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Social democracy lives on

Seymour Martin Lipset and Gary Marks on why the left should not despair

he logic of Marxism demanded that America, the most
advanced capitalist country, should alsobe thecoun-
try that produced the strongest socialist movement.
The British Marxist H M Hyndman wrote in
1904 that “just as North America is today the most
advanced country economically and socially, so
itwill be the firstin which socialism will find
openand legal expression™. The leader of the
American Socialist Party, Daniel De Leon,
proclaimed in 1906: “If my reading of his-
tory is correct, the prophecy of Marx will be |
fulfilled and America will ring the downfall
of capitalism the world over.”

has never received more than 6 per cent
of the vote in presidential elections, and |
has never won more than a couple of
seats in Congress. The US has been the  §
only western democracy dominated
exclusively by parties sympathetic to
liberal capitalism. ,

The reasons for this can be understood by care- 9
ful historical comparison of the United States with
other western socicties, and by examining variations
insocialistsupport within the United States. The
distinctive elements of Amenican cullure - anti-
statism and individualism ~ negated the appeal of
socialism for the mass of American workers. The elec-
toral system for selecting a president, which aggregates votes
throughout the country, magnified the penaities of voting for a
third party, while the permeability and ideological flexibility of
the established parties provided opportunitics for organised
labour to exercise influence-without establishiing an independent
party. Further, the American working class, from its inception in
the post-civil-war decades, was exceptionally diverse, ethnically,
racially and in terms of religion. These cleavages were more
powerful sources of political identity for most of the American
lower classes than was their commanality as workers. Finally,
American socialists failed to build an alliance with trade unions.
Relations between socialists and mainstream unionists were
generally hostile from the mid-1890s. Efforts to create a labour
party came to nothing.

But do socialist or social democratic parties really make a dif-
ference? What were the conscquences of the failure of socialism
in America? And if other countries, such as the UK, move closer
10 American-style politics, can we expecl similar consequences in
their societies?

The American left is no longer so exceptional, Over the past two
decades, across western democracies, parties that were established
as socialist, social democratic or labour have gradually dropped

the statist elements of their programmes. Some have dis-
tanced themselves from labour unions. None of the

. major socialist parties advocates more public owner-

ship; mostacceptmarket principles even in areas of the

economy that were formerly nationalised, such as
transport, telecomumunications and utilities.

The great breach between progressive

socialisation of the economy and laissex-
faire has narrowed into a debate between
regulated capitalism and neo-liberalism.

At issue is the character and degree of
regulation ofthe economy, not the future
of capitalism.

Just how general this shift has been is evi-
dent from expert studies of social democratic
parties in the European Union. Every such

party (except Pasak in Greece) moved from

left to right between 1984 and 1995 (as evi-
denced by growing support for market liberalism),
and the UK Labour Party moved mast of all. From

. being the most left-wing social demacratic party in

Europe in 1984, Labour became one of the most right-

wingin 1995, with only [taly’s PSI, Austria’s PSO

democratic party in 1995 (Germany's SPD)
was further to the right than 12 out of 14 such
. parties in 1984.

In Britain, thc Labour government has built on, rather than
reversed, previous Conservative government policies on markets,
unions and welfare. Likewise, the Labour parties of Australia and
New Zealand, when they held national office during the 1980s,
abandoned protectionist policies, deregulated the economy, pri-
vatised state enterprises, and moved from centralised wage-fixing
through arbitration to a market system. Indeed, in both countrics,

" the shift to nealiberal market principles and the dismantling of

state controls took place under labour, rather than conservative,
govemments. [n New Zealand, the Labour government followed
what has been described as the most Thatcherite policy among
western governments, including Britain's. The prime minister
David L.ange believed that cconomic equality conflicted with eco-
nomic growth, and that the latter should have priority: “Social
democrats must accept the existence of economic incquality
because il is the engine which drives the economy.”

