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 Unconditional basic income is a fundamental redesign of the system of income 
distribution. As we will see in detail in chapter 7, it has potentially profound 
ramifications for a democratic egalitarian transformation of capitalism: poverty is 
eliminated; the labor contract becomes more nearly voluntary since everyone has the 
option of exit; the power relations between workers and capitalist become less unequal, 
since workers, in effect, have an unconditional strike fund; the possibility for people 
forming cooperative associations to produce goods and services to serve human needs 
outside of the market increases since such activity no longer needs to provide the basic 
standard of living of participants.  

 No country has adopted an unconditional basic income, although the most 
generous welfare states have incomplete, fragmented versions and there has been one 
experimental pilot program for a basic income in a very poor country, Namibia.4 It is a 
theoretical proposal which necessarily involves some speculation about its dynamic 
effects. It thus could turn out that a generous basic income, if implemented, would not be 
viable – it might self-destruct because of all sorts of perverse effects. But, as I will argue 
later, there are also good reasons to believe that it would work and that it could constitute 
one of the cornerstones of another possible world. 

These are all examples of what I will call “real utopias”. This may seem like a 
contradiction in terms. Utopias are fantasies, morally inspired designs for a humane 
world of peace and harmony unconstrained by realistic considerations of human 
psychology and social feasibility. Realists eschew such fantasies. What we need are hard-
nosed proposals for pragmatically improving our institutions. Instead of indulging in 
utopian dreams we must accommodate to practical realities. 

 The idea of Real Utopias embraces this tension between dreams and practice. It is 
grounded in the belief that what is pragmatically possible is not fixed independently of 
our imaginations, but is itself shaped by our visions. Self-fulfilling prophecies are 
powerful forces in history, and while it may be naively optimistic to say “where there is a 
will there is a way”, it is certainly true that without “will” many “ways” become 
impossible. Nurturing clear-sighted understandings of what it would take to create social 
institutions free of oppression is part of creating a political will for radical social changes 
to reduce oppression. A vital belief in a utopian ideal may be necessary to motivate 
people to leave on the journey from the status quo in the first place, even though the 
likely actual destination may fall short of the utopian ideal. Yet, vague utopian fantasies 
may lead us astray, encouraging us to embark on trips that have no real destinations at all, 
or worse still, which lead us toward some unforeseen abyss. Along with “where there is a 
will there is a way”, the human struggle for emancipation confronts “the road to hell is 
paved with good intentions”. What we need, then, is “real utopias”: utopian ideals that 
are grounded in the real potentials of humanity, utopian destinations that have accessible 
waystations, utopian designs of institutions that can inform our practical tasks of 
navigating a world of imperfect conditions for social change.  

 The idea that social institutions can be rationally transformed in ways that enhance 

                                                 
4 Claudia Haarmann, Dirk Haarmann,  et.al., “Making the difference! The BIG in Nambia: Basic Income 
Grant Pilot Project Assessment Report, April 2009” (http://www.bignam.org/) 
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human wellbeing and happiness has a long and controversial history. On the one hand, 
radicals of diverse stripes have argued that social arrangements inherited from the past 
are not immutable facts of nature, but transformable human creations. Social institutions 
can be designed in ways that eliminate forms of oppression that thwart human aspirations 
for fulfilling and meaningful lives. The central task of emancipatory politics is to create 
such institutions. 

 On the other hand, conservatives have generally argued that grand designs for social 
reconstruction are nearly always disasters. While contemporary social institutions may be 
far from perfect, they are generally serviceable. At least, it is argued, they provide the 
minimal conditions for social order and stable interactions. These institutions have 
evolved through a process of slow, incremental modification as people adapt social rules 
and practices to changing circumstances. The process is driven by trial and error much 
more than by conscious design, and by and large those institutions which have endured 
have done so because they have enduring virtues. This does not preclude institutional 
change, even deliberate institutional change, but it means that such change should be very 
cautious and incremental and should not envision wholesale transformations of existing 
arrangements. 

 At the heart of these alternative perspectives is a disagreement about the relationship 
between the intended and unintended consequences of deliberate efforts at social change. 
The conservative critique of radical projects is not mainly that the emancipatory goals of 
radicals are morally indefensible – although some conservatives criticize the underlying 
values of such projects as well – but that the uncontrollable, and usually negative, 
unintended consequences of these efforts at massive social change inevitably swamp the 
intended consequences. Radicals and revolutionaries suffer from what Frederick Hayek 
termed the “fatal conceit” – the mistaken belief that through rational calculation and 
political will, society can be designed in ways that will significantly improve the human 
condition.5 Incremental tinkering may not be inspiring, but it is the best we can do. 

 Of course, one can point out that many reforms favored by conservatives also have 
massive, destructive unintended consequences. The havoc created in many poor countries 
by World Bank structural adjustment programs would be an example. And furthermore, 
under certain circumstances conservatives themselves argue for radical, society-wide 
projects of institutional design, as in the catastrophic “shock therapy” strategy for 
transforming the command economy of the Soviet Union into free-market capitalism in 
the 1990s. Nevertheless, there is a certain apparent plausibility to the general claim by 
conservatives that the bigger the scale and scope of conscious projects of social change, 
the less likely it is that we will be able to predict ahead of time all of the ramifications of 
those changes. 

 Radicals on the left have generally rejected this vision of human possibility. 
Particularly in the Marxist tradition, radical intellectuals have insisted that wholesale 
redesign of social institutions is within the grasp of human beings. This does not mean, as 
Marx emphasized, that detailed institutional “blueprints” can be devised in advance of the 

                                                 
5 Frederick A. Hayek, The Fatal Conceit: The Errors of Socialism (Chicago: University of Chicago Press, 
1991) 
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opportunity to create an alternative. What can be worked out are the core organizing 
principles of alternatives to existing institutions, the principles that would guide the 
pragmatic trial-and-error task of institution-building. Of course, there will be unintended 
consequences of various sorts, but these can be dealt with as they arrive “after the 
revolution.”  The crucial point is that unintended consequences need not pose a fatal 
threat to the emancipatory projects themselves. 

 Regardless of which of these stances seems most plausible, the belief in the 
possibility of radical alternatives to existing institutions has played an important role in 
contemporary political life. It is likely that the political space for social democratic 
reforms was, at least in part, expanded because more radical ruptures with capitalism 
were seen as possible, and that possibility in turn depended crucially on many people 
believing that radical ruptures were workable. The belief in the viability of revolutionary 
socialism, especially when backed by the grand historical experiments in the USSR and 
elsewhere, enhanced the achievability of reformist social democracy as a form of class 
compromise. The political conditions for progressive tinkering with social arrangements, 
therefore, may depend in significant ways on the presence of more radical visions of 
possible transformations. This does not mean, of course, that false beliefs about what is 
possible are to be supported simply because they are thought to have desirable 
consequences, but it does suggest plausible visions of radical alternatives, with firm 
theoretical foundations, are an important condition for emancipatory social change. 

 We now live in a world in which these radical visions are often mocked rather than 
taken seriously. Along with the post-modernist rejection of “grand narratives”, there is an 
ideological rejection of grand designs, even by many people still on the left of the 
political spectrum. This need not mean an abandonment of deeply egalitarian 
emancipatory values, but it does reflect a cynicism about the human capacity to realize 
those values on a substantial scale. This cynicism, in turn, weakens progressive political 
forces in general. 

   This book is an effort to counter this cynicism by elaborating a general 
framework for systematically exploring alternatives that embody the idea of “real 
utopia.”  We will begin in chapter 2 by embedding the specific problem of envisioning 
real utopias within a broader framework of “emancipatory social science”. This 
framework is built around three tasks: diagnosis and critique; formulating alternatives; 
and elaborating strategies of transformation. These three tasks define the agendas of the 
three main parts of the book. Part I of the book (Chapter 3) presents the basic diagnosis 
and critique of capitalism that animates the search for real utopian alternatives. Part II 
then discusses the problem of alternatives. Chapter 4 reviews the traditional Marxist 
approach to thinking about alternatives and shows why this approach is unsatisfactory. 
Chapter 5 elaborates an alternative strategy of analysis, anchored in the idea that 
socialism, as an alternative to capitalism, should be understood as a process of increasing 
social empowerment over state and economy. Chapters 6 and 7 explore a range of 
concrete proposals for institutional design in terms of this concept of social 
empowerment, the first of these chapters focusing on the problem of social empowerment 
and the state, and the second on the problem of social empowerment and the economy. 
Part III of the book turns to the problem of transformation – how to understand the 
process by which these real utopian alternatives could be brought about. Chapter 8 lays 
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out the central elements of a theory of social transformation. Chapters 9 through 11 then 
examine three different broad strategies of emancipatory transformation – ruptural 
transformation (chapter 9), interstitial transformation (chapter 10), and symbiotic 
transformation (chapter 11). The book concludes in Chapter 12 which distills the core 
arguments of the book into seven key lessons. 

 
 
 



Chapter 2 
The Tasks of Emancipatory Social Science 

Final draft, July 2009 
 

 
 
 
Envisioning real utopias is a central component of a broader intellectual enterprise that can be 
called emancipatory social science. Emancipatory social science seeks to generate scientific 
knowledge relevant to the collective project of challenging various forms of human oppression. 
To call this a form of social science, rather than simply social criticism or social philosophy, 
recognizes the importance for this task of systematic scientific knowledge about how the world 
works. The word emancipatory identifies a central moral purpose in the production of knowledge 
– the elimination of oppression and the creation of the conditions for human flourishing.1 And 
the word social implies the belief that human emancipation depends upon the transformation of 
the social world, not just the inner life of persons.  

 To fulfill this mission, any emancipatory social science faces three basic tasks: elaborating 
a systematic diagnosis and critique of the world as it exists; envisioning viable alternatives; and 
understanding the obstacles, possibilities, and dilemmas of transformation. In different times and 
places one or another of these may be more pressing than others, but all are necessary for a 
comprehensive emancipatory theory. 

DIAGNOSIS AND CRITIQUE 
The starting point for building an emancipatory social science is identifying the ways in which 
existing social institutions and social structures systematically impose harms on people. It is not 
enough to show that people suffer in the world in which we live or that there are enormous 
inequalities in the extent to which people live flourishing lives. A scientific emancipatory theory 
must show that the explanation for this suffering and inequality lies in specific properties of 
institutions and social structures.  The first task of emancipatory social science, therefore, is the 
diagnosis and critique of the causal processes that generate these harms.   

 Diagnosis and critique is the aspect of emancipatory social science that has often generated 
the most systematic and developed empirical research. Consider Feminism, for example. A great 
deal of feminist writing centers on the diagnosis of existing social relations, practices and 
institutions in terms of the ways in which they generate various forms of oppression of women. 
Studies of labor markets have emphasized such things as sex-segregation of jobs, job evaluation 
systems which denigrate job attributes associated with culturally defined feminine traits, 
promotion discrimination, institutional arrangements which place mothers at a disadvantage in 
employment, and so on. Feminist studies of culture demonstrate the ways in which a wide range 
of cultural practices in the media, education, literature, and other institutions have traditionally 
reinforced gender identities and stereotypes in ways that oppress women. Feminist studies of the 
                                                 
1 In a personal communication Steven Lukes noted that the word “emancipation” was originally connected to the 
struggle against slavery: the emancipation of slaves meant their freedom from bondage. More generally, the idea of 
emancipation was connected to liberal notions of freedom and achieving full liberal rights rather than socialist ideals 
of equality and social justice. In the twentieth century the left appropriated the term to refer to a broader vision of 
eliminating all forms of oppression, not just those involving coercive forms of denial of individual liberties. I am 
using the term in this broader sense.  
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state have examined the way in which state structures and policies have systematically reinforced 
the subordination of women and various forms of gender inequality. All of this research is meant 
to show that gender inequality and domination are not simply the result of “natural” biological 
difference between men and women, but rather are generated by social structures, institutions, 
and practices.  A similar set of observations could be made about empirical research inspired by 
the Marxist tradition of emancipatory theory, by theories of racial oppression, and by radical 
environmentalism. In each of these traditions much of the research that is done consists in 
documenting the harms generated by existing social structures and institutions, and attempting to 
identify the causal processes which generate those harms. 

