It may look like an attempt 
to justify the subjective intentions of the subjects of 
particular acts which may be bad in principie and which 
consciously seek to exploit: for instance, economic 
exploitation, the subjection of a people or racial dis
crimination. But that is not what I am trying to do here. 
Let us focus on the example closest to our concems. Rev
olutionaries, people of unquestionable goodwill, try to 
put socialism into practice in a society which lacks the 
necessary maturity (lacking the objective and subjective 
conditions to which Marx himself referred), and con
sequently meet a situation which obliges them to use 
terror, to develop a bureaucratic apparatus and to deprive 
their society of freedom. This means that they achieve 
the exact opposite of what they desired, as happened in 
the countries of 'real socialism'. What is produced is the 
alienation of the revolution, which strikes down 
everyone, including its creators. And these are the 
phenomena that concem us most. 

The theory of alienation helps us not only to analyse 
events and understand their meaning better. It also helps 
us - and this is particularly important - to ensure a 
better practice and to adopt preventive measures to 
defend ourselves against the serious errors which we 
could commit in ignorance of the laws that govem the 
events that concem us. 

Herein lies the heuristic value of 'living' theory, from 
both the scientific and the pragmatic points of view, when 
a human activity based on knowledge comes into play. 
This observation applies to the entire analysis that I 
shall be making around what remains 'alive' in Marxism 

What is dead and what survives in Marxism? 

and around the role of Marxist-related ideology in the 
contemporary left movement I am making this obser
vation here rather than at the end of the analysis because 
in my view this will facilitate our understanding of the 
argument as a whole. 

Let us put the question in concrete terms. Above, I 
expounded the thesis that the theory of objective 
alienation can be very useful, even indispensable, in 
arriving at a general definition of socialism as the regime 
of a society which has overcome exploitation (1 am 
talking, naturally, of a process). Anyone who accepts this 
definition of socialism, whatever reservations they may 
have, and considers it desirable that this kind of society 
should one day emerge, may add - and more than one 
person has done so - that neither Marxism nor the 
theory of alienation is necessary to achieve that aim; and 
that the same conclusion can be arrived at by the use of 
commonsense and empirical knowledge, wihout any 
need to resort to ideology. I think that attitude is incorrect, 
however, and that to deny that Marxism is of any theo
retical use at all is to impoverish science. Commonsense 
is very useful in everyday domestic matters and can 
also be appropriate when one is looking at social issues, 
particularly in the case of complex issues which are a real 
headache to analyse scientifically. But this does not 
mean that we can reject the generalisations that science 
makes possible. Science helps us to grasp the meaning 
of regularly occurring phenomena, which simple com
monsense cannot usually do. The same is true in the 
sphere of political activity, in which theory is particu
larly useful, because it points out the regularities which 
have been detected by research in the social sciences and 
indicates the ideology which establishes the objectives 
of social development that a given political movement 
desires, on the basis of the theory and a given system of 
values. In the labour movement that theory and ideology 
traditionally derive from Marxism. As I pointed out at 
the beginning, Marxism cannot be approached dog
matically. Marxist theses which have become obsolete 
as a natural result of change, or which experience has 
shown to be wrong, cannot be promoted simply because 
they are Marxist. But it is just as bad to reject everything 
that lives on in Marxism and can be useful in practice, 
and even worse when the rejection is motivated by the 
desire of a political force to win wider popularity and to 
capture the votes of people who fear the left and its 
ideology. In the long term - and especially in civilisa
tion 's present period of transition - such an attitude 
can mean the loss of something much more important 
than what it hoped to gain. 

Following these general remarks, I must now say 
something about the second strand in the theory of 
alienation, self-alienation or subjective alienation. Here 
we are not concemed with products created by people 
which under given social conditions become indepen-
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dent of, or opposed to, the will and intentions of their 
creators, but of people themselves, who in certain 
concrete conditions cannot achieve their aims for the 
development of their own personalities and begin to 
see their lives as something 'foreign' (and thus unde
sirable), since the forms of their lives are determined by 
social conditions. This vision of one' s own life as 
something 'alien' leads a person to lose interest in the 
functioning of the things that determine bis or her life, 
particularly in the political sphere, which is what inte�ts 
us most here. Without human activity, without the 
militancy of men and women, which embraces the 
readiness to malee sacrifices - including the supreme 
sacrifice - it will be impossible to achieve a society free 
from exploitation. And the process which will lead to the 
attainment of this objective will not be entirely sponta
neuous but will require, in certain situations, a conscious 
struggle by people. 

For this reason, self-alienation cannot be a question 
of interest merely to those novelists who like to rummage 
about in the mysteries of the human psyche. Self
alienation is a phenomenon of interest also to politicians, 
for at least sorne of whom a 'sick' society, one which 
cuts itself off from the social problems for which they 
are fighting, is dangerous. Politicians, chiefly on the 
promptings of the intuition gained from their experiences 
in social struggle, therefore take this question very 
seriously, although they hardly ever have any knowledge 
of theories about alienation. And politicians who are 
trying to attract militants by disseminating their 
objectives and the values for which they are fighting are 
in the same position as those who are striving to reduce 
people's militancy. Herein lies the political importance 
of the theory of self-alienation: it deals with people and 
an aspect of their lives which is often underestimated in 
poli tics. 

THE MARXIST CONCEPT OF THE INDIVIDUAL 

The elaboration of my analysis has brought us 
indirectly, via the theory of alienation, to the problem 
of the theory of the human individual in Marxism. It is, 
in my view of Marxism, the basis of all Marx 's thought 
and was his own new and original contribution to social 
philosophy. 

I know that, according to the current stereotype of 
Marxism, the idea that the basis of this theory is the 
individual, not the masses or the classes ( which is what 
the stereotype stipulates), might meet a certain degree 
of resistance. On this view, Marx - at least the 'mature' 
Marx - was concemed exclusively with the theory of 
classes and this was what marked the beginning of a new 
stage in social philosophy. This is not true. One has only 
to open the German Ideology, a work which Althusser 

himself regarded as marking the beginning of Marx' s 
'mature' creation. In that work Marx begins bis argument 
by noting that the point of departure of bis analysis is the 
human individual. For sorne, to accept this truth would 
be catastrophic, for it would weaken their anti-Marxism, 
and for others, it would outrage their Stalinist conception 
of Marxism. 

I think that abandoning this area of Marxism out of 
ignorance of theory and for concrete political reasons has 
seriously impoverished the left-wing movement in the 
last few decades. We must retum to these issues in 
Marxism, which are certainly 'live' issues, for the 
problems of the individual are flaunted on the banners 
of the many contemporary movements (for example, per
sonalist Christianity) which attack Marxism on those 
grounds; whereas, I think, Marxism's analysis of the 
issue is superior. 

What is the Marxist theory of the individual? I have 
written extensively on the subject, particularly in 
Marxism and the Individual, which I think relieves me 
of the duty to expound it in detail. 

As I have said before, this is an original theory. I place 
great importance on this observation, because I think this 
theory is the base and the viewpoint, in both historical 
and logical terms, for the entire edifice of Marxist 
thought (Marx avoided the use of the word 'system', 
because it was associated with the 'systems' of German 
philosophy of the day). The Marxist concept of the 
individual was as original as the theory of human labour 
and the values gleaned from it by the works of Adam 
Smith and David Ricardo, or the theory of socialism 
contained in the classical works of utopian socialism, or 
the theory of dialectics in the German pbilosophers and 
especially Hegel. 

Which are the elements of this concept wbich I think 
can be called fundamental? 

First of ali is Marx's approach to the individual as a 
unique living organism and the relations and social con
ditionings that convert the human individual into a 
social individual. This social character does not in any 
sense diminish the uniqueness of each individual. Many 
schools of thought which analyse this question, most 
notably personalism, emphasise the uniqueness of the 
individual; but Marxism adds new elements to the 
uniqueness, enriches it with the social aspect, which 
either passes unnoticed or is relegated to a secondary role 
by other philosophical schools, as occurs in the idealist
metaphysical (at times mystical) school. Nowadays 
there is no respectable school of psychology or sociology 
that does not use the concept of the social individual. 
Several of them will say it is so obvious a concept as to 
be a truism, but this does not alter the fact that here is 
a Marxist concept which has gained general acceptance 
and has become so much part of the body and soul of 
science that awareness of its origin has been lost But that 
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is not ali, for the consequences of this Marxist concept 
are such as to confinn its heuristic value and its scientific 
vitality. 

Second, although we stress the social character of the 
individual, with ali that that implies, we must also 
answer the question of the genesis of the individual. This 
question will reappear when we move on to the problem 
of humanism and its variants later in this analysis. This 
is a philosophical problem related to the differences 
between the materialist and the idealist world-views. 
Marxism' s answer to the problem is also related, without 
doubt, to its materialist position, but flows particularly 
from its links with empiricism in scientific investigation. 
The principie accepted by Marxism that science must 
describe reality just as it is, without additions from 
outside that reality (Engels), also enjoys wide support 
among researchers who do not feel the need to ally 
themselves with any particular philosophy. This pro
empiricist position generates the Marx.ist answer to the 
qu�tion of the genesis of the individual. That answer can 
be summed up in the phrase Horno autocreator 'the 
person as self-creator, literally Self-Actualising Man'. 
If we understand by creation a process which is at the 
same time historical and social, a person, regarded as a 
social individual, is naturally the product of himself or 
herself. History is created by people and, together with 
history, that is, the social conditions of their existence, 
people create themselves as an ensemble of social 
relations, as Marx says in bis Theses on Feuerbach. 
This element in the Marxist theory of the individual is 
invaluable for science, especially for history and 
sociology, but above all it is invaluable in human activity, 
including political activity. Movements on the left which 
forget or ignore the significance of this thesis about the 
individual are depriving themselves of a most efficacious 
political tool. 

In third place, as I indicated earlier, the notion that 
. Horno autocreator not only generates the conditions of 
bis or her own existence, but thereby creates himself or 
herself, affects the concept of humanism, understood as 
the general theory of the place of the person in the 
history of society, in the broadest sense of the word. I 
malee the distinction, to my mind important, between two 
types of humanism: heteronomic and autonomic. At 
issue here, first and foremost, is the genesis of a system 
of values which serve persons as a guide to their 
behaviour (in this case not just that of the individual, but 
also of persons in general, linked by social relations). 
Which position is adopted in this respect depends prin
cipally on the chosen method of observation of reality, 
empirical or metaphysical. In the case of heteronomic 
humanism we find the conviction or belief that the 
values that serve us as guides to behaviour come from 
outside the human world; this conviction has an 
important manifestation in religious faith. Autonomic 
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humanism starts from the supposition that values are a 
social (and of course historical) product of humanity 
itself. And this is the position Marxism takes. 

In fourth place - to limit myself to just these four 
elements which to my mind are basic to the Marxist 
theory of the individual - I want to mention a few ideas 
on human happiness, that theme of such great importance 
in our times. 

Human happiness is a question to which the Marxist 
theory of the individual also refers. Naturally, it does not 
do so in the sense of giving recipes for 'decreeing' the 
individual' s happiness, for that would lead us into the 
most terrible of tyrannies. It deals with the conditions that 
must be created so that people - and only individuals, 
since happiness is the result of the combined action of 
many variables which may differ greatly from case to 
case- may shape their lives so that they respond fully 
to their needs and lastes. The issue is very complex: 
indeed, in psychological terms it is a bottomless pit But 
this is not the place for such reflections, for they are 
doomed to failure from the start, the more so when we 
see that first we would have to arrive at a comprehen
sive definition of 'happiness' before we could move on 
to the conditions for its realisation. If we address the issue 
of happiness here, it is because the disappearance of work 
in the traditional sense of the word is a current issue and 
there is therefore a need to create something for people 
that will fill the place of work so that human beings will 
not lose a sense of the meaning of life, which has always 
been linked in sorne way to work. 

These problems are nearly always covered by the 
term 'leisure time'. Today, leisure time is increasing 
owing to a reduction in the working day and greater life 
expectancy. The question is very wide-ranging, for it 
embraces not only the worker's free time but also that 
of the person who has been displaced from bis or her job 
by robots and automation. People displaced from 
production and services will not have work in the future, 
but they will receive a material compensation from 
society (which could be a kind of basic income for each 
citizen, whether or not they are working; this is 
something for which sorne political groups are 
snuggling). This issue is germane to the theme of human 
happiness, although it is hardly a part of happiness; it is 
also extremely complex and I am not going to analyse 
it in detail. I mention the question because Marx 
addressed it over a century ago and indicated a way of 
solving it, a way which is still very relevant today. He 
did so in the first phase of mechanisation, observing the 
consequences of that process on the disappearance of 
many jobs and of a part of the working class. In Capital, 
volume III, Marx carried out a very important analysis 
of the role of work and free time in the theory of the 
individual. His remark that 'authentically human' life 
begins a/ter work and outside it will doubtless sound 
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shocking; but it should be understood in the context of 
the working conditions of the time. But, irrespective of 
the extent to which working conditions have improved 
by comparison with those of the nineteenth century, 
Marx' s observation on the importance of free time for 
the worker and of this proposition in the struggle for an 
'authentically human' life is as topical now as it was then. 

To set a high value on the development of individu
ality that can be obtained in free time is not to under
estimate the role of human labour. On the contrary, it 
gives that role a concrete meaning. For us, Marx's 
observation, flowing from his theory of the individual, 
gives us a better understanding of the meaning of the 
replacement of traditional work by occupations in the 
broad sense, and also the relationship between Homo 
faber ('Man the Maker') and Homo ludens ('Man at 
Play')- a question that is becoming more and more sig
nificant not only in the theory but also the social practice 
that deals with the problem of t\le individual. In Marxism 
this problematic is linked organically with the theory and 
practice of society and its laws of development. 

Our interest in this theme, then, is natural and logical 
within the framework of Marxist thought. 

THE MARXIST THEORY OF SOCIETY ANO ITS 
DEVELOPMENT 

The individual and society, with its elements, such as 
social classes, constitute the points of departure and 
the perspective from which Marxism offers us its analysis 
of social life. Obviously this does not imply a dualism, 
or even opposition, between two independent elements. 
On the contrary, they form a united whole within the 
frameworks of social life, whose elements Marxism 
separates out so as to facilitate the analysis of the 
ensemble, for they constitute in reality an organic whole 
in which they are interlinked. The elements cannot exist 
orbe understood separately. As I have said, the individual 
exists in Marxism from the beginning as a social 
individual: an ensemble of social relations, as Marx 
himself wrote in 1846 in the sixth of his Theses on 
Feuerbach, meaning that the individual exists as a 
product of society and cannot be examined outside of this 
contexl * 0n the other hand, society is composed of indi-

• Conscious falsifiers of Marxism translate this thesis not
as 'human being' but as 'essence of humanity'. To leave this 
error uncorrected today - after my two-year polemic on the 
matter in the pages of L 'H omme et la Société, in which I gave 
all the necessary proofs that the 'official' transfation into 
Russian, repeated later in other languages, is wrong - can no 
longer be interpreted as anything but a deliberate falsification 
of Marx's text. Here I can do no more than warn readers that 
these falsifications exist. The proofs can be found elsewhere. 

viduals interrelated in specific ways by means of very 
diverse linkages in a (historically variable) whole; that 
is to say, society cannot exist and cannot be conceptu
alised rationally without the individuals which make it 
up or independently of them. This ali sounds like a 
truism, for it is quite obvious, but it is not as trivial as 
it looks. Most theories of the individual (for instance, all 
the varieties of personalism) treat the individual as a 
metaphysical entity isolated from society and, in arguing 
from that position, diverge from both the dictates of com
monsense (and at the same time those of scientific 
empiricism) and the ideas of Marxism. 

It is not only the existence of this relation between the 
individual and society that is significant in Marxism -
and this is also important for an understanding of the 
structure of my argument - but also which of the two 
elements is taken as a basis for the whole structure. 
This differentiation allows for different readings of 
Marxism and therefore enables us to understand the 
aims of the theoretical investigation in a different way 
from the political orientation of the social acts it inspires. 

My interpretation of Marx's thought, which breaks 
with the traditional clichés, consists in this different 
reading of his point of departure. In fact, this new 
reading also entails reinterpreting the practica} orienta
tion of Marx' s thought. I accept that this is a diff erent 
Marxism from the one we are used to, but I am convinced 
that my interpretation accords with,. the historical genesis 
and the original intention of the creators of the theory. 
Besides, the new interpretation meets the needs of our 
time. My 'reading' of Marxism has very important 
implications for the practice and ideology of modero left
wing movements. 

My interpretation involves foregrounding the problems 
of the individual and hence of the individual' s interests 
- an aspect that was left out of the Stalinist vision of
socialism - without losing sight of the social context and
social conditionings. I don't think I need labour the
attractions of this vision from the point of view of the
propagation of Marxism. At the same time, this new
vision implies that the socialist movement should modify
its proposals and place the problems of the individual
centre-stage. This is precisely the argument that induced
the Stalinist version of Marxism and socialism to reject
this perspective, indeed to try to eliminate it by ali
possible meaos. Let us be fair: in the concrete conditions
of the Soviet Union of that era, or of China toda y, or of
the Third World countries which have been pushed into
a kind of pseudo-socialism, this interpretation of
Marxism was, and still is, inadmissible for objective
reasons. But that <loes not lessen its correctness. On the
contrary, it is one more argument in favour of Marx's
thesis that socialism cannot be realised at will, but needs
the existence of the appropriate objective and subjective
conditions.
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With the relationship between the individual and 
society thus established, and with the problems related 
to the individual already expounded above, we must now 
ask ourselves what continues to be alive and creative 
within the framework of Marxism today with respect to 
the second element of the relationship, that is to say, 
society. 

To my mind the situation in this respect is so simple 
that it may irritate ali those who would condemn 
Marxism to death: the entire Marxist theory of society 
and its development retains to this day its heuristic 
scientific value; it is a living theory, still innovative in 
the sciences in which it was first applied. As far as I 
know, it is the best of the theories in use in the specialist 
literature. It is also the theory most widely accepted 
and cited by the most serious authors, such as Max 
Weber, Karl Mannheim and others. These authors profess 
themselves ideologically indebted to Marxism and 
acknowledge their debt frequently and loyally. Dis
counting outbursts of hostility, the political roots of 
· which are nearly always visible, I too can affirm that I
know of no scientifically based arguments that disagree
with Marxism in this sphere. Our task here is to verify
in general terms that the Marxist theory of society and
its development is still alive and continues to be
innovative in scientific research and political practice.
In this �Y we can do no more than enumerate the most
important elements of this theory.

First of ali, historical materialism retains its full 
vigour both as a theory and a method. Obviously not in 
the vulgar version propagated by the zealous, though 
poorly trained, partisans of this doctrine, to which they 
have given the forms of a primitive 'economism'. Engels 
himself rejected that interpretation in bis letters on 
historical materialism, in which he underlined the specific 
interaction between the base and the superstructure and 
protested against the extremist 'economism' of the 
'zealots'. Marx, for bis part, said, 'I only know that I am 
not a Marxist' However, in bis historical writings, in 
particular The Eighteenth Brumaire of Louis Bonaparte, 
he suggested the concrete way in which the method of 
historical materialism was to be used, taking fully into 
consideration the superstructure - including that delicate 
element, tradition - in the functioning of society. Sorne 
fonn of this intellectual tool is indispensable to any 
historian, or to any modem researcher in the social 
sciences in the broader sense, as Femand Braudel, the 
eminent French historian (not classed as a Marxist or a 
left-winger), wrote on the anniversary of Marx's death. 

Second, there is the question of the theory of the 
economic formation of society; and this is directly 
related to the previous point. Setting aside the polemics 
around the series of formations Marx identified, this is 
a valuable theory especially for the work of historians 
and retains its heuristic value for this point of view. A 

What is dead and what survives in Marxism? 

very important question for me is the usefulness of this 
theory as regareis the socialist formation of society, 
more than ever now that the discussion about ownership 
of the means of production in socialism has revived. 
(Today, information is an outstanding example of these 
meaos of production, although it is not a material one.) 
I realise that I am not in a position to answer that 
question. Nonetheless, independently of the changes 
that may have to be made to it, this theory continues to 
be the necessary point of departure for ali arguments in 
this area. 

Third, the theory of class and class struggle operates 
in this context. The concentrated force of politically 
motivated attacks on this theory in particular appear ali 
the more curious when we recall that Marx insisted 
strongly, in bis letter to Weydemeyer, that the author of 
these theories was not himself but the bourgeois 
historians of the Restoration period (Thiers, Guizot, 
Thierry) and that bis original contribution consisted in 
deducing the necessary conse.quences to postulate the dic
tatorship of the proletariat (an issue to which we will 
return in the next section of this analysis). This hostile 
attitude leads sorne opponents of Marx to defend a 
thesis which is totally absurd, scientifically speaking -
that classes do not exist. This 'radicalism' is under
standable in politicians who are deeply involved in the 
social struggle, but when people who call themselves 
scientists defend such a position, their own statements 
give the lie to their status as scientists. I am not trying 
to soften the criticisms of Marx' s imprecise definition 
of class; nor do I deny the need to continue studying 
social strata and groups, a task which now falls to 
modero sociology. What I do want to emphasise is the 
fact that the social sciences and especially politios cannot 
do without the theory of class and class struggle. Marx' s 
own hypothesis that the class struggle was virtually the 
sole motor for development of society is another problem 
- although it must be pointed out that � also gave
importance to many other elements, including tradition,
in bis works.