To the extent that these labour parties have tended to be radical,
it has been on non-financial issues. The British Labour Party has
created legislatures in Scotland and Wales and is reforming the
Fouse of Lords. The Australian Labor Party favours curting tics
to the British monarchy. Both the Antipodean parties have given
priority te environmenial protcction and women’s issues, tried B 25
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P toconfront the legacy of past oppression of indigenous minori-
ties and, particularly in New Zealand, opposed nuclear power and
weaponry . Such policies try to retain support among public-
sector professiunals and the left intelligentsia; they place the par-
ties in a tradition of liberal radicalism or populism that owes little
1o socialism.

ltis no longer possible to say thatthe US is the only western saci-
&ty without a socialist party, because such parties no longer exist
in most western societies. American political exceptionalism has
run its course.

Yet the unique failure to create a viable socialist or labour party
still casts its shadow oo American saciety. The table below
gives, it its first three columns, an overview of the relative eco-
_nomic and polilical streagth of the lower ¢lass jn | 7 western Euro-
pean and English-speaking democracies. The US is at the low
extreme for lower-class political power, together with Canada. In
the US, social democracy is simply absent. In Canada, the social
democratic NDP has held power inseveral provinces, but notat the
national Jevel. Intcrms of union organisation, the US is again at the
low extreme, this time alongside France. In neither country were
unions united behind a labour or socialist party. (In France, they
were divided into different political camps, but the vast majority
of workers in France are covered by collectively bargained wage
contracts because agreements for unionised workers ase extended
to unorganised workers by law.)

So when one compares the US with other western democracies,
the picture thatemerges isone of continued lower-class weakness.
No other wesiern democracy remoltely approximates America in
this regard.

Now consider the columnstotheright. The fourth column under-
pins the conventional wisdom that the US is remarkable for its low
level of taxation and governmentspending. In 1996, itwas the only
weslemn country in which government extracted less than 30 per
cent of GDP. One has to go outside the western world to find soci-
eties with a smaller state. .

Again, spending on social welfare as a pro-

decade jn both absolute and relative terms) to 34.6 in 1995,
Data on relative poverty tell a similar story (see column seven).
The US stands out as the society with the grcmcm income differ-
cntials: 11.7 per cent of the population has an income less than 40
per cent of the medjan income, a figure that is aimost double that
of Australia, the nextmostunequal country. Itmay be objected that
the US is arich country: someone on an income of Jess than 40 per
centofthe US median could berelatively well-off by the standards
of other western countries. But the Jast column of the table shows
that, even by US standards, the US has a higher proportion of its
population Jiving in poverty than any other country except Ireland,

Although there is evidence that US poverty has fallen in recent
years, the conclusion from international comparisons is unam-
biguous. The US combines an extremely high standard of living
with exceptionally low Jevels of taxation and social spending and
cqually exceptional levels of income inequality and poverty,

s there a causal link between these distinctive characteristics of

American society and the inability of socialists to establish a
viable social demacratic party in the US? There exists amethodo-
logically sophisticated literature concerned with public policy
outcomes in western Europe and English-speaking democracies
that helps us to answer precisely this question. It concludes that
societies in which social demaocratic parties have consistently
played a sole in national government and in which unions are
strongly organised tend to have extensive welfare systems and
greater economic equality.

Social democratic governance over the period 1945-94 bears lit-
Uerelation 10 comparative rates of economic growth — either posi-
tively or negatively. Butit is strongly associated with indicators of
total taxes, social security transfer expenditure, equality and rela-
tive poverty: When we examine the combined effect of social
democratic governance and trade union membership on these vari-
ables, the associations are yet stronger. They remain sirong even
when other variables — such asa country’s political institutions, its