 Diagnosis and critique is closely connected to questions of social justice and normative 
theory. To describe a social arrangement as generating “harms” is to infuse the analysis with a 
moral judgment.2 Behind every emancipatory theory, therefore, there is an implicit theory of 
justice, some conception of what conditions would have to be met before the institutions of a 
society could be deemed just.  

 Underlying the analysis in this book is what could be called a radical democratic 
egalitarian understanding of justice. It rests on two broad normative claims, one concerning the 
conditions for social justice and the other for political justice: 

1. Social justice: In a socially just society, all people would have broadly equal access to 
the necessary material and social means to live flourishing lives. 

2. Political justice: In a politically just society, all people would have broadly equal 
access to the necessary means to participate meaningfully in decisions about things 
which affect their lives. This includes both the freedom of individuals to make choices 
that affect their own lives as separate persons, and their capacity to participate in 
collective decisions which affect their lives as members of a broader community. 

Both of these claims are fraught with philosophical difficulty and controversy, and I will not 
attempt here to provide a fully elaborated defense. Nevertheless, it will be helpful to clarify the 
meaning and implications of these two principles and explain the grounds on which I believe 
they provide a foundation for the diagnosis and critique of social institutions. 

Social Justice 

The conception of social justice which animates the critique of capitalism and the search for 
alternatives in this book revolves around three ideas: human flourishing; necessary material and 
social means; broadly equal access. 

                                                 
2 It is, of course, possible for someone to agree that contemporary capitalism generates harms and human suffering 
and still also argue that this is not an injustice. One might believe, as many libertarians do, that people have the right 
to do what they want with their property even if alternative uses of their property would reduce human suffering. A 
consistent libertarian could accept the diagnosis that capitalism generates large deficits in human flourishing, and yet 
argue that it would be a violation of individual liberty and thus unjust to force people to use their property in ways 
other than of their choosing. Nevertheless, most people believe that when institutions generate systematic and 
pervasive harms in the lives of people, that such institutions are likely also to be unjust. This of course still does not 
mean that people who acknowledge the injustice of capitalism will necessarily want to change it in any fundamental 
way, since there are other things besides justice which people care about.  
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 “Human flourishing” is a broad, multidimensional umbrella concept, covering a variety of 
aspects of human well being.3 It is like the idea of “health”, which has both a restrictive meaning 
as the absence of diseases that interfere with ordinary bodily functioning, and an expansive 
meaning as robust physical vitality. The restrictive meaning of human flourishing concerns the 
absence of deficits that undermine ordinary human functioning. This includes things like hunger 
and other material deprivations, ill-health, social isolation, and the psychological harms of social 
stigma. This is a heterogeneous list – some elements refer to bodily impairments, others to social 
and cultural impairments. But they all, through different mechanisms, undermine basic human 
functioning. A just society is one in which all people have unconditional access to the necessary 
means to flourish in this restrictive sense of satisfaction of needs for basic human functioning.4  

 The expansive idea of flourishing refers to the various ways in which people are able to 
develop and exercise their talents and capacities, or, to use another expression, to realize their 
individual potentials. This does not imply that within each person there is some unique, latent, 
natural “essence” that will grow and become fully realized if only it is not blocked. The 
expansive idea of individual flourishing is not the equivalent of saying that within every acorn 
lies a mighty oak: with proper soil, sun and rain the oak will flourish and the potential within the 
acorn will be realized as the mature tree. Human talents and capacities are multidimensional; 
there are many possible lines of development, many different flourishing mature humans that can 
develop from the raw material of the infant. These capacities are intellectual, artistic, physical, 
social and moral and spiritual. They involve creativity as well as mastery. A flourishing human 
life is one in which these talents and capacities develop. 

The idea of human flourishing is neutral with respect to the various ways of life that can be 
constructed around particular ways of flourishing. There is no implication that intellectual 
capacities are more worthy of development than physical capacities or artistic capacities or 
spiritual capacities, for example. There is also no supposition that in order to flourish human 
beings must develop all of their capacities: people have many different potentials, and it is 
impossible in general that all of these potentials can be realized, regardless of the access to 
material and social means.5  

                                                 
3 Philosophers discussing egalitarian conceptions of social justice have used a variety of terms to identify the source 
of their moral concern: happiness, welfare, wellbeing, flourishing. There are advantages and disadvantages to each 
of these, and in practice it may not matter a great deal which is used to anchor a discussion of justice. I prefer 
“flourishing” because it is a broad idea of wellbeing and because many aspects of flourishing refer to objective 
properties not just subjective states.  
4 The restrictive sense of flourishing elaborated here corresponds closely to Amartya Sen’s notion of “capabilities” 
and basic functioning. In his analysis, societies should be judged not on the basis of how much income they generate 
per capita, but on the extent to which the provide basic capabilities to all.  See Amartya Sen, Development as 
Freedom  (Oxford: Oxford University Press, 1999). See also Martha C, Nussbaum, Women and Human 
Development: the Capabilities Approach (Cambridge: Cambridge University Press, 2000) for an elaboration of the 
idea of flourishing as a core ideal of the good society. 
5 The multidimensionality of the idea of flourishing also means that there is no bottom-line metric that would enable 
one to always say unambiguously something like “person X is flourishing more than person Y”, since any given life 
is likely to combine flourishing and deficits along different dimensions. This is like the problem in talking about 
how healthy a person is in physical terms: one person has chronic back pain, another has asthma. Who is 
“healthier?” One can specify this question with respect to particular tasks and contexts and perhaps provide an 
answer – asthma does not impede the ordinary functioning of sitting at a desk and back pain does not impede the 
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Crucially, to develop and exercise these potentials requires material resources and 
appropriate social conditions. The importance of material resources for human flourishing is 
obvious. Certainly without things like adequate nutrition, housing, clothing, and personal 
security it is difficult for most people to flourish in either the restrictive or expansive sense. But 
the development of intellectual, physical and social capacities requires much more than simple 
material necessities. It requires access to educational settings within which learning takes place 
and talents are cultivated, not just in childhood, but throughout life. It requires access to work 
settings where skills can be developed and exercised and activity is to a substantial extent self-
directed. It requires communities which provide opportunities for active participation in civic 
affairs and cultural activities.  

A just society is one in which everyone has broadly equal access to these conditions. “Equal 
access” is a criterion for equality that is similar to the idea of “equal opportunity.” The difference 
is that equal opportunity would be satisfied by a fair lottery in which some people ended up with 
ample means to live a flourishing life and others lived in abject poverty so long as everyone had 
exactly the same chance of winning the lottery in the first place, whereas the “equal access” 
criterion is inconsistent with a lottery.6   

Equal access does not imply that everyone should receive the same income or have identical 
material standards of living, both because the “necessary means” to flourish will vary across 
people and because some amount of inequality is consistent with everyone still having equal 
access to the necessary means to live flourishing lives.7 Nor does the radical egalitarian view 
imply that everyone would in fact flourish in a just society, but simply that any failures to do so 
would not be due to inequalities in access to the necessary social and material resources needed 
to flourish.  

                                                                                                                                                             
ordinary functioning of breathing on a smoggy day. But there is no way of rendering these two conditions 
commensurable on a one-dimensional healthiness scale in a way that would provide a simple answer to the question 
“who has greater health”?  Nevertheless, in spite of this problem one can talk about the ways in which a given 
society promotes or impedes wellness, and it therefore is possible to use health-promotion as an evaluative criterion 
for institutions.  Because of this multidimensional complexity, it is entirely possible that a given institutional 
arrangement promotes human flourishing in some respects and impedes it in others. This, in turn, may make it 
problematic to unequivocally proclaim that human flourishing would be enhanced by a particular change in 
institutions. This does not, however, mean that the idea of human flourishing is not an appropriate value for 
evaluating institutions. It just means that the evaluations may not always be simple and unequivocal. 
6 Equal opportunity is also associated with the idea of “starting gate equality” which suggests that so long as 
everyone has equal opportunity up until they are adults, then if some people squander their opportunities, their 
subsequent lack of access to the conditions to live a flourishing life would not constitute a failure of justice. “Equal 
access to the necessary social and material means to live a flourishing life” suggests that ideally people should have 
life-long access to the means to live a flourishing life. While there may be pragmatic constraints on this ideal, and of 
course there are complex issues bound up with incentives and “personal responsibility”, the ideal remains that all 
human beings should have such access. 
7 The point here is similar to the normative rule, as expressed by William Ryan, of “Fair Shares until everyone has 
enough; Fair Play for the surplus” (Equality, New York: Pantheon Books, 1981) p. 9. “Enough” can either refer to 
the necessary means to securely satisfy basic needs (in which it corresponds to what I have termed the restrictive 
sense of flourishing) or enough to live a flourishing life in the more expansive sense.  The idea expressed is that 
once this condition is satisfied, “fair play” rather than fair shares should become the operative principle of justice.  
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This conception of social justice does not simply concern class inequalities; it also 
condemns inequalities based on gender, race, physical disabilities, and any other morally 
irrelevant attribute which interferes with a person’s access to the necessary material and social 
means to live a flourishing life. This is why the inclusion of social means is crucial, since 
disrespect, discrimination and social exclusion based on status attributes can constitute as serious 
impediments to flourishing as economic inequality. The radical egalitarian conception of social 
justice proposed here, therefore, includes what Nancy Fraser has called the politics of 
recognition as well as material distribution.8 

While the conception of flourishing proposed here does not privilege particular ways of 
flourishing, it is not neutral with respect to those cultural conceptions of the “good life” which 
inherently deny some categories of people equal access to the conditions to flourish. A culture 
which designates some ethnic or racial or caste groups as unworthy of having access to the 
material and social means to develop their human capacities is unjust. This conception of social 
justice is also violated by cultures which insist that the highest form of flourishing for women is 
to be attentive wives serving the needs of their husbands and dedicated mothers raising children. 
Women can certainly flourish as dedicated mothers and attentive wives, but a culture which 
pressures women into these roles and restricts the ability of girls to develop other capacities and 
talents violates the principle of equal access to the material and social means to live a flourishing 
life. Such a culture supports an injustice by the standards proposed here.9 

The radical egalitarian conception of social justice is not restricted to the nation state as the 
only appropriate social arena for egalitarianism. The principle that all people should have 
broadly equal access to the necessary social and material means to live flourishing lives applies 
to all people, and thus at its deepest level it is a global principle for humanity. It is unjust that a 
person born in Guatemala has much less access to the material and social conditions for living a 
flourishing life than a person born in Canada. As a tool for criticism, therefore, the egalitarian 
ideal can be directed at any social unit within which access to resources is structured through 
rules and powers. A family can be criticized as unjust when members have unequal access to the 
means to live flourishing lives available within the family; and global institutions can be 
criticized as unjust when they enforce rules which sustain such inequality on a global scale. In 
practical terms most discussions of social justice focus mainly on the problem of justice within 
                                                 