Fourth, Marx' s theory of the state and its dual function 
is still alive and well. Many researchers forget that 
Marx and Engels, though they predicted the disappear
ance under socialism of the state as an institution which 
imposes the will of one class, declared themselves firmly 
against anarchism and put forward the notion of sorne 
kind of continuous structure in society in order to 
guarantee 'domination over things': an administrative 
institution with the task of managing social affairs. This 
approach opens up possibilities - far wider now than in 
the past-for carrying out innovative theoretical studies 
that could suggest new political and practical solutions. 
One of the most important of the man y questions related 
to this theme is that of the function of the state in the 
context of the debate over the market economy and 
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economic planning. Equally fundamental is the state's 
role in the period of transition from traditional work to 
the occupations which will inevitably replace iL This is 
a revolutionary change in which it will be hard to deny 
a role to the innovative influence of the state. These are 
questions that cannot be shirked, questions which can be 
much better resolved if the analysis and ideas already 
produced by Marxism are taken into account It would 
be absurd to look for these ideas all over again and to 
repeat the analysis, simply out of a politically motivated 
desire to deny the value of Marxism. 

A fifth element in Marx's theory of society and its 
development is the theory of the social revolution, its 
essence and the form in which it is manifested. That this 
theme has contemporary relevance is confirmed by the 
revolutionary changes affecting ali of humanity as a 
consequence primarily of the new technological 
revolution. This phenomenon has different manifesta
tions and is generating many disturbances in the objective 
and subjective conditions affecting the society living 
through it. We must realise that this is a generalised 
phenomenon and one whose consequences are becoming 
more and more serious; and clearly there is a growing 
need for theoretical analyses of the issue. The problem 
of the social revolution has exercised many schools of 
philosophy and many of the approaches and solutions 
to it have depended on vestoo interests which conditioned 
the aims and biases of thinkers, including the acceptance 
of a particular system of values. B ut it is undeniable that 
no other school of thought has studied the question in 
such breadth and depth as did Marxism. However, this 
fact has also generated a stereotype which identifies 
Marxism with the theory of the revolution, and worst of 
ali with violent revolution. 

In sixth place (in a selection of themes which is 
clearly my subjective choice) I want to point out an 
element of the previous theme which I think is very 
important: the theory of the socialist revolution or, 
rather, the criteria that must be fulfilled for such a 
revolution to be carried out successfully. This is a very 
old problem, one with which the whole history of 
Marxism is bound up in one way or another. It has 
acquired a particular significance today in the light of 
the terrible failure of the system of the countries of real 
socialism. 

We are draling here with something which in its time 
was denied by the 'orthodox' defenders of Marxism
Leninism. As early as the nineteenth century, Marx had 
formulated a series of conditions limiting the possibil
ities of realising a socialist revolution. Later, when the 
negative experiences set in train by the October 
Revolution became known, the existence of social 
consensos (which Gramsci was the first to formulate) was 
added to the list of indispensable criteria for the success 
of the socialist revolution. Toe thesis is very simple: the 

socialist revolution cannot be realised at will if it wants 
to avoid the risk of failure. In the light of this thesis, ali

the revolutions carried out to date in the name of 
&QCialism have been violations of Marxism, and Marxism 
cannot be held responsible for their failures. The problem 
continues to be topical, for reactionaries, relying on 
public ignorance, are now trying to discredit Marxism 
and socialist ideas by blaming them for what went 
wrong in the countries of real socialism. Fortunately, the 
socialist movement has had successes in W estem Europe, 
and its analyses of the unfortunate attempts to construct 
socialism in Eastem Europe and the assimilation of its 
lessons will help, I hope, to restare to Marxism the role 
it deserves in the development of the socialism of the 
future. 

WHAT HAS PROVED FALSE OR HAS BECOME 
OBSOLETE IN MARXIST SOCIAL THEORY 

Our negative view of a whole series of elements in 
Marx' s social theory is based, on the one hand, on the 
experiences we have accumulated since the theory was 
formulated and, on the other, on our increased knowledge 
of the reality surrounding us. But I am not concerned with 
retouching the theory after the many years that have 
passed since its birth, nor with eliminating its impreci
sions, its erroneous elements or even contradictory 
details (such as the definition of class or the function of 
the state ). Here I am concemed with theses which have 
been clearly refuted by the historical development of 
society. 

Erroneous elements: the middle classes 

Toe first problem is that of the middle classes and their 
role and meaning in society. According to Marx' s theory 
and predictions, capitalism would inevitably lead to a 
bipolarisation of society into an increasingly numerous 
proletariat and an increasingly less numerous capitalist 
class. Marx thought the middle classes were bound to 
disappear. Toe reality is the exact opposite. Today we 
see that there are whole societies based on the middle 
classes, principally in highly developed countries. This 
phenomenon has very important economic effects, but 
above ali it has a strong influence on social processes and 
on politics. It is, therefore, a highly important question 
for supporters of socialism. The tradition of socialist 
thought speaks of proletarian socialism but says little or 
nothing about socialism in a middle-class society. 

At the same time, we can observe a parallel process 
involving the disappearance of the working class and the 
modification of the role of the capitalist class. What I 
have just said usually shocks even anti-dogmatic 
Marxists: it will be very difficult to retain categories such 
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as surplus value and the dictatorship of the proletariat 
if there is no proletariat But it will also be very difficult 
to use the capitalist tenninology of the free market if there 
is no working class and if there is no traditional capitalist 
class. Nonetheless, in the light of the new technologi
cal revolution based on the automation and robotisation 
of production and services, the progressive disappear
ance of both the working class and the capitalist class 
in their present models seems inexorable. 

As I have suggested above, this is a problem which, 
for a variety of reasons, must concern supporters of 
socialism, which means also, or primarily, supporters of 
Marxism: if socialism is not to be proletarian, we must 
determine what its motive forces will be and what 
material motivation they will have. 

Unfortunately, this question has been ignored in the 
Marxist literature. It is possible that the representatives 
of Marx.ist doctrine do not understand the significance 
of the problem, even that they do not notice it; although 
- as we can read in José Félix Tezanos's magnificent
essay on the subject, 'The Marxist Theory of Classes'
(fezanos, 1979) - Marx himself drew attention to the
problem in Theories of Surplus Value (as well as the
problem of the modification of the social situation of
workers as a result of full automation of production, to
which he referred in 1859 in the Grundrisse). But Marx
did not develop the idea, opting instead for the theory
of the bipolarisation of society and the disappearance of
the middle classes. His successors have failed to mention
the problem, with the exception of the Spanish socialists
(but not those who considered themselves Marxists),
who, like many of their comrades, addressed and still
address this problem in relation to the analysis of the
structure of the classes in Spanish society and the
dynamic of its development.

The problem is current and open to debate, npt only 
in Spain. At the same time it is a problem which illus
trates the falsity of one of the principal theses of the 
Marxist theory of society. This must be clearly 
recognised because of the practical and political gravity 
of the problem and to highlight the need to promote 
Marxist thinking in this area. I would say that this is 
something that must be done for the good of the new left 
movement, at once and with a view to the future, over 
a period of ten to twenty years, in which the social con
sequences of the new technological revolution will 
mount Control of these consequences, and the necessary 
orientation of them demand that we begin thinking 
about them now. We must have theoretical and ideo
logical tools ready for this new period if we are to be 
prepared in advance for what it will produce. And prepa
ration is indispensable to enable us to control the process; 
otherwise it will escape ali bounds, leading to a chaos 
of unpredictable duration, ali of which could be very 
costly. 

What is dead and what survives in Marxism? 

Market and planned economies 

Among the theses of Marx' s and Engels' s social 
theory which have been proved wrong by the objective 
development of society and by its theoretical reflection 
in science we also find, I think, the problem of the 
market economy and the planned economy. 

Toe problem of the market economy is at present the 
most urgent economic issue and is therefore a social and 
political problem of high priority for the socialist and ex
socialist countries Óf Central and Eastern Europe. The 
economic crisis these countries are enduring, as well as 
its psychological consequences, are making themselves 
felt in theory, which until very recently was dominated 
by the concept of the planned economy ('planned' in the 
sense that the economic life of the entire country was 
centrally planned). The current 'idolatry' of the 'free 
market' is a reaction against these experiences. I have 
put both these terms in inverted commas because the free 
market is a mirage which does not really exist anywhere 
in the world, but which seems to have appeared like a 
'revelation' in the minds of the representatives of the 
World Bank and the Intemational Monetary Fund. While 
trying to use the 'free market' to save indebted countries, 
they are in fact driving them towards a catastrophe 
whose consequences are incalculable. In every case, in 
countries which are the targets of this kind of operation 
(and to my mind my own country, Poland, is a model 
example), both the former Marxists, who were dashed 
to pieces against a planned economy resulting from a 
misinterpretation of Marxism and are now seeking 
salvation in a nonexistent 'free market', and the neolib
erals, who support the application of a grotesque version 
of the theory of Milton Friedman, appear to believe in 
ghosts. This situation demands that before we criticise 
Marx for his notion of the planned economy as an 
antidote to the chaos of the market economy, we must 
try to distance ourselves from the free-market extremists; 
we cannot scare off the Devil with the help of Satan or 
of exorcism. In the real life of the e.conomy such attempts 
are very dangerous. 

The free market 

First of ali, the free market, that supposed panacea for 
ali the ills of a deficient planned economy, does not exist 
anywhere. Adam Smith was able to believe in the 
'invisible hand of the market' because in bis time that 
hand really operated. Today the situation is different, 
because, although the market continues to function 
(though it is not free), so do four to five hundred inter
national (also known as multinational or supranational) 
corporations which are devoted to planning, in the 
strictest sense of the word, and which in practice - at least 
in the economic sense - rule the world. Also in operation 
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is international Ji.nance capital (and only its closest 
initiates know how many banking groups of this kind are 
operating in the world today), which sits at the very top 
of the pyramid. The pyramid of the free market? No, of 
course not! This pyramid is that of a perfectly organised, 
planned economy with the characteristics of a monopoly, 
which leaves the 'free market' to small traders, where 
they are still able to exist 

At present, planning is an activity that occupies not 
only the great corporations, organisations that dwarf 
the cartels and trusts of the early twentieth century, the 
period of Hilferding's Finance Capital, a work on which 
Lenin based the ideas expressed in bis Imperialism. 
Large states also plan their economies. J apan is a good 
example, with its impressive capacity for foresight and 
planning in the development of microelectronics, thanks 
to which it has been able to overtake even the United 
States. 

What is more, free-market capitalism no longer exists 
in the highly developed countries in the form charac
teristic of the nineteenth century, although that form is 
the most the neoliberals allow the poorer countries 
(which include the countries of Eastern Europe, for 
various reasons which go beyond the experience of the 
economy of real socialism) to dream of attaining. The 
new capitalism is a monopolistic, neocolonial capitalism, 
a capitalism of 'executives', which removes even the 
most powerful prívate capital from management of the 
economy and substitutes for the classic capitalists an 
'executive' class. We can thus formulate a hypothesis 
in which this organisation of production and services 
could be the 'threshold' of an altemative socialism, 
something to which Lenin, writing of the cartels and 
trusts of bis day, once referred, rather too far ahead of 
bis time. But that is another problem, although a very 
important one. 

Of one thing we can be sure today: anyone pro
pounding a neoliberal ideology as a solution to the 
economic crisis of the countries of the former real 
socialism is a swindler, at least objectively (the subjective 
aspect does not concern us). To present the highly 
developed monopoly capitalist countries headed by the 
United States as a model of the free market economy is 
fraudulent. 

The role of the market and the efficacy of planning 

These monopoly capitalist countries plan their devel
opment very scrupulously and efficiently, using the 
most sophisticated methods to forecast trends in the 
development not only of the economy but also - perhaps 
primarily - in technology, and they give the question a 
modero, that is to say global, treatment. Ali the big cor
porations in production and services plan in this way. So 
do the wisest govemments, which include fiscal policy 

and state expenditure requirements in their planning. And 
we must not forget the direct intervention of the big cor
porations in economic activities and the guidance given 
to institutions and organisations in industry, science 
and technology. This is all very different from the 
message being sent to the Third World and also to the 
Second World (the countries of real socialism), which 
is moving towards becoming part of the Third. 

Why do the neoliberals behave is this way, sending 
this false message? It is simply a case of political manip
ulation, an attempt to conceal the very concrete aim of 
discrediting socialism and Marxism as a theory and an 
ideology. In passing, it has another purpose: strength
ening neocolonialism by destroying the economies of 
those countries taken in by free-market ideology. Is this 
a dirty game? Y es, clearly; but, as they say, no one' s 
hands are clean in politics - an old and unsurprising 
maxim. 

So, does all this mean that the market plays no role 
in the economic life of society? Not at ali; obviously it 
has a very important role. But it is not the role that 
neoliberals and free-market ideology would like to 
pretend it plays. And here, precisely, is where the 
problem of the anarchy of the market and Marx' s planned 
economy lies. Marx underestimated the role of the 
market, and for that very rea.son bis theory on the planned 
economy, in its classical version, has been refuted by 
reality. But this is not to den y the validity of his basic 
propositions on the economy. It implies no more than a 
modification of the theory. We shall have to retum to 
these two 'buts' in our final arguments on this point, for 
they are qualifications that clip the wings of the extremist 
theory we are analysing. But first a clarification without 
which, I think, it is impossible to understand the rami
fications of Marx' s theory on this issue. 

Marx arrived at bis negative assessment of the 
capitalist market and his proposition on the creation of 
a planned economy from bis observations of mid
nineteenth-century society and its economic relations. 
The problem that mainly concemed him about the 
anarchy of free-market relations was the existence of 
cyclical crises of overproduction, which inevitably 
looked to him like a classic example of the alienation of 
products created by human beings. In one of his letters 
Marx wrote that if capitalism were to leam how to 
overcome the problem of cyclical crises it would not be 
necessary to eliminate it as a formation. Clearly Marx 
thought the problem insoluble and believed that the 
only answer was to abolish prívate ownership of the 
means of production and therefore private ownership of 
the production of commodities for the purposes of the 
market. This was one of first premises of bis socialist 
ideas, ideas generated by bis observation of contempo
rary reality. The market of that time functioned not 
only as a regulator but principally as a factor that 
unbalanced relations of the production and circulation 
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of commodities. With hindsight, we can see today that 
bis generalisation was one-sidecl. Toe market undeniably 
has other regulating functions. And capitalism, under 
Keynes, has learned to overcome crises of overproduc
tion, although it does not follow from this that we do not 
have many other reasons to fight it 

Nonetheless, the problem of the market is still with 
us, the more so now that we know how underestimating 
its functions led to a more than palpable economic crisis 
in the countries of 'real socialism'. 

So, having proved wrong Marx' s exclusively negative 
assessment of the market and bis tendency to abolish the 
market completely, we now have to redress the error and 
restore sorne worth to the market, though only as much 
as it deserves. And how much is that? That is the question 
we must now answer. 

While making the disclaimer that I am merely trying 
to state the problem, not find a solution to it, I think 
Marx's proposition on the planned economy is still 
valid. lndeed it seems truer than ever, and of an unprece
dented development in the technology that can control 
this apparent chaos through the correct programming of 
'intelligent' computers. Oskar Lange, one of the most dis
tinguished economists of our century, wrote, before bis 
premature death, that the matter depended solely on 
the necessary technical developments; and today we 
are now in the stage he predicted. Those who raise 
objections to this argument, pointing to the extraordinary 
complexity of the market economy system, are really lay
people as far as the technical possibilities are concemed. 
If we can foresee and guide the movement of rockets in 
space, the dynamics of the weather, even the fluctuations 
of the stock exchange, a planned solution to our society's 
economic problems does not seem unattainable. 

To what extent do we need the market to play a 
regulating function? To what extent do we neeq spon
taneous factors to iron out the errors committed by 
people, even if people are sometimes destroyed in the 
process? In the fust place, as long as the necessary 
techniques (particularly in communications, in the broad 
sense) are lacking, regulators of the market will be 
needed, because it will not be possible to guide the 
functioning of economic forces perfectly. In the second 
place, these regulators will also be useful to fill the 
gaps left by the process of planning the main lines of 
economic development - for it is impossible to cover 
every aspect. The details of the functioning of the 
economy - for example, the movement of prices that 
detennines the efficacy of invesnnent- must be regulated 
by the market. 

Religion and belief 

I think the development of society has proved wrong 
Marx's thesis on religion as the 'opiate of the people', 

What is dead and what survives in Marxism? 

and the positions of militant atheism that follow from that 
thesis. 

Marx' s position originated in the continuation of the 
philosophical traditions of the Enlightenment, in the 
translation of the philosophical problem of the struggle 
between materialism and spiritualism into the political 
sphere of social life, and, lastly, in the general applica
tion of the role played by the Church in class struggle 
at the time. 

Let us begin with this last point. It certainly puts 
paid to the idea that we are dealing here with a theoret
ical error, suggesting rather that this is a thesis ofMarx's 
theory that has 'aged' as the historical conditions that 
determined bis attitude have changed. There is no doubt 
at ali that the social role of the Church in Marx's time 
was reactionary and that this influenced his views on 
religion. If we add to this the influence of Enlightenment 
traditions and the philosophical position (heavily 
influenced by philosophers such as Ludwig Feuerbach) 
that obliged materialists to see in religion a classic 
example of alienation, then we will find it easier to 
understand not only Marx' s atheist philosophy but also 
bis decided hostility to religion as a social ideology. 

There is a very complex constraint on discussing all 
aspects of the problem, which, in my opinion, should be 
the object of a special analysis. Throughout this essay 
I have made use of the ploy of suspension of judgement, 
as the school of Husserl would put it, in relation to 
philosophical problems. So on this theme, and to avoid 
confusion, I shall simply say that as a philosopher I 
support Marx' s philosophical atheism and do not think 
it has been negated by experience, since none of the 
problems related to the eternal-philosophy (philosophia 
aeternis) world-view can be either confirmed or denied 
empirically. The question of the choice of a particular 
system of values goes beyond the framework of our 
present reflections. 

In what, then, <loes the falsity of Marx' s theory on 
religion, summed up in the definition of it as the 'opiate 
of the people', consist? The error lies in its social and 
political content. First of all, religious opinions cannot 
be reduced just to their philosophical aspects. They also 
have a particular emotional aspect and - with the correct 
interpretation - a social value whose role is important, 
even revolutionary ( examples are primitive Christianity, 
the peasant wars, disguised as religious wars, of the 
Middle Ages, and, in our time, liberation theology). 
Secondly, and this flows directly from the previous 
point, a failure to accept religious ideas philosophically 
hinders analysis of their reactionary social nature. 

This was Marx.ism 's great error in describing religion 
as the opiate of the people. To retain this thesis today, 
when religion also functions as a motive for revolu
tionary deeds, would be a very serious error; above all 
a political error. Any explanation of the historical and 
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social genesis of Marx' s errors in this respect- whether 
or not we sympathise with his philosophical position or 
his atheism - must expose the falsity of the social and 
political components of his thesis. 

SUMMARY 

I think that three of Marx' s theses have to be 
considered to have been refuted by the development of 
history, with the reservations mentioned above: the role 
of the middle classes, the role of the market and planned 
social activity in the sphere of economic development, 
and Marx' s assessment of religious opinions from the 
social and political point of view. 

I know that by restricting my critique to these three 
aspects I may seem to be trying to 'justify' Marxism, to 
save it artificially from ruin, while public opinion 
identifies Marxism with ali the sins of 'real socialism' 
and its bankruptcy and with all the sins of the Marxist
Leninist ideology on which that system was based. In 
response, I must say first that a great many questions 
about the concept of the state, democracy, the freedom 
of the individual, and so on, come into the picture. The 
problem is that Marxism is being blamed for a whole 
series of sins it did not commit. The correct target for 
the critics ought to be Marxism-Leninism. This tendency 
arose out of Marxism, of course, but as a def ormation. 
The great figures of intemational Marxism, such as 
Karl Kautsky, Rosa Luxemburg, G. Plekhanov and 
others, knew this perfectly well, and gave trenchant 
proof of it at the beginning of this century. B ut it is very 
hard to explain this to public opinion after seventy years 
of triumphalism in the communist movement, which is 
now in ruins. But it must be said loudly and clearly: the 
question of Marxism must be dealt with side by side with 
the rejection of the deformations of Marxism-Leninism 
(which were also theoretical, although primarily manifest 
in the practice familiar to us in the Soviet Union and the 
international communist movement). Only a catharsis can 
save all that is still alive in Marxism, in its theory and 
its ideology, in a revolutionary period such as our civil
isation is living through. 