| POWER, TAX, EQUALITY AND POVERTY: HOW 17 NATIONS COMPARE

portion of GDP (column five) is low in the cotum vews o sacial  Trate | unon | Tom | somm i Retaive m:m:
US. Itis the only developed nation that does LA - ol
not have a government-supported, compre- In nations) | 1990 (%ol | (%ot | as% | expenditera | snotmoster | (owsr lan owar Dan
hensive medical system and it is the only niae | TP | P jorgor| (RSOR. | e | ATCmedan | e medan
western democracy that docs not provide o W
child support to all families. Australia 188 80 | e |30 2 [31701984) | 64 |56(1989)
Further, no western democracy has as | Aystria 30.5 46 7t | 40! 22 |wa wa | wa
unequal a distribution of wealth as has the | Baigium 15.9 55 % {460 24 |230(992)| 22 |22(1992)
US once tax and transfer payments are | Canaga 0 32 | 38 |368] 15 |286(1994)] S6 |a1(1991)
included in the caleulation. The standard | Denmark 269 74 | nla {822] 22 24.0(1992)| 38 3.4 (1992)
scale for measuring inequality, the Gini | Fintand 19.3 72 95 | 482| 25 226 (199s)| 23 1.4 (1991)
coefficient ¢in which 0.0 would represent | Francs 126 10 92 | 457 23 |324(1989) 48 |4.8(1989)
total equality where everybody received | Germany 123 3 76 | 381 15 30.0 (1984)| 24 2.1 (1989)
the same income), is almost 10 per eent | irgland 49 nla na | 33.7 (15 (1993)) 33.0(1987)| 47 1156 (1987)
higher in the US than in the next most | italy 56 34 na {432 20 34.6(1985)] 5.0 5.6 {1991)
inegalitarian country, the UK (sce column |Netherands | 111 23 60 .| 433 26 310(1994)] 42 4.2 (1991)
six). New Zaaland| 183 n/a 67 | 35.8 |15 (1991)| wa na na
Tn both thesc countries, there was a sus- | Norway 36.9 84 75 | 41.1(22 (1993)| 24.2 (1995)] 1.7 0.7 (1991)
tained rise in ecopomic inequality in the | Sweden 38.9 83 83 | 520 25 |[222(18995) 38 |3.9(1992)
)980s and 1990s: in the UK, the Gini coef- Switzeriand 128 43 na | 347 18 32.3(1982)| 4.3 2.7 {1982)
ficient went from 27.0 in 1979 10 34.0in | UK 16.2 k1) " 47 | 3680 15 346 (1995)] 5.3 6.1 (1991)
26 1991 (an unparalleled increase for a single United States{ 0 15 \B‘ 28.5 {13 (1993)] 37.5(1997)} 11.7 6.6 (1991)
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overal! income level, its vulaerability to international economic
pressures or its economic structure = are (aken into account.

Prior to the war, social spending was no weakers in the US than in
the most advanced Eusopean countrics. In 1938, the Rooscvelt
administration spent 6.3 per cent of GDP on its social policy pro-
grammes (employment assurance and public employment) - a
greater proportion than that jn Sweden (3.2 per cent), France (3.5
per cent), the UK (5.0 per cent) and Genmany (5.6 per cent). But
American commitment to social policy evaporated during and
after the Second World War, at the very time that social democra-
lic parties pushed ahead with ambitious state and welfare policies
in Europe.

The absence of social democracy in the US has not only reduced
state spending as a whole, but has tilted public policy towards
strongly represented groups, such as the upper and middle classes,
business and unions, farmers and the elderly, and away from
weakly represented groups, including non-unionists, single
maothers, young people and the poor. Government spending in the
US on education (5.3 per cent of GDP) and on pensions for the
elderly (7.2 per cent) is not much below the means for all OECD
countries, whereas spending on other social programmes (l 2 per
cent), most of which goes towards less
privileged groups, is less than one-quarter of
the OECD mean.

From the 1980s, however, the effect of
socfal democratic governments on welfare
policy markedly declined. Over the pasttwo
decades, the only broad budgetary compo-
nentonwhichsocial democratic partieshave e 01
made a palpable difference is the kind of 7=~ "%
expenditure that includes daycare for children and parental leave.
The difference is particularly significant in Scandinavia, where
sacial democrats have taken the lead on a variety of women's
issues and have sought to bring women into the Jabour force. But
in other areas of'social policyincluding transfer payments, health
and public pensions, all governments, irrespective of their ideo-
logical stripe, have tried (o cut back to balance their budgets.
Intense fiscal pressures arising from international financial mar-
kets, unusually high levels of unemployment and, in Europe, the
¢fforts of governments to meet the Maastricht criteria for mone-
tary upion have constrained government spending no matter what
the goals of the party in power.