8 “Recognition” refers to the social practices through which people communicate mutual respect and validate their 
standing as moral equals within a society. See Nancy Fraser, “Rethinking Recognition,” New Left Review 3, May-
June 2000. The issue of material distribution and moral recognition are, of course, interconnected, since the denial of 
respect (“misrecognition” and stigma) can reinforce material disadvantages, and class inequalities themselves also 
impose harms of disrespect. For a discussion of the interconnection of class and recognition, see Andrew Sayer, The 
Moral Significance of Class (Cambridge: Cambridge University Press, 2005) 
9 The claim that some cultures systematically support certain forms of injustice is a particularly controversial aspect 
of the radical democratic egalitarian conception of justice being proposed here, for it implies a critique of the core 
values linked to certain cultures. Some people regard such critique as implying a Eurocentric or “Western” bias. I 
would argue that while it may be historically the case that the kinds of universalistic conceptions of human 
flourishing I am advocating are linked to Western culture, such universalism is not a uniquely Western trait, and a 
theory of justice linked to such universalism does not merely reflect the parochial perspective of Western 
individualism. Furthermore, by the standards I am defending here, Western cultures also, in certain key respects, 
support injustice, especially through the endorsement of coercively enforced private property and strong versions of 
competitive individualism. 
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the bounded social entities we call “nation states” since these are the social units within which 
political agency for social change remains largely concentrated, but this practical constraint does 
not define the core principle itself.10  

It is, of course, not a simple matter to specify the institutional arrangements which would in 
practice satisfy this criterion for a just society. Any attempt at doing so would have to contend 
with a range of difficult issues: How is the moral conviction about the just distribution of access 
to resources balanced against pragmatic considerations of producing the social and material 
means for flourishing? Some talents will contribute more than others to creating the social and 
material conditions for human flourishing. Should these kinds of talents be encouraged over 
others through the use of various kinds of incentives? And, if so, doesn’t this violate the equal 
access idea? Some talents are more costly to develop than others, and since in the aggregate there 
is likely to be a budget constraint on the resources available for the development of talents, this 
may make it impossible to give everyone equal access to the necessary means to develop 
whatever talents they might want to develop. Equal access to the means to flourish thus may not 
mean equal access to the necessary means to cultivate whatever talents one wants to cultivate. A 
full philosophical defense of the ideal of equal access to the conditions to live a flourishing life 
would have to contend with these, and other, problems. But whatever else is entailed by this 
ideal, it certainly implies access to the necessary means to satisfy basic needs for food, clothing, 
shelter, and health, as well as the means to develop and exercise some of one’s talents and 
capacities and the means to be a full participant in the social life of the society in which one 
lives. We do not live in such a world.  

Political Justice 

The second normative principle underlying the diagnosis and critique in this book concerns 
individual freedom and democracy. These two ideas are linked here because they both concern 
the power of people to make choices about things which affect their lives. This is the core 
principle: people should control as much as possible those decisions which affect their lives.  
“Freedom” is the power to make choices over one’s own life; “democracy” is the power to 
participate in the effective control of collective choices that affect one’s life as a member of the 
wider society. The democratic egalitarian principle of political justice is that all people should 
have equal access to the powers needed to make choices over their own lives and to participate in 
collective choices that affect them because of the society in which they live. 

 This egalitarian understanding of freedom recognizes the central liberal ideals of individual 
rights and autonomy, ideals which seek to minimize the extent to which individuals are subjected 
to external coercion. It differs from standard liberal formulations by also emphasizing the 
egalitarian principle that all people should have equal access to powers needed to make choices 
over their own lives and not simply be equally protected from coercion by others. This 
corresponds to what Philippe van Parijs has called “real freedom for all”.11 Real freedom implies 

                                                 
10 It is important to clear on this point: the moral universe for egalitarian ideals is global – humanity as a whole – but 
the struggles for these ideals are deeply shaped by the practical constraints of different arenas for agency.  
11 Philippe van Parijs, Real Freedom for All (Oxford: Oxford University Press, 1997) 
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that people have actual capacities to make choices that matter to them, and this requires that they 
have access to the basic resources needed for acting on their life plans.12 

The democratic dimension of political justice concerns equal access to the political means 
necessary to participate in collective decisions over issues that affect one’s life as a member of a 
society. This affirms not simply that in a democracy there should be formal political equality – 
all people should have equal legal access to the means of political participation – but that 
democracy needs to be empowered in ways which enable people to collectively control their 
common fate. Mostly, in contemporary society, people hold a fairly restrictive view of 
democracy. On the one hand, many issues of crucial public importance are not seen as 
legitimately subjected to democratic decision-making. In particular, many economic decisions 
which have massive affects on our collective fate are seen as “private” matters to be made by 
executives and owners of large corporations. The demarcation between “public” and “private” is 
anchored in a relatively strong conception of private property which significantly insulates a 
wide range of decisions over economic resources and activities from intrusive democratic 
control. On the other hand, even for those issues which are seen as legitimate objects of public 
control, popular democratic empowerment is quite limited. Electoral politics are heavily 
dominated by elites, thus violating democratic principles of political equality, and other venues 
for popular participation are generally of largely symbolic character. Ordinary citizens have few 
opportunities for meaningfully exercising the democratic ideal of “rule by the people.”  

 Radical democracy, in contrast, argues for an expansive understanding of democracy. The 
ideal of political equality of citizens requires strong institutional mechanisms for blocking the 
translation of private economic power into political power. The scope of democratic decision is 
enlarged to all domains with important public consequences. And the arenas for empowered 
citizen participation extend beyond casting ballots in periodic elections.  

 Radical democracy is both an ideal in its own right – people should have the right to 
participate meaningfully in decisions which affect their lives – and an instrumental value – the 
realization of the radical egalitarian principle of social justice in terms of human flourishing 
would be facilitated by radical democratic institutions of political power.  The combination of 
the radical egalitarian view of social justice and the radical democratic view of political power 
can be called democratic egalitarianism. This defines the broad normative foundation for the 
diagnosis and critique of existing institutions and the search for transformative alternatives in 
this book. 

VIABLE ALTERNATIVES  

 The second task of emancipatory social science is to develop a coherent, credible theory of 
the alternatives to existing institutions and social structures that would eliminate, or at least 
significantly mitigate the harms and injustices identified in the diagnosis and critique. Social 
alternatives can be elaborated and evaluated in terms of three different criteria: desirability, 

                                                 
12 Egalitarian distributions of material resources thus have two distinct justifications: Social justice requires equal 
access to the necessary material means to live a flourishing life; political justice requires equal access to the 
necessary material means for real freedom. These two rationales for an egalitarian distribution of material resources 
are connected insofar as real freedom itself contributes to human flourishing.   
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viability, and achievability. As illustrated in Figure 1, these are nested in a kind of hierarchy: not 
all desirable alternatives are viable, and not all viable alternatives are achievable.  

-- Figure 1 about here --  

Desirability. The exploration of desirable alternatives, without the constraints of viability or 
achievability, is the domain of utopian social theory and much normative political philosophy. 
Typically such discussions are institutionally very thin, the emphasis being on the enunciation of 
abstract principles rather than actual institutional designs. Thus, for example, the Marxist 
aphorism to describe communism as a classless society governed by the principle “to each 
according to need, from each according to ability,” is almost silent on the actual institutional 
arrangements which would make this principle operative. Liberal theories of justice similarly 
elaborate and defend the principles that should be embodied in the institutions of a just society 
without systematically exploring the problem of whether sustainable, robust institutions could 
actually be designed to carry out those principles in the pure form in which they are 
formulated.13 These kinds of discussions are important, for they can contribute much to clarify 
our values and strengthen our moral commitment to the arduous business of social change. But 
purely utopian thinking about alternatives may do relatively little to inform the practical task of 
institution building or to add credibility to challenges of existing institutions.  

Viability. The study of viable alternatives asks of proposals for transforming existing social 
structures and institutions whether, if implemented, they would actually generate in a 
sustainable, robust manner, the emancipatory consequences that motivated the proposal. A 
common objection to radical egalitarian proposals is “sounds good on paper, but it will never 
work.”  The best known example of this problem is comprehensive central planning, the classic 
form in which revolutionaries attempted to realize socialist principles. Socialists had sharp 
criticisms of the anarchy of the market and its destructive effects on society and believed that a 
rationally planned economy would improve the lives of people. The institutional design that 
seemed to make this possible was centralized comprehensive planning. As it turned out, there are 
a range of “perverse” unintended consequences of comprehensive central planning which subvert 
its intended goals, both because of the information overload generated by complexity and a range 
of problems linked to incentives. Another example of the viability problem is the proposal for a 
generous unconditional basic income, a proposal we will discuss in chapter 6. Suppose everyone 
were given, with no conditions or restrictions whatsoever, a monthly stipend sufficient to live at 
a socially respectable standard of living. There are many reasons why from the moral standpoint 
of radical egalitarian views of social justice, this could be seen as a desirable alternative to 

                                                 
13 Moral philosophers argue that ought implies can – there is no moral imperative to do the impossible – and thus, at 
least implicitly, arguments about what would constitute a “just society” – a desirable alternative to the present world 
– require that viable institutions could in principle be constructed to actualize those principles. In practice, however, 
very little attention is given to these issues in most political philosophy. John Rawls, for example, argues that his 
“liberty principle” is lexically prior to his “difference principle” – that is, it has absolute priority and must be fully 
satisfied before the difference principle kicks in. He does not ask if this is possible in real institutions: perhaps a 
world in which the liberty principle was given this kind of absolute priority would be unstable and self-contradictory 
in practice. Furthermore, some violation of the liberty principle may be a necessary condition for making substantial 
headway on the egalitarian goals of the difference principle, so some kind of “balance” between the two principles 
would be both superior morally and more stable sociologically. These are the kinds of issues addressed in 
discussions of viability. 
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existing processes of economic distribution. Yet there are skeptics who argue that a generous 
basic income is not a viable alternative to the existing world: perhaps it would create perverse 
incentives and everyone would become couch potatoes; perhaps the tax rates would have to be so 
high that it would stifle economic activity; perhaps it would trigger such resentment towards 
people who lived entirely on the basic income by those who combined the basic income with 
labor market earnings, that an unconditional basic income could not be politically stable. The 
discussion of the viability of alternatives explores these kinds of issues. 

 The viability of a specific institutional design for realizing emancipatory goals, of course, 
may depend heavily on historical context and various kinds of side conditions. For example, a 
generous unconditional basic income may be viable in a country in which there is a strong 
culturally-rooted work ethic and sense of collective obligation, because in such a society there 
would be relatively few people who decide to consume the basic income without any reciprocal 
contribution, but not viable in a highly atomistic, selfish consumerist society. Or, a basic income 
could be viable in a society that already had developed over a long period a generous 
redistributive welfare state based on a patchwork of targeted programs, but not in a society with 
a miserly, limited welfare state. Discussions of viability, therefore, also include discussions of 
the contextual conditions-of-possibility for particular designs to work well.  