Antiquated elements in Marx' s theory 

Up to now we have been discussing what is still alive 
in Marx's theory and what has died because it has 
proved false; but we cannot overlook those aspects 
which 'age' naturally in any theory as a result of changes 
in social reality and an increase in our knowledge, such 
as the technological revolution, the changes it will 
stimulate in the fuwre nawre of work, the changes all this 
will produce in the class strucwre of society, and so forth. 
This is a normal process and it affects all scientific 

theories, except perhaps in mathematics and related 
disciplines. It is not an argument against Marxism; on 
the contrary, it is a validation of its scientific worth, for 

if the theses of Marxism had tumed out to be absolute 
and eternal truths we should have had to classify 
Marxism as a religion, not a science. 

Which theses of Marxism am I referring to here? 
Without going into details, I shall enumerate a few 
groups of questions which are in the process of maturing 
as a result of the current technological revolution. It is 
interesting that Marx was able to foresee a series of 
phenomena related to the present process (for example, 
the automation of production, the modification of the 
place and role of the working class in production, the 
transformation of science into a means of production, and 
so forth). However, Marx quite logically built his theories 
on the basis of the social reality he knew and therefore 
on the basis of its needs and laws. 

First, there is a group of social questions, of a particular 
provenance, related to the process of automation and 
robotisation of production and services. What modifi
cations in the theses of classical Marxist theory should 
this process require? 

(a) First and foremost, it changes the basis of Marx's
economic theory, which he assimilated from the
classical English school of Adam Smith and David

Ricardo: that is, the theory of surplus value, as an
exponent and index of the exploitation of the worker
by capital. As work in its traditional sense
disappears and is replaced by occupations (work in
a wider sense ), the two Marxist theoretical concepts
of surplus value and exploitation will also gradually
become less relevant to current conditions.
Obviously., added value will continue to exist., but
this is not the same as surplus value. In this way the
whole construction and argumentation of Capital

will be diluted and a book which has been of great
service to theory and practice will be relegated to
the history shelves. This is a major problem which
should be studied by all Marxists., but it is not a
tragedy. lt is the result of a natural phenomenon, the
ageing of all scientific theories.

(b) The second main pillar of Marx' s economic, social
and political theory which will similarly grow old
(and I reiterate that I am talking here of a process,
not an already palpable result) is the existence and
role of the working class, whose increasingly rapid
disappearance is now being provoked by the con

temporary technological revolution. Structural
unemployment fails to reflect the depth of the
problem of the disappearance of the working class
and the social and political consequences of the
change in the class structure of modero society.
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Se.condly, we must mention the group of questions sur
rounding the state and democracy. Here, too, Marx' s 
theories have aged and must be remodelled for our 
times. But this is a different problem from the one just 
discussed. Marx' s economic theory was well defined and 
thus it was easy to indicate the aspects of it which have 
aged, and why they have done so. There is no such 
clarity with this second group of questions. This is a 
theme on which Marx and Engels said different things, 
and at different times. They did not develop the question 
thoroughly, and if they referred to it at ali, it was in the 
context of polemics. 

(a) Extending the idea of utopian socialism, Marx and
Engels saw socialism as a regime in which the
state was to disappear {Lenin believed blindly in
this, but although he proclaimed the idea, in practice
he did the exact opposite). In the light of all the
experiences that are now well known, and on the
basis of commonsense, we can conclude that to
hypothesise the disappearance of the state is utopian.
Fortunately for Marxism, there were the anarchists
who were opposed by the classical Marxists. Thus
we hear from Engels himself that the state, in the
sense of an institution that imposes its will by force
and guarantees the dominance of one class, would
disappear; but, on the other hand, as a 'manager of
things', that is, as an organiser and administrator of
the life of society, it would continue to exist. W e
do not need much reflection to understand that in
current conditions, this development of the functions
of the state would mean, far from its disappearance,
a considerably stronger role for it.
In this case it is not quite accurate to speak of the

ageing of Marxism, but of the need to rid it of
defects that arose in its 'infancy'. The theses that
I call 'defects' here must be abandoned. This is the
case with the thesis on the disappearance of the state.
In the present conditions -which are diff erent for
each society and are historically detennined-it is
impossible to avoid the conclusion that, without a
broad-based, real democracy, the state tends
towards gigantism in its structures. In Marx' s
Ianguage, we would have to say that the state is
becoming alienated and that this tendency can be
counteracted only by the development of
democracy.

(b) Here we come up against the second very important
question to bear in mind, albeit only as an illustra
tion. In the theories of Marx and Engels we can find

What is dead and what survives in Marxism? 

various ideas on this question that constitute a point 
of departure for different perspectives. 
In his famous letter to Weydemeyer Marx said that 

the theory of classes originated not with him but 
with the French bourgeois historians of the Restora-

. tion period; but he emphasised that his contribution 
was the theory on the dictatorship of the prole
tarial Lenin carried on that idea, generating his own 
theory and practice on it - as it turned out, with 
tragic consequences. Butl.enin's deductions did not 
start from the authentic (in the legal sense) text of 
Engels' commentary on the theory of the dictator
ship of the proletariat, and he did not confirm the 
idea that it manifested itself in a parliamentary, 
republican and democratic regime. Socialism cannot 
exist without democracy; more specifically, without 
a democracy that really exists and is not merely 
declared in groundless rhetoric. 

I could continue this analysis, looking at other aspects 
of the problem, but it seems to me unnecessary. Ali 
that is needed is to show that Marxism, like ali ideas 
dealing with the life of society, must be periodically -
constantly - brought up to date. Sorne of its theses, 
made obsolete by changing reality, must be comple
mented and transformed. If one is not to be dogmatic, 
not to treat Marxism as a religion, every aspect of it in 
which there is still creativity and life must be renovated 
and given fresh vigour. 

However, it will always have to be established first 
whether this 'living' body of Marxism really exists. I 
have trie.el here to demonstrate that it does in fact still exist 
and that we must distinguish clearly between Marxism 
and Marxism-Leninism. I think it is of prime importance 
for the new left to assimilate these truths. Drawing its 
forces from the new technological revolution, the new 
left cannot function without a theory, without an 
ideology. Neither can it afford to renounce the weapons 
put at its disposal by tradition, the weapons Marxism 
offers. 
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SOCIALIST MOVEMENTS 

AND SOCIAL JUSTICE 

Agnes Heller 

1 

Social justice is a modero fonn of justice. One can 
claim things with reference to social justice if it is 
acknowledged that every member of a society can have 
sorne claims by virtue of being a member of this 
particular society, even if the nature of the claims 
remains obscure or controversial. This can be the case 
under four, inter-connected, conditions. First, the context 
of discussion must be 'society' (in the singular) and 
not 'societies' (in the plural); second, the 'singularity' 
of society must be due to the fact that the rule of the 
goveroment and the jurisdiction of the legal system 
does not undergo any change, it remains the same; third, 
the claims raised in this society must be different in kind, 
yet the difference cannot be fully covered by laws nor 
fully constituted by political institutions; four, the 
claimants must be able to stand for their own claims. Toe 
minimum preconditions of the contestation of social 
justice/injustice are the differentiation between state 
and society and the abolition of institutionalised 
unfreedom (like slavery and serfdom). Its maximum 
preconditions are stable liberal-democratic institutions 
and a citizenry that reconfirms them constantly and 
continuously. The road that has led from the minimum 
conditions towards the better ones and finally to the 
acceptance of an ideal of the maximum condition was 
long and steep. In the nineteenth century, there were 
serious doubts about the viability of this road. There were 
always setbacks, and even worse than setbacks. 

Though social justice is a relatively new kind of 
justice, it mainly raises claims to (more) just distribution. 
This is why we can discuss it within the (broader) 
framework of distributive justice. But the old kind of dis
tributive justice, as elaborated by Aristotle, embraced the 
distribution of all kinds of goods; property and wealth, 
but also positions and honours. Property and wealth 
were supposed to be 'due' to the same kind of people to 
whom honours and positions were due, albeit not by the 
same criteria. In Greece or Rome, starvation as a result 
of poverty was not seen as an anomaly, unless the 
victims carne from the stock of good old families, or the 
famine was caused by natural disaster and/or war. The 
thought that everyone needs to have at least the minimal 
conditions to survive was first voiced by the prophet 
Amos. Protecting people from famine or dire poverty 
became a moral matter, not because such protection 
was due to them - it was due to God, the Creator of us 
all. Up until the modero age, hunger, sickness, home
lessness was talcen care of, if at all, by charity. 

People frequently rejected the dominating rules and 
norms of distribution as unjust, mainly because they felt 
their freedom or their life chances curtailed in comparison 
to others. Under pressure, through the exercise of force 
and violence, many rules of the game had thus been 
overthrown. Generally, might was right, though com
promises could also be achieved. Modero social justice 
follows in the footsteps of such old contestations 
conceroing life chances, with one - major -difference. 
In all of the old cases, one single rule or norm was 
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contested (for example the rule of taxation), and once this 
rule had been changed and new rules established the con
testation ended for good. In the modero case, whenever 
something is achieved, a procedure is also established, 
and it is not only the result that stays but also the 
procedure. In this instance, we can assert the existence 
of social justice proper if the institutions of contestation 
of social justice are established, perfected and enriched, 
irrespective of the concrete aim they serve. Por example, 
the strike is a procedure to claim greater social justice 
in income distribution. Trade unions are those institu
ti.ons which decide whether or not distributive justice 
requires the mobilisation of this procedure at a particular 
moment 

There is a discrepancy between the basic structure of 
the modero social arrangement and the optimal form of 
its reproduction. By discrepancy I mean that the modem 
arrangement can be fully in place without assuring at the 
same time the optimal level of its reproduction. It is more 
unstable than the pre-modero, and many a contingent 
factor con tributes to its viability. It is a decision-sensitive 
arrangement. In addition, it is also attitude-sensitive. It 
shares the latter feature with the pre-modem arrangement, 
but if paired with decision-sensitivity, attitude-sensitivity 
can become an even more destabilising force. It is 
extremely important for the mere survival of moderoity 
to achieve a close to optimal form of reproduction and 
to keep it at that level. 

The new social arrangement is based on relations of 
symmetric reciprocity, whereas the old one was based 
on relations of asymmetric reciprocity. In the case of 
asymmetric reciprocity, meo and women are thrown 
by birth into a social class, rank, estate or caste. Here they 
find their destination ready. Hierarchy is established in 
the cradle, on the level of daily life. Men and women are 
going to perform their social functions according to the 
place they have been occupying since their birth. It is 
obvious why this arrangement is not decision-sensitive. 
No single decision (or even series of decisions) affects 
everyday life and the hierarchical structure of estates -
they are regarded as 'organic'. Yet it is equally obvious 
why the arrangement is· 'attitude-sensitive'. The whole 
is kept together by the acceptance of the altitudes of 
command and obedience. The moment questions are 
raised about the legitimacy not of one or another concrete 
relation of command and obedience, but of the action
independent relation of command and obedience in 
general, the doubt about the legitimacy of the social 
arrangement spreads, and the arrangement begins to 
crumble. This is why the sophists became so dangerous 
in the eyes of Plato, and why Nietzsche detected the main 
destabilising force in the hidden egalitarianism of Jewish
Christian ethics. The moment people started to believe 

Socialist movements and social justice 

that ali men are boro free, the death knell of the ancien 
régime was sounded. The new arrangement, boro simul
taneously with the deconstruction of the old, is based on 
the self-evident assertion that ali men (and women) are 
bom free. In terms of social arrangement that means that 
people are no longer boro into social ranks and castes, 
but as bundles of open possibilities. It is only within the 
institutions that they are hierarchised or, as Rousseau 
remarked, put in chains. As a result, their position in the 
social hierarchy will depend on the function they perform 
in the division of labour. Actually, it depends on the insti
tutions to what extent people, boro free, will be put in 
chains and what kind of chains these will be. It is for this 
reason that modero societies are decision-sensitive. 
Human decisions, particularly political ones, can change 
and transform institutions far more easily than they can 
the whole world of daily life. For example, a totalitar
ian party, or a leader of this party, can in a few years, 
or even in a shorter time, abolish the independence of 
ali institutions existing prior to the single-party rule, and 
introduce the element of complete instability into the 
modero arrangement The external rigidity of such a 
re gime is the manifestation of its instability. 

Let me return to the question of attitude-sensibility. 
As I mentioned, both the pre-modero and the modero 
arrangement are attitude-sensitive. But an entirely 
different attitude is needed for their respective stabili
sation. The pre-modero arrangement is destabilised 
once the norms and rules are constantly questioned, 
whereas the same attitude is the main fodder for, and life
element of, moderoity. Moderoity must institutionalise 
dynamic justice in order to survive. It needs standing 
institutions as well as standing procedures for the con
testation of justice. And since 'everyone is bom free' and 
everyone is also stratified and hierarchised by institutions 
(normally by more than one), it needs free possibility for 
both personal and collective (group) contestation. The 
modero arrangement is self-correcting, but not on its 
own. It needs the attitude promoting self-correction by 
negation. There are two different attitudes of this kind. 
One is about the transcendence of individual (personal) 
limits or boundaries, such as ambition, competitiveness 
or perfectionism; the other is about the transcendence of 
collective limits or boundaries, such as solidarity. It 
took time to realise that both attitudes are simultaneously 
needed to establish the optimal conditions for the repro
duction of the modero social arrangement. If either of 
those two altitudes is absent the modem social arrange
ment begins to crumble. If both are absent, as was the 
case in the Soviet-type totalitarian regimes, chaos is 
bound to set in sooner or later, after having been held 
up for a long time by a perpetual use of force. 

In the first half of the nineteenth century, things 
looked rather gloomy. The modem social arrangement 
had already undermined the old one structurally, but not 
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culturally. And in the sphere of politics, the transfor
rnation has remained unfinished. Competitive behaviour, 
the 'spirit of capitalism' was the main motivational 
force of the breakthrough of moderoity. Social classes 
occupied the half-evacuated places of the old estates. 
They were only half-evacuated for socio-economic 
classes, as the scholars of the nineteenth century, Marx 
among them, correctly described these formations; and 
they carried sorne basic features of the old social arrange
ment in to the new age. Since within the modero 
arrangement, in the network of the relations of symmetric 
reciprocity, everyone is supposed to be boro free as a 
bundle of open and undetermined possibilities, the idea 
that fair and equal opportunity is due to ali belongs to 
the constitutive features of this arrangement. In the 
early period of moderoity this idea remained marginal. 
Where suffrage is still qualified by property ownership, 
the level of income, or even by literacy, the idea of fair 
and equal opportunity is absent And it is absent in a dual 
sense. First, because political �uality belongs to equal 
opportunity, and, second, because political equality is the 
first precondition for the unfairly treated to voice their 
claims for fair and equal opportunity in life chances. 
True, people endowed with political rights can speak for 
the Other, yet substitutionalism, in addition to being polit
ically pateroalistic and problematic, does not keep 
modernity going in the long ron. Only if people leam how 
to raise claims for political and social justice for 
themselves, will they develop the altitudes necessary for 
the self-reproduction of modero life. 

In the early period of moderoity political equality 
was absent There were very few channels of lawful 
social contestation of social justice and injustice. In the 
absence of even the idea of fair and equal opportunity, 
it was taken for granted that the poor, the downtrodden, 
the industrial and agricultura! workers would always 
remain chained to their badly paid or detested functions, 
and that their children and grandchildren would do 
exactly the same. The new socio-economic classes (the 
capitalist as well the working class) stratified their 
members as estates or castes had once done. They 
carried over the pre-modero scheme of asymmetric rec
iprocity into the modero, without also carrying over 
their own patteros of solidarity and charity. Culturally, 
this meant the conservation of estate-like behaviour in 
class relationships which was nowhere more explicit than 
in the land of classical capitalism, Great Britain. In 
North America, however where the modem arrangement 
did not carry the dead weight of the old, estate-like 
classes only marginally existed. Disraeli remarked that 
in Great Britain, there were two entirely separate nations 
in one - they could not even talk to one another. 

This new world understood itself as modem, but it still 
perceived its main conflicts in the light of the ancients. 
lt was obvious that manufacturing industry was 

something entirely novel, and that the development of 
production would sweep away ali traditional forms of 
living. But as far as conflict management and conflict 
solving was conceroed, nothing new had yet appeared. 
Faced with the increase of wealth on the one hand, of 
poverty and unemployment on the other, with the 
emergence of the 'dangerous classes', the increase of 
violence and much else, it seemed as if an all-round class 
war were coming close. Sorne were afraid of it and 
tried to fence it off by deploying more and more force 
against the lower classes, whereas others looked forward 
towards the great showdown with hope and tried to 
trigger more violence against the rich and mighty. 
Ancient Rome was and remained the political model for 
a long time. Capitalism had actually been developing in 
the tasi two centuries of republican Rome, and people 
leamed from history books about the political calamities 
that ensued. Class conflicts brought civil war, the rule 
of the mob and of the demagogues as well as Caesarism 
and the dictatorship of the oligarchy. Marx criticised the 
Jacobins because they paraded in Roman costumes 
instead of discovering their moderoity. But he, too, 
accepted the political programme and the slogan of the 
dictatorship of the proletariat, which was yet another old 
Roman costume mistakenly carried over into a new age 
and bringing much havoc in its later career. 

Was this a matter of 'false consciousness'? Perhaps 
it was, for the analogy was tak�n at its face-value; 
perhaps it was not. In retrospect, we cannot exclude 
the possibility of devastating class wars emerging in the 
nineteenth and twentieth centuries, resulting in the sta
bilisation of a kind of imperial 'Caesarism'; after ali, we 
were not too far from such an outcome. The gist of the 
matter however, is, that if social conflicts are settled by 
class wars (by force and violence) or eliminated by 
(totalitarian) dictatorships, modemity cannot survive. 
Actually, the breakthrough of modernity had been 
thwarted in Rome too, and our culture might have 
become just the next failed attempt. 

But this time, modemity was not thwarted, and so far 
it has not failed. For moderoity began to find better and 
better avenues for its reproduction. We have seen that 
in a decision-sensitive arrangement almost everything 
depends on the stability of institutions. Modemity has 
slowly established its institutions in the framework in 
which conflicts can be carried out successfully; it also 
worked out the major modes of conflict-solving, 
including certain kinds of legitimate uses of force, where 
force aims at establishing the situation of symmetric rec
iprocity between the claimants and the claimees, without 
aiming at each other' s destruction. Where ali conditions 
of the modero arrangement are met, there can be no civil 
wars on social grounds. Slavery is, by definition, entirely 
adverse to the modero arrangement; the American Civil 
War was thus inevitable. 
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The fact that modemity could survive, despite ali the 
disasters that have befallen us during the last two 
centuries, owing to its ability to broaden the conditions 
for its reproduction from minimum conditions to the 
acceptance of ideas of the optimum condition, was due 
first and foremost to the emergence of democratic mass 
movements. By democratic mass movements I 
understand movements of the disadvantaged which 
aimed to get majority support for their claims. A 
movement of this kind can aim at the transformation of 
the institutions, at establishing new ones and abolishing 
sorne of the old ones. lt was not paternalistic well
wishers, but the efforts of the claimants themselves 
which broadene.d the room for manoeuvre for themselves 
and for other claimants. This is how the practice of 
contestation of social justice became a matter of course. 
What is contested here is the distribution of material 
resources, of the conditions of equal opportunity and life 
chances. J ustice as such is never achieved; if it were, no 
claims could be raised - this would also be the end of 
modemity. In addition, justice is never 'there', for the 
perception of what justice or injustice is is in flux. What 
is perceived as just by one is normally perceived as 
unjust by another, and thus many a contestation ends in 
compromise, only to start afresh at another time. 

On the European continent, the democratic mass 
movements that have broadened the space for the con
testation of social justice were almost exclusively social 
democratic or socialist In Hannah Arendt' s view this was 
a grave shortcoming in comparison to the American 
case, because those movements gave priority to the 
social question as against republicanism. But under the 
conditions of European class societies this could not have 
happened otherwise. Certainly, many socialist parties did 
not develop an adequate sensitivity for issues of repub
licanism; neither did they, I may add, understand fully 
the broadest implications of the liberal way of rights
thinking. That socialism could develop sympathies for 
dictatorial regimes because they allegedly cared more 
about 'social problems', even though they made com
promises in matters of freedom, was a weakness. It was 
also a grave misunderstanding, for in modemity, freedom 
is the absolute, even if not the sufficient, condition of 
wellbeing. Without democratic-liberal freedom, modem 
society cannot operate in a way suitable for securing the 
wellbeing of the populace. But if the analysis is restricted 
to social democratic and socialist movements of the 
kind which contributed to the widening of democracy 
by making a bid for universal suffrage and continued to 
operate within its framework, in other words, if we 
leave out of consideration communism and the 
communism-related movements altogether, then we 
could maintain that the obvious weaknesses of social 
democratic movements did not curtail their ability to 
con tribute to the development of the modem arrangement 

Socialist nwvements and social justice 

and to do it well. All the more so, since the other (and 
equally necessary) constituents of modem society were 
carried by other - liberal, and later also conservative -
social forces, and the result - that is the reproduction of 
the equilibrium of modemity - was achieved by ali 
those forces, and none of them was disposable. When 
communists accused social democracy and socialism of 
improving, rather than undermining the existing order, 
they were right. 

