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The Mixed Economy,
Socialist Style

1

In the economic realm as elsewhere, socialist democracy represents
both an extension of capitalist democracy, and a transcendence of it.
State intervention in the economy is the best examp_le of what
this means. The fashion in recent years has been to denigrate state
intervention and to exalt the virtues of the market. Y_et one of. the
most notable features of the history of capitalism from its begmmngs
right up to the present day has been its reliance on the state and its

dence upon it. _

deIIJ"f)I; the stage is, by its very nature, inevitab.ly invo'lvtcd in .‘eco'-
nomic life’ by virtue of the budgetary and taxation pohc_1es which it
alone can promulgate and implement. .But state intervention goes fa;

beyond this. For it is the state, even in the. regimes most dt?dlcate
to ‘free enterprise’, which provides capitahsm. };ﬂth protection and
help, not only in political, legal, police and n‘ulltar.y terms, but also
in strictly economic terms as well, by way of §ub31dlcs, allowances,
tariffs, concessions, contracts, rescue of fa_llmg banks and other
enterprises, protection from foreign competition, and a host of other
measures designed to help capitalist enterprise. So too has. the state
had to intervene in economic life in order to protect society from
the depredations wrought by a capitalism Whic_h cannot afford to Il:e
unduly concerned with the individual and social costs genera.ted' by
the logic of the system. Governments have haq to save ca[_ntahsm
from itself, and to deploy on its behalf a consciousness which, left
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alone, it has been unable to develop in relation to what is required
for its preservation and strengthening. In short, the survival of
the system has always depended on government intervention in the
economy; and it is worth stressing how much, as a system of domi-
nation and exploitation, it has depended on the coercive power of
the state.

In recent years, strenuous attempts have been made by market
ideologists in government, spurred on by ideologists outside it, to
reduce intervention to a minimum by deregulation and privatization,
and to shrink the public sector in favour of the private one. But
even they have been unable to do more than make a dent in the
responsibilities which the deficiencies of “free enterprise’ impose upon
governments. Again and again, conservative governments have been
compelled, against their own dogmatic convictions, to attenuate and
correct the failings of unregulated capitalism. They have done so
reluctantly and unwillingly; and they, or rather their populations,
have paid a heavy price for that reluctance and unwillingness, by
way of economic decline, social neglect and individual suffering,
Britain and the United States in the eighties are prime examples of
the nefarious effects of the market dogmatism which guided the
Reagan and Thatcher governments.

For its part, a socialist government would have a powerful inter-
ventionist vocation, and would consider intervention in economic
life as a major responsibility. However, its interventionism would
have purposes fundamentally different from those of anti-socialist
governments and would take very different forms. For unlike such
governments, a socialist government would be seeking not only to
improve the performance of the €conomy or to attenuate its most
manifest inadequacies, but to transform it altogether. In no way is
this to suggest that state intervention would always and necessarily
be of the right kind and achieve beneficial purposes. But the errors
committed by a socialist government subject to democratic constraints
would at least be due to a mistaken application of socially. defensible
purposes, rather than to the socially deleterious purposes so often
pursued by conservative governments.

2

The most far-reaching form of interventionism is clearly the transfer
of enterprises from the private to the public domain. Conservative
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and liberal governments, and authoritarian governments of the Right,
have often in the past resorted to measures of public ownership,
notably but not only in basic utilities; and there have been many
instances in the twentieth century when mild social democratic gov-
ernments have also embarked on programmes of public ownership.
Indeed, there was a time when the extension of public ownership, to
the point where it would encompass most of economic activity, was,
at least in theory, part of a programmatic consensus on the Left.!
For it was agreed that great economic power should not be wielded
by private capitalists, that governments needed to control the levers
of economic power, that private profit was not an acceptable cri-
terion for economic activity, that economic democracy in the firm
could only be achieved under public ownership — in short, that
social ownership was an intrinsic part of the definition of socialism.

The debate in the ranks of social democracy therefore then cen-
tred not on whether the extension of public ownership was desir-
able, but on how much of it should be undertaken and what forms
it should assume. Nor, in the case of the Labour Party in Britain,
was there any vocal opposition until the late fifties to Clause Four
of its constitution, with its commitment to the eventual public
ownership of the means of production, distribution and exchange.
That clause, drafted by Sidney Webb in 1918 and incorporated in
the revised constitution of the Labour Party, was intended to pacify
rank-and-file activists at a time of great radicalism at the grass roots,
and it never seriously affected actual policy. But there were few
people until the late fifties who were willing to say that the
commitment to public ownership was obsolete and altogether

' In the 1930s, quite moderate social demacrats in Britain, such as E\‘ral:-.
Durbin and Hugh Gaitskell, advocated (at least for a time) the nationalizatior.
not only of the Bank of England but of the joint stock banks as well; and more
radical Fabians called then for the nationalization of insurance and building
societies as well. See Elizabeth Durbin, New Jerusalems: the Labour Party and
the economics of democratic socialism (Routledge and Kegan Paul, London,
1985), p. 168. For its part, the Socialist League, foundec_i in 1932 as a pressure
group for socialism in the Labour Party, and originally including a wide diver-
sity of people, ranging from Clement Attlee to Aneurin Bevan and from R. H.
Tawney tc Harold Laski, had in its programme a demand for the immediate
nationalization of the banks, land, the mines, power, transport, iron and steel,
cotton, and the control of foreign trade.