 The exploration of viable alternatives brackets the question of their practical achievability 
under existing social conditions. Some people might argue: what’s the point of talking about 
some theoretically viable alternative to the world in which we live if it is not strategically 
achievable? The response to the skeptic is this: there are so many uncertainties and contingencies 
about the future, that we cannot possibly know now what really are the limits of achievable 
alternatives in the future. Think about the Soviet Union in 1987. No one thought that the 
destruction of the Soviet State and a transition to capitalism would be achievable within a few 
years. Perhaps we can say something about what sorts of changes we can struggle for right now, 
what kinds of coalitions are formable and which are unformable under existing conditions, what 
sorts of political strategies are likely to be effective and ineffective in the immediate future. But 
the further we look into the future, the less certain we can be about the limits on what is 
achievable.  

 Given this uncertainty about the future, there are two reasons why it is important to have as 
clear-headed understandings as possible of the range of viable alternatives to the world in which 
we live, alternatives which, if implemented, would stand a good chance of being sustainable. 
First, developing such understandings now makes it more likely that, if in the future historical 
conditions expand the limits of achievable possibility, social forces committed to emancipatory 
social change will be in a position to formulate practical strategies to implement the alternative. 
Viable alternatives are more likely to eventually become achievable alternatives if they are well 
thought out and understood. Second, the actual limits of what is achievable depend in part on the 
beliefs people hold about what sorts of alternatives are viable. This is a crucial point and 
fundamental to sociological understandings of the very idea of their being “limits of possibility” 
for social change: social limits of possibility are not independent of beliefs about those limits. 
When a physicist argues that there is a limit to the maximum speed at which things can travel, 
this is meant as an objective constraint operating independently of our beliefs about speed. 
Similarly, when a biologist argues that in the absence of certain conditions, life is impossible, 
this is a claim about objective constraints. Of course both the physicist and the biologist could be 
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wrong, but the claims themselves are about real, untransgressable limits of possibility. Claims 
about social limits of possibility are different from these claims about physical and biological 
limits, for in the social case the beliefs people hold about limits systematically affect what is 
possible. Developing systematic, compelling accounts of viable alternatives to existing social 
structures and institutions of power and privilege, therefore, is one component of the social 
process through which the social limits on achievable alternatives can themselves be changed. 

 It is no easy matter to make a credible argument that “another world is possible”.  People 
are born into societies that are always already made. The rules of social life which they learn and 
internalize as they grow up seem natural. People are preoccupied with the tasks of daily life, with 
making a living, with coping with life’s pains and enjoying life’s pleasures. The idea that the 
social world could be deliberately changed in some fundamental way that would make life 
significantly better for most people seems pretty far-fetched, both because it is hard to imagine 
some dramatically better workable alternative and because it is hard to imagine how to 
successfully challenge existing institutions of power and privilege in order to create the 
alternative. Thus even if one accepts the diagnosis and critique of existing institutions, the most 
natural response for most people is probably a fatalistic sense that there is not much that could be 
done to really change things. 

 Such fatalism poses a serious problem for people committed to challenging the injustices 
and harms of the existing social world since fatalism and cynicism about the prospects for 
emancipatory change reduce the prospects for change. One strategy, of course, is to just not 
worry too much about having a scientifically credible argument about the possibilities for radical 
social change, but instead try to create an inspiring vision of a desirable alternative, grounded in 
anger at the injustices of the world in which we live and infused with hope and passion about 
human possibilities. At times, such charismatic wishful thinking has been a powerful force, 
contributing to the mobilization of people for struggle and sacrifice. But it is unlikely to form an 
adequate basis for transforming the world in ways that actually produce a sustainable 
emancipatory alternative. The history of the human struggles for radical social change is filled 
with heroic victories over existing structures of oppression followed by the tragic construction of 
new forms of domination, oppression and inequality.  The second task of emancipatory social 
science, therefore, is to develop in as systematic a way as possible a scientifically grounded 
conception of viable alternative institutions.  

Achievability. Developing coherent theories of achievable alternatives is the central task for the 
practical work of strategies for social change. This turns out to be a very difficult undertaking, 
both because views about achievability are vulnerable to “wishful thinking”, and because of the 
high levels of contingency of conditions in the future which will affect the prospects of success 
of any long-term strategy.  

 As in the case of viability, achievability is not really a simple dichotomy between the 
achievable and the unachievable: different projects of institutional transformation have different 
prospects for ever being implemented. The probability that any given alternative to existing 
social structures and institutions could be implemented some time in the future depends upon 
two kinds of processes: First, it depends upon the consciously pursued strategies and the relative 
power of social actors who support and oppose the alternative in question. Strategy matters 
because emancipatory alternatives are very unlikely to just “happen”; they can only come about 
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because people work to implement them, and are able to overcome various obstacles and forms 
of opposition. The probability of ultimate success, then, depends upon the balance of power of 
contending social forces consciously attempting to implement and resist emancipatory 
transformation. Second, the probability of any given alternative being implemented depends 
upon the trajectory over time of a wide range of social structural conditions that affect the 
possibilities of success of these strategies.14  This trajectory of conditions is itself partially the 
result of the cumulative unintended effects of human action, but it is also the result of the 
conscious strategies of actors to transform the conditions of their own actions. The achievability 
of an alternative, thus, depends upon the extent to which it is possible to formulate coherent, 
compelling strategies which both help create the conditions for implementing alternatives in the 
future and have the potential to mobilize the necessary social forces to support the alternative 
when those conditions occur. Developing an understanding of these issues is the objective of the 
third general task of emancipatory social science: the theory of transformation. 

TRANSFORMATION 
The third task of emancipatory social science is elaborating a theory of social 

transformation. We can think of emancipatory social science as a theory of a journey from the 
present to a possible future: the diagnosis and critique of society tells us why we want to leave 
the world in which we live; the theory of alternatives tells us where we want to go; and the 
theory of transformation tells us how to get from here to there – how to make viable alternatives, 
achievable.  

 A theory of transformation involves four central components:  

(1). A theory of social reproduction. A central proposition of all theories of social emancipation 
is that the structures and institutions that generate the forms of oppression and social harms 
identified in the diagnosis and critique of society do not continue to exist simply out of some law 
of social inertia; they require active mechanisms of social reproduction. This proposition is based 
on a counterfactual argument: since these structures and institutions impose real harms on 
people, in the absence of some active process of social reproduction, the people harmed by the 
existing social arrangements would resist these harms and challenge these institutions in ways 
which would result in their transformation. The relative stability of oppressive structures and 
institutions, therefore, depends upon the existence a variety of interconnected mechanisms of 
social reproduction which block or contain such challenge. In order to transform those 

                                                 
14 To quote (out of context) Marx’s famous aphorism: “[people] make their own history, but they do not make it just 
as they please; they do not make it under circumstances chosen by themselves, but under circumstances directly 
encountered, given and transmitted from the past.” (Karl Marx, The Eighteenth Brumaire of Louis Bonaparte. 1852 
[1977]: 97) The quote is usually taken to mean that social structures impose constraints on human agency, but the 
actual context of the quote is about the mental conditions of action. The full quote continues: “The tradition of all 
the dead generations weighs like a nightmare on the brain of the living. And just when they seem engaged in 
revolutionizing themselves and things, in creating something that has never yet existed, precisely in such periods of 
revolutionary crisis they anxiously conjure up the spirits from the past to their service and borrow from them names, 
battle cries and costumes in order to present the new scene of world history in this time-honored disguise and this 
borrowed language.” (p.97) Even though Marx’s point was focused on these kinds of cultural constraints on 
transforming the world, the more general idea is that collective strategies encounter conditions which are not 
themselves directly amenable to strategic choice. 
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institutions, therefore, we must develop a scientific understanding of how this reproduction 
occurs.   

(2) A theory of the gaps and contradictions within the process of reproduction. If it were the case 
that the process of social reproduction was a completely coherent, pervasively integrated system, 
then there would be little possibility for deliberate strategies of social transformation. 
Emancipatory change might still happen, but only as the outcome of unintended trajectories of 
change operating “behind the backs” of people. Some theories of society come close to affirming 
this kind of totalizing view of social reproduction: domination is so pervasive and coherent, that 
all acts of apparent resistance merely serve to further stabilize the system of domination itself. 
Such theories may still embody a diagnosis and critique of society, but they ultimately reject the 
possibility of an emancipatory social science, for they provide no grounds for believing that 
effective struggles for emancipatory transformation are possible, and thus scientific knowledge 
cannot contribute to challenging forms of oppression.15 An emancipatory theory of social 
transformation needs to examine the cracks in the edifice, the contradictions and gaps in the 
process of social reproduction, the ways in which social reproduction is prone to failures – in 
short, the various ways in which the process of social reproduction opens up spaces in which 
collective struggles for new possibilities are possible.  

However, if we take seriously emancipatory social science as a form of science, not just 
philosophical critique, then we cannot assume a priori that sufficiently sharp contradictions of 
social reproduction exist to allow for effective emancipatory challenge. The search for 
contradictory processes that open spaces for emancipatory transformation is a central part of the 
agenda, but the discovery of such possibilities depends upon the progress of knowledge.  

(3) A theory of the underlying dynamics and trajectory of unintended social change. 
Emancipatory social science aspires to include not simply a sociological theory of social 
reproduction and social contradictions, but also a systematic theory of the dynamic trajectory of 
unintended social change. In order to formulate compelling long term projects of social 
transformation, it is obviously desirable to understand not simply the obstacles and openings for 
strategies in the present, but how those obstacles and opportunities are likely to develop over 
time. This was the central thrust of the theory of history – historical materialism – in classical 
Marxism: it proposed a systematic, coherent account of the dynamic tendencies inside of 
capitalism which propelled it along a particular trajectory of unintended social change. This 
trajectory was not itself willed by anyone, it was not the result of a conscious project of 
generating this trajectory; it was the unintended by-product of the strategies of actors pursuing 
their goals within the existing structure of social relations. Historical materialism in effect 
proposed a broad-stroke history of the future. If this theory were adequate, it would be of 
enormous help in formulating long-term strategies for emancipatory transformation since it 
would give actors a sense of how the obstacles and opportunities for struggles were likely to 
                                                 
15 The theoretical framework for analyzing power and domination elaborated by Michel Foucault sometimes comes 
very close to this view of totalizing, untransformable power relations. Resistance happens, but its transformative 
potential is denied. To a somewhat lesser extent, much of Pierre Bourdieu’s work on social reproduction, with his 
emphasis on deeply engrained “habitus” (internalized dispositions) offers very little room for strategic challenge and 
transformation. Social change can happen, and perhaps this might be emancipatory in some historical moments 
where the match between internalized dispositions and social spaces is disrupted, but this is unlikely to be the result 
of collective projects of emancipatory transformation.  
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evolve over time. 

 As we will see in chapter 4, I do not believe that this classical theory of the immanent 
tendencies of social change is satisfactory, but I also do not believe that any compelling 
alternative has been developed. We may have good scientific understanding of the mechanisms 
of social reproduction and their contradictions, but not of the immanent tendencies of social 
development generated by the interplay of reproduction, contradictions, and social action. The 
absence of a compelling theory of the dynamic trajectory of social change is thus a significant 
gap in emancipatory social science. It means that the formulation of robust projects of 
emancipatory social transformation necessarily must be formulated with relatively thin 
knowledge of the likely conditions to be faced in the future. This poses an interesting challenge: 
any plausible project of emancipatory transformation must adopt a long time horizon, for the 
kinds of fundamental structural and institutional changes needed for a creating democratic 
egalitarian society cannot be achieved in the immediate future, and yet our capacity to generate 
scientifically credible knowledge about social conditions beyond the near future is very limited. 
There is thus a gap between the time-horizons of scientific theory and the time-horizons of 
transformative struggles. 