2 

Two different altitudes keep modemity going: com
petitiveness, dissatisfaction, the drive for perfection, 
elitism, ambition, individualism on the one hand, and 
solidarity, the drive for equality, a 'majoritarian' and 
communitarian spirit on the other hand. There are quite 
different attitudes in both clusters, particularly from the 
ethical point of view. Socialism, just like democratic 
movements in America, has an affinity with the second 
cluster, liberalism and (sometimes) conservatism with 
the first The schema is certainly oversimplified; there 
are always cross-combinations; for example, there is a 
communitarian type of conservatism and an individu
alistic type of socialism. What is called 'liberalism' in 
the United States is a kind of social democracy combined 
with certain, but by no means ali, liberal traditions. 

Modem society carne into being with the liberation 
of market forces and with the accelerated development 
of manufacturing industry. Hence the emerging illusion 
that everything is determined in it by the 'economy' or 
'technology'. But, as Polányi pointed out half a century 
ago, the self-regulating market was a sheer utopía. 
Already the unfolding of a tendency towards such a 
self-regulation and towards an unrestrained capitalist 
accumulation threatened modemity with total collapse, 
with the self-destruction of all its material resources, its 
human resources first and foremost. The catastrophe 
was avoided by the intervention of socialist movements 
of ali sorts, trade union movements included. They first 
pushed not so much for a kind of social justice, but for 
the bare mínimum sufficient for the survival of the 
industrial working class. However, already this achieve-

," ment, together with the fear of revolutions, had the 
salutary effect of putting a kind of brake on the self
destructive acceleration of capitalist development 

Since then, one of the major issues of social justice 
remains related to views of the operations of the market 
At the one extreme, market forces are the sole distrib
utors of wealth and services. As I mentioned, this 
extreme can never be achieved without relapsing into 
civil war and chaos. At the other extreme, national 
wealth is fully redistributed in such a way that high 
preference is given to the welfare of the least successful. 
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If such a tendency goes too far, stagnation sets in and 
patemalistic altitudes are substituted fQr democratic
liberal ones. Put bluntly, neither 'too much capitalism' 
nor 'too much socialism' ensures the equilibrium of 
the modern social arrangement. Nor finally, can, an 
agency or institution compute or plan the proper 
proportion between capitalism and socialism, for there 
is simply no such fixed proper proportion. The optimal 
proportion depends on cultural, historical and psycho
logical conditions, and those conditions are embodied 
in the altitudes, actions and discourses of the population 
of a democratic state. H people sense that there is too 
much social insecurity and the public purposes are 
neglected, they will push towards more welfare and 
more egalitarian distribution. By contrast, if they sense 
that society is becoming too rigid, uniform and dull, and 
initiatives are slackening, they will push for more 
capitalism. Modern society gains and preserves its 
stability like a pendulum. The democratic (and liberal) 
state provides the best conditions for the free swing of 
that pendulum. If this free swing is obstructed, modem 
society cannot properly develop, or it will be unable to 
maintain itself on the same level. The idea that dicta
torships could open the way for modemity through the 
increase of per capita production proved a tremendous 
mistake for which whole countries have already paid 
dearly, and others still will. That European intellectuals 
with an inauthentic inferiority complex have fed such 
blatant lies to the so-called Third World for many years 
remains to the buming shame ofWestern cultures. The 
swing is free not because it is independent of the efforts 
of the actors, but for the opposite reason, because it is 
the outcome of the contestation of justice, of the force 
of the push that different parties (from different 
directions) exert on the pendulum. 

At least in Europe, it was mainly socialist movements 
that pushed the pendulum into a more egalitarian, more 
welfarist, more redistributive direction; without them, no 
equilibrium could have set in. It stands to reason that 
normally, a less forceful push needs to be exerted from 
the other direction; market forces seem to operate rather 
spontaneously. But under specific circumstances even 
this commonsensical truth can prove untrue. While 
deconstructing totalitarian society, Eastern and Central 
European parties and movements have to push very 
hard in order just to establish a minimum space where 
market forces can begin to operate. 

The metaphor of the pendulum movement can be 
stretched further. The main pendulum swings between 
an uncontrolled and a totally controlled market, between 
a minimal state and all-round state intervention, without 
reaching one of the two extremes, either distribution by 
a pure self-regulating market or total welfarist redistri
bution; for were they reached, the pendulum could not 
swing back anymore. And there are other pendular 

movements whose importance varies according to 
cultures and age, indicating other, sometimes not less 
important, swings in the popular mood, such as indi
vidualism versus communitarianism, cosmopolitism 
versus nationalism (or jingoism), anarchism versus 
authoritarianism. Liberal democracy allows the swing in 
both directions; but there are extremes that threaten its 
survival, and the modern world needs to find ways to 
cope with these threats to preserve its fragile equilibrium. 
The conflicts between communitarianism and individ
ualism coincide sometimes with the swing of the main 
pendulum of capitalism/socialism, yet sometimes with 
the swing of the fellow-pendulum, cosmopolitism (inter
nationalism)/nationalism or jingoism. For sorne time, 
these were momentous social issues which had nothing 
to do (or at least not directly) with seeing social justice 
as the just distribution of wealth and income. 

In the last few decades, several new issues became 
matters of social contestation which can hardly be 
contested by the standards of distributive justice. 
Socialism used to apply these standards as if they were 
socialist standards proper. It was a socialist creed that 
once universal suffrage is in place, justice will depend 
on equality, or at least on greater equality, and that the 
equality of life chances will be best guaranteed by the 
redistribution of material resources. Socialism scored 
great successes in secondary education and in general 
health insurance, to the extent that redistributive 
principies alone could warrant the result. The United 
States, which never has had a socialist party of any sig
nificance, has neither a proper health care system nor a 
proper system of general secondary education. B ut the 
socialist imagination scored poorl y in the traditional 
controversies of individualism-communitarianism and 
cosmopolitanism-nationalism, where non-socialist 
(democratic and anti-democratic) movements pushed the 
pendulums in two directions. Social democracy was 
never inspired by difference; it did not make a case for 
unique (or idiosyncratic) phenomena, for excellence. 
Perhaps this is why it has lost many leading intellectu
als to communism and fascism, to movements that have 
embraced distinction. 

Due both to their extraordinary success in matters of 
distributive justice and to their insensitivity to other 
social issues, socialist parties might lose ground in the 
future, unless they reinvigorate their social imagina
tion. As a result of the socialist success, welfare issues 
will now be taken up by other movements and parties 
as well. Por example, in certain countries Catholicism 
can become one of the major forces which pushes the 
pendulum towards the socialist direction. On the other 
hand, the sweeping changes that occurred after 1968 
brought a host of new agendas, including ecology and 
radical feminism. Radical feminism claims justice, but 
distributive justice plays a subordinated role in this 
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claim. At least in a direct sense, ecology has nothing to 
do with distribution, but rather with production and 
consumption. These issues are complex and raise a 
great diversity of questions the answers to which cannot 
be quantified. For example, in the ecological imagina
tion, freedom does not appear anymore as the perfect 
condition for social contestation through which greater 
equality (in goods and services) can be sustained. 
Conflicts between freedom and life, individual dignity 
and the survival of the race may have to be faced. The 
old instinct of socialism, one which has served the 
movement well for two centuries, of establishing a new 
institution in order to regulate the issue, will in a1l prob
ability not work here. Without the reappearance of the 
republican spirit, such institutions can be detrirnental to 
those freedorns without which modemity is dead. 

It seems as if socialism had developed sorne sensitivity 
for the new issues. The socialist parties of Spain, France, 
Portugal and Italy are under the spell of the great changes 
Europe has undergone since 1968. These are great 
changes indeed, although it is difficult to grasp what 
exactly they consist of. I think that the most important 
aspect of those changes is precisely that they cannot be 
grasped by a sweepingly generalising sociological theory. 
I would discuss these changes in terms of the self-con
sciousness of modemity. Modems once believed that 
their world can be fully understood by the help of sci
entifically established universal laws. They also believed 
that modemity is sorne kind of a transit railway station, 
frorn which trains are going to run to somewhere else, 
for example, towards a final destination termed socialism. 

Those creeds have melted in the air. The conternpo
rary self-consciousness of rnodernity one can term 
postmodem with a grain of Hegelianisrn: we are not after 
modemity, but after the emergence of modemity. The 
socio-economic classes, these remnants of the old estates, 
are finally gone in Europe and perhaps also in Great 
Britain. Liberal democracy, the optimal condition for 
pendular rnovements, has finally been established in 
Europe, perhaps also East of the Elbe. We do not think, 
however, that the 'laws' of this world can be detected, 
for we think about the modem world rather as a 
framework that our generation and the next one rnay fill 
with one content or another, but which it may also 
destroy. Since the rnarket remains the fundamental 
mechanism of distribution as long as the pendulum is still 
in place, social justice as (re)distributive justice retains 
its irnportance. But perhaps under postmodem circurn
stances the old social dernocratic habits can also accom
modate to certain new and pressing requirements. 

3 

Let me return for a moment to the pre-modern 
concepts of distributive justice. In the ancient conception, 

Socialist movements and social justice 

one distributes ali kinds of goods. W ealth (property) is 
only one of those kinds, there are also others, such as 
honours and positions. To give others the goods which 
are due to them is an ethical rnatter. In Aristotle, the most 
modem of the old thinkers, different political societies 
(poleis) have their own, inherent pattems of just distri
bution. These pattems are kept alive by the just acts of 
the citizens. In the Christian universe, charity is one of 
the main virtues; Pascal places charity even higher than 
faith and hope. 

In the modem world, distribution is to be based on the 
principie: to each according to bis excellence. Socialism 
juxtaposed another principie: to each according to his 
needs. In theory, both principies are suited for regulating 
distribution under the conditions of symmetric reci
procity, whereas the guiding principie of the arrangement 
of asymrnetric reciprocity, to each according to his rank, 
was eliminated and lost its legitimacy. The two principies 
of modem distribution stand for the two extreme points 
of the pendular swing. Neither of them can be the 
exclusive principie. 

There is a difference between the two principies as 
well as a striking similarity. The diff erence can be 
described as follows. The first principie can be corrected 
by the second, but the second cannot be corrected by the 
first If the principie 'to each according to excellence' 
is accepted, the principie that considers needs, as a 
secondary one, can also be accepted. One can enjoin that 
the needs of those who are unable to excel should be 
talcen care of, and that everyone has to have at least that 
amount of goods which would put her under the 
conditions to ensure the exercise of her excellence. 
What 'excellence' is ali about, need not be determined, 
nor how and in what respects persons might excel. If. 
however, the principie of 'to each according to his 
needs' is accepted, one subscribes to a world which 
knows no competition and no excellence. For if it did, 
there would be a relative scarcity at least in something. 
This is true about all possible interpretations of the 
slogan which can range from a kind of dictatorial egal
itarianism to the fantastic utopía of absolute abundance. 
Social democracy was certainly never egalitarian in the 
above extreme sense. It recommended the 'need 
principie' as the main corrective principie; and as such, 
it has to stay. 

The striking similarity between the two conceptions 
of justice consists in the total absence of an ethical
moral element. If you have to give (the other) the good 
that is due to him, your act requires an ethical-moral 
attitude. Charity is obviously a moral issue; one acts 
charitably whenever one (as a person) satisfies a need 
of another, just for the other' s sake. If things are due to 
men and women according to their excellence, then I 
simply excel (or not) and you excel (or not), and we both 
receive our due according to our excellence. Moreover, 
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when something is due to you according to your 
excellence, this is not a moral affair at all .. 'Society' takes 
care of the distribution, not an individual person. If I do 
not pay what is due for your service, I am punishable by 
law. And if I do pay correctly and on time for the 
services of a house painter, this is not because I excel in 
the virtue of (distributive) justice. This means that 
without legal sanctions perhaps no one would pay for 
services rendered, just as one does not care if one gets 
a job in the place of a far more deserving person, not even 
if one is aware of the other' s superiority. The first 
modern principie of distributive justice operates via a 
mechanism which is morally too weak. 

Many socialists believe that their (corrective) principie 
is morally strong, in so far as the commitment to this 
principie is in itself the morally right thing. But they are 
mistaken, and there is a good reason for making this 
mistake. Claimants for more social justice have 
frequently manifested moral strength and fortitude (for 
example in a prolonged strik.e action); yet after the rules 
of the game, by pushing the metaphoric pendulum, have 
been firmly set, the moral aspect of this kind of con
testation of social justice also evaporates. People sitting 
in a conference room and making a plea for the improve
ment of free he.alth services do not display better personal 
morals, only views different from those of sitting in 
the same conference room and having different opinions 
on the alternative allocation of resources. Without doubt, 
one can make a display of one' s good moral character 
also in such a conference setting, yet not simply by 
arguing for a more welfarist policy. A person who gives 
voice to her disagreement with majority opinions with
standing strong public pressure, displays a good amount 
of civic courage. This is an act of moral value, but its 
ethical impact does not ensue from the concrete content 
of the discussion, but from the dignity of free speech 
upheld against the oppressive attitude of the majority. 
Since not the distribution of wealth but free speech is at 
stake, the action is republican and as such unrelated to 
the issue of distributive justice. 

Institutions which redistribute we.alth and other goods 
in welfare states are huge organisations like all other 
modern organisations. They are supposed to be 'ratio
nalised', and e ven if they are not, they behave as if they 
were. Briefly, no display of personal ethics is needed for 
keeping such organisations in a well-functioning order. 

Moreover, institutions of this kind normally replace 
charity where it still exists; they make charity redundant 
E ven simple acts of love are no longer required. If your 
old parents are well kept by the state, there is no reason 
to care for them. But imagine that one day, for one 
reason or another, these organisations suddenly disap
peared, yet the moral readiness to act justly whenever 
it is needed is already gone. Will people not let others 
starve before their eyes without so much as raising their 
eyebrows? 

Wherever one looks, persons as persons need not be 
just in distribution anymore. Distributive justice results 
from the well-ordered state and society. One could ask 
the question of whether this way of administering dis
tributive justice is better or worse than the pre-modern 
ways were? I think neither better nor worse; it is simply 
a different kind of distribution. The personified virtue 
of distributive justice (charity included) resulted from and 
was connected with, personal dependency. One kissed 
the hands of those who rescued one and one's family 
from famine or from the state of deprivation. The modem 
world eliminates personal dependency. One does not 
supplicate here anymore, one claims one's rights. This 
suits our freedom and dignity. 

If ali goes well and modernity survives, the display 
of personal virtues in matters of distribution will soon 
become an anomaly, a sure sigo of the breakdown of the 
institutions of administration and contestation of social 
justice in matters of distribution. Socialist parties and 
movements need to do something with this eventuality. 
The revitalisation of old personal virtues of justice does 
not belong under their authority. If just-unjust distrib
ution does not depend on personal ethics, then the old 
personal virtues of justice can still flourish beyond the 
scope of justice, as ethical beauties or religious luxuries. 
Socialist movements may rather enter into a lasting 
alliance with republicanism. Ethnic, race, and religious 
struggles, conflicts between ways of life that consider 
their differences irreconcilable, may soon occupy the 
recently vacated place of class struggle. Distributive 
justice alone cannot cope with this new schism. New, 
imaginative institutions are needed, a broader framework 
for the contestation of justice where mass participation 
combined with the display of republican virtues will 
again be possible. 
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SOCIALIST TRADITIONS AND 
/ 

THE TRINITY OF LIBERTE, 
/ / / 

EGALITE, FRATERNITE 
Ferenc Fehér 

1 

As a rule, socialists have made benevolently conde
scending allusions to the first revolutions of modemity, 
as well as to the documents forged in them. They were 
merely 'bourgeois' upheavals or they nurtured naive 
illusions, wrapped up in grand words; this is how sophis
ticated socialist criticism reads. And this is why liberté, 
égalité, fraternité, although preserved, have been 
relegated to an archive of relics in the socialist 
movements and their historiography. And yet for decades 
it has been dawning upon more thoughtful socialists that 
whatever their movements stood for, short of the 
communist 'innovations', could be expressed in the 
language of those 'obsolete' documents. An attempt 
was even made to deduce all majar postulates of 
socialism from the American 'Declaration of Indepen
dence'. My thesis here would go one step further; it 
proposes that socialism did not introduce a single new 
substantive principie on the basis of which modero 
society can be established. What socialism did in its 
better hours was to undertake interpretations of these 
principies, interpretations which were undeniably crucial 
for the modem arrangement. 

This is a far from derogatory statement The year of 
1989, with the happy coincidence of the retrospective cel
ebrations of the French Revolution and the grand 
spectacle of the revolutions of Eastem Europe that 
shook the world, was the appropriate moment to reflect 
upon early modemity as a single continuous revolu-

tionary cycle which now seems to have come to an end. 
The major principies and values of the new arrangement, 
setting it apart from ali pre-modem histories, above ali 
the values of freedom and life, were fixed at the very 
beginning of the cycle. In this sense, we once again 
write history and build theory ab urbe condita. Modemity 
in statu nascendi also created a vocabulary which cannot 
be transcended. The parallel cases of Hitler and Stalin 
bear out the truth of this statement Their crimes were 
indistinguishable; both remain eternal mementos in our 
annals. But Hitler, with his forthright negation of freedom 
and with bis overt contempt for the value of life, imme
diately provoked the unmitigated hostility of all those 

who were not rallying around him, and after the military 
defeat, he has become a discarded option. Stalin's 
Machiavellian use of the language of liberty misled 
millions for a long time. Toe untranscendable founding 
principies of our historical era are the basis of the only 
kind of fundamentalism modemity knows and tolerates. 
But, true to the long-standing traditions of European 
culture, these foundations need constant interpretation 
in arder to stay alive and remain vigorous. Toe best of 
socialist efforts were precisely such interpretations and 
comments on the basic texts of modemity (while enter
taining the self-delusion that they represented a radically 
new position). 

Take two of the majar socialist terms which captured 
the fantasy and triggered the actions of modero men and 
women. The first is exploitation (which has been 
embraced and internalised by the broadest possible 
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working class constituency of socialism), the second is 
alienation (which was mostly for the consumption of 
intellectuals, also of a new postwar generation, and 
generally for the dissatisfied of the middle classes). 
Exploitation, as long as we are not in the murky waters 
of Marxist pseudo-economics, has two clear and inter
pretable significations. In the first sense, it refers to. the 
basic fact that the worker has no influence over the 
surplus which has been produced by him or her beyond 
the wage. In the second sense, it is the expression of a 
widespread feeling that people, in a particular age and 
a particular country, are living miserably. The first sense 
of the term exploitation is a comment on the inadequate 
economic power of the workers in modero societies as 
well as a comment on what broad masses of people 
feel to be flawed social justice ( or an expression of the 
still vigorous spirit of natural law in modero society). The 
second sense is a comment on the standards of living of 
the workers, perceived to be un�ual to the point of being 
unbearable. Therefore, they are interpretations either 
of liberty or of equality. 

The case of alienation is more complicated given the 
richness of content of the philosophical term, as a result 
of which there has never been consensos on its meaning 
even among philosophers. But the following shades of 
meaning are regularly included in the concept Alienation 
stands for the impoverishment of the individual (vis-a
vis the enforced enrichment of the species); in this 
sense, alienation denotes a lost or never gained individual 
autonomy. Its hypothesised overcoming, the merger of 
the species and the individual, where, as Marx remarked, 
the particular will be the general, heralds the advent of 
rich and incommensurable individuals. Further, de
alienation promises an interrelationship between these 
rich and incommensurable individuals which is funda
mentally different from the jungle of competitive rela
tionships. In the first sense, alienation is an interpretation 
offreedom (qua autonomy). In the second, theory makes 
the too audacious proposal of eliminating the whole 
issue of equality (as there can be neither equality nor 
inequality between incommensurable entities). In the 
third, certain predictions are made on the future of 
fraternité. 