¥ In New Fabian Essays, first published in 1952, Roy Jenkins, then as later on
the right wing of the party, was pleading for ‘a substantial extension of public
ownership’: ‘Equality’, in New Fabian Essays, ed. R. H. S. Crossman (J. M.
Dent, London, 1970 edition), p. 83.
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irrelevant to the achievement of socialist purposes. Even in the
seventies, there were social democratic parties, for instance in Sweden
with the Meidner Plan,’ and much more emphatically in France with
the Common Programme of the Socialist and Communist Parties,
which gave to the extension of public ownership a prominent place
in their plans; and the French socialist government elected in 1981
did carry through a substantial programme of nationalization,

Since then, with the aggressive propagation of neo-liberal ideology
in the eighties, and the Left in retreat before it, public ownership
has all but disappeared from the social democratic agenda. It is
now resolutely shunned, save for a very cautious and reluctant
acknowledgement that there might be occasions when one or other
measure of public ownership would be necessary. Nor even is there
any great willingness to consider seriously the return to public
ownership of the utilities, services and other enterprises which have
been privatized by conservative governments. Public ownership is
declared to be more than ever irrelevant to socialist purposes, and
also electorally damaging; and there is also the argument that owner-
ship has in any case undergone rapid changes, with a variety of
institutions, like insurance companies and pension funds owning a
growing proportion of shares, thus making obsolete many of the
carlier arguments in favour of public ownership. Moreover, even
though the percentage of shares in private ownership has greatly
declined, a far greater number of people now own these shares than
was the case in the past: ‘people’s capitalism’, which was much
touted in the United States a great many years ago, is now claimed
to have arrived everywhere else in the advanced capitalist world,
and to have been greatly enhanced by privatization.

This ignores the fact that by far the largest part of individual
share ownership is highly concentrated.* But in any case; the

* The Meidner Plan envisaged the gradual transfer of shares from private firms

into a ‘wage-earner fund’, which was intended to ensure, in the long term, a
fundamental shift in the distribution of control in the Swedish economy. The
plan, for all practical purposes, was stillborn.

* “There are many more sharcholders [in Britain] than there were before pri-
vatization. In 1981, only 7 per cent of Britons held shares, says the Treasury,
By 1992, 22 per cent did. But the newcomers’ stakes are tiny. Even before the
sale of the last slab of BT’s equity in July {1993], 54 per cent of its shares were
held in blocks of less than 400 ... More than half of those who snapped up
privatization issues own shares in no more than one company.’ The Economist
{6~12 November 1983). The same source notes that individual owners still
account for half the value of the New York exchange and a third of Paris’s,
whereas in Britain they hold just 20 per cent by value of British shares.
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argument also fails to take into account the fact that, however own-
ership is distributed, the control of enterprises remains vc_ste'd in a
small group of people, whose primary concern is, and is J:ndeed
required to be, the interests of shareholders. Nor is the point _af—
fected by the fact that the same people are in control of vast pension
funds. Privatization further reduces the capacity of governments to
‘interfere’ with business activity. The regulation of what have become
private monopolies is- generally weak and limited, intentian_;ll_ly 50.
A significant recent example of the abdication of respon31b1ht_y'by
government which privatization involves is provided by the decision
of Michael Heseltine, the Secretary of State for Trade and Industry,
in October 1992, to close 31 pits and thus throw 30,000 miners our
of work at a time of mass unemployment. The uproar this produced
cansed the government temporarily to reprieve a few of the '_chreat-
ened pits, but the point which Heseltine made again and again was
that, in a ‘free society’, he could not compel the (recently privatized)
electricity industry to enter into contracts with the coal industry
which were ‘uneconomic’. In fact, the point Heseltine was unwit-
tingly underlining was that a democratic government which did not
have ultimate control over the major decisions of enterprises must
find it very difficult to impose upon them policies congruent w‘ith
social purposes which their controllers do not share and to which
they are opposed.

The point applies with great force to the banking system agd
financial institutions. No society can be deemed to be democratic in
which crucial financial decisions are taken by small groups of peo-
ple, with no democratic credentials whatever, whose first concern is
the profitability of the institutions which they command, a_nd who
enjoy a remarkable degree of freedom from government ‘interfer-
ence’.’ Banking and finance are too serious a business to be left to
the mercies of bankers and financiers: no socialist government could
tolerate a situation where its purposes, legitimated by the democratic
process, would be stymied by such people. They are not, anfi cannot
be, the custodians of the common good; and the mistakes in policy

* It was this freedom which made it possible for United Kingdom firms to
engage in direct foreign investment in the eighties to an amount representing
65.6 per cent of net direct business investment. The next largest such investment
was made by German firms, with 16.1 per cent: A. Glyn and B. Sutcliffe,
‘Global but leaderless? The new capitalist order’, in The Socialist Register 1992,
eds R. Miliband and L. Panitch (Merlin Press, London, 1992, and Monthly
Review Press, New York, 1992), p. 85.
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they are driven to make in their search for greater profits (as in their
accumulation of bad debts), not to speak of the endless scandals and
misdemeanours which attend the management of banking and finance,
constantly reinforce the point, or shouid do so.

The propagation of the view that public enterprise is inherently
beset by crippling vices has traditionally been one of the main ideo-
logical and political endeavours of anti-socialist ideologues, politicians
and commentators, united on this as on nothing else; and their
endeavours have been greatly helped by the experience of Communist
regimes, where public enterprise, imprisoned in an authoritarian
system and in a comprehensive command economy, did have many
of the negative features attributed to public enterprise as such. Closer
to home, the experience of public ownership under social democratic
auspices did not help either. For it was®not intended by social
democratic leaders in government that public enterprise should be
more than an adjunct to capitalist enterprise, with as lirtle departure
as possible from business lines in the direction of socialization under
democratic control.’ Proposals by the Labour Party for getting the
private sector to help finance infrastructure investment are well in
line with this approach.

The ideological shift which has occurred on the Left in regard to
the socialization of the economy, even as a long-term prospect, is
very remarkable; and that shift, it should be noted, occurred well
before the growth of multinational companies was taken to mean
that nationalization was no longer feasible, What was proposed
instead was the greater regulation of business. This, however, fails
to take account of the fact that regulation, in areas where business
is strongly opposed to it, is fraught with great difficulties, which can
only be overcome by a large bureaucratic apparatus and draconian
penalties for failure to comply. Regulation of private business, in a
democratic context, has a limited and uncertain reach. Public owner-
ship avoids most of the problems which regulation encounters: the
latter is no substitute for the former.