(4). A theory of collective actors, strategies, and struggles.  In the end, if emancipatory visions of 
viable alternatives are to become the actual real utopias of achieved alternatives it will be the 
result of conscious strategies by people committed to democratic egalitarian values. The final 
central component of a theory of social transformation, therefore, is a theory of strategies of 
collective action and transformative struggle. The theory of social reproduction maps out the 
obstacles to social change we face. The theory of contradictions helps us understand the 
opportunities that exist in spite of those obstacles. The theory of dynamic trajectory – if we had 
such a theory – would tell us how these obstacles and opportunities are likely to evolve over 
time. And the theory of transformative strategy helps us understand how we can collectively 
contend with the obstacles and take advantage of the opportunities to move us in the direction 
social emancipation.  
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There is a great distance between the radical democratic egalitarian ideal and the social 

reality of the world in which we live. The dream of democratic egalitarians is to create the 
institutions needed to further the realization of that ideal. The first step in turning the dream into 
a practical ambition is to figure out what it is about the world in which we live that obstructs this 
realization. This diagnosis of the world of the actual provides the empirical context for exploring 
the world of the possible.  

In this chapter we will focus on the problem of the ways the economic structures of 
capitalism violate the normative ideals of radical democratic egalitarianism. This focus is not 
because all of the deficits in the radical democratic egalitarian ideal can be traced to the 
capitalism.  Radical democratic egalitarianism is an encompassing moral conviction that 
challenges all social and cultural practices that generate inequalities in access to the material and 
social conditions for human flourishing, and challenges all obstructions to equal access to the 
conditions for individual real freedom and collectively empowered democracy. These include 
structures of power and privilege linked to gender, race, ethnicity, sexuality, nationality, and 
citizenship. The idea of envisioning real utopias, therefore, must ultimately include an account of 
institutional arrangements for robust egalitarianism on all of these dimensions. Nevertheless, 
since capitalism so pervasively and powerfully structures the prospects of both egalitarian 
conditions for human flourishing and democratic empowerment, any radical democratic 
egalitarian project of social transformation must come to terms with the nature of capitalism and 
the prospects for its transformation. This is an especially urgent task at the beginning of the 21st 
century since capitalism has become such a taken-for-granted form of economic structure. This is 
where we will begin. 

DEFINING CAPITALISM: A BRIEF EXPOSITION  
Capitalism is a particular way of organizing the economic activities of a society. It can be 
defined along two primary dimensions: the nature of its class relations, and its central 
mechanisms of economic coordination.  

 Class relations are the social relations through which the means of production are owned and 
power is exercised over their use. In capitalism, the means of production are privately owned and 
the use of those means of production is controlled by those owners or their surrogates. The 
means of production by themselves, of course, cannot produce anything; they have to be set in 
motion by human laboring activity of one sort or another. In capitalism, this labor is provided by 
workers who do not own the means of production and who, in order to acquire an income, are 
hired by capitalist firms to use the means of production. The fundamental class relation of 
capitalism, therefore, is the social relation between capitalists and workers.1  

                                                 
1 This is a highly simplified and abstract view of the class structure of capitalism in which there are only two class 
locations, workers and capitalists. While this is the core or fundamental class relation of capitalism, actual capitalist 
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 Economic coordination in capitalism is accomplished primarily through mechanisms of 
decentralized voluntary exchange by privately contracting parties – or what is generally called 
“free markets” – through which the prices and quantities of the goods and services produced are 
determined. Market coordination is conventionally contrasted with authoritative state 
coordination, in which the power of the state is used to command the allocations of resources to 
different purposes.2 The famous metaphor of “the invisible hand” captures the basic idea: 
individuals and firms, simply pursuing their own private interests, engage in bargaining and 
voluntary exchanges with other individuals and firms, and out of this uncoordinated set of micro-
interactions comes an economic system that is more or less coordinated at the aggregate level.  

 The combination of these two features of capitalism – class relations defined by private 
ownership and propertyless workers, and coordination organized through decentralized market 
exchanges – generates the characteristic competitive drive for profits and capital accumulation of 
capitalist firms. Each firm, in order to survive over time, must compete successfully with other 
firms. Firms that innovate, lower their costs of production, and increase their productivity can 
under-cut their rivals, increase their profits and thus expand at the expense of other firms. Each 
firm faces these competitive pressures, and thus in general all firms are forced to seek 
innovations of one sort or another in order to survive. The resulting relentless drive for profits 
generates the striking dynamism of capitalism relative to all earlier forms of economic 
organization.  

 Actual capitalist economies, of course, are much more complex than this. As economic 
sociologists stress, no capitalist economy could function effectively, or even survive, if it 
consisted exclusively of the institutions of private property and market competition. Many other 
institutional arrangements are needed to make capitalism actually work and are present in the 
social organization of all real capitalist economies. These institutional properties of real capitalist 
economies vary considerably over time and place. The result is a wide variety of real-world 
capitalisms, all of which differ from the abstract model of “pure” capitalism. Some capitalisms, 
for example, have strong, affirmative states which regulate many aspects of the market and 
empower workers in various ways to control certain aspects of the labor process. These are 
capitalist economies in which the “private” in “private ownership” has been partially eroded, and 
the voluntary exchange in markets is constrained by various institutional devices. In some 
capitalisms both firms and workers are organized into various kinds of collective associations 
that provide significant forms of coordination distinct from both market and state coordination. 
Trade associations, unions, chambers of commerce, and other kinds of association help constitute 
                                                                                                                                                             
societies contain a variety of other kinds of class locations, particularly those loosely grouped under the heading “the 
middle class”, that do not neatly fit into one or the other of these two polarized categories. For an extended 
discussion of the problem of combining the simple, abstract idea of a polarized class relation between capitalists and 
workers with the complexity of actual class structures, see Erik Olin Wright, Class Counts (Cambridge University 
Press, 1997), chapter 1. For a collection of alternative approaches to understanding class, see Erik Olin Wright 
(editor), Approaches to Class Analysis (Cambridge: Cambridge University Press, 2005). 
2 State and Market are not exhaustive of mechanisms of economic coordination. As many economic sociologists 
have argued, coordination is also accomplished by associations, communities and various kinds of social networks, 
including kinship networks. For a discussion of the issues of multiple processes of coordination, see Wolfgang 
Streeck, “Community, Market, State and Associations? The Prospective Contribution of Interest Governance to 
Social Order.” In, Streeck, Wolfgang and Philippe C. Schmitter, eds., Private Interest Government: Beyond Market 
and State. (Beverly Hills and London: Sage, 1985) pp. 1-29 
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what some people have called “organized capitalism.” Other capitalisms lack robust forms of 
collective association of this sort and operate in ways closer to liberal market model. All varieties 
of capitalism also contain a significant domain of economic activity that occurs outside of both 
the market and state regulation, especially economic activities within households and kin 
networks, but also within broader social settings often referred to as “community”.3 

 These variations are important; they matter for the lives of people within capitalist societies 
and for the dynamics of the economy.  And, as we shall see in chapter 5, some of these variations 
can be understood as reducing the “capitalisticness” of the economy: some capitalist societies are 
in a meaningful sense less capitalistic than others.4  Nevertheless, to the extent that these 
variations all retain the core elements of the institution of private property in the means of 
production and markets as the central mechanism of economic coordination, they remain 
varieties of capitalism.5 

ELEVEN CRITICISMS OF CAPITALISM 
Capitalism is, for most people, simply taken for granted as part of the natural order of things. 
Particular behaviors by corporations or particular economic policies of the government might be 
the object of criticism, but for most people capitalism itself is simply not the sort of thing that 
one criticizes. One of the central tasks of socialists, therefore, has always been to convince 
people that capitalism as such generates a range of undesirable consequences and that, as a 
result, one should at least entertain the idea that an alternative to capitalism might be desirable 
and possible.  

 The central criticisms of capitalism as an economic system can be organized into eleven 
basic propositions: 

1. Capitalist class relations perpetuate eliminable forms of human suffering.   

                                                 
3 Household economic activities include all of the various activities that go under the rubric “housework.” 
Community economic activity includes a wide range of informal work, ranging from baby-sitting exchanges among 
friends to volunteer service activities through churches. These are all “economic” insofar as they involve laboring 
activity to provide goods and services to satisfy human needs.  For an extended discussion of such 
“noncommodified” forms of economic activity, see J K Gibson-Graham, A Postcapitalist Politics (Minneapolis: 
University of Minnesota Press, 2006), chapter 3.  
4 There are two theoretically distinct forms of variation across capitalist economies: 1) Types: This includes things 
like variations in the degree of competitiveness of markets, the size of firms, the level of development of technology, 
the mix of different industrial sectors, the nature of the division of labor within the labor process, etc. 2) Hybrids: 
These are variations that come from the diverse ways in which capitalist and noncapitalist economic structures are 
combined and interpenetrate. This includes variations in the extent to which the state directly organizes production, 
the importance of household production, the role of cooperatives and other forms of collective property, the 
continuing presence of precapitalist economic forms, etc. This second form of variation is particularly important in 
understanding the problem of alternatives to capitalism. We will discuss this issue of hybrids at length in chapter 5. 
5 There is a knotty theoretical problem which we will sidestep here: when you have an economic system that 
combines capitalist elements with various kinds of non-capitalist elements, what justifies still calling the system as a 
whole “capitalism”? How much noncapitalism is needed before the resulting hybrid is something entirely new rather 
than a hybrid form of capitalism as such? There are a variety of apparent answers to this question. One might say, 
for example, that the system remains capitalist so long as the capitalist elements are “the most important” or are 
“dominant.” Or one might say that the system remains capitalist so long as the dynamics of social reproduction and 
development are “primarily” capitalist.  These formulations capture an important intuition, but they all remain vague 
to the extent that words like “more” or “dominant” or “primarily” cannot be given precise quantitative meaning.  
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2. Capitalism blocks the universalization of conditions for expansive human flourishing.  

3. Capitalism perpetuates eliminable deficits in individual freedom and autonomy.  

4. Capitalism violates liberal egalitarian principles of social justice.  

5. Capitalism is inefficient in certain crucial respects.  

6. Capitalism is environmentally destructive. 

7. Capitalism has a systematic bias towards consumerism. 

8. Capitalist commodification threatens important broadly held values. 

9. Capitalism, in a world of nation states, fuels militarism and imperialism. 

10. Capitalism corrodes community. 

11. Capitalism limits democracy. 

 None of these criticisms is simple and straightforward, and certainly none of them is 
uncontroversial. They all involve a diagnosis of certain kinds of negative consequences that are 
hypothesized to be generated by the basic structure of capitalism as a system of production with 
class relations defined by private ownership and propertyless workers, and economic 
coordination organized through decentralized market exchanges. The propositions themselves do 
not indicate the extent to which these effects could be neutralized by creating counter-capitalist 
institutions inside of capitalist society. The diagnosis that these are harms generated by 
capitalism could be correct and it could also be true that these harms could be significantly 
ameliorated through various kinds of institutional changes that fall short of completely replacing 
capitalism. Headaches may be caused by stress, but the harm may be significantly reduced by 
aspirin. The problem of the transformations needed to remedy these harms is a theme on which 
we will focus in subsequent chapters. Here our objective is to diagnose the harms themselves and 
the specific mechanisms through which they are generated. 