The objection can of course be made that there is no 
necessity to translate the much more sophisticated 
language of socialism into the obsolete one of the 
documents of foundation. My thesis is, on the contrary, 
that such a translation is a political and moral obligation 
for socialism, unless it intends to speak a jargon separate 
from the lingua franca of modemity, a secretive lingo 
which is incomprehensible for the majority oi modero 
meo and women, one which harbours suspicious 
intentions (and this was the case for decades with the 
communist 'party Chinese'). A translation of this kind 
is also a test, for it will show which elements of the 

socialist ideology are compatible with the principies of 
foundation and which aim at their false transcendence. 
And it is my hypothesis that in each act of comparison 
and translation, the language of the trinity liberté, égalité, 
fraternité will turn out to be the basic text to be inter
preted. The socialist addenda will appear as interpreta
tions of this basic text. 

2 

The socialist interpretations of liberté implied, in the 
main, two ways of taking the concept of liberty to task. 
In the first case, vehement objections were made to the 
actual extent of liberté. The fundamental accusation 
was o�e of hypocrisy. Liberté was declared to be 
universal, whereas in fact it remained limited, via the 
electoral census and the distinction between citoyens 
actifs et passifs, often not to more than six or eight per 
cent of the adult populace, and even in the very best case 
not ranging further than half of them. From this inter
pretation cum critique, powerful movements grew which 
achieved the major political victory of modem 
democracy, the extension of the right to elect and to be 
elected to whole of the male populace. (Which shows 
immediately the limitation of socialist political imagi
nation that could only think in terms of class but not in 
those of gender.) Socialism in its he.roic age, often in spite 
of the ironical remarks of its own founding fathers about 
mere political rights, fought in alliance with the liberals 
for the universalisation of liberté. 

In the second case, socialism accepted the Cartesian 
definition of liberté as a power to do or not to do 

. something, and it asked the following question. Do the 
workers have the power, that is the freedom, not to 
work in factories under the truly inhuman conditions of 
the industrial revolution? If they have no alternative to 
accepting those frightening conditions, set by their 
social Darwinist masters, are they free, in spite of the 
solemn declaration of their liberties? Was Marx's 
description of an 'emancipated slavery' an exaggeration 
altogether? And not even the considerable improve
ment of working conditions, which happened in this 
century under the pressure of working-class movements, 
eliminates entirely the validity of the inquiry. The 
question still resounds in the modero world, and the thrust 
for the possibility of altemative occupations and lifestyles 
will remain on the socialist agenda in the next century. 
In this case, the critica! interpretation of liberté was 
addressed to the discrepancy between the principie and 
its 'realisation'. 

Two diametrically opposed strategies of socialism 
emerged from this challenging of liberté. The first 
strategy was 'dialectical'. It took for a fact and a premise 
the hypocrisy inherent in the practice of liberté and it 
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drew conclusions from it which were devastating for the 
very principie. 'Dialectic' meant here the following 
procedure. Every category had to be scrutinised critically 
as potentially 'ideological'. Their 'real' meaning had to 
be fathome.d, and this could be achieved by their outright 
negation (and, of course, by the subsequent elevation of 
the concept to a 'higher' level). This is, for example, how 
the thesis of a revolutionary, or proletarian, dictatorship 
as a higher type of democracy was conceived. The 
premise of the second strategy was the recognition of the 
discrepancy between the principies and their 'realisation' 
in social practices, and the conclusion proposed the for
mulation of such policies, on the very basis of the 
infracted principies, which could aim at closing, or at 
least narrowing the gap. This bifurcation of socialism 
became most manifest in the conflict between 
communism and social democracy. But it had been 
there prior to the conflict, and it is not likely to vanish 
completely even after the collapse of communism. 

Socialist movements and theories normally also 
·addressed the question of whose liberty has been declared
and 'realised' in modemity. 'Man', boro free and
endowed with inalienable rights, appeared as a dubious
entity to them. There were four levels at which socialism
replied to the self-posed question; those of human
species, society, a social class and the individual. On the
level of the human species, socialism, for the most part,
reiterated the banalities of fraternité. It had neither a
theory nor even a programme for an integrated and
emancipated human race. Marx was here the only
exception who elaborated a grand philosophy of the
species, but it was based on the fusion of the individual
and species; and the individual person, rather than the
sum total of the human race, served as its model.

On the second level, the queries were, more often than 
not, wrongly posed in socialist thought. In the first 
place, societas and libertas were simultaneously posited 
because socius, in the modem usage, is the human being 
who enters into a relationship with others, instead of 
being bom into it In this sense, every 'society' is already 
an emancipated domain when it is compared to 
'community' or kinship (and discussing 'pre-modem 
societies' is the problematic modemisation of historical 
sociology). Strictly politically speaking, 'free society' 
can only mean an arrangement in which human liberties 
are publicly and universally declared without formal cur
tailments and without the simultaneous existence of 
such mechanisms that would render this declaration 
null and void from the very beginning. 'Autonomous' 
society is a meaningful term only in so far as there are 
heteronomous societies. We can think of three instances 
of the latter. First, when law is given to a society by 
another (where the term is tantamount to a 'group', a 
'tribe' or a 'race' in pre-modem times, and to 'an alien 
nation state' in modero times). Second, a society is het-

eronomous when its present (those who constitute it 
here and now) is dominated totally by the past, by 
tradition. Third, it is heteronomous if it is dominated by 
'nature', (which is the exception, rather than the rule, in 
modemity). These investigations, on which socialism 
wasted so much energy, brought precious little yield for 
the understanding of modemity and for forging 
meaningful socialist strategies in it 

Liberté, meaning the liberty of a hitherto unemanci
pated class, was the principal issue of early socialism. 
And it brought unfading glory on socialists that they 
achieved their goal in a dual sense. Political liberties of 
the workers were granted by the system of universal 
suffrage, and the 'social question' was legally recognise.d 
by the social legislation of the welfare state. But when 
socialists made efforts to go beyond this level, and par
ticularly when they embarked on the myth of the pro
letariat, as a distinguished human group which allegedly 
holds the key to sorne sort of mysterious puzzle of 
history, they were simply led astray by their political and 
philosophical zeal. A particularly dangerous version of 
the myth was proposed by Marx, on the occasion of the 
Paris Commune and elsewhere, in terms of which the 
more than political, the so-called 'human', emancipation 
of the proletariat - in simpler words, the abolition of 
wage labour via revolutionary expropriation - has the 
inherent prerogative of stripping other human groups, 
temporarily or permanently, of their civil and political 
rights. The proletarian mythology, apart from ali non
sensical elements inherent in it (the most blatant one 
being the 'proletariat as the new ruling class'), meant a 
reactionary regression in comparison to the predomi
nantly universalist conception of liberty in modemity. 

Socialism was at its weakest when it carne to inves
tigate the only genuine subject of liberty, the individual 
person. Here the socialist contribution to developed 
modemity is clearly inferior to liberalism, and this is not 
by chance. In a competitive, profit-dominated world, 
socialists were inclined to accept the self-image of 
capitalism and regard the person (an isolated being) as 
'naturally' egoistic. The antidote to egoism seemed to 
come from sorne kind of communitarian network alone, 
be it the archaic community or the 'community' of a 
modem social class. We do not do full justice to the 
socialists' philosophical astuteness if we state that they 
'could not grasp' that not only egoism, but also its 
opposite, solidarity, has its seat in the individual; further, 
that 'it was beyond their comprehension' that a 
community ( of both the archaic and the modem type) is 
nothing but the network of individuals' relations to 
other individuals. Marx, not to mention lesser minds, was 
certainly aware of these truths. However, a movement' s 
thinking and judging is dominated by its typical con
stituency. And the constituency of the gol den age of 
socialism consisted of workers who carne to socialism 
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as members of a class, with the grievances of their class, 
and not primarily in their capacity as individuals. They 
raised their grievances, among them their collective 
disenfranchisement, not as individual but as collective 
class issues. And when the individuals par excellence, 
the mcxlem intellectuals, flocked to the movement, in the 
stonn of the first World W ar and after, they did the 
serious disservice of denigrating the cause of individual 
freedom as a pathology of the capitalist age. 

And yet socialism has great tasks ahead of it with 
regard to the freedom of the individual - provided it 
wants to survive and rejuvenate. In the world defined by 
the revolutions of the W est, the period of totalitarianism 
with a race or class ideology is over for the foreseeable 
future. But the foundations of the individual's freedom 
are far from guaranteed. The alliance of liberalism with 
democracy is still young and fragile; it has more charters 
of human rights than a culture of tolerant habits behind 
it. Democracy, devoid of a liberal tradition and a sense 
of high culture, has tremendous totalitarian potential 
(as McCarthyism in the United States sufficiently exem
plified). There are also new, race, ethnic, and religion 
based types of fundamentalism emerging. The very 
context, 'Western culture', in which alone the principie 
of individual freedom has been conceived, is being 
questioned from within and without. An aggressive 
radicalism of a confused type, one which cannot be 
pinned down by either a 'leftist' or a 'rightist' label, 
known as biopolitics, focusing on race and gender issues 
and displaying methods and an ethos remarkably similar 
to those of defunct communism, has also appeared on 
the horizon. In this far from untroubled situation, 
socialism, if it still has sorne of its older libertarian 
energies, can show its mettle, in alliance with liberalism, 
in defending the liberty of the individual. 

3 

Although socialism is nonnally associated with egal
itarianism, if one looks at socialists' own declarations, 
this statement is true only from its negative aspect. 
Socialism ( of ali kinds) has been a traditional critic of 
the inequality created by the capitalist market system. 
Viewed from the positive side, however, the result is 
much more ambiguous. A consistent and terroristically 
inclined egalitarianism, Babeuf s égalité de f ait, emerged 
immediately from the stonn of the French Revolution. 
Marx did include Babeuf in the calender of the martyrs 
of socialism but he branded bis position as one of 'crude 
communism' which is tyrannical, an enemy of culture 
and which proposes a generalised rule of envy. Absolute 
and substantive egalitarianism was the exception rather 
than the rule during the period of the Second Intema
tional. Social democracy advanced solutions in tenns of 

social justice which meant 'more', not absolute, equality; 
and this remained its strategy when it drafted the charters 
of the welfare state. In a quick and superficial overview 
one could come to the conclusion that communism 
abandoned egalitarianism, which had been labelled by 
Stalin as a 'petty bourgeois' position, and that it used 
arguments about the inequality inherent in capitalism 
only to score points in a propaganda war. If this is our 
thesis, we shall see Poi Pot and the rule of the Khmer 
Rouge as a mere episode of absolute egalitarianism 
within communism, one which fully realised ali the 
nighunares contemporary obseivers had been predicting 
about the reality of the Babeuvian proposal. 

However, this would be a too facile way of settling 
accounts. Por at least in one crucial respect, communism, 
which otherwise created an almost feudal system of 
hierarchical bonuses and prerogatives, the so-called 
flíJmenldatura, was indeed absolutistically and tyranically 
egalitarian: it robbed everyone who lived within its 
orbit equally - of even the socially most insignificant 
fonn of property. Its official and tautological distinction 
between 'prívate' and 'personal' property only concealed 
the fact that the totalitarian state has always upheld the 
right to prescribe what amount and what mix of consumer 
goods can be held by the individual person or household. 
That the employees of the state, who constitnted the over
whelming majority of the populace, were not allowed to 
have any kind of property, is sufficient proof for anyone 
who is only slightly familiar with the reality of Soviet
type society. The property relationship of the peasantry, 
forced into cooperatives, is a more complex issue, and 
here it will suffice to remark that the peasants could use 
their collective enterprise as a property, and not as a trust 
fund of the state to which they were enchained, only in 
the last decades, and even then, only in a few communist 
countries. It is more difficult to grasp that the nomen
klatura, or the party apparat, the omnipotent master of 
society, was also robbed of property-owning. Here, I can 
only refer to Dictatorship Over Needs, in which, together 
with my fellow authors, I proved that in terms of 
ownership, the state property of totalitarian socialism was 
the property of a corporation. The members of the cor
poration were powerful and, in relative tenns, well
endowed, but they were not proprietors. The moral of 
the story of the Soviet-type society in this respect is that 
without sorne kind of property, liberty is inconceiv
able. And if one intends to comprehend contemporary 
Eastem and Central Europe in its privatisation fever, one 
should, instead of sennonising to them about capitalis
tic greed, grasp that their thirst for property expresses, 
among other things, a need for a haven from the state and 
for an altemative lifestyle. And this thirst has been 
created by the too-long nightmare of an egalitarian 
regime which reduced everyone to nil as far as property 
holding was concemed. 
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Socialist traditions and the trinity ofliberté, égalité, fratemité 

Once communism has gone, and a world order, basecl 
on the global market with democratic interventions has 
been consolidated, socialists have to face seriously the 
theoretical issues inherent in égalité. Toe major premise 
of all relevant considerations of equality is the circum
stance that the concept has two aspects, those of equality 
in terms of property ownership and equality in terms of 
the evaluation of the individual. The distinction is age
old and needs no further comment, apart from pointing 
out that its second aspect means the treatment of the 
individual in abstraction from his/her property or social 
rank. The major innovation modemity brought into the 
treatment of this ancient issue was to create the dramatic 
contrast between the two aspects of equality. Toe fun
damental radical tenet since the French Revolution has 
been that any solution of the second aspect ( equality in 
the evaluation of the individual) is a questionable, and 
according to certain radicals, a hypocritical and worthless 
ploy, if there is not at the same time sorne sort of equality 
in terms of property. This tension was ali the more 
intensified as the initially very flawed treatment of the 
second aspect, which is basically tantamount to the 
slogan of 'equality before the law', underwent a process 
of considerable improvement in the last decades. The 
system of universal suffrage has been completed in all 
democratic countries, including voting rights for women. 
There is sorne kind of bill of rights and charter of human 
rights in force in many democratic countries that defends, 
if imperfectly, the rights of the individual to be different 
and the like. Certain protective measures against 
collective discriminations of all kinds are in place or 
being tested. Even the resident alien now enjoys, in 
principie at least, the full protection of law, in a beneficia! 
departure from the politics of democracies before the 
Second World War. With all its deficiencies and 
loopholes, the project of equality before the la� seems 
to have been completed within the nation state (now it 
can be applied on a global scale cannot even be touched 
upon here). 

This undeniable progress with regard to the second 
aspect has intensified the dissatisfaction with the first 
aspect Liberal theories may make any amount of effort 
to convince people, as Bentham did, that in regard to 
property, the truth holds that what belongs to everyone, 
belongs to no one, a truth which has been borne out 
recently by the Soviet experiment. A large number of 
non-proprietors however, will still hold that the prevailing 
situation, with consistent equality in one respect, and 
blatant inequality in the other, is unjust In addition, there 
is no hope within our horizon that this tension will ever 
leave modemity. The road to easy solutions is blocked. 
In the modern world, unlike in the Aristotelian, no one 
can seriously formulate the proposal of dividing existing 
properties into approximately equal units (or at least 
restricting their immoderate growth). The Soviet 

experiment of declaring everyone' s confiscated property 
everyone's collective asset was a stunning confirmation 
of Bentham 's gloomy prediction. 

What socialist can consider in the wake of these 
resounding fiascos is the following theoretical distinc
tion. Property has two aspects: ownership and appro
priation. There can be no ownership without the right and 
the possibility of appropriation, but there can be appro
priation (of the produced goods of a civilisation) without 
ownership. It was always a utopia of early capitalism that 
ownership alone can define appropriation; a utopia to 
which not even the dreariest reality of the industrial 
revolution ever fully corresponded. And the period of this 
utopia is now over. Strategies can therefore be forged in 
terms of which appropriation, as one (the social and 
collective) aspect of property can be emancipated from 
the other, from ownership, without undermining the 
market economy and without unleashing violent cycles 
of expropriation. There is a wide range of social options 
available behind this abstract proposal, from the state 
redistribution of funds in order to sol ve buming social 
issues to promoting and supporting collective types of 
ownership. Socialism, mesmerised by the idea of a total 
collective property, which, in the benevolent versions, 
will not hurt anyone's interest and which will in fact 
belong to everyone, has not yet tuned its imaginative 
power onto the wavelength of this kind of solution, at 
least not to a sufficient degree. 

4 

Of the revolutionary trinity, the first two have 
constantly been subjects of serious political debates, 
but fraternité has become a laughing stock, with its 
excessive sentimentality and elusive contents. The 
judgment of posterity is however on a collision course 
with the perception of the revolutionary age itself. 
Beethoven 's music as a whole, and not just the last 
movement of the Ninth Symphony, remains a mystery 
without feeling the aura of fraternité in the background, 
nor can the initial revolutionary anthropology be grasped 
without it. Fraternité was a principie with a dual function 
in the revolution. Within la nation, it complemented the 
'rigidity' and 'soullessness' of the law. In this function, 

fraternité did an ambiguous service. On the one hand, 
it mellowed the harshness of the legal system of early 
modernity, and emphasised that even the most just law 
has innocent victims, and also that there are other than 
legal considerations. On the other, it often incited the 
rejection of the law and the replacement of it with 
violent acts. 'Fratemisation' was the name given to the 
terrorist actions of bullying moderates into submission 
and obedience in the París districts in 1793-4. Outside 
the revolutionary nation,fraternité was meant to be the 
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principie of what these days we call international rela
tionships, and in the age of nationalism, it quickly tumed 
into sheer hypocrisy. France, even prior to Bonaparte, 
never behaved in a fraternal fashion to any of the 
countries she conquered, and the Great Revolution set 
the example for the repeated acts of 'fraternal support' 
by the Red Army. 

Carl Schmitt may have a point in emphasising that our 
political concepts have a theological origin, even if my 
conclusion, drawn from this, is not necessarily similar 
to his. But there are degrees of difference, and of the rev
olutionary trinity ,fraternité was the least secularised. It 
meant, first, a family union where the bonds were not 
those of blood, but of a spiritual, sometimes of an 
outright mystical nature, akin to what Dostoevsky called 
'brotherhood in Christ'. Secondly, it expressed the unity 
and homogeneity of the family as against individual 
difference. Finally, it claimed to be a principie, standing 
higher in its indistinctness and elusiveness than any 
well-defined affiliation and duty in 'normal' life. And 
it was precisely the barely secularised character of the 
term which proved unsuitable for the procedures of 
modernity. 

In the nineteenth century, it quickly became a 
discarded option in both of its functions. Among nation 
states, it was Nietzsche's principie, the attitude of a 
'cold monster', that prevailed. In the revolutionary 
movements, there were certain signs of fraternité among 
militant and persecuted socialists in the legendary times 
of the foundation of the movement. The way of 
addressing each other as 'comrade' was the most visible 
of them, one which indicated 'family relations'. But 
early socialistfraternité soon gave way to the bureau
cratic regulation of relationships in large parties and 
intemational organisations. Moreover, there was both a 
theoretical and an emotional backlash againstfraternité 
among the militants of later days. The more the conflicts 

between the socialists and their enemies sharpened, the 
more it was Kameraderie, the unemotional solidarity of 
fighters, which became the virtue of the day. 

There was a brief period of resurrection offraternité 
in the 1960s and 1970s in the New left, a vestige of which 
now still lingers on in the slogan of 'sisterhood' among 
feminist groups. But in the new leftist act of resurrect
ing brother- and sisterhood there was also an emphatic 
element of drug-induced ecstasy which proved perforce 
a temporary detour and which is now engulfed by the cult 
of health of the 1980s and 1990s. And no long-term 
future can be forecast for this emotionally overloaded 
principie either. Socialists do feel the need for lifestyles 
other than those available within the framework of large 
bureaucratic parties; and they certainly appreciate 
decency after the moral decay of communism. But there 
is no sign in the postmodem atmosphere that they would 
strive to be members of a homogeneous family without 
preserving their difference. 

5 

Socialists often waste useful time in the quest for 
principies that are solely 'theirs' within modernity, their 
own mark of distinction. This is, as I have tried to 
emphasise throughout, a vain quest: the majar principies 
of modemity have been set at the legendary acts of 
foundation. The forte of socialism had been for a very 
long time its capacity to interpret these principies in a 
radically new fashion. And it is precisely this interpre
tive faculty that was lost in the communist intermezzo, 
both on the side of the communists and on the side of 
those whose energies were almost completely exhausted 
by opposing communism. Whether or not socialism has 
a future depends to a very great degree on its capability 
of regenerating this faculty of original interpretation. 
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WORLD INCOME 

INEQUALITIES AND THE 
FUTURE OF SOCIALISM 
Giovanni Arrighi 

The thesis of this paper is that the great political 
upheavals of our days - from Eastem Europe and the 
USSR to the Middle East - originate in a radical trans
fonnation of the social structure of the world economy 
combined with a persistent, indeed deepening, income 
inequality among the regions and political jurisdictions 
into which the world economy is divided. This radical 
transfonnation began shortly after the end of the Second 
World War, gained momentum in the 1960s, and tapered 
off in the late 1970s and 1980s. As succinctly put by 
Hobsbawm (1986, p. 13). 