The virtaal rejection of nationalization by most social democratic

¢ For an instructive account of the various and stultifying constraints to which

nationalized enterprises in Britain were subjected from 1945 onwards, see
R. Saville, ‘Nationalization’, in The Labour Government 1945—5 1, ed. ]. Fyrth
{Lawrence and Wishart, London, 1993). It is also relevant, as Saville notes, that
the boards of nationalized utilities and industries were mainly composed of
businessmen and military men who had no interest in the larger hopes which
socialists (but not Labour ministers) invested in nationalization.
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parties has in effect meant the abandonment of any attempt to b;mg
about a fundamental transformation of the economy and therefore
of the social order itself. What makes the shift all the more remaFk—
able is that there was nothing in the nature of cagltallsm which
warranted it. For, as will be argued below, the negative features cif
that experience were not inberent in public ownership, but the re}slu t
of a conrext deeply hostile to its serving any purposes other than
those dictated by the logic of capitalism.”

A major criticism raised against Rublic el:ltcrprise is thaf.t it fa;all(lly
discourages entrepreneurship and. innovation, and there 01'6(:1 1113 lf_s
for stagnation, obsolescence and inefficiency. Thus, Brus an asil d,
writing from within the left spectrum, ask whether entrepreneurs 1lp
is ‘at all imaginable for economic actors who are not li)nncxpa s
operating on their own risk a.md_respgnmblhty, but fony agent?
employed by a pubslic body which itself is rather unfit for entrepre
i haviour’. . )
ne'lﬁi:ieb:re ‘;1 number of possible answers to the question. One of
them is that the authors seem unduly 1‘nﬂuenced !Jy Communist
experience, They themselves note the negative economic .consec(liuebmlzz-s_
of a polirical system which paralysed individual initiative and bo
ness at all levels of the productive process, most of all for managers
for whom a minimal condition of survival was acceptance of directives
on high.’
froPmublic cngtl;rprise in a socialist democracy would not bc_ ?I]l?, on
any such basis. Also, a different answer to tht? question whic rl:ts:
and Laski pose is that most economic actors in capltgllncst t;:orporat
enterprise are not ‘principals’ operating at their oW ris ,f ut agenks
of the corporation who own at most a snllalll fra_cnon of its stoc ;
and shares. These people may run some risk in the exercise o

i i i f nationalization in Brit-
7 As Rokin Murray notes in relation to 'Fhe pattern o
ain ?thcolvlorrisoniany corporation is designed .. .10 strengthen mte}\lnagemlfrg,
anci weaken workers, users and politicians’: ‘Owr(;grshlp, control and the market’,

jew, 164 (July—Aug. 1987), p. 103. o

*N%Lgituf zvxiflwl’(. Lasgi, )I;romgMarx 10 Market: socialism in search of an
econ(;mic system (Oxford University Press, Oxford, 1989), p. 59.
9 Ibid., p. 47.
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entrepreneurship, namely that of being dismissed or demoted for
inadequate performance, though this risk, at the uppermost levels of
corporate managerialism, is small. In any case, the same risk applies,
or could well be made to apply, to the managers of public enter-
prises. Indeed, it could well be made to apply a lot more strongly in
public enterprises than is the case in the private sector, where top
managers form part of a protected environment and easily move
from one top job to another. It is only gross fraudulence which is
seriously punished.

Another answer to the question of whether public ownership can
foster efficient and innovative economies is provided, paradoxically
enough, by the experience of countries which are extolled as shining
examples of unfettered capitalism, namely those of the Asian Pacific
Rim. As Jeffrey Henderson and Richard Appelbaum, among other
writers on the subject, have noted, ‘state policy and influence should
now be accepted as the single most important determinant of the
East Asian economic miracle.”™® State intervention in these countries
took many forms, which varied in scope and character; but they
included, notably in South Korea and Taiwan, a large and powerful
state sector,” In addition, there were the creation of new private
industries by way of subsidies and direction, protection from foreign
imports, the setting up of government-sponsored research facilities,
the expansion of education. In South Korea, the state also initiated
a major land reform which ‘destroyed the land-owning class and
created a large population of small farmers that, with state support,
dramatically improved agricultural productivity’,12

*® R.P. Appelbaum and J- Henderson (eds), States and Development in the Asian
Pacific Rim (Sage, Newbury Park, Calif., London and New Delhi, 1992), p. 23.
' In Taiwan, ‘in 1952, as much as 57 per cent of total industrial production
...and 56.7 per cent of manufacturing output were accounted for by public
corporations.” ‘By the early 1980s, the share of the public sector had heen
reduced to less than 20 per cent, but the government remains dominant in such
fields as heavy machinery, steel, aluminium, shipbuilding, petroleum, synthetics,
fertilizers, engineering, and, recently, semi-conductors’, A. H. Amsden, ‘The
state and Taiwan’s economic development’, in Bringing the State Back In, eds
P. B. Evans, D. Rueschmeyer and T. Skocpol (Cambridge University Press,
Cambridge, 1985), p. 91. Also, ‘almost every bank in Taiwan s ... wholly or
partially owned by the state {foreign banks were not allowed to establish
operations until 1969). The lending activities of all financial institutions have
been under strict state supervision’ (ibid., p. 91).