 Two other preliminary comments: First, critics of capitalism are sometimes tempted to try to 
make all of the serious problems and harms of the contemporary world attributable to capitalism. 
Racism, sexism, war, religious fundamentalism, homophobia – all of these are seen by some 
critics of capitalism as consequences of capitalism. This temptation should be resisted. 
Capitalism is not the root of all evils in the world today; there are other causal processes at work 
which fuel racism, ethno-nationalism, male domination, genocide, war, and other significant 
forms of oppression. Nevertheless, even in the case of those forms of oppression which 
capitalism may not itself generate, capitalism may still be implicated by making it more difficult 
to overcome them. Capitalism may not be the root cause of sexism, for example, but it could 
make it more difficult to overcome sexism by making it difficult to allocate sufficient resources 
to good quality, publicly provided childcare services. In the critique of capitalism the critical 
task, therefore, is to identify those harms which are directly generated by the specific 
mechanisms of capitalism and to understand the ways in which capitalism may indirectly 
contribute to impeding the reduction of oppression. 

 Second, many of these eleven criticisms of capitalism can also be leveled against those 
economic systems in the 20th century that were typically labeled “socialist”, or what I will call in 
chapter 5, “statist”. For example, one of the criticisms of capitalism (proposition 6) is that 
capitalism is environmentally damaging, but we know that the authoritarian central planning 
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apparatus of the statist economy in the Soviet Union also gave little weight to negative impacts 
on the environment. If the only possible alternative to capitalism was statism – an economic 
structure in which the means of production are owned and controlled by the state and 
coordinated through a centralized bureaucracy – then the critique of capitalism in these terms 
would lose some of its force. But, as I will argue in chapter 5, there is another kind of alternative, 
a conception of socialism anchored in the idea of meaningful democratic control over both state 
and economy.6 The central argument of this book is that an economy so-structured enhances our 
collective capacity to mitigate the harms discussed in the eleven propositions below. 

Proposition 1. Capitalist class relations perpetuate eliminable forms of human suffering.   
Let us begin with a simple, indisputable observation: The world in which we live involves a 
juxtaposition of extraordinary productivity, affluence and enhanced opportunities for human 
creativity and fulfillment along with continuing human misery and thwarted human potential. 
This is true whether we look at the world as a whole, or we look at the conditions of life of 
people within most developed capitalist countries. There are many possible explanations for 
these facts. It is possible that poverty in the midst of plenty constitutes simply a sad fact of life: 
“the poor will always be with us.” Or, perhaps this might simply be a temporary state of affairs 
which further economic development will eradicate: capitalism, if given enough time, especially 
if it is unfettered from the harmful effects of state regulations, will eradicate poverty. Or, 
perhaps, suffering and unfulfilling lives are simply the fault of the individuals whose lives go 
badly: contemporary capitalism generates an abundance of opportunities, but some people 
squander their lives because they are too lazy or irresponsible or impulsive to take advantage of 
them.  But it is also possible that poverty in the midst of plenty is a symptom of certain 
fundamental properties of the socioeconomic system. This is the central claim of the socialist 
critique of capitalism: capitalism systematically generates unnecessary human suffering – 
“unnecessary” in the specific sense that with an appropriate change in socioeconomic relations 
these deficits could be eliminated. The harshest anti-capitalist rhetoric denouncing capitalism in 
terms of oppression and exploitation centers on this theme. 

 To many people it will seem odd, perhaps even absurd, to indict capitalism as a pivotal 
source of poverty in contemporary society. The “free market” and profit-seeking 
entrepreneurialism are continually touted as the source of technological progress, economic 
growth, and prosperity. While social problems and human suffering certainly continue to exist in 
affluent capitalist societies, the argument goes, these cannot be attributed to capitalism as such, 
but to other social processes that just happen to coexist with capitalism in capitalist society. If 
25% of children in the United States live in poverty at the beginning of the 21st century this is 
because of a breakdown of the family, or because of cultural deficits in poor communities, or 
because of ill-considered public policies which create welfare dependency and poverty traps, or 
because of a poorly designed educational system which fails to prepare people for rapidly 
changing labor markets. Persistent poverty is not because of anything connected to the capitalist 
                                                 
6 In terms of environmental destruction, capitalism and statism suffer a similar deficit: a failure of broad public 
deliberation over the trade-offs between present consumption, economic growth and environmental protection, and 
the absence of democratic mechanisms capable of translating public deliberation into effective public policy. If 
anything this deficit was worse in the authoritarian statist economies, since neither the state nor the economy was 
under democratic control. In capitalist countries with democratic states, even if the form of democracy is relatively 
thin, there is greater public space for deliberation on environmental issues and a political process for imposing some 
constraints on environmentally destructive practices of the economic system. 
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nature of the economic system as such. True, the free market may generate economic inequality, 
but it also generates economic growth, and as defenders of capitalist institutions are fond of 
saying, “a rising tide lifts all boats.”  Why should anyone care about inequality if it has the 
consequence of improving the lot of the poor in the long run? And besides, all alternatives to 
capitalism create even more problems. Look at the fate of the state-run economies in the Soviet 
Union and elsewhere: capitalism won out because it was so much more efficient and able to 
provide a rising standard of living for most people, not to mention the fact that capitalism tends 
to support more individual freedom and political democracy than its alternatives. 

It is certainly the case, if one takes a long-term view of the matter, that capitalism has 
generated dramatic technological and scientific progress over the last two centuries or so which 
has resulted in improved nutrition, reduced illness, and increased life-expectancy for a significant 
proportion of the population in many places on earth. What is especially relevant to our 
discussion is that these improvements are not simply concentrated in some privileged class or 
stratum, but have diffused quite broadly, including, more recently, to significant parts of the 
developing world. While this progress cannot be attributed exclusively to capitalism as such – 
state action has played an important role in public health, for example – capitalism has been 
central to the process. This fact about capitalism – that it is a growth machine and growth can 
have significant positive effects on the living standards of large numbers of people – is one of the 
reasons capitalism remains such a robust social order. 

The claim in this first criticism of capitalism, however, is not that capitalism has not in 
certain ways contributed to a reduction of human suffering relative to prior states of the world, 
but that relative to possible states of the world it perpetuates eliminable sources of suffering. This 
implies a counterfactual – that in the world today significant reductions in human suffering 
would be possible with appropriate non-capitalist institutions in place. This counterfactual is not 
shown to be false by simply citing the empirical observation that improvements in material 
conditions have occurred under existing capitalism. The claim is that these improvements fall far 
short of what is possible.  

 What then is the argument behind the claim that capitalism has an inherent tendency to 
perpetuate eliminable suffering? Three mechanisms are especially important here: exploitation; 
the uncontrolled negative social externalities of technological change; and competition under 
capitalist conditions. 

1. Exploitation 
Capitalism confers economic power on a category of people – owners of capital – who have an 
active economic interest in keeping large segments of the population in an economically 
vulnerable and dependent position. Here is the argument: 

 Capitalism is an economic system driven by the never-ending pursuit of profits. This is not 
primarily a question of the personal greed of individual capitalists – although a culture of profit-
maximizing undoubtedly reinforces the single-minded pursuit of self-interest that looks very 
much like “greed”. Rather, it is a result of the dynamics of capitalist competition and the 
pressures on firms to continually attempt to improve profits or risk decline.  

 A pivotal aspect of the pursuit of profits by capitalist firms centers on laboring activity of 
employees. Capitalist firms hire workers to use the means of production to produce the goods 
and services which the capitalist firm then sells. The difference between the total costs of 
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producing those goods and services and the price at which they are sold constitutes the profits of 
the firm. In order to maximize profits, such firms face a double problem with respect to labor:  
on the one hand, hiring labor is a cost that takes the form of wages and capitalists want to keep 
these costs (like all costs of production) as low as possible. The lower the wage costs, the higher 
the profits, all other things being equal. On the other hand, capitalists want workers to work as 
hard and diligently as possible, since the more effort workers expend, the more will be produced 
at a given level of wages. The more that is produced for a given level of costs, the higher the 
profits.7  The economic interests of capitalists – the profits which they command – therefore 
depend upon extracting as much labor effort from workers at as little cost as possible. This, 
roughly, is what is meant by “exploitation”.8  

 Of course, individual capitalists cannot unilaterally set wages nor unilaterally determine the 
intensity of work, both because they are constrained by labor market conditions and because they 
face various forms of resistance by workers. In order to maximize profits, therefore, capitalists 
also have an interest in insuring labor market conditions which both insure ample supplies of 
labor and which undercut the capacity of workers to resist pressures to intensify labor effort. In 
particular, capitalists have an interest in there being large numbers of workers competing for 
jobs, which will tend to drive down wages, as well as there being sufficiently high 
unemployment to make workers anxious about the prospects of losing their jobs. In other words, 
capitalists have a strong interest in increasing the vulnerability of workers.  

2. Technological change 
Technological change within the process of production is an inherent tendency of capitalist 
competition, since technological change is one of the key ways capitalists increase productivity 

                                                 
7 These two objectives – getting workers to work as hard as possible while paying them as little as possible – are in 
some tension, since how hard workers work is in part affected by how much they are paid. This is true for two 
principle reasons: workers who are better paid are more likely to feel a sense of obligation to their employers and 
thus work harder, and workers who are better paid have a greater stake in their job and more to lose if they are fired, 
and thus work more diligently. Although they do not explicitly use the term “exploitation” in their analysis, these 
issues are brilliantly explored in an essay on the nature of work incentives by Samuel Bowles and Herbert Gintis, 
“Contested Exchange: New Microfoundations for the Political Economy of Capitalism”, Politics & Society, 1990 
18: 165-222. 
8 Exploitation is a controversial concept when applied to the analysis of capitalism. In neoclassical economics 
exploitation can only happen in capitalism if there is some form of coercion operating in market relations that forces 
workers to sell their labor for less than its competitive market price. If workers are forced to work for wages below 
the true market value of their skills – for example, because of laws which restrict their ability to seek better 
employment or other mechanisms which give employers coercive power over the labor market – then they could be 
said to be exploited. But if wages are set by “free market” mechanisms in which the transactions are free from direct 
coercion, then there can be no exploitation within a neoclassical economics framework. Some sociologists ( for 
example Aage B. Sorenson, “Toward a Sounder Basis for Class Analysis,” American Journal of Sociology Volume 
105 Number 6, May 2000: 1523–58) have adopted a variant of this neoclassical economics notion by defining 
exploitation as a “rent” connected to various forms of “social closure.” The idea here is that within labor markets 
some categories of workers are able to erect barriers to entry to their occupations – through credentials or unions or 
some other mechanism – which enable them to acquire wages above the competitive market price of labor power. 
This increment – a rent – is viewed as a form of exploitation.  For an extended discussion of the issues involved in 
defining exploitation, see Erik Olin Wright, Class Counts (Cambridge: Cambridge University Press, 1997), chapter 
1, and G.A. Cohen “The Labour Theory of Value and the Concept of Exploitation” in G.A. Cohen, History, Labour 
and Freedom (Oxford: Oxford University Press, 1989).  
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in their efforts to sustain profits. In and of itself, increasing productivity is a good thing, since it 
means fewer inputs are needed to produce a given level of output. This is one of the great 
achievements of capitalism, emphasized by all defenders of this way of organizing economic 
activity. 