The period from 1950 to 1975 ... saw the most spec
tacular, rapid, far-reaching, profound, and worldwide 
social change in global history . . . [This] is the first 
period in which the peasantry became a minority, 
not merely in industrial developed countries, in several 
of which it had remained very strong, but even in Third 
World countries. 

Toe change in question has cut across the great West
East and North-South divides and has been primarily the 
result of purposive actions aimed at narrowing the gaps 
that around 1950 separated the wealth of the peoples 
situated on the privileged side of the two divides (the 
West/North) from the relative or absolute deprivation of 
the peoples situated on the underprivileged sides ( the East 

* 'This is a revised and expanded ve:rsion of the original essay
which was completed in December 1990. 

and the South). Toe most important of these purposive 
actions was the pursuit of economic development by gov
emments. By intemalising within their domains one or 
another of the features of the wealthier countries, such 
as industrialisation and urbanisation, govemments in the 
East and South hoped to replicate the means of their 
success and thus catch up with their wealth and power. 
Also important as a complement or a substitute for gov
ernmental actions were actions undertaken by private 
organisations and individuals - most notably the 
migration of labour, of capital and of entrepreneurial 
resources across state boundaries. 

Individual successes notwithstanding, these actions 
failed in their attempt to promote a more equal distrib
ution of wealth across the space of the capitalist world 
economy. A handful of states did manage to climb up 
the global hierarchy of wealth, and many individuals 
achieved the same result by moving across state 
boundaries. But this upward mobility of a few states and 
of many individuals did not change the overall hierarchy 
of wealth. On the contrary, after more than 30 years of 
developmental efforts of all kinds, the gaps that separated 
the incomes of the East and of the South from those of 
the West and North are today wider than ever befare. 

In the 1980s, states in the East and in the South have 
thus found themselves in a situation in which they had 
internalised elements of the social structure of wealthier 
countries through 'modemisation', but had not succe.eded 
in internalising their wealth. As a consequence, their gov
ernments and ruling groups lacked the means of fulfilling 
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the expectations and accommodating the demands of the 
social forces that they had brought into existence through 
modemisation. And as these forces rebelled, a general 
crisis of developmentalist practices and ideologies began 
to unfold. Toe crisis of communism in Eastem Europe 
is but one side of the coin of this general crisis of devel
opmentalism. Toe other side of the coin is the crisis of 
the capitalist variant of developmentalism - a crisis 
which is most clearly visible in the rise of Islamic fun
damentalism in the Middle East and North Africa but is 
apparent in one form or another throughout the South. 

In what follows I shall focos on the increasing 
inequality of the global distribution of income because 
in my view this is rapidly becoming the central issue of 
our times. I shall take for granted that processes of 
urbanisation and industrialisation have reached deep 
into the South and that numerous Third World countries 
have been industrialising rapidly. But I shall not assume, 
as most still do, that 'industrialisation' and 'development' 
are one and the same thing. This view is so ingrained that 
it has remained unchallenged, notwithstanding the recent 
wave of deindustrialisation among sorne of the wealthiest 
and most powerful states of the West. These states 
continue to be identified as 'industrial' or 'industri
alised', while the corresponding rapid industrialisation 
of comparatively poor and powerless states is taken at 
face value as the equivalent of 'development'. This 
view obscures the fact that industrialisation has been 
pursued not as an end in itself but as a meaos in the pursuit 
of wealth and power. Whether or not industrialisation has 
represented 'development' depends entirely on whether 
or not it has been an effective means in this pursuit. As 
I have shown elsewhere, the effectiveness of industri
alisation in delivering wealth in the world economy at 
large has declined with its general spread until, on 
average, its returns have become negative (Arrighi 1990, 
pp. 18-25, Arrighi and Drangel 1986, pp. 53-57). 

By focusing on the persistent and deepening inequal
ities in the distribution of wealth across the space of the 
capitalist world economy, I simply want to underscore 
that- a few exceptions aside - the spread of industrial
isation has not delivered its promises. There has been a 
lot of industrialisation (and even more urbanisation) 
with incalculable human and ecological costs for most 
the people involved. But there has been little 'catching 
up' with the standards of wealth and power set by the 
West Industrialisation or, more generally, modernisation 
has thus failed to deliver what it had promised, and this 
failure is at the roots of the serious troubles currently faced 
by most states in the East and in the South. 

These serious troubles are neither local nor conjunc
tural. They are systemic and structural. They are troubles 
of the world system to which the West and North belong 
as much as the East and the South. Forecasts and projects 
conceming the future of the W est/North that ignore the 

systemic origins and consequences of these troubles 
are at best irrelevant and at worst dangerously 
misleading. 

1 THE CHANGING STANDARD OF ECONOMIC 
SUCCESS ANO FAILURE 

What do we mean when we say that communism has 
'failed' in Eastern Europe, or that capitalism has 
'succeeded' in Japan and elsewhere in East Asia? Of 
course, different people mean different things. Yet, in the 
back of our minds there looms a fairly universal standard 
against which we assess the performance of political and 
economic regimes around the world. This standard is the 
wealth of the W est/North - not of any particular region 
or political jurisdiction into which the West/North is 
divided but of the West/North as an  ensemble of dif
ferentiated units engaged in mutual cooperation and 
competition. The fortunes of these constituent units 
relative to one another are subject to continuous ups and 
downs, which may matter a lot to the units most visibly 
affected by them, but appear as irrelevant - and rightly 
so - when it comes to assessing the performance of 
states and regions that do not belong, or did not belong 
until recently, to the West/North ensemble. Is it Sweden, 
or Germany, or France, or the UK, or the USA or 
Canada, or Australia that we use as a comparison when 
we say that communism has failed in Eastern Europe and 
capitalism has succeeded in Japan? Clearly, we refer to 
all of them in general but to none of them in particular. 
What we are in fact referring to, knowingly or unknow
ingly, is sorne kind of average or composite standard of 
wealth that every region and political jurisdiction of 
the West/North has enjoyed to sorne degree for a long 
time, though not to the same degree all of the time. 

In order to make the assessment of success and failure 
in the contemporary world economy less fuzzy than 
usual, I shall take as an indicator of this composite 
standard the GNP per capita of what I shall call the 
'organic core' of the capitalist world economy. For our 
present purposes I define the 'organic core' as consisting 
of all the states that over the last half a century or so have 
occupied the top positions of the global hierarchy of 
wealth and, in virtue of that position, have set (individ
ually or collectively) the standards of wealth which all 
other states have been trying to attain. 

These states belong to three distinct geographical 
regions. The most segmented of the three regions, 
culturally and jurisdictionally, is Western Europe, defined 
here to include the UK, the Scandinavian and the Benelux 
countries, former West Germany, Austria, Switzerland 
and France. The states lying on the western and southern 
outer rim of the region (that is, Ireland, Portugal, Spain, 
Italy and Greece) have not been included in the organic 
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core because for most or all of the Iast 50 years they have 
been 'poor relations' of the wealthier West European 
states - poor relations which did not contribute to the 
establishment of a global standard of wealth but were 
themselves struggling more or less successfully to catch 
up with the standards enjoyed by their neighbours. The 
other two regions included in the organic core are less 
segmented culturally andjurisdictionally. One is North 
America (USA and Canada) and the other - small in 
population but large in territory - consists of Australia 
and New Zealand. 

Table 1 shows for selected years of the last half
century the GNP per capita of each of these three regions 
as a percentage of the GNP per capita of the organic core 
- that is, of these same regions taken as a unit. In
brackets, the table also shows the population of each
region as a percentage of the total population of the
organic core. Toe most noteworthy feature of the table
is a sharp widening, followed by a steady narrowing, and
an eventual closing, of the income gap between North
America and W estem Europe- the two regions in which
most of the population of the West/North has been con
centrated.

Table 1: Comparative Economic Performance in the 
West (Organic Core) 

1938 1948 1960 1970 1980 

I. W estem Europe
83.2 56.5 65.7 73.5 

(57.0) (51.2) (48.9) (47.7) 

11. North America
121.6 149.3 137.0 127.4 
(40.5) (46.0) (48.0) (49.0) 

III. Australia & New Zealand
134.4 84.6 67.4 76.3 

(2.4) (2.8) (3.1) (3.3) 

Weighted Average (Total) 

103.0 
(45.7) 

98.6 
(50.7) 

81.7 
(3.6) 

1988 

91.4 
(44.1) 

lo<J.7 
(52.1) 

67.0 
(3.8) 

100.0 100.0 100.0 100.0 100.0 100.0 
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) 

Notes 
l. GNP per capita of the region divided by the GNP per

capita of the three regions taken together times 100. In
brackets, population of the region as a percentage of the total
population of the three regions taken together.

2. The GNPs per capita of the regions have been calculated
from data provided in Woytinsky & Woytinsky (1953)
for 1938 and 1948 and from World Bank (1982, 1984,
1990) for the other years.

3. W estem Europe consists of the Benelux and Scandinavian
countries, (West) Germany, Austria, Switzerland, France
and the United Kingdom. North America consists of the
USA and Canada.

World income inequalities and the future of socialism 

This trajectory reflects well-known trends of the 
capitalist world economy during the period under con
sideration. The initial widening gap reflects the 'great 
leap forward' experienced by the North American 
economy in the course of the Second World W ar and the 
immediate postwar years, thanks to which Nort.h America 
jumped ahead of ali the other regions of the world 
economy, W estem Europe included. A new and higher 
standard of wealth was thereby established, and a race 
to catch up with that standard began in eamest. In the 
pursuit of this objective and with considerable financial 
and institutional assistance from the new hegemonic 
power (the USA), West European states rapidly restruc
tured their domestic economies in the likeness of the 
North American economy. 

As shown by Table l, Western Europe' s pursuit has 
been highly successful. By 1970 the income gap that 
separated Western Europe from North America was 
back to where it was in 1938, and by 1980 it had dis
appeared. The table actually shows that in 1980 the per 
capita income of Western Europe surpassed the North 
American but fell behind it once again in the 1980s. 
These latest ups and downs in the relative fortunes of the 
West European and North American regions are largely 
due to fluctuations in the value of the US dollar relative 
to West European currencies - a value that on average 
was higher in 1988 than in 1980. Whether these fluctu
ations are just cyclical adjustments that mark the end of 
the process of catching up of the previous 30 years, or 
are the harbingers of underlying structural changes that 
prepare a new major differentiation in the fortunes of the 
two regions, as happened between 1938 and 1948, is a 
question beyond the scope of this paper. Por our present 
purposes it suffices to notice that over the last half
centuty, income inequalities among the regions of the 
organic core have never been smaller than they were in 
the 1980s. 

This conclusion holds even if we take into account the 
more erratic trajectory of the Australasian region -
demographically by far the least significant of the three 
regions under consideration. In 1938, this region was the 
wealthiest region of the organic core. Like Western 
Europe, it experienced a sharp worsening of its position 
relative to North America between 1938 and 1948 but 
unlike Western Europe it continued to lose ground 
between 1948 and 1960. After 1960 its relative position 
began to improve but after 1980 it deteriorated again. As 
a result, having started out as the wealthiest of the 
wealthiest regions, in 1988 Australia and new Zealand 
ended up as the poorest of the wealthiest regions. 

This erratic trajectory does not change the conclusion 
that over the last half-century income differentials among 
the regions of the organic core of the world economy 
have never been lower than in the 1980s. Thus, the 
ratio of the highest to the lowest of the three regional 
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GNPs per capita stood at 1.6 in 1938, 2.6 in 1948, 2.1 
in 1960, 1.7 in 1970, 1.3 in 1980 and 1.6 in 1988. In sum, 
if we confine our attention to the wealthiest regions of 
the world economy, sorne of the most fundamental 
claims of pro-capitalist ideologies seem to be borne out 
by the facts. Only once in 50 years has there been a major 
increase in income inequalities, and that increase - by 
spurring laggards to compete more effectively - has 
activated forces that over time have reduced the inequal
ities. Moreover, within this narrow band of self
correcting inequalities, there seems to have been 
considerable upward and downward mobility. The last 
can indeed become first and first last. 

2 MIRACLES AND MIRAGES 

Pro-capitalist doctrines further maintain that the small 
group of nations that sets the standards of wealth in the 
world economy is an open 'club' that any nation can join 
by proving its worth through appropriate developmen
tal efforts and policies. This belief has been buttressed 
by the existence of sorne conspicuous cases of upward 
mobility in the hierarchy of wealth of the world economy 
- cases that have in fact been so few as to deserve the
designation of 'economic miracles'. How many of these
miracles have there been? How 'real' have they been?
How do they compare with one another?

Table 2 provides us with an overview of the most 
important instances of actual or alleged 'economic 
miracles'. It shows - for the same years as Table 1 - the 
GNP per capita of the locations listed on the left-hand 
side of the table as a percentage of the GNP per capita 
of the organic core. In brackets, the table also shows the 
population of those same locations as a percentage of the 
total population of the organic core. 

The table is topped by the miracle of miracles: J apan. 
Our index provides a quite vivid image of the Japanese 
achievement. It shows both the extraordinary economic 
distance 'travelled' by Japan and the extraordinary 
speed with which that distance has been travelled. With 
a GNP per capita slightly over one-fifth (20.7 per cent) 
of the GNP per capita of the organic core, J apan in 
1938 was firmly situated in the middle-income ('semi
peripheral') group of states. In 1988, in contrast, the GNP 
per capita of J apan was almost 20 per cent higher than 
the average GNP per capita of the organic core. This 
ascent is all the more impressive in that, between 1938 
and 1948, Japan 's GNP per capita fell from 20. 7 per cent 
to 14.5 per cent of the GNP per capita of the organic core. 
Thus, in just 40 years Japan has caught up with and 
surpassed the standard of wealth of regions whose GNP 
per capita was almost seven times higher than its own. 

The next country on the list is South Korea - demo
graphically the largest of the so-called 'Four Tigers'. Toe 

other three 'Tigers' are not listed either because of a lack 
of comparable data (as in the case of Taiwan, for which 
none of our sources give any data) or because they are 
city-states (Hong Kong and Singapore) whose economic 
performance must be assessed in conjunction with that 
of the regional economies of which they are an insepa
rable component 

Table 2: Comparative Economic Miracles 

1938 1948 1960 1970 1980 1988 

l. EastAsia
1.1 Japan 20.7 14.5 23.2 52.1 76.3 117.9 

(20.3) (23.1) (22.8) (22.6)(23.5) (23.4) 
1.2 South Korea n.a. n.a. 7.7 7.2 12.7 20.2 

(6.0) (7.0) (7.7) (8.0) 

11. Southem Europe
11.1 Italy 32.0 22.8 37 .O 50.4 60.9 74.8 

(12.6) (13.2) (12.1) (11.6)(11.3) (11.0) 
11.2 Spain 41.6 18.4 18.6 28.9 48.0 43.4 

(4.8) (8.0) (7.4) (7.3) (7.5) (7.5) 

111. Latin America
111.1 Brazil 12.0 11.3 12.1 12.7 17.5 12.1 

(11.4) (14.1) (17.6) (20.7)(23.8) (27.6) 

Notes 

1. GNP per capita of state divided by the GNP per capita of
the organic core (see Table 1) times 100. In brackets,
population of state as a percentage of the total population
of the organic core.

2. Calculated from the same sources as Table 1.

South Korea is often said to be on its way to replicating 
the success of Japan. This might well be so, but the data 
in Table 2 suggest caution. South Korea, unlike Japan, 
began gaining ground relative to the standard of wealth 
of the organic core only in the 1970s and 1980s. 
Moreover, its ascent started from a much lower level of 
per capita income than Japan. As a result, South Korea's 
position relative to the organic core in 1988 was almost 
exactly whatJapan's position had been fifty years earlier 
in 1938. It follows that- however impressive it is from 
other points of view - South Korea's economic ascent 
still has a long way to go befare it can be said to have 
replicated Japan's rise. It is plausible to assume that if 
we had comparable data, a similar conclusion would 
apply to Taiwan as well. In any event, we should bear 
in mind that the South Korean economic miracle (and 
even more the Taiwanese one) has uplifted a much 
smaller demographic mass than the J apanese miracle. 

The second group of economic miracles listed in 
Table 2 concems the two largest countries of Southem 
Europe, Italy and Spain. In the 1980s, Italy was 
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sometimes referred to as the 'Japan of Europe', and 
Spain was often taken by East Europeans (particularly 
in Poland) as a model of what their countries could 
have achieved had they not been under communist rule. 
A comparison of the Italian and J apanese indicators 
does indeed reveal an important analogy between their 
trajectories: they both de.crease sharply between 1938 and 
1948, and then increase steadily up through the 1980s. 
Toe main difference - apart from the greater demo
graphic weight of Japan - is that the Italian trajectory is 

flatter than the Japanese: it starts at a higher level (32 as 
against 20.7) and ends at a lower level (74.8 as against 
117 .9). Italy thus never caught up with (let alone 
surpassed, as Japan did) the standard of wealth of the 
organic core. Yet, by 1988 Italy had become wealthier 
than the poorest region of the organic core (Australia and 
New Zealand) and its GNP per capita was only 25 per 
cent lower than that of the organic core as a whole. 

Toe Spanish trajectory is even 'flatter' than the Italian. 
It drops very markedly between 1938 and 1948, rises 
between 1960 and 1980, and decreases slightly in the 
1980s. As a result of these fluctuations, the GNP per 
capita of Spain as a percentage of the GNP per capita of 
the organic core was in 1988 roughly the same as in 1938 
(43.4 per cent as against 41.6 per cent). From this point 
of view, the Spanish miracle - such as it was -resembles 
not so much the J apanese miracle as a miracle that 
attracted a lot of attention in the late 1970s only to be 
perceived more as a mirage in the 1980s. I am referring 
to the Brazilian miracle which closes the list of Table 2. 

The most striking feature of the Brazilian trajectory 
as revealed by our indicator is its absolute and almost 
uninterrupted flatness. From 1938 to 1970 Brazil's GNP 
per capita remained stuck at about 12 per cent of the GNP 
per capita of the organic core. Between 1970 and 1980 
it went up to 17.5 per cent, but by 1988 it had gone back 
to its usual 12 per cent. lt was this temporary upward 
jump that in the late 1970s led many to announce that 
a new economic miracle was in the making and that 
Brazil was on its way to catch up with core standards of 
wealth. As it turned out, the upward jump was nothing 
but a blip on an otherwise absolutely flat trajectory. 
Yet we should not be too hasty in declaring the Brazilian 
miracle just a mirage. In comparison with miracles 
Japanese-style - even Italian- and Korean-style - the 
Brazilian and Spanish trajectories may seem to depict a 
minor failure rather than a major success story. But this 
assessment is based on a highly distorted view of what 
has been a normal achievement in the capitalist world
economy of the last 50 years. Before we pass a final 
judgement on the apparently unimpressive perfonnance 
of Brazil and Spain, let us therefore widen the horizon 
of our observations to encompass those regions that 
account for an ever-growing majority of world 
population. 

World income inequalities and thefuture o/ socialism 

3 THE WIDENING INCOME GAP BETWEEN 
RICH ANO POOR 

The overall picture that emerges from Table 3 
(compiled in the same way as Table 2) is one of a major 
widening of the already large income gap that 50 years 
ago separated the peoples of the South from the peoples 
of the organic core of the capitalist world economy. To 
be sure, the gap has widened very unevenly in space and 
time, as we shall see presently. Yet, the overall long-tenn 
tendency is unmistakable: the vast majority of world 
population has fallen increasingly behind the standards 
of wealth set by West 

Table 3: Comparative Economic Performance in the 
South 

l. Latin America

1.1 Excl. Brazil 

11. Middle East and
North Africa
11. 1. Turkey and
Egypt aggregate 

1938 1948 1960 1970 1980 1988 

19.5 14.4 16.7 15.5 19.8 10.6 
(31.1) (38.3) (45.7) (53.7) (63.8) (72.9) 
23.8 16.2 19.6 17.3 21.1 9.7 
(19.7) (24.2) (28.1) (33.0) (40.0) (45.3) 

o.a. o.a. 11.5 8.1 11.1 7.1 
(19.6) (22.5) (27.5) (32.0) 

14.9 13.0 12.8 7.7 8.1 5.6 

(9.8) (10.9) (12.9) (14.8) (17.5) (19.9) 

III. Subsaharan Africa
111. l. Western and o.a. o.a. 3.6 3.4 4.7 1.6 
Eastem (36.8) (42.3) (51. 7) (65.1) 
III. 2. Southem and 25.2 18.3 10.5 11.3 n.a. 6.1
Central (6.9) (7.6) (10.1) (11.4) (16.1) 

IV. South Asia 8.2 7.5 3.6 2.8 2.0 1.8 
(109.6) (123.3) (131.6) (149.1) (173.4)(200.3) 

V. South East Asia o.a.

V. l. Indonesia and 6.0
Philippines (24.1) 

Notes 

o.a. 6.6 3.8 5.7 3.7 
(38.4) (43.8) (52.0) (58.9) 

o.a. 6.4 2.8 4.6 2.3 
(29.5) (33.1) (39.2) (44.8) 

1. GNP per capita of region or aggregate divided by the GNP
per capita of the organic core times 1 OO. In brackets,
population of region (or aggregate)) as a percentage of
the population of the organic core.