2 M. Castells, ‘Four Asian tigers with a dragon head: a comparative analysis
of the state, economy and society in the Asian Pacific Rim’, in Appelbaum and
Henderson, States and Development in the Asian Pacific Rim, p. 42,
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The most remarkable example of successful state intel;vgn?on in
a capitalist economy is Japan, whose ‘ec‘onor_mc miracle’ is a:igegg
due to it. As Chalmers Johnson notes, ]apfm is the best' exam% eo
a state-guided market system currently. ayaﬂablc, the guu.:lancleTexﬁi
provided by the bureaucrats of the Mmlstry ojf Il'ltcrnat.lonal ra X
and Industry (MITI), who have a direct and intimate invo v,eglejil
in the fortunes of what are taken to be “strategic 1ndustmlas .f hs
Chalmers Johnson also notes, Japan provnfics a good cxampde o lt ef
interaction of two sub-systems, one public and geared to Fvi ‘Oﬂ-
mental goals, the other private and geared to profit maximizat 1(;0:.
and this has involved the penetration of government at t{mv:: A
economic as well as macro-economic level, and th('E w1e1d1_ng o H'm;‘
influence over whole economic sectors, whole industries or indi-
i rprises.'*
Vl(};lzivizz,pthese countries are hardly to be taken as exemplz:irs of
socialist democracy. State intervention in Japan oc‘cur‘red, un eli Z
regime which Chalmers Johnson calls ‘soft aluthontanan‘tl:"im(i mar e; ,
by the uninterrupted rule of one party and a remarka le egrf:; of
freedom and power for the bureaucracy. {Klso,econormc growK
the ‘four tigers’ — South Korea, Taiwan, 'Smgapore.and Hﬁni ong
- occurred under the auspices of authontanagn regimes whic we:rcf:t
not ‘soft’ at all; and this of course mad.e effective intervention a gr;:.at
deal easier. This raises a crucial question: how far W(_Juld a socia LS
government, operating in a context whfere cl'emocraqc forxbns .III::S St:
opposition possible, be able to enforce_lts v?qll on prwatef l1151 a;
The chances are that it would be notl?mg like as success uhias_w :
the case in authoritarian regimes. This is why public owiler_s p 1fst21112
inescapable condition for the efft.:ctwe.ccl)ntrol and regul atlopteodeal
more important parts of economic activity. Ever.1 s0, it 11:1 q;:im o
from the experience of the countries qf the Asian Pacific Ram that
the notion, so assiduously peddled l?y 1deo!ogues of tbe fI;ilg t, e
state intervention and public enterprise are inherently ine: ::ilent a
destructive of entrepreneurial initiative is not well fo.unde .f e
The same conclusion must be drawn frorg the expenenl(‘:elo pu 5
ownership in capitalist democratic countries. For. public t)}; OWI::P
firms in these countries have shown again gnd again tha'tt e}; w S.
perfectly capable of doing at least as well, in strict efficiency terms,

Y C. Johnson, MITI and the Japanese Miracle (Stanford University Press,
Stanford, Calif., 1982).
¥ Ibid.
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as firms in the private sector. The evidence strongly supports the
quite modest claim of Bob Rowthorn and Ha-Joon Chang that ‘as
far as large-scale enterprises are concerned, there is no activity which
the public sector cannot in theory perform as efficiently as the pri-
vate sector.” Similarly, the authors of a study of public enterprise
in- Western Europe conclude 2 chapter on the performance of the
public sector with the observation that ‘the wave of nationalisation
in France after 1981, and the present day trend towards privatisation
in a number of European couritries, may owe as much, if not more,
to political considerations as to economijc rationality.”

The drive to privatization should be seen for what it is — a poljs-
ical enterprise based upon the wish to widen the scope of the private
sector, to weaken government’s capacity to direct economic life
according to criteria determined by democratic deliberation and
decision, to foster ‘popular capitalism’ and thereby strengthen con-
servative propensities among new shareholders, to make more difficalt
the extension of the public sector by a government of the Left, and
to raise revenue from the sale of what Harold Macmillan {by then
Lord Stockton) called the “family silver’. Privatization is an up-to-
date and extreme application of the demand that business should be
left free from government ‘interference’ - except of course where
government help to business is required, at which point interference
turns into sound economic policy. .

What the private sector can achieve can be done at least as well by
the public one, given a favourable context; and public enterprise also
makes possible, even though it does not make certain, the avoidance
of the failings which the micro-rationality of private enterprise imposes
upon it, ‘There is another aspect to this: public enterprise makes
possible a democratization of economic activity far beyond anything
that capitalism can achieve. More will be said about this presently.

R. Rowthorn and Ha-Joon Chang, “The political economy of privatization’,
in The International Theory and Practice of Privatization, eds T. Clarke and C.
Pitelis (Routledge, London and New York, 1993), p. 59. For a positive assess-
ment of the French experience of public ownership, see P. Dreyfus, ‘The efficiency
of public enterprise: lessons of the French experience’, in Public and Private
Enterprise in a Mixed Economy, ed. W. J. Baumol (Macmillan, London and
Basingstoke, 1980). For a Degative assessment of a number of public enterprises
in Britain in the seventies, see R. Pryke, ‘Public enterprise in practice: the British
fxperience of nationalization during the past decade’, in the same volume.

H. Parris; P. Pesticau and P. Saynor, Public Enterprise in Western Furope
{Croom Helm, Beckenham, 1987), p. 150.
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4

What then of the problem which the internationalization of capital
would pose to a socialist government determined to extend public
ownership?

Much here depends on what firms, industries, utilities or services
are in question, There is a great difference to be made between firms
which ars owned by foreign multinational companies, and the rest.
Thus, Robin Murray notes that ‘today, the nationalization of Ford
UK would give public control over factory buildings, an assembly
line which would be starved of key inputs from Ford Europe, and
components which would be largely useless outside Ford Europe’s
production and marketing operations.’'’

‘“The answer’, he suggests, ‘may be to support the expansion of a
British-based firm or — where indigenous production no longer exists
— to adopt a strategy for rebuilding it.”*® This would certainly be on
the government’s agenda; but it may well be that, meanwhile, a
socialist government would not make the public ownership of
foreign-owned subsidiaries one of its priorities.