 So, what is the problem? The problem is that technological change continually renders skills 
obsolete, destroys jobs, and displaces workers, and this imposes great hardship on people. But, 
defenders of capitalism will reply, technological change also creates demands for new skills and 
new jobs, and on average this has lead to a long term upgrading of the quality of jobs and wages 
in the economy. Far from perpetuating eliminable poverty, the argument goes, technological 
change makes possible a dramatic reduction of poverty. The problem with this reply is that 
capitalism as an economic system does not itself contain any mechanism for moving people with 
outmoded skills and limited job opportunities into expanding jobs which require new skills. The 
task of providing new skills and new jobs for displaced workers is a very demanding one: many 
such workers are relatively old and capitalist firms have little incentive to invest in the human 
capital of older workers; the new job opportunities are often geographically distant from where 
displaced workers live and the cost of social dislocation to move to such jobs is considerable; 
capitalist firms are often hesitant to provide effective training for workers of any age with 
inadequate skills, since such newly-trained workers would be free to move their human capital to 
other firms. Thus while it is true that technological change within capitalism often generates 
higher productivity jobs requiring new skills, and at least some of these new jobs may be better 
paid than the jobs that have been destroyed, the process of job destruction and creation generates 
continual flow of displaced people, many of whom are unable to take advantage of any new 
opportunities. Technological change produces marginalization as well as new opportunities, and 
– in the absence of some countervailing noncapitalist process – marginalization generates 
poverty. This is inherent in the logic of capitalism, and in the absence of some noncapitalist 
institutions, such marginalization perpetuates human suffering. 

3. Profit-maximizing competition  
Technological change is a specific example of a broader dynamic in capitalist economies: the 
ways in which profit-maximizing competition among firms destroys jobs and displaces workers. 
It is a commonplace observation of contemporary discussions of free trade and global capitalism 
that capitalist firms often move their production to lower wage economies in order to cut costs 
and increase profits. This may not be because of technological change or technical efficiency, but 
simply because of the wage differentials between different places. In the course of such 
movement of capital, jobs are destroyed and workers marginalized. For all sorts of reasons 
capital is much more mobile than people: people have roots in communities which make it very 
costly to move; there are often legal barriers to movement across international boundaries; and 
even within national boundaries, displaced workers may lack information and resources to move 
to new jobs. The result is that even if capitalist competition and weakly regulated capital markets 
stimulate economic growth, they leave in their wake displaced workers, especially when markets 
are organized globally.  

Taken together these three processes – exploitation, negative social externalities of technological 
change, profit-maximizing competition – mean that while capitalism is an engine of economic 
growth, it also inherently generates vulnerability, poverty, deprivation, and marginalization. 
These processes are especially salient when capitalism is viewed as a global system. On the one 
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hand, the global movements of capital and extensions of capitalist exploitation, technological 
change, and profit-maximizing competition to the less developed regions of the world have in 
some cases contributed to rapid economic growth and development, most strikingly in the late 
20th century and early 21st century in China and India.9 On the other hand, these same processes 
have also produced deep and devastating forms of marginalization and desperate poverty in parts 
of the world.  

 In principle, of course, the fruits of growth could be distributed in ways that improved 
everyone’s material welfare. It is unquestionably the case that capitalism has generated sufficient 
material wealth in the world today so that even with no further economic growth no person 
would have to be poor in the developed capitalist countries, and basic needs could be met for 
everyone even in poor third world countries.  However, there is no mechanism internal to 
capitalism itself to generate the redistribution needed to produce these effects, either within the 
rich countries or globally. For the rising tide to indeed raise all boats, counter-capitalist 
institutions must be created capable of neutralizing the destructive impact of capitalism on the 
lives of many people. It is precisely because capitalism creates the potential to eliminate material 
deprivation, but cannot itself fully actualize that potential that it can be indicted for perpetuating 
eliminable forms of human suffering. 

Proposition 2. Capitalism blocks the universalization of conditions for expansive human 
flourishing.  
When socialists, especially those anchored in the Marxist tradition, criticize capitalism, a litany 
of harms is usually invoked: poverty, blighted lives, unnecessary toil, blocked opportunities, 
oppression, and perhaps more theoretically-complex ideas like alienation and exploitation. 
However, when the vision of an alternative to capitalism is sketched, the image is not simply a 
consumer paradise without poverty and material deprivations, but rather a social order in which 
individuals thrive, where their talents and creative potentials are nurtured and freely exercised to 
the fullest extent.  The elimination of material deprivation and poverty are, of course, essential 
conditions for the full realization and exercise of human potentials, but it is the realization of 
such potentials that is core of the emancipatory ideal for socialists. This, then, is what I mean by 
the expansive sense of “human flourishing”: the realization and exercise of the talents and 
potentials of individuals.  

 The second criticism of capitalism asserts that while capitalism may have significantly 
contributed to enlarging the potential for human flourishing, especially through the enormous 
advances in human productivity which capitalism has generated, and it certainly has created 
conditions under which a segment of the population has access to the conditions to live 
flourishing lives, it blocks the extension of those conditions to all people even within developed 
capitalist countries, let alone the entire world. Three issues are especially salient here: first, the 

                                                 

9 Marx, in fact, celebrated this aspect of capitalist expansion to the far corners of the world on the grounds that it 
was necessary for the modernization of the less developed regions of the world. Imperialism was the necessary 
process for generating a truly global capitalism, which in turn for Marx was the necessary condition for transcending 
capitalism. See Bill Warren, Imperialism: Pioneer of Capitalism (London: Verso, 1980) 
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large inequalities generated by capitalism in access to the material conditions for living 
flourishing lives; second, inequalities in access to interesting and challenging work; and third, 
the destructive effects on the possibilities of flourishing generated by hyper-competition. 

1. Material inequality and flourishing 
The relationship between markets and inequality is complicated. On the one hand, markets and 
competition have certain equality-promoting effects: capitalist markets create conditions for a 
certain real degree of class mobility compared to earlier soiceties, and this means that a person’s 
location within the system of economic inequality is less determined by birth than in earlier 
forms of class society. Rags to riches sagas are real, if relatively rare, events and they are 
facilitated by open, competitive markets. A vibrant market economy is also generally corrosive 
of various forms of noneconomic status inequality, such as those based on gender, race, ethnicity 
and religion, at least insofar as competitive labor markets create incentives for employers to seek 
out talent regardless of such ascriptive attributes.10 To the extent that capitalism has contributed 
to the destruction of such ascriptive discrimination it has advanced the process of universalizing 
the conditions for human flourishing. 

 But markets are also powerful engines for generating inequalities. Market competition 
produces winners and losers, and since there are strong tendencies for the effects of winning and 
losing to be cumulative within individual lives and to have an impact on the next generation, in 
the absence of countervailing mechanisms inequalities in the market will tend to intensify over 
time. 

 Some of these inequalities are the result of factors at least partially under the control of 
individuals. In particular, people make decisions about how to allocate their time and resources 
when they make different kinds of investments, including investments in the acquisition of 
human capital (skills and knowledge), and thus even if everyone started out with the same human 
and financial endowments, over time inequalities would emerge reflecting preferences and effort 
of actors. But much of the inequality generated by markets is simply the result of chance rather 
than hard work and foresight. A worker can responsibly invest in education and training only to 
be confronted with outmoded skills at some point in the future and much reduced employment 
prospects. Even if this does not result in absolute poverty, it can result in a greatly diminished 
capacity for individuals to exercise their talents. Firms can go bankrupt, and employees lose their 
jobs, not because of poor planning and bad business practices, but because of market shocks over 
which no one has control. Rather than being robust mechanisms for rewarding “merit,” markets 
often function much more like brutal lotteries. 

 The large economic inequalities generated by markets mean that, in the absence of some 
countervailing nonmarket distributive mechanism, the material means for living a flourishing life 
will be very unevenly distributed both across the population within countries and across the 
                                                 
10 Both Karl Marx and Max Weber saw the impact of capitalism on such “ascriptive” status inequalities – status 
inequalities linked to attributes of birth – as one of its virtues. Marx, in the Communist Manifesto, sees such 
traditional forms of status as “melting into air” under the assault of capitalism, and Weber sees the dynamism of 
capitalist markets destroying rigid status orders. For a discussion of this similarity in Marx and Weber, see Erik Olin 
Wright, “The Shadow of exploitation in Weber's class analysis” American sociological review, 2002, vol. 67:6,  
pp. 832-853 
. 
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regions of global capitalism. In an obvious way this has especially serious consequences for 
children, where material inequalities can severely constrain access to the conditions for 
developing their human potentials. But this is not just a problem for the early years of life. The 
idea of “flourishing” includes not just the development of human intellectual, psychological and 
social capacities during childhood, but also the life-long opportunity to exercise those capacities, 
and to develop new capacities as life circumstances change. Capitalist markets generate large 
inequalities in the realistic opportunities for such lifelong development and exercise of talents 
and capacities.  

2. Work  
Beyond the question of economic rewards for labor market activity, capitalism generates very 
large disparities in access to interesting and challenging work. The incentive of capitalist 
employers is to design jobs in such a way that they can extract the maximum effort from workers 
at the lowest cost. Frequently – although not invariably – this is accomplished by adopting 
technologies which reduce the skill levels required to do the job, routinize the principal tasks, 
and simplify the monitoring requirements of the work. To be sure, it is also the case that 
technical change can open up demands for new kinds of highly skilled workers, and some of 
these jobs also involve considerable problem-solving and opportunities for creativity. The 
problem is that the supply of such challenging jobs by capitalist firms is not determined by the 
needs of people for settings in which to do interesting work, but by the profitability of such jobs 
for the firm, and there is no reason in general for profitability to be maximized by creating 
meaningful, interesting and challenging work for people. What is more, when meaningful, 
interesting jobs are created in response to new technologies and conditions, if they require scarce 
skills and thus are highly paid, capitalist competition in general generates on-going pressures to 
routinize the tasks associated with such jobs as much as possible in order to reduce the costs 
associated with hiring highly skilled employees.11  The result is that in capitalist economies most 
people for most of their work lives face job opportunities which offer meager opportunities at 
best for creativity and challenge, and this obstructs human flourishing. 