2. Calculated from the same sources as Tables 1 & 2.
3. Aggregate I consists of Argentina. Bolivia, Brazil, Chile,

Colombia. Dominican Republic, Ecuador, El Salvador,
Jamaica, Mexico, Paraguay, Peru, Venezuela. Aggregate
11 consists of Algeria, Egypt, Libya, Sudan, Syria and
Turkey. Aggregate ID.1 consists of Benin, Burundi,
Cameroon, Chad, Ethiopia, Cote d'lvoire, Kenya,
Madascar, Malawi, Mali, Mauritania, Mozambique,
Niger, Nigeria, Rwanda, Senegal, Somalia. Tanzania,
Upper Volta. Aggregate IIl.2 consists of South Africa.
Zaire, Zambia. and Zimbabwe. Aggregate IV consists of
Bangladesh, India, Pakistan and Sri Lanka. Aggregate V
consists of Indonesia. Malaysia. Philippines, Thailand and
Singapore.
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This general worsening in economic standing has 
not affected all the regions and smaller aggregates listed 
in Table 3 equally. Limiting our consideration to the 
regions and aggregates for which we have both data for 
both 1938 and 1988, the worsening has been least for 
latin America (regardless of whether we include or 
exclude Brazil) and greatest for South Asia followed 
closely by Southern and Central Africa. More specifi
cally, between 1938 and 1988 the income gaps between 
the units listed in Table 3 and the organic core - as 
measured by the ratio of the GNP per capita of the 
organic core to the GNP per capita of each unit - have 
increased by a factor of 1.8 in the case of Latin America 
(of 2.4 if we exclude Brazil), by a factor of 2.6 in the case 
of South East Asia (as measured by the Indonesia and 
Philippines aggregate), by a factor of2.7 in the case of 
the Middle East and North Africa (as measured by the 
Turkey and Egypt aggregate), by a factor of 4.1 in the 
case of Southern and Central Africa, and by a factor of 
4.6 in the case of South Asia. 1 

This unevenness in the extent to which the relative 
economic position of poor regions has worsened over the 
last 50 years has led to a further widening rather than to 
a narrowing of income differentials among the poor 
regions themselves. Thus, the ratio of the highest to the 
lowest GNP per capita of the five units under consid
eration stoodat 4.2 in 1938,4.6 in 1960, 5.5 in 1970, 9.9 
in 1980 and 5.9 in 1988. (Y/e do not know what the ratio 
for 1948 was because no data are available for the South 
East Asian aggregate, which at the time presumably 
still had the lowest per capita income of all five units. 
However, it is plausible to assume that between 1938 and 
1948 the South East Asian index did not fall sufficiently 
[27 per cent or more] to increase the ration in question 
above its 1938 value.) 

In sum, over the last 50 years income inequalities 
among the poorer regions of the world economy have 
followed a pattern that in key respects is the exact 
opposite of the pattem followed by income inequalities 
among the wealthy regions (see section 1 above). 
Between 1938 and 1948, when income inequalities 
among the wealthy regions increased sharply, income 
inequalities among the poorer regions probably remained 
the same or decreased. Between 1948 and 1980, when 
income inequalities among the wealthy regions decreased 
steadily, income inequalities among the poorer regions 
increased steadily. And between 1980 and 1988, when 
income inequalities among the wealthy regions increased, 
income inequalities among the poorer regions decreased 
sharply. As a result of these opposite movements, the 
trend in income inequalities over the last 50 )reafS has 
been towards a decline among the wealthy regions but 
towards a rise among the poorer regions. 

The increasing income gap between rich and poor has 
developed extremely unevenly notjust in space but also 

in time. Most of the losses of the South relative to the 
West have been concentrate.d in the first and last decades 
of the 50-year period under consideration. Only one 
region (South Asia) has experienced a steady, uninter
rupted deterioration of its economic position relative to 
the organic core over the last 50 years. At one time or 
another all the other regions have experienced a reversa! 
of the tendency: Latin America in 1948--00 and again in 
197�80. Southem and Central Africa in 1960-70, and 
all the other regions (except South Asia) in 1970--80. But 
no region improved its position relative to the organic 
core between 1938-48 or between 1980--88. During 
these two periods all the regions listed in Table 3 lost 
ground relative to the standard of weálth set by the 
organic core and, on average, the losses were much 
heavier in these two periods than at any other time. 

The losses of the period 1938-48 are for the most part 
a reflection of the great leap forward of the North 
Américan economy during this decade (see section 1 
above). This great leap forward made ali the other 
regions of the world economy - including traditionally 
wealthy regions such as Western Europe - look and 
feel poorer in 1948 than they did in 1938. To be sure, 
the destruction and disruptions of the Second World W ar 
had made man y regions and countries poorer not just in 
relative but in absolute terms as well. But neither in 
absolute nor in relative terms did the regions of the 
South do any worse than core regions other than North 
America or than the sites of subsequent economic 
miracles. As a matter of fact, comparatively speaking, 
they did well. Thus, ali the indicators of Table 3 fell 
between 1938 and 1948 - the Latin American by 27 per 
cent (by 32 per cent if we exclude Brazil), the Southem 
and Central African by 26 per cent, the Middle Eastem 
and North African by 13 per cent and the South Asian 
by 8 per cent But these contradictions are either of the 
same order as, or significantly smaller than, the con
tractions in the indicators of Western Europe (32 per 
cent), Australia and New Zealand (37 per cent), Japan 
(30 per cent), Italy (29 per cent) and Spain (56 per cent) 
(calculated from Tables 1 and 2). 

By establishing a new and higher standard of wealth 
in the world economy, the great leap forward of the 
North American economy set the stage for the devel
opmental efforts of the subsequent 30 years. As a matter 
of fact, the new hegemonic power itself (the USA) 
proclaimed that under its leadership old and new nations 
alike could attain that standard, provided of course that 
they followed as best as they could the American way 
to economic prosperity. As later codified in W.W. 
Rostow's Non-Communist Manifesto, this doctrine 
conceived of nations as passing through an essentially 
similar series of stages of political and economic devel
opment - stages that led from tradition-bound poverty 
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to high mass-consumption prosperity. Most nations 
were still caught up in one or another of the early stages. 
But adherence to the principies of free enterprise assured 
that eventually each and every nation would reach the 
stage of high mass consumption (Rostow 1960). 

One variant or another of this doctrine provided the 
ideological cement that gave cohesion to the US world 
order until the doctrine was tacitly abandoned in the 
1980s. For about 30 years Third World nations were con
tinually spurred into sustained developmental efforts 
aimed at catching up with the standards of high mass con
sumption enjoyed by the peoples of North America 
and, increasingly, of the entire West, which carne to 
include Japan as honourary member. There were several 
partial and temporary successes, as witnessed by the 
numerous increases in the indicators of Table 3 noted 
above. But precisely at the moment when ali the 
indicators seemed to be headed upward - as they were 
around 1980 with the sole exception of the South Asian 
- they ali collapsed without exception in the course of
the next decade.

The collapse of the 1980s differs from the contraction 
of the 1940s, both quantitatively and qualitatively. 
Quantitatively it has been much sharper. Between 1980 
and 1988, the indicator for Latin America (including 
Brazil) fell by 46 per cent (54 per cent if we exclude 
Brazil). The indicator for the Middle East and North 
Africa fell by 27 per cent (31 per cent for the smaller 
Twkey and Egypt aggregate ), the indicator for W est and 
East Africa fell by 66 per cent, the indicator for South 
Asia fell by 10 per cent and for South East Asia by 35 
per cent (50 per cent for the smaller Indonesia and 
Philippines aggregate). Notwithstanding the fact that 
these contractions refer to an eight-year period instead 
of a ten-year period, they are ali higher - most of them 
much higher - than the corresponding contractions of the 
period 1938-48 listed earlier (see p. 197 above). 

But the main difference between the two contrac
tions is qualitative rather than quantitative. As we have 
seen, the earlier contraction was largely a reflection of 
the great leap forward of the North American economy 
and marked the beginning of sustained developmental 
efforts aimed at catching up with North American 
standards of high mass consumption. The contraction of 
the 1980s, in contrast, has been a reflection of the 
general collapse of these efforts and marks their aban
donment in the face of mounting challenges from above 
and from below. 

The main challenge from above has come from a 
tumabout in the policies and ideology of the world
hegemonic power. In about 1980 the USA abandoned 
the doctrine of development for ali in favour of the 
doctrine that poor countries should concentrate their 

World income inequalities and the future of socialism 

efforts on economising as much as they could as a 
meaos to the end of enhancing their capabilities to 
service debts and to preserve their creditworthiness. 
Solvency rather than development has become the 
password. At the same time, US govemmental agencies 
and enterprises stepped up their own indebtedness -
nationally and intemationally - and began competing 
aggressively with poorer states in world financial 
markets. 

This tumabout has probably been the most important 
single factor in the sudden collapse of Third World 
incomes in the early 1980s. But it has not been the only 
factor. Developmental efforts have been challenged as 
much from below as from above. Challenges from 
below were extremely diversified depending on local cir
cumstances. Widespread and persistent labour unrest, the 
proliferation of grassroots organisations of mutual aid, 
poor people's religious movements (such as the Shiite 
revival in Islam or liberation theology in Latin America) 
and human rights and democracy movements may seem 
to have little in common with one another. Yet over the 
last decade or so they have been variants of the resistance 
of Third World peoples against developmentalist 
ideologies and practices that imposed exorbitant social 
and human costs on subordinate groups and classes 
without delivering much or anything of what they 
pro mi sed. 

Caught between challenges from above and challenges 
from below, an increasing number of Third World gov
emments have been forced or induced to give up their 
developmental efforts and to settle - more or less 
grudgingly - for a subordinate position in the global 
hierarchy of wealth. Today, very few of those in office 
in the South - or for that matter in the North - still 
believe in the fairy tale of Rostow's Non-Communist 

M anifesto. Most of them know - even when they do not 
say so - that the nations of the world are not ali walking 
along the same road to high mass consumption. Rather, 
they are differentially situated in a rigid hierarchy of 
wealth in which the occasional uplifting of a nation or 
two leaves ali the others more firmly entrenched than 
ever where they were before. 

The legitimation of this harsh reality in the minds and 
hearts of the peoples condemned to dwell on the lower 

-· rungs of the global hierarchy of wealth - peoples who
make up the vast majority of the human race - is and will
remain problematic. For the moment, however, the 
legitimation of the unprecedented world income inequal
ities that have emerged in the 1980s has been eased by 
a general perception of the crisis of developmentalism 
as being symptomatic of a failure, not of historical 
capitalism as a world-system, but of its opponents - first 
and foremost of communism and, by reflection, of 
socialism. Let us briefly look at the nature and origins 
of this perception. 
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4 THE FAILURE OF COMMUNISM IN WORLD
IIlSTORICAL PERSPECTIVE 

Communism as a mode of rule has failed in many 
respects. By general admission, however, its greatest 
failure has been economic - the failure, that is, to create 
within its domains an abundance of means comparable 
to that existing in the West The scantiness of comparable 
data makes it difficult to assess accurately the historical 
dimensions of this failure. Nevertheless, our sources 
do provide sufficient comparable data to enable us to 
make sorne plausible guesstimates. 

These comparable data have been used to compute the 
indicators of Table 4, which have been calculated in the 
same way as the indicators of Tables 2 and 3. Scanty as 
they are, the indicators of Table 4 give us sorne idea of 
the historie proportions of what is commonly understood 
by the failure of communism. Far from catching up 
with the standards of wealth of the West, the East fell 
increasingly behind those standards. Between 1938 and 

1988 the income gap between the organic core and the 
three units for which we have comparable data at the 
appropriate points in time has increased by a factor of 
2.3 in the case of China, by a factor of 2.4 in the case 
of the aggregate Hungary and Poland, and by a factor of 
2.9 in the case of Yugoslavia. Since in all three instances 
the communist regimes were established around 1948, 
their performance should in fact be assessed from that 
year rather than from 1938. Unfortunately the only 
comparable data we have for 1948 concem Hungary and 
Poland. J udging from this single case the performance 
has been somewhat better in the forty years of communist 
rule than in the longer period - its relative economic 
position having worsened by a factor of 1.7 over 4 
decades instead of 2.4 over 5 decades. However, the per
formance is not so much better as to prevent us from 
concluding that communist regimes failed, not just to 
catch up with Western standards of wealth, but also to 
maintain their place in relation to those standards. 

Needless to say, the failure assumes catastrophic pro
portions if we compare the economic performance of the 
domains of communist rule with the most conspicuous 
cases of upward mobility within the capitalist world. 
Thus, in 1938 Japan's GNP per capita was about one
half that of Yugoslavia, about four-fifths that of Hungary 
and Poland, and about five times that of China. In 1988, 
in contrast, it was more than eight times that of 
Yugoslavia, more than ten times that of Hungary and 
Poland, and more than 65 times that of China. Moreover, 
in so far as we can judge from the Hungary and Poland 
indicator, in this comparison - or for that matter in an 
analogous comparison with Italy or Spain - the relative 
losses of the last 50 years have been concentrated in the 
40 years of communist rule (1948-88). Thus, between 
1938 and 1948 the GNP per capita of Hungary and 

Poland lost almost nothing relative to that of Japan or 
ltaly and actually gained relative to that of Spain. In the 
next 40 years, in contrast, it declined by a factor of 
13.4 relative to the Japanese GNP per capita, by a factor 
of 5.6 relative to the Italian and by a factor of 3.9 relative 
to the Spanish. 

Table 4: Comparative Economic Performance in the East 

l. USSR

1938 1948 1960 1970 1980 1988 

25.2 18.3 n.a. n.a. n.a. n.a. 
(48.9)(55.6) 

11. Eastern Europe
11.1. Hungary 26.7 18.4 n.a. n.a. n.a. 11.1
and Poland (12.7) (9.5) (9.3) 
11.2. Yugoslavia 41.1 n.a. 28.4 18.0 22.5 14.1 

III. China

Note 

(4.4) (4.4) (4.4) (4.5) (4.5) 

4.1 n.a. n.a. 

(129.4) 
n.a. 2.5 1.8

(196.9)(208.0)

Toe indicators are calculated in the same way and from the 
same sources as the indicators of Tables 2 and 3. 

The comparisons made so far lead to the inescapable 
conclusion that communist regimes failed utterly in 
fulfilling their expectations and promises to be in a 
position to outcompete the capitalist West in the creation 
of abundance. Since we have no reason for believing that 

the USSR and its other Eastern European satellites, for 
which comparable data are missing, did much better than 
Hungary and Poland or Yugoslavia, we can confidently 
extend this conclusion to the entire communist world. 
Granted this, it does not follow, as many think, that the 
East as a whole - as opposed to sorne of its components 
- would have done any better economically than it
actually did had it not been under communist rule.

E ven though man y of the peoples of Eastem Europe 
and the USSR felt that communist rule prevented them 

from matching at least the Spanish performance, this 
feeling has neither a factual nor a logical foundation. 
Factually, it disregards what the norm - as opposed to 
the exception - has been under capitalist rule. And 

logically, it is based on the false premise that the standard 
of wealth set by the West could have been generalised 
to a much larger proportion of world population than it 
has been. Let us <leal with the lack of factual foundations 
first As argued in the previous section, the few cases of 
upward mobility in the hierarchy of wealth of the 

capitalist world economy of the last half century are quite 
exceptional and well deserve the designation of economic 
miracles. The rule for low- and middle-income states and 
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regions has been neither to catch up with the standards 
of wealth set by the West (as Japan and ltaly did) nor 
even to keep their distance relative to those standards (as 
Brazil and Spain did). Rather, the rule has been (i) for 
the income gap between wealthy and poor regions to 
widen, and (ii) for wealthy regions and states to remain 
wealthy and for poor regions and states to remain poor 
with practically no turnover between the two. 

This rule has applied to the dornains of communist rule 
as much as it has to ali other domains. A comparison of 
the indicators of Tables 3 and 4 immediately reveals that 
the economic perfonnance of the domains of communist 
rule was neither better nor worse than that of the regions 
that back in 1938 or 1948 occupied a similar position in 
the global hierarchy of wealth. In so far as Eastern 
Europe is concerned, these regions were Latin America 
(including or excluding Brazil), Southern and Central 
Africa - a region which by a curious statistical accident 
had exactly the same GNP per capita as the USSR both 
in 1938 and 1948 - and, to a Iesser extent, the Middle 
East and North Africa as measured by the Turkey and 
Egypt aggregate. As for China the relevant compar
isons are with South Asia and with South East Asia as 
measured by the Indonesia and Philippines aggregate. 

In the first set of comparisons between 1938 and 
1988 Yugoslavia did worse than Latin America 
(regardless of whether we include or exclude Brazil), 
more or less the same as Turkey and Egypt and much 
better than Southern and Central Africa; and between 
1948 and 1988, Hungary and Poland did much better than 
both Southern and Central Africa and Turkey and Egypt, 
only slightly worse than Latin America including Brazil, 
and exactly the same as Latin America excluding Brazil. 
The Iong-term stability of the ratio of the GNP per 
capita of Hungary and Poland to that of Latin America 
excluding Brazil is particularly striking: it was 1.12 in 
1938, 1.14 in 1948, and 1.14 again in 1988. 

In so far as these indicators are any guide at all to the 
overall performance of Eastern Europe as a whole, we 
can conclude that the economic failure of communist 
regimes in this region has been a failure only relative to 
the promise and expectation that a centrally planned 
developmental effort and a major 'delinking' from the 
global circuits of capital could create within the domains 
of communist rule an abundance of means comparable 
to or even greater than that existing in the capitalist 
West But it is not a failure relative to what middle
income regions that did not resort to central planning and 
did not delink from the global circuits of capital, have 
achieved over the same period of time. Central planning 
orno central planning, delinking or no delinking, middle
income regions have tended to remain middle-income 
regions losing ground relative to high-income regions and 
gaining ground relative to low-income regions. 

Wo rld income inequalities and thefuture of so cialism 

This does not mean of course that one or more of the 
political jurisdictions in which Eastern Europe has been 
divided - and in which the USSR itself might have 
been divided had it been defeated in the Second World 
W ar - could not have been blessed by sorne kind of 
economic miracle of the Spanish or Brazilian variety 
(perhaps, even of the Japanese or Italian variety) had they 
not been under communist rule during the last 40 years. 
But in so far as the bulk of the population of the region 
is concerned, I cannot see any valid reason why the 
former domains of communist rule in Eastern Europe 
would have done any better, let us say, than Latin 
America if they had not been under communist rule. As 
a matter of fact, I can think of very good reasons why 
they probably would have not. Before we discuss what 
these reasons are, let us briefly compare the perfor
mance of China with that of South Asia and South East 
Asia. 

For what the data are worth, this comparison estab
lishes even stronger circumstantial evidence in support 
of the conclusion just reached on the basis of a 
comparison of the East European performance with that 
of other middle-income regions. According to our source 
for 1938, China was then by far the poorest region of 
Asia. Its per capita income was one-half that of South 
Asia and slightly over two-thirds that of South East 
Asia as gauged by the Indonesia and Philippines 
aggregate. We have no data for 1948. However, since 
the destructions and disruptions brought on by the 
Second World War and the subsequent civil war were 
much greater for China than they were for the other two 
regions - particularly South Asia - China's relative 
position on the eve of the establishment of communist 
rule in 1948 could not have been any better than it was 
in 1938. If this is indeed the case, the forty years of 
communist rule have witnessed a major gain relative to 
South Asia and a minor gain ( or a minor loss) relative 
to South East Asia. For in 1988 the Chinese GNP per 
capita was the same was that of South Asia (as against 
only one-half in 1938 and, presumably, in 1948) and 78 
per cent of that of Indonesia and Philippines (as against 
68 per cent in 1938). (Since from 1960 onwards 
Indonesia and Philippines has done worse than the larger 
South East Asían aggregate (see Table 4), it is quite 
possible that China's minor gain vis-a-vis South East 
Asia was in fact a minor loss.) 

But whether China gained or lost relative to South East 
Asia, the gain or the Ioss was minor - certainly not as 
big as China's gain vis-a-vis South Asia - so that our 
previous conclusion stands. The economic failure of 
communism is a failure only relative to the wholly unre
alistic expectations and promises of the communists 
themselves, who thought that they could uplift large 
demographic masses to match the standards of wealth 
of the West through a systematic delinking from the 
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global circuits of capital. However, by no stretch of the 
imagination can this failure be called a failure relative 
to what has been achieved by regimes that ruled over 
regions at levels of income comparable to those of the 
regions under communist rule, and that did not delink 
from the global circuits of capital. Closure or openness 
to the global circuits of capital seem to have made little 
difference in halting, let alone reversing, the trend 
towards an increasingly unequal global distribution of 
wealth. 