A lot, however, turns on how large a part of a country’s economic
resources is owned by foreign firms. Murray also suggests that ‘an
important part of British industry’ is made up of foreign-owned
branch plants.” In fact, the great majority of British corporations,
not to speak of smaller units, remain wholly or largely British owned;
and the same predominantly national ownership is true for other
advanced capitalist countries, even though foreign companies, nota-
bly American and Japanese, have made inroads in their industrial,
commercial and financial sectors.?® One of the main features of de-
pendency in countries of the ‘third world’ is that foreign companies
do actually dominate these sectors, which does make outright na-
tionalization an exceedingly difficult enterprise in economic terms,

and also in political ones. The best that can be hoped for in suck
circumstances is for a socialist government to negotiate new terms

17 Murray, ‘Ownership, control and the market’, p. 91,
¥ Ibid.

¥ Ibid.
¥ Thus, Glyn and Sutcliffe note that typically in advanced capitalist countries,

5-10 per cent of capital stock is owned overseas, and that this ‘presents z
picture of important but hardly overwhelming internationalization of production’:

‘Global but leaderless?’, p. 84.
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on \'ﬁvﬁuch the activities of foreign firms are conducted, includin
pa{;:ﬁ and gJ:'adually extended state ownership, ’ )
i ere fo?:lgn ow?lelrshlp is confined to a part interest in a given
ldpnse, the remaining ownership in the hands of local owners
:}(l)u l?ehtrfnsferred to the public sector, thus creating joint owner
Ip with foreign owners, wi i —
gre » with the public controllers clearly pre-
ald()n ﬂ:;[ls view, the internationalization of capital does not, for
a \;;nce _caP1ta1.llst countries, present any major technical obs,tacle
o e si)lcnahzaUOn of an important part of economic life, though it
ma Sye \::_ present othefr ﬁroblems. Foreign firms might well decide to
€ operations of their local subsidiarie
S, not because th,

- : 1 ) ey were
th(lﬁz ttlﬁrreat off public ownershq?, but because they did not like the
ust of government policy and feared its consequences. It

toﬁ:cide_whether to prevent them from doing so
_Lhe point also needs to.be made that though socialization Is tech-

the long view and see socializati
7 and ization as a process extending ov,
years, on the basis of well-laid and flexible plans. e
Among other problems it would need to cope with, the govern-

ea(riré(lers. On the other ha.nd, immediate compensation in full would
saddle the government with crippling burdens at a time when mone

was badly. needed elsewhere. The solution would probably lie Y
compensation by way of the issue of government bonds, red;mabllz
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over an sxtended period of time; and a considerable def?reedofl dif-
ferentiation would also have to be 'made bemlzeen sn"lla blan aragﬁ
investors, with facilities for more rapid redemption available to sm
lm:[f)t\?vg.;er carefully the government sought to procee:d., its me;.su.fes
would be certain to produce strong internal opposition, and a I;stc;
opposition of an even more formidable chal:'acter frpm %(.)VCI:HII:;? N
committed to neo-liberal policies, and from internationa mstlctlu c}al :
like the IMF, the World Bank, the Eur9pean Com;ng%smn and othe
international institutions, for all of which economic 1;1tcrvent10msn;
and socialization constitute mortal sins. How a soc1ahst_ go;ernmer;
would deal with this opposition is discussed at length in chapter 6.

5

A socialized economy would consist of .three digtinct scctc;rs. Fljlsif,
there would be a predominant and varied gubhc sector.. econt ZI,
there would exist a substantial and exl?andlng coogeratwe se: ir(:l.
Thirdly, there would endure a sizeable pf:wately owne sectox;, E: lay
made up of small and m:{:dium ﬁrms, “(rilth a: nlirtrilgsortant part to play
i rovision of goods, services and am .

N '{'}ll; I[J):ﬁ)lic sectorgin a socialist context would assume adm;mlt)ﬁ;
of different forms, with economic units owneld. and mana.gf1 Y'ous
central state, regional and municipa‘l authorities, and \;uth .varltiv—
forms of democratic control, dependmg on the nature o their .eu::rmS
ities. They would be subject to competition from al}:ernatl;_; s:zcmr
of provision of goods and services, either from other public

or from private ones. .
ﬁnl?ljblic scctorpenterpriSes would enjoy a high degree of autonolrlnn};
in the running of their own affai}'s. Th1s. cannot, however, amlo ne
to complete autonomy — a situa:nop wh:c'h c!oes not everA z[:)[::izlist
capitalist firms in non—interventhmst cap{tz_;.hst regimes. cialist
government would want to retain a d¢c1s1ve say in a Ililm o
realms to ensure compliance with its mac:ro-economl:f policies and
objectives, and with its concerns about health and s etl)cri, E;I;I; :n
ment and the rights of workers. Tht‘: government ‘wou re o
ultimate power, sparingly :pptﬁed,. to Ttg;v:g;cznmggz:idothose "
ricing, location and other issue
Ezn;]}ril%vg;l with publicly owned firms, there would be a tug of
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war between them and the government, based on differences that are
likely to arise between the interests of the firm, as perceived by

managers and employees, and the government’s policies. André Gorz
notes that

there exists, up till now, no other science of management except the

capitalist one. The question is solely to what extent the criteria of eco-
nomic rationality should be subordinated to other types of rationality
within and between companies . . . Socialism must be conceived as the
binding of capitalist rationality within a democratically planned frame-
work, which should serve the achievement of democratically determined

goals, and also, of course, be reflected in the limitation of €conomic
tationality within companies,?!

The point is obviously germane to public enterprises but is clearly
a source of potential conflict,

Also, the controllers and managers of public enterprises would be
subject to scrutiny from various sources — trade unions and workers’
councils, committees of the legislature, consumer councils, the press.
These are qualifications to the notion of autonomy which a demo-
cratic order clearly requires. ‘Management’ in a socialist context
cannot be taken to mean decision making by a small number of
people at the head of the enterprise, free from a considerable measure
of democratic control. Public enterprise in such a context must be
taken to include as a matter of course the greatest possible degree
of participation in the determination of policy by everyone employed
in the entetprise who wishes to be involved, and the attribution
of real power to employees in regard to all issues which most directly
affect them - for instance, health and safety, the process of pro-
duction, conditions of work etc. One of the main purposes in moy-
ing from private to public enterprise is to affect decisively ‘relations
of production’ and to create conditions which approximate as
closely as possible to what Marx called the “free association of the

producers.’

It is as well to recognize, however, that here is another point of
tension because of contradictory pulls. So long as a distinction be-
tween management and employees endures, there is bound to be an

area of dispute in regard to the prerogatives of management on

the one hand and the right to participation by employees on the

# A. Gorz, ‘The new agenda’, in After the Fall: the failure of Communism, ed.
R. Blackburn {Verso, London and New York, 1992), p. 296.
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other. The point about public enterprise in the context l?f SO::IIE.iléii;
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es of a host of small and me . and
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and development training and technical education.’? Here too, a
socialist regime would encourage this kind of decentralized coopera-
tion between local and regional authorities and en

terprises.?
In this connection, and more generally, an important concern of

a socialist regime would be to strengthen another sector of the
cconomy, namely the cooperative sector, in the field of production
as well as distribution, and in the provision of services. Cooperatives
now play a very subsidiary role in capitalist economies.* A socialist
regime would make it its business to help cooperative
play a much more important role in the economy than
sought by bourgeois regimes.

As noted earlier, an economy that had been largely socialized
would nevertheless comprise a large scatter of small and medium-
sized firms, individually owned and controlled. To accept the exist-
ence of such firms for an indefinite period of time — indeed as a
permanent and desirable feature ~ must no doubt offend purists. But
it should be recognized that a private sector of this kind has a
number of advantages. It introduces an additional element of
competition in the provision of goods, services and amenities. It
gives an opportunity to individuals who are so inclined to try their
hand at independent ventures, and to experiment with ne

w products
and services. A socialist regime would not only find this acceptable,

but would actively encourage such individual initiatives. But it would
at the same time see to it that the private sector remained a subsidiary
part of the economy as a whole.

enterprises
has ever been

2 ]. Zeitlin, “Local industrial strategies: introduction’, in Economy and Society,
Special Issue: Local Industrial Strategies, 18, 4 (November 1989), p. 369.
23

For an account of what was done in this area by the Labour-controlled

Greater London Council in the cighties, see M. Mackintosh and H. Wainwright,

A Taste of Power: the politics of local economics (Verso, London and New
York, 1987),

*  Even the legendary Mondragon cooperative venture in the Basque coun:

has been a marginal adjunct to the Spanish economy: ‘By the end of the 1970s,’

H. Thomas and C. Logan note, ‘there existed in the province a modern co-

opetative system of technica] education, 70 cooperative factories with a workforce

of more than 15,000 cooperators and a credit coop bank with 93 branches and
300,000 deposits.’ H. Thomas and C. Logan, Mondragon: an economic analysis
{Allen and Unwin, London, 1982), p. 1.

¥ For a discussion of the problems which affect cooperative enterprises, see
¢.g. J. Elster, ‘From here to there; or if cooperative ownership is so desirable,
why are there so few cooperatives?’, in E. F. Payl et al., Socialism,
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6

What is the place of planning and markets in a socialist economy?
The first thing to be said about planning in a socialist democracy
is that it would bear no resemblance to the Stalinist model of total,
comprehensive, detailed planning in which all enterprises were re-
quired to conform to the plan, with no reference to the market. This
was not how planning had been conceived after the Bolshevik Revo-
lution. Alec Nove notes that Trotsky, speaking in 1922 of a
‘transitional period’, had said that ‘it is necessary for each state-
owned factory with its technical director to be subject not only to
control from the top - by state organs — but also from below,
through the market, which will remain the regulator of the state
economy for a long fime to come.”® R. W. Davies also notes that
‘until 1928 every one assumed that plans must be made compatible
with market equilibrium, and with a non-coercive economic rela-
tionship with the peasantry.’®
Stalinist planning brushed all qualifications aside. It is now fash-
ionable to view it as a total disaster; and so it was in terms of the
horrendous human and material costs which it exacted. But it was
a great deal more effective in setting the Soviet Union — and later
other Communist countries — on the path of rapid industrialization
than is generally acknowledged. Indeed, its achievements, in strictly
quantitative terms, were, as Paul Kennedy notes, nothing short
of staggering, ‘first in the production of steel, pig iron, coke, oil,

2% A, Nove, Socialissm, Economics and Development (Unwin Hyman, London,
1986), p. 33. In 1923, Trotsky was also saying that ‘for the next period ... we
shall have a planned state economy, allying itsef more and more with the
peasant market and, as a result, adapting itself to the latter in the course of its
growth.” But, he added, ‘although this market develops spontaneously, it does
not follow at all that state industry should adapt itself to it spontaneously. On
the contrary our success in economic organization will depend in large part
upon the degree to which we succeed, by means of an exact knowledge of
market conditions and correct economic forecasts, in harmonizing state industry
with agriculture according to a definite plan’: L. Trotsky, “The new course’, in
The Challenge of the Left Opposition (1923-5) (Pathfinder Press, New York,
1975), p. 119.

¥ R. W. Davies, ‘Gorbachev’s socialism in historical perspective’, New Left
Review 179 (Jan.—Feb. 1990), p. 9. Davies adds, however, that “all Communist
economists assumed that this was a transitional stage; eventually planning would
replace the market, and product exchange would replace trade’ (ibid.).
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generally weak. It is government which has to decide on priorities,
and plan for their realization. Where governments neglect this
obligation, the results are grievous. Thus, Robert Heilbroner, writing
in 1991, noted in relation to the United States that ‘for something
like twenty years the condition of our infrastructure — our streets,
highways, bridges, tunnels, airports, navigation facilities, and water
and sewage systems — has been steadily deteriorating for lack of
adequate investment.”*! Nor can ‘the market’ be expected to
compensate for government neglect. It is no part of business, nor can
it be, to initiate projects which are inherently the responsibility of
government, It is precisely market forces which induce firms not to
invest in projects which are essential to society’s well-being, but
which hold no promise of profit to them.

The planning favoured by socialist governments would involve the
setting of targets for key sectors of the economy, encompassing the
infrastructure, public utilities, other major clements in the produc-
tive process, and also provision for training, education and a variety
of services. The targets would be subject to regular reappraisal and
modification as circumstances required; and they would be achieved
by a combination of ‘indicative’ and ‘imperative’ planning, with the
government using various inducements and pressures as well as in-
structions to achieve purposes which had been subject to democratic
determination.

Both Japan and France provide much experience of the weapons
which are at the government’s command if it is determined to play
a positive role in the steering of economic activity. Martin Cave and
Paul Hare note that ‘in a mixed economy like France . . . the ability
of authorities to implement the plan is restricted.’®* Nevertheless, the
‘indicative’ planning current under the relatively weak regime of the
Fourth Republic was highly successful in what it sought to achieve.

By the mid-sixties, under the Fifth- Republic, planning had ceased to
be a serious instrument of economic policy. Nor did the Mitterand
regime seek to give it new strength. But it did set out ‘priority
programmes’, as in the Ninth Plan, for 1983-8, which included such
goals as the modernization of industry, education and training, the
development of communication industries, employment policies and

¥ R. Heilbroner, ‘Lifting the silent depression’, New York Review of Books,

XXXVII, 17 (24 October 1991), p. 6. .
32 M. Cave and P. Hare, Alternative Approaches to Economic Planning

(Macmillan, London, 1981).
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35 F. Mandel, “The myth of market socialism’, New Left Review, 169 (May-

ém?] 13?:18;, ‘pM:rlx%an freedom, individual liberty, _and the end of a].ienatiokvn’, ;ln
Marx-:ism a’nd Liberalism, eds E. F. Paul, F. Miller and J. Paul (Blackwell,
3? Xf;_r%rzll?r,s g)éygmli st}:l'e New_Right (Rot_lﬂedge, LoildoDr:;yzllfi?:B& jlb:asg:r:l.gh, 4
Trooms of e Moot (Macmilan, London, 1991).
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Clearly, goods, services, benefits, amenities that had been wholly
or largely decommodified would still have to be paid for; and the
payment would mainly take the form of various types of direct and
indirect taxation. Neo-liberal dogma has turned direct taxation into
one of the great hate-phrases in its repertoire. But as Mr Justice
Frankfurter once put it, ‘taxation buys civilization_’ Even so, it is
never likely to be very popular, but it can be made acceptable if the
burden is spread fairly. A socialist government would have this as
a major aim. It would, in a transition period in which exorbitant

incomes and great wealth had not been wholly eliminated, clearly

place the heaviest burden of taxation upon them; and it would also
seek to close off the many loopholes whereby corporations greatly
reduce the taxes they pay, or avoid paying them altogether. The
point is to move towards a situation where the vast inequalities of
income and wealth typical of a capitalist society would have been
steadily diminished; and this could be expected to foster a greater
willingness on the part of most people to view both direct and
indirect taxation as a necessary price to pay for the amenities which
benefit them and society at large.

In the sixties and seventies, at a time when unions were relatively
strong and influenced by the militancy of their members, great
efforts were deployed in many capitalist countries (not least by social
democratic governments) to implement incomes policies that would
contain and subdue wage demands: in this realm at least, market
forces were then thought to be detrimental to the ‘national interest”.
These endeavours achieved varying degrees of success;® but success
largely meant that the maijn burden of the policies fell on wage-
carners. As always in a capitalist context, such policies meant in
Practice that it was they, rather than employers and others in higher
income groups, who were detrimentally affected. By the eighties and
the early nineties, different forms of pressure on wages had come
Into operation; mass unemployment, the attack, in Britain and else-
where, on trade union rights, with the consequent retreat from
militancy by wage-earners.

A socialist government, clearly pursuing egalitarian aims, and
subject to strong inflationary pressures which jt would imperatively

¥ See e.g. R. J. Flanagan, D. W. Soskice and L. Ulman, Unionism, Economsc

Stabilisation, and Incomes Policies: European experience (Brookings Institute,
Washington, D.C, 1983).
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need to subdue, might not resort to an incon_les po_hcy. of t}:l:doéd
style. But as part of the demand management in which it wo . 3
engaged, it would need some understanding w;th trade u}r)nons,_ -airJ
wage-earnérs in general, particularly those in strong bargain g
positions, that they would agree to some restraint in their wagt;i ar}ﬂ.
other demands. To say this may well seerm ridiculously um:c::a.ll dst;;,
but this is to ignore the fact that a soc1al.1st government wo N i
seen to be striving for a just society; anc! it would als.o enst:.ire th:r
restraint applied with full force to the_ inflated salane§ an _ct)_ o
financial advantages which high executives and others tl11n positio s
of power enjoyed. It would certainly sefek to affirm the ﬁ)ru;glpbe
that, while men and women in the service of. the state }j Oild be
adequately paid, their salaries and other acflvantages shou ';1'11 ;
be grossly out of line with the incolme of t.heu fellow citizens. rhe
immediate cry this would provoke is that it would d.r(live awa% the
best people from the service of the state and also pro uce a ‘br. i
drain’ of such people to countries where they would recew: hrm;l :
higher salaries. In fact, the chances are that a lgrge numl_)elr o E .;Y.
qualified people would wish to stay and help in the socia C::ll:ls u1
tion that was under way; and in any case, peoplf:- Wh(f) ;o on.grr
be induced by inflated salaries to work in 1_:he service o1 t (;1 state (;c
in public enterprise would not be the kind of people tl at Wfic.l
wanted. In reality, it is reasonable to expect that most people W(tJll: Sé
reluctantly or not, accept the new conditions, not least because the
new conditions would hardly condemn them to penury.

7

In the perspective of what has been said in this chapter? what a:e ;h:
fundamental changes that would result from the fichlevemt?n ct)h )
socialized economy? Before answering that question, a point tez
has repeatedly been made in other contexts needs to be reitera 1&
namely that in no way is the claim llzllac:(l: h(:rc;:h tha1j:?r tic ;l;:.rrllgti ;vz;ls
tically -usher in a new world, altogether .

2}1':3::30131‘:[301& Such ‘triumphalism’ would by now be en(l::luely OI—':I:[
of place. For a long time to come, old problen}s Woulci1 endure, :“.To
new ones would arise. The point, -however, is that t erefa:i'le :
different ways of accepting that this would_ be so. Qne ;)1 hemEm
to say that the problems are intractable, inherent in the hum
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condition, and therefore beyond real and effective solution. This is
the traditional conservative view, and it treats as dangerously ‘utopian’
hopes of a radical improvement in the way life is experiénced, In-
deed, a corollary of this view is that attempts at radical reform, of
the kind proposed here, are bound to make a bad situation infinitely
worse.

The other position is that no problem is intractable and that
the potential for radical change for the better is enormous; that the
human race has hardly begun to tap this potential; and that, while
the determination to tap it will not create a paradise on eart , it will
create an immeasurably more favourable environment for the major-

ity to fulfil the best that is in them.

The differences between a capitalist economy and a socialized one
are clearly not purely ‘economic’: they are economic, social, political
and moral, and affect the whole texture and mode of being of the
social order.

The first difference is of course that the private ownership and
control of the main economic resources of society would have ceased
to be the dominant form of €conomic organization. As a result, a
determinant source of unequal power and position in society would
progressively dry up. This would mean a fundamental change in the
social structure, with the eventual disappearance of the most impor-
tant part of the capitalist class, namely the owners and controllers
of the major and privately owned means of economic activity. This
would bear some similarities to what happened in the twenticth
century to the land-owning aristocracy in Western Europe: it did not
actually disappear, but it lost most of the power which land-ownership
had previously given itr. The power it continued to enjoy derived
from other sources, not least the entrenched position of aristocrats
in the state service. The controllers of corporate power would also
lose that power, even though many of them would no doubt find
their way into strategic parts of socialized enterprise; but the power
they would wield would not be based on their control of major
private resources.

This invites the retort that this could well mean no more than the
consolidation of a ‘new class’, a ‘state bourgeoisie’, made up of the
people in high positions in the state and public enterprise; and, in
the same vein of thought, it could be said that such people would
be the beneficiaries of an all-encompassing ‘statism’, which would
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give them a degree of power and privilege not much different from
that enjoyed by people in power in capitalist democracies, or indeed
even greater.

I have noted in an earlier chapter that this is a possibility which
is not to be treated lightly. On the contrary, it would have to be
taken with the utmost seriousness as a crucial point of tension be-
tween democratic aspirations on the one hand, and the tendency of
people in power to seek its extension and to abuse it on the other.
As was also said in previous chapters, the way to resolve that tensicn,
and to attenuate the risks of overweening and arbitrary power, is
first to build institutional barriers to it, and secondly to rely on the
critical vigilance of a multitude of organs of opinion, and on the
spirit of an alert citizenry imbued with a sense of what civic virtue
demands of people in power.

The disappearance of corporate power over the main means of
economic activity also means that the dynamic of that activity would
have been radically changed. Its main purpose would no longer be
the maximization of profit for the benefit of the owners and con-
trollers of corporate power. The organizing principle of a socialized
economy would be the satisfaction of individual and collective needs,
with the priorities for the satisfaction of these needs having been
democratically determined. Exploitation would have no place either
in public enterprise or in the cooperative sector. It would endure in
the remaining private sector, but would be strictly controlled. This
relegation of exploitation to a subsidiary part of economic life would
represent a fundamental transformation of the social order, and

could be expected to have a tremendous impact on the ways in
which people viewed the social order and how they responded to the
demands which it made upon them.

Both the level of productive activity and its goals would be subject
to democratic decision making, with the producers having a major
(but not an exclusive} voice in the process. There would be plen:y
of room for informed debate on the issues involved; for instance,
the length of the working day, the length of the working week, the
requirernents of rapidly changing patterns of work, the allocation of
resources etc. For some general purposes, the debate would be con-
ducted at national level — eventually for some purposes at interna-
tional level. For other purposes, it would be conducted on a regional
or local basis. But the crucial point is that it would not be conducted
in the shadow of the imperative requirements of capitalism.
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also wish to reduce the amount of time which men and women had
to devote to ‘earning a living’, and thereby increase the amount of
time thev would be able to devote to ‘living’ and to engaging in
whatever pursuits they found most fulfilling. This, in a socialist
society, would not be subject to the kind of commercialization and
exploitation of leisure which occurs in capitalist society. At local,
regional and national level, a variety of public and cooperative agen-
cies, supplemented by private ones, would compete in the provision
of facilities and services; and this, save for private firms, would be
done without the deforming distraction constituted by the striving
for maximum profit.

An economy under effective socialist control would also be sharply
alert to the social costs of the productive process, and would subject
it to stringent ecological controls. Here too, what capitalism does
grudgingly and inadequately would be done wholeheartedly in a
context in which the requirements of capital would have ceased to
weigh upon governments.

A further consequence of socialization is that the kind of frantic
pushing of products which now goes under the name of advertising
would cease. Under capitalism, vast armies of skilled, often talented,
men and women devote their skills and talents to the production of
a barrage of tendentious advertising on behalf of their clients, ons
of its features being the implicit or explicit praise for free enterprise
and its blessings. Advertising would certainly not be abolished in a
socialist society; but it would be greatly reduced and would lose its
frantic_and biased character. This would cut costs considerably and
would also be of great benefit to cultures now saturated with low-
grade commercial propaganda.

In short, a socialized economy, to reiterate a fundamental theme
of this book, would free the whole of society from the ‘fetters’
imposed upon it by the rationality of capitalism, and substitute for
it an altogether different rationality, attentive to human needs and
seeking their satisfaction under the least onerous conditions pos-
sible. This liberation of society from the domination of capital is
the essential condition for the creation of a social order in which a
degree of cooperation and harmony unattainable under capitalisrn
would become possible.

All the reforms which have been proposed in this chapter and the
previous one clearly need detailed elaboration. But these proposals
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also raise a set of different and crucial questions: what are the
constituencies available, or potentially available, for the kinds of
refqrm which socialist democracy demands? Wh':u: are the agencies
available for the purpose? And what are the strategies most likely to
adv'fmce the process? Scarcely less important, there is, as noted
earher,.the question of the opposition which a socialist g,ovcmment
determmef:l to carry out these reforms would inevitably encounter

a_nd how it would cope with that opposition. It is with these uesj
tions that I am concerned in the next two chapters. ;