3. Destructive competition 
The relationship between competition and human flourishing is complex. On the one hand, 
competition – trying to be better than others – is one of the social processes that pushes people to 
make the investments of time, energy and resources needed to develop their talents. This is not to 
say that the only motivation for developing one’s talents is the desire to be better than others – 
people are also motivated by the sense of accomplishment and fulfillment that comes from the 
mastery of skills and from the challenges of exercising those skills once they are developed. Still, 
competition is a powerful force for rewarding people for successfully developing their talents, 
and thus a certain degree of competition undoubtedly stimulates human flourishing. On the other 
hand, competition underwrites a culture of accomplishment which evaluates people only in terms 

                                                 
11 There is thus a kind of cyclical process at work here: technical change often creates demands for high skilled 
workers for new kinds of jobs; over time subsequent innovation is directed towards routinizing those jobs to remove 
the necessity for so many high skilled workers. A good example of this is the trajectory over time of the job of 
computer programmer. In the 1960s this was an extremely skilled job requiring a great deal of education. By the 
early 21st century with the tremendous growth in the importance of computers many of the tasks of computer 
programming have been reduced to routine work that can be accomplished with relatively little training. 
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of their relative standing compared to others. Achievement is defined not as the realization of 
one’s potential but as winning, as being better than other people. In the most intense versions of 
such competition – what Robert Frank and Phillip Cook call “winner take all” competitions – 
there is only one winner at the top who receives virtually all of the prizes; everyone else loses.12 
Such intense competition has potentially negative consequences for human flourishing. Most 
obviously, in winner-take-all competitions, once one realizes that one does not have a realistic 
chance of winning, it is very easy to get discouraged and give up altogether. More broadly, in 
systems of intense competition, most people will be relative “failures.” The resulting loss of self-
esteem and self-confidence undermines the psychological conditions for flourishing. 
Furthermore, since in capitalism the allocation of resources to facilitate the development of 
talents is viewed primarily as an economic investment, and investments are evaluated in terms of 
their expected economic returns, there will be a strong tendency for resources for the cultivation 
of talents to become highly concentrated among the most talented. In a market, after all, it would 
be a bad investment to devote lots of resources to developing the talents of the less talented, and 
thus there will be a tendency for people with ordinary talents to generally have less access to the 
means of developing their talents. This too obstructs the universalization of human flourishing.13 

 Competition as such has thus both positive and negative effects on the universalization of 
conditions for human flourishing. The net affect is likely to be a function of the intensity of 
competition and the extent to which competition is balanced with other mechanisms that 
facilitate flourishing. The more an economy is organized on a purely capitalist basis, in which 
market competition and private ownership dictate the allocation of resources to different tasks, 
the less likely it is that this balance will be achieved. 

Proposition 3. Capitalism perpetuates eliminable deficits in individual freedom and autonomy.  
If there is one value that defenders of capitalism claim it achieves to the highest possible extent, 
it is individual freedom and autonomy. “Freedom to choose”, rooted in strong individual 
property rights is, as Milton Friedman has argued, the central moral virtue claimed by defenders 
of capitalism.14 Capitalism generates stores filled with countless varieties of products, and 
consumers are free to buy whatever they want subject only to their budget constraint. Investors 
are free to choose where to invest. Workers are free to quit jobs. All exchanges in the market are 
voluntary. Individual freedom of choice certainly seems to be at the very heart of how capitalism 
works. 

 This market and property based freedom of choice is not an illusion, but it is not a complete 
account of the relationship of individual freedom and autonomy to capitalism. There are two 
reasons why capitalism significantly obstructs, rather than fully realizes, this ideal. First, the 

                                                 
12 Robert H. Frank and Philip J. Cook, The Winner-Take-All Society: Why the Few at the Top Get So Much More 
Than the Rest of Us (New York: Penguin, 1996). 
13 There is also a tendency in winner-take-all markets for people to over-invest in the development of certain kinds 
of talents because of an unrealistic expectation of the likely returns. This is most poignantly the case in the over-
investment of time and energy of boys in developing athletic skills, especially in poor central city neighborhoods. 
For a discussion of overinvestment in sports, Robert H. Frank and Philip J. Cook, The Winner-Take-All Society: Why 
the Few at the Top Get So Much More Than the Rest of Us (New York: Penguin, 1996). 
14 Milton Friedman  and Rose Friedman, Free to Choose. (New York: Harcourt, 1980) and Milton Friedman, 
Capitalism and Freedom (Chicago: University of Chicago Press, 1962). 
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relations of domination within capitalist workplaces constitute pervasive restrictions on 
individual autonomy and self-direction.  At the core of the institution of private property is the 
power of owners to decide how their property is to be used. In the context of capitalist firms this 
is the basis for conferring authority on owners to direct the actions of their employees. An 
essential part of the employment contract is the agreement of employees to follow orders, to do 
what they are told.15 This may, of course, still allow for some degree of self-direction within 
work, both because as a practical matter employers may be unable to effectively monitor the 
details of employee behavior, and because in some labor processes the employer may grant the 
employee considerable autonomy. Nevertheless, in most capitalist workplaces for most workers, 
individual freedom and self-direction are quite curtailed. This lack of autonomy and freedom 
within the world of work is an important part of what has been called “alienation” in the critique 
of capitalism. 

 One response to this by defenders of capitalism is that if workers do not like what they are 
told to do, they are free to quit. They are thus not really being dominated since they continually 
voluntarily submit to the authority of their boss. The freedom of individuals to quit their jobs, 
however, provides only an illusory escape from such domination since without ownership of 
means of production or access to basic necessities of life, workers must seek work in capitalist 
firms or state organizations, and in all of these they must surrender autonomy.  

 The second way in which capitalism undermines the ideal of individual freedom and 
autonomy centers on the large massive inequalities of wealth and income which capitalism 
generates. Such inequality implies, as Philippe van Parijs has forcefully argued, that there is a 
significant inequality in “real freedom” across persons. “Real Freedom” consists in the effective 
capacity of people to act on their life plans, to be in a position to actually make the choices which 
matter to them.16 Large inequalities of wealth and income mean some people have much greater 
freedom in this sense than others. While it is certainly true that relative to previous forms of 
society capitalism enhances individual autonomy and freedom, it also erects barriers to the full 
realization of this value. 

Proposition 4. Capitalism violates liberal egalitarian principles of social justice. 
Liberal egalitarian conceptions of justice revolve around the idea of equality of opportunity.17 
Basically the idea is that a system of distribution is just if it is the case that all inequalities are the 
                                                 
15 Robert Dahl has argued, in an important book on the meaning of democracy, that there is no logical reason why 
rights to private ownership confer rights to dictatorial power over employees. Just as we have abolished slavery even 
in cases where a person might want to voluntarily enter into a contract to be a slave on the grounds that people 
should not be allowed to permanently give up their rights to autonomy (or “self-ownership” as some philosophers 
call it), we could prohibit people from giving up their right to autonomy within the employment contract of capitalist 
firms.  People could still invest in firms, but this would only give them rights to a stream of earnings from the 
investment, not any rights to control the activities of people within the firm. See Dahl, Robert A. A Preface to 
Economic Democracy. (University of California Press Berkeley and Los Angeles, California, 1985)  
16 Real Freedom for All (Oxford: Oxford University Press, 1997).  Van Parijs emphasizes the ways in which the 
distribution of income generates inequalities in real freedom. For a discussion of how the vast inequalities in the 
distribution of wealth also curtail the freedom of most people, see Bruce Ackerman and Ann Alstott, The 
Stakeholder Society (New Havens: Yale University Press, 2000) 
17 Liberal egalitarians share with liberals an emphasis on individual choice and liberty in their conceptions of justice, 
but they differ in how demanding they are in specifying the conditions under which individual choices can be seen 
as generating just outcomes. 
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result of a combination of individual choice and what is called “option luck”. Option luck is like 
a freely chosen lottery – a person knows the risks and probabilities of success in advance and 
then decides to gamble. If they win, they are rich. If they lose, they have nothing to complain 
about. This is contrasted with “brute luck”. These are risks over which one has no control, and 
therefore over which one bears no moral responsibility. The “genetic lottery” which determines a 
person’s underlying genetic endowments is the most often discussed example, but most illnesses 
and accidents would also have this character. For the liberal egalitarian, people must be 
compensated for any deficits in their opportunities or welfare that occur because of brute luck, 
but they do not need any compensation for the consequences of option luck. Once full 
compensation for brute luck has been done, then everyone effectively has the same opportunity, 
and all remaining inequalities are the result of choices for which a person has moral 
responsibility. 

Capitalism is fundamentally incompatible with this strong notion of equality of 
opportunity. The private accumulation of wealth and the large disparities in earnings in 
capitalism give some people inherent, unfair advantages over others. This is particularly the case 
with respect to children. The huge inequalities in the material conditions under which children 
grow up violates principles of equality of opportunity, both because it gives some children large 
advantages in the acquisition of human capital and because it gives some young adults access to 
large amounts of capital and others none. Thus, even apart from the complex problem of how to 
compensate people for “bad brute luck” in the genetic lottery, so long as there is inheritance of 
private wealth, and so long as investments in children’s human capital is strongly linked to 
inequalities in parental resources, equality of opportunity will be a fiction. Capitalism, since it 
necessarily generates such inequalities in the conditions of life for children, is thus incompatible 
with equality of opportunity.18  

 Capitalism also violates ordinary liberal ideals of justice, not just the strong views of equality 
of opportunity of liberal egalitarians. One of the core ideas of liberal notions of justice is that, in 
the pursuit of one’s self-interest, it is unjust to impose unchosen burdens on others. This is why 
theft is illegitimate: stealing coercively imposes a cost on the victim.  The private profit-
maximizing logic of capitalism means that capitalist firms have an inherent tendency to try to 
displace costs on others: all things being equal, profits will be higher if some of the costs of 
production are born by people other than the owners, i.e. if unchosen burdens are imposed on 
others. The classic example is pollution: it is generally cheaper for capitalist firms to dump waste 
products in the environment than to pay the costs of preventing the pollution. But such pollution 
imposes costs on others – in the form of such things as increased health costs, environmental 
clean-up costs, and the degraded aesthetics of the environment. Such instances of costs displaced 
onto others are called “negative externalities.” They are not just a form of economic inefficiency 
– although they are that as well as we will see in proposition 5 below – but also of injustice.  

                                                 
18 The argument here is not simply that existing capitalisms are imperfect because they have failed to correct for 
inequalities of opportunities. The argument is that they could not in principle fully compensate for such inequalities 
without ceasing to be capitalist. This means that an honest defender of capitalism would have to admit that 
capitalism necessarily violates meaningful equality of opportunity, and in this way is inherently unjust, but that it is 
desirable in other respects, and these other respects are sufficiently salient that on balance capitalism should be 
supported.  
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 A defender of capitalism can reply that if all property rights were fully specified and fully 
enforced, then there would be no “negative externalities.” In a world of fully specified property 
rights, complete contracts, and perfect information, then in order for a capitalist firm to impose 
the pollution costs on me it would have to purchase permission from me. I could, if I wanted to, 
sell my personal right to breathe clean air for a price. Capitalist firms would then decide whether 
it was cheaper to prevent the pollution or pay these costs. If the firm decides to pollute the air 
this would simply be a voluntary exchange between those who breathe the pollution and the firm. 
The same idea could apply to all other kinds of negative externalities: the decline in the value of 
homes when a large firm moves production to a new location; the unpleasant noise generated by 
airplane traffic; and so on. So the argument goes. 

 This kind of comprehensive specification of property rights and the creation of complete 
markets in which those rights can be exchanged is impossible for many reasons. The information 
conditions which would be needed to make such markets work are impossible to achieve. Even if 
a rough approximation were achieved, the transaction costs of actually executing these 
exchanges would be monumental. But even more fundamentally, since many of the negative 
externalities of profit-maximizing behaviors are imposed on future generations, the actual people 
who bear the unchosen burdens cannot be party to “voluntary exchange.” There is simply no way 
that future generations can participate in a market bargaining process where the costs to them of 
resource depletion generated by profit-maximizing markets are given a price to be born by 
resources users today.  

 Of course, this issue of the intergenerational injustice of imposing negative externalities on 
future generations is a problem for any economic system in which there are long-term 
consequences of present production and consumption decisions. The question is whether the 
problem is worse in some economic systems relative to others. Because of the ways in which 
capitalism promotes narrow self-interest, shortens time horizons, and organizes economic 
decisions through decentralized markets, such problems of the injustice of intergenerational 
negative externalities are particularly intense. While an economic system in which broad 
investment choices were subjected democratic control would not guarantee that the interests of 
future generations were adequately met, at least in such a system the balancing of