5 OLIGARCHIC WEAL TH AND THE 
REPRODUCTION OF INCOME INEQUALITIES 

The time has come to provide sorne plausible expla
nation of the seemingly 'iron law' of a global hierarchy 
of wealth that stays in place no matter what the peoples 
on the lower rungs of the hierarchy do or do not do -
regardless, that is, of whether they delink or do not 
delink from the global circuits of capital. It seems to me 
that a necessary step in the direction of such an expla
nation is to acknowledge that the standards of wealth 
enjoyed by the West correspond to what Roy Harrod 
once defined as 'oligarchic wealth' in opposition to 
'democratic wealth'. These opposite notions were 
defined by Harrod with reference to personal wealth -
broadly defined as long-tenn income - regardless of the 
nationality or residence of the persons concemed. Nev
ertheless, with few substantive modifications the same 
notions can be applied to the long-tenn incomes of indi
viduals as members of particular 'national households' 
(states) enmeshed in global networks of trade and 
competing with one another for control over the human 
and natural resources of the planet. 

In Harrod's conceptualisation, democratic and 
oligarchic wealth are separated by 'an unbridgeable 
gulf'. Democratic wealth is the kind of command over 
resources that, in principie, is available to everyone in 
direct relation to the intensity and efficiency of bis or her 
eff orts. Oligarchic wealth, in contrast, bears no relation 
to the intensity and efficiency of the efforts of its 
recipients, and is never available to ali no matter how 
intense and efficient their eff orts are. This is so, according 
to Harrod, for two main reasons. The first reason cor
responds to what we nonnally understand by exploita
tion. We cannot all command services and products 
that embody the time and effort of more than one person 
of average efficiency. If someone does, it meaos that 
somebody else is labouring for less than what he or she 
would command if ali efforts of equal intensity and 
efficiency were rewarded equally. In addition, and this 
is the second reason, sorne resources are scarce in an 
absolute or relative sense, or are subject to congestion 
or crowding through extensive use. Their use or 

enjoyment, therefore, presupposes the exclusion of 
others either through a pricing or a rationing system and 
leads to the fonnation of rents and quasi-rents (Harrod 
1958). 

The struggle to attain oligarchic wealth is thus 
inherently self-defeating. As understood by Hirsch- who 
rescued Harrod's notion of oligarchic wealth from 
oblivion - the idea that ali can attain it is an illusion. 

Acting alone, each individual seeks to make the best 
of bis or her position. But satisfaction of these 
individual preferences itself alters the situation that 
faces others seeking to satisfy similar wants. A round 
of transactions to act out personal wants of this kind 
therefore leaves each individual with a worse bargain 
than was reckoned with when the transaction was 
undertak.en, because the sum of such acts does not cor
respondingly improve the position of ali individuals 
taken together. There is an 'adding up' problem. 
Opportunities for economic advance, as they present 
themselves serially to one person after another, do not 
constitute equivalent opportunities for economic 
advance by ali. What each one of us can achieve, all 
cannot. (Hirsch 1976, pp. 4-5) 

States pursuing national wealth in a capitalist world 
economy face an 'adding up' problem similar to, and in 
many ways more serious than, the one faced by indi
viduals when they pursue personal wealth in a national 
economy. Opportunities for economic advance, as they 
present themselves serially to one state after another, do 
not constitute equivalent opportunities for economic 
advance by ali states. Economic development in this 
sense is an illusion. The wealth of the W est is analogous 
to Harrod' s oligarchic wealth. It cannot be generalised 
because it is based on relational processes of exploita
tion and relational processes of exclusion that presuppose 
the continually reproduced relative deprivation of the 
majority of the world population. 

Processes of exclusion are as important as processes 
of exploitation. As used here, the latter refer to the fact 
that the absolute or relative poverty of the states situated 
on the lower rungs of the hierarchy of wealth of the world 
economy continually induces the rulers and subjects of 
these states to participate in the world division of labour 
for marginal rewards that leave the bulk of the benefits 
in the hands of the rulers and subjects of the states 
positioned on the upper rungs. Processes of exclusion, 
in contrast, refer to the fact that the oligarchic wealth of 
the states on the upper rungs provides their rulers and 
subjects with the meaos necessary to exclude the rulers 
and subjects of the states on the lower rungs from the use 
and enjoyment of resources that are scarce or subject to 
congestion. 
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The two processes are distinct but complementary. 
Processes of exploitation provide wealthy states and 
their agents with the means to initiate and sustain 
processes of exclusion. And processes of exclusion 
generate the poverty necessary to induce the rulers and 
subjects of comparatively poor states continually to 
seek re-entry into the world division of labour on 
conditions favourable to wealthy states. These comple
mentary processes operate very unevenly in time and 
space. As a matter of fact, there are periods when they 
operate so ineffectively as to create the impression that 
many states are actually 'developing' - that is, that they 
are bridging the unbridgeable gulf that separates their 
poverty or modest wealth from the oligarchic wealth of 
the W est. These are periods of systemic crisis during 
which the attempts of the majority to attain oligarchic 
wealth - which by definition cannot be generalised -
threaten to make it vanish for the minority as well. 

Crises of this kind tend to come about whenever the 
productive expansion of capital in core locations begins 
to face decreasing returns. This is what happened in the 
Jate 1%0s and early 1970s. At that time a 'pay explosion' 
swept most of Western Europe and, to a lesser extent, 
North America and Japan. It was the first sign that the 
producti.ve expansion of capital in core locations was fast 
approaching the point of decreasing retums. The pay 
explosion was still in full swing when there occurred the 
first 'oil shock' of 1973, itself the most visible sign of 
a more general increase in the prices of primary products 
after twenty years of relative losses. Squeezed between 
rising wages and rising prices of imported raw materials, 
the profitability of productive expansion in core locations 
declined and capital sought valorisation in new 
directions. 

Two main directions were open to capitalist expansion. 
On the one hand, productive expansion could continue 
in more peripheral locations that had not been affected 
by rising labour costs or had benefited from the higher 
prices of primary products. 0n the other hand, productive 
expansion could cease and profits and other pecuniary 
surpluses could be invested in financia! speculation 
aimed at acquiring rent-bearing assets and claims to 
governmental revenues at bargain prices. For most of the 
1970s these two kinds of expansion sustained one 
another in generating a massive flow of capital and 
other rescmrces towards low- and middle-income states. 
In the 1980s, in contrast, the second kind of expansion 
eclipsed the first and led to a major swing of financia! 
and other resources back to core locations. 

The swing in both directions (towards more peripheral 
locations and away from them) was made more violent 
by the fact that in the 1970s most governments in the 
West- first and foremost the US govemment- continued 
to pursue productive expansion within their territorial 
domains without realising that such an expansion was 
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undermining profitability, and thereby killing the goose 
that laid the golden eggs. As profitability in core locations 
was driven further down by governmental policies, 
capital flew towards more peripheral locations and 
towards forms of investment - such as dollar-denomi
nated deposits in select West European banks - that 
were beyond the reach of govemments. 

This disjuncture between the requirements of core 
capital and the policies of core governments created 
the conditions for the general economic advance of the 
1970s- the only time in 50 years when all the low- and 
middle-income regions and jurisdictions for which we 
have data (with the sole exception of South Asia) seemed 
to be narrowing the income gaps that separated them 
from the organic core (see Tables 2, 3 and 4). It was at 
this time that low- and, above all, middle-income states 
were flooded with off ers by core capitalist institutions 
of practically unlimited credit lines for productive or 
unproductive investments as well as of joint ventores and 
other forms of assistance in setting up production 
facilities in competition with one another and with core 
locations. Not even communist states were discrimi
nated against. On the contrary, sorne of them were 
among the main beneficiaries of this sudden cornucopia 
and moved quickly to link up to the global circuits of 
capital by assuming financia! obligations among the 
heaviest in the world (Zloch-Christy 1987). 

The cornucopia - such as it was - was bound to be 
short-lived. For one thing, the sudden abundance of 
means enjoyed by low- and middle-income states led to 
a generalisation and intensification of competing devel
opmental efforts oriented towards one form or another 
of industrialisation. These efforts were inherently self
defeating. On the one hand, they tightened world 
scarcities of inputs that were crucial to their success. On 
the other hand, they created an overabundance of their 
most typical outputs, thereby depreciating their value on 
world markets. Sooner or later the moment of truth 
would come - the moment, that is, when only the most 
competitive of these efforts would reap the benefits of 
industrialisation, while all the other efforts would be 
stranded with benefits that fell far short of the costs -
including the costs of servicing the debts incurred in the 
process. At that point, the cornucopia turned into its 
opposite. Credit and other kinds of assistance were 
tightened and the losers were forced to alienate their most 
valuable assets or their future revenues or both as the only 
way in which they could prevent losing ali credit. 

Moreover, the abundance of means enjoyed by low
and middle-income states in the 1970s tended to 
eliminate the disjuncture between the enhanced specu
lative predispositions of core capital and the policies of 
core govemments. The more core capital trickled down 
to low- and middle-income states, the more core gov
ernments realised that their attempts to harness capital 
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to productive expansion within their domains, were not 
only ineffectual, but were leading to a generalisation of 
developmental efforts that threatened the stability of 
the hierarchy of wealth on which their power rested. At 
the same time, the more the valorisation of core capital 
carne to depend on the alienation of the revenues and 
assets of low- and middle-income states, the more core 
capital required the assistance of core governments in 
legitimating and enforcing the alienation. 

Between 1979 (second 'oil shock') and 1982 (Mexican 
default) the tide turned. The Reagan-Thatcher counter
revolution set in, and the general crisis of developmen
tal efforts (South and East) was precipitated. Core 
govemments began offering maximum freedom of action 
to capitalist institutions engaged in financial speculation, 
and further encouraged this tendency by alienating their 
own assets and future revenues at bargain prices. 0n top 
of it, core governments acting separately or in concert 
off ered to core capital ali the assistance that was in 
their power to give in legititriating and enforcing the 
alienation of low- and middle-income states to core 
capitalist institutions. 

Needless to say capital responded enthusiastically to 
this 'new deal' with which neither the South nor the East 
could possibly compete. Thus, while the party for the 
South and the East was over, the peoples of the West -
or at least their upper classes - carne to enjoy a belle
époque in many ways reminiscent of the 'beautiful 
times' of the European bourgeoisie eighty years earlier. 
The most striking similarity between the two belles
époques is the almost complete lack of realisation on the 
part of their beneficiaries that the sudden and unprece
dented prosperity that they had come to enjoy did not rest 
on a resolution of the crisis of accumulation that had 
preceded the beautiful times. On the contrary, the newly 
found prosperity rested on a shift of the crisis from one 
set of relations to another set of relations. lt was only a 
question of time befare the crisis would 'bounce back' 
in far more troublesome fonns on those who thought that 
they never had it so good. 

6 THE T ADPOLE PHILOSOPHY AND THE 
FUTURE OF SOCIALISM 

The be lle époque of the early twentieth century ended 
in a period of systemic chaos ( 1914-48) characterised 
by wars, revolutions and a deepening crisis of global 
processes of capital accumulation. It is quite possible that 
the belle époque of the late twentieth century is about 
to end in a period of systemic chaos in some .. respects 
analogous to (but in other respects quite different from) 
the period 1914-48. If that is the case, the collapse of 
communism in Eastern Ewope will be seen in retrospect 
as the end rather than the beginning of an era of 

prosperity and security for the West. The fact that the 
collapse of communism has been immediately followed 
by the Golf war and the first serious recession of the US 
economy since 1982 suggests that this might well be the 
case. 

There is no point in speculating on the form and the 
sequence of the events that will characterise the period 
of systemic chaos that lies in front of us. To a Jarge extent 
they are unpredictable and in any case they are irrelevant 
to the purposes of this paper. Nevertheless, the world
systemic tendencies that will shape the events for sorne 
time to come are neither unpredictable nor irrelevant to 
our present purposes. In this final section of this paper, 
I shall therefore outline briefly these tendencies and 
spell out their main implications for the future of 
sociali�m. 

In geopolitical terms, the main factor underlying the 
systemic chaos of 1914-48 was a deepening and 
widéning conflict internal to the West - with Japan 
already joining in as a honourary member -over the ter
ritorial division of the world among rising and declining 
powers (so-called imperialism). And its main outcome 
was the rise of anti-systemic forces that eventually led 
to the institution of the W est, East and South as distinct 
and relatively autonomous geopolitical entities. The 
main factor underlying the systemic chaos that lies 
ahead of us, in contrast, is a deepening and widening 
conflict internal to the disintegrating East and South over 
increasingly scarce world-economic resources. And its 
main outcome is likely to be the creation of structures 
of world government - initially promoted by the West 
- which will eventually more or less completely
supersede the already crumbling geopolitical tripartition
of the world into West, East and South. In short, what
was 'made' in the course of the previous period of
systemic chaos is likely to be 'unmade' in the course of
the next

This pattem has already been in evidence over the last 
ten years or so. Thus, the Iraqi-Kuwaiti feud, itself 
rooted in the previous and far more serious Iraqi-Iranian 
conflict, has induced the USA and its closest allies to 
boost back into life dormant structures of world 
government - most notably, the UN Security Council -
as the one and only way in which they could legiti
mately and successfully intervene to solve intra-South 
conflicts to their own satisfaction. Moreover, neither the 
escalation of conflicts within the South over the appro
priation and utilisation of oil rent, nor the use by the USA 
and its allies of the UN Security Council as an instrument 
of violent conflict-resolution, would have been possible 
without the prior partial disintegration of the East under 
the pressure of conflicts of its own. 

The social forces that underlie this pattem can be 
expected to grow stronger rather than weaker over the 
next decade or two. Por these forces are the expression, 
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on the one hand, of the irreversible changes that have 
occurred in the social structure of the world economy 
between 1950 and 1980 and, on the other hand, of the 
situation of absolute and relative deprivation engendered 
by those changes in the South and in the East in the 
1980s. As long as the processes of exploitation and 
exclusion that continually reproduce the oligarchic 
wealth of the West and the absolute and relative depri
vation of the South and of the East remain in place, 
conflicts in low- and middle-income regions will be 
endemic and will pose increasingly intractable problems 
of world-system regulation for the W est. Since for the 
time being the dominant disposition of the West is to use 
its power and plenty to preserve at all costs rather than 
reform (let alone revolutionise) the existing hierarchy of 
wealth, we can confidently predict that for sorne time to 
come each conflict resolution imposed or sponsored by 
the W est will be but a preamble to a further escalation 
of conflicts at sorne later point in time. 

The continua! though not continuous escalation of 
·conflicts in the South and in the East, in tum, can be
expected to generate contradictory tendencies within
the West itself. On the one hand, the govemments and
peoples of the West will be induced to develop ever
closer forms of mutual cooperation aimed at adminis
tering and protecting the global networks of trade and
accumulation on which their oligarchic wealth rests.
On the other hand, an increasing number and variety of
peoples in the West will find that in so far as they are
concemed the costs of protecting oligarchic wealth are
exceeding the benefits that they derive from it While the
first tendency can be expected to lead to a further
strengthening of existing structures of world govemment
and to the creation of new ones, the second tendency can
be expected to lead to major conflicts over the distrib
ution of the costs involved in the protection of oligarchic
wealth or even over the advisability of continuing to
pursue oligarchic wealth when its costs equal or exceed
its benefits for an increasing number of people in the
West

The combination of these two tendencies will present 
socialist forces in the West with a major dilemma. 
Throughout the twentieth century, wittingly or unwit
tingly, socialist forces have identified themselves ever 
more closely with one variant or another of develop
mentalism. As lmmanuel Wallerstein has pointed out, 
this identification constitutes a major departure from the 
ideals of human solidarity and equality that constitute 
the essence of the socialist creed. For developmental 
ideology is merely the global version ofR.H. Tawney's 
'Tadpole Philosophy' (Wallerstein 1979, p. 76). 

It is possible that intelligent tadpoles reconcile 
themselves to the inconveniences of their position, by 
reflecting that, though most of them will li ve and die 
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as tadpoles and nothing more, the more fortunate of 
the species will one day shed their tails, distend their 
mouths and stomachs, hop nimbly on to dry land, and 
croak addresses to their fonner friends on the virtues 
by means of which tadpoles of character and capacity 
can rise to be frogs. This conception of society may 
be described, perhaps, as the Tadpole Philosophy, 
since the consolation which it off ers for social evils 
consists in the statement that exceptional individuals 
can succeed in evading them ... And what a view of 
human life such an attitude implies! As though oppor
tunities for talents to rise could be equalized in a 
society where circumstances surrounding it from 
birth are themselves unequal! As though, if they 
could, it were natural and proper that the position of 
the mass of mankind should permanently be such 
that they can attain civilization only by escaping from 
it! As though the noblest use of exceptional powers 
were to scramble to shore, undeterred by the thought 
of drowning companions! (Tawney 1961, pp. 108-9) 

After quoting this passage, Wallerstein goes on to say 
that 

[for] those who do not wish to 'scramble to shore', the 
altemative is to seek to transform the system as a 
whole rather than profit from it. This I take to be the 
defining feature of a socialist movement. The 
touchstone of legitimacy of such a movement would 
be the extent to which the totality of its actions con
tributed, to the maximum degree possible, to the 
rapid transformation of the present world system, 
involving the eventual replacement of the capitalist 
world-economy by a socialist world government. 
(Wallerstein 1979, p. 101) 

Fifteen years ago - when the above was written -
W allerstein' s ad vice to work towards the creation of a 
socialist world govemment sounded fanciful or worse. 
While the very notion of a world govemment seemed 
wholly unrealistic, the notion of a socialist world 
govemment had been completely discredited by the 
practices of the various Socialist Intemationals, which 
had either failed in their purposes or had tumed into 
instruments of domination of the weak by the powerful. 
Moreover, in the 1970s most variants of developmen
talism (socialist variants included) seemed to be 
delivering at least sorne of their promises. To work 
towards the creation of a socialist world govemment thus 
appeared as neither feasible nor advisable. 

Toda y, the notion of a world govemment seems less 
fanciful than fifteen years ago. The Group of Seven 
has been meeting regularly and has come to look more 
and more like a committee for managing the common 
affairs of the world bourgeoisie. In the 1980s, the IMF 
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and the World Bank have acted increasingly like a 
world ministry of finance. Last but not least, the 1990s 
have been inaugurated by the refurbishing of the UN 
Security Council as a world ministry of pollee. In totally 
unplanned fashion, a structure of world government is 
being put in place bit by bit under the pressure of events 
by the great economic and political powers themselves. 

To be sure, the whole process of world government 
formation has been sponsored and controlled by con
servative forces preoccupied almost exclusively with the 
legitimation and enforcement of the extremely unequal 
global distribution of wealth that has emerged with the 
collapse of the developmental efforts of the South and 
of the East in the 1980s. As a matter of fact, it can hardly 
have been an accident that the process of world 
government formation sped up precisely when the 
developmental efforts collapsed. Most likely, the speed
up has been nothing but a pragmatic response to the 
political and ideological void left in the interstate system 
by the collapse of developmentalism. How, it might well 
be asked, can a process that has developed to legitimate 
and enforce world inequalities be turned into a means 
to the end of promoting greater world equality and 
solidarity? 

In an age of rampant greed and of collapse of the 
socialist projects of the past, the endeavour naturally 
looks hopeless. Yet, take another fifteen-year step 
forward into the future. As mentioned, the structural 
problems that lay at the roots of the process of world 
government formation can be expected to have become 
more rather than less serious. But while the process of 
world-government formation will be far more advanced 
than it is now, the costs of systemic chaos for the peoples 
of the West will also be much higher. Protection costs 
in particular - broadly understood to include not just 
investments in means of violence and armed forces but 
also bribes and other payments to clients and friendly 
forces in the disintegrating East and South as well as 
costly or irreparable damages to the human psyche - will 
have escalated to the point where the pursuit of oligarchic 
wealth will begin to appear for what it has always been: 
a highly destructive endeavour that shifts the costs of the 
prosperity and security of a minority (no more, and 
probably less, than one-sixth of the human race) onto the 

majority and onto the future generations of the minority 
itself. 

At that point, the addresses croaked by Western 
'frogs' to the 'tadpoles' of the former East and South will 
sound anachronistic to the 'frogs' themselves, or at 
least to a growing number of them. Western socialists 
will then face their own moment of truth. Either they will 
come up with an intellectual project and a political 
programme capable of transforming systemic chaos 
into a more equal and solidary world order or they will 
be bypassed or even swept away by the historical process. 
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THE DEBATE ON THE 

NEW OBJECTIVES OF 

DEMOCRATIC SOCIALISM 

Manuel Escudero 

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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