Yet the effects of social democratic governments before the
1980s live on. Once a government policy is in place it is likely 0
be defended by those who benefitfromit. A policy lcgacy may also
shape expectations about what a government is able 1o do. Evenif
a new administration wishes 10 abolish a policy and has the sup-
port of a large majority of the public, its efforts may be torpedoed
by those who mobilise to defend the status quo. Social demacrats,
cechoing conservatives, may say that taxation is too high and that
govemnment spending should be reined back. But government
spending has steadily increased throughout the 20th century, and
while the rate of increase slackened during the 1990s, it was not
reversed. In 1913, government spending in western capitalist soci-
etics (and Japan)averagedjust 8.5 percent of GDP. By ) 980, ithad
soared to 43.3 per cent. In 1990, after a decade of intense effort to
cut government budget deficits, it had increascd to 46.1 per cent,
and by 1996 it had inched up t0 47.1 per cent.

So, as socjal democratic purties the world over shift away from

short-lived

their traditional moorings toward the free market, should we
expect the gap between the US and other western democracics lo
narrow? Or willinstitutional legacies and values continue (o shape
acountry’s response to external events?

here are signs (hal the influence of social democracy as a dis-
tinet approach to policy is not exhausted. The seemingly uni-
versal shift to support for the free market may be of short duration.
Even its advocates, including Jaseph Schumpeter from the 1930s
and Irving Kxistol from the 1970s, have noted that capitalism daes
not advance the saine pretensions to solve major human problems
that socialism and communism once did. Capitalism, the free mar-
ke, is not a utopia even when limited to economic considerations.
At best, it holds out the promise of a fottery, but like all such

awards, the jackpots go to a relatively small minority of players.
At the centre of free-market ideology is an emphasis on self-
interest~ jn invidious terms, an greed. The argument has been put,
from Adam Smithto Milton Friedman, that the uninhibited pursuit
of gainresultsina growing economy whichbencfits all, regardless
of status or wealth. But as we know, not only do some individuals
fail to benefit, but also countries differ enormously in economic
performance. And the businesscvcle, which

The global seems inherent in mfiljk(:l gcommics,.nut
shift in favour only fgs(ers growth, it m}phes dow_mwmgs
- periods of economic recession and
of the free increased unemployment — as well.
market maybe Morcover, capitalism — which, unlike
socialism, does not promise to eliminate

poverty, racism, sexism or war—appeals only

" weakly to the idealism of many young people
and intejlectuals. Nor does it address cavironmental concerns; clas-
sic free-market hiberals resist policies that interfere with the market.

The US once more stands out politically among western democ-
racies inthat it lacks even a minimally cffective green party. Green
parties are represented in national parliaments and/or the European
Parliamentin every one ofthe 13 richer countries that arc members
of the European Union. [n 1999, they participated in government
coalitions in Belgium, Finland, France, Germany and [1aly,

The struggle between the left, the advocates of change, and the
right, the defenders of the status quo, is not over. In the once
communist-dominated countries, the terms “le” and “liberal™
have beenused to describe free-marketand democratic tendencies

_that seek to reduce the power of state bureaucracies; the terms
“right” and “conservative’ usually refer to groups thatdefend state
contrals. [ronically, this is the way these concepts were first used
during the 19th century. In the west, following the rise of socialist
movements, “let” came to mean greater emphasis on communi-
tarianism and equality, on the statc as an insttument of reform. The
right, linked to defensive establishments, has, particularly since
the Second World War, been ideutified with opposition to
government intervention. The rise of green parties in western
Europe is merely one indication that the contest between these
two orientations has not ended.

S M Lipset is Hazel Professor of Public Policy at George Mason
University; Gary Marks is professor of political science at the
Universiry of North Carolina. This essay is adapted from their
book 1t Didn’t Happen Here: why socialism failed in the United
States, published by Nortonon 5 July (£19.95)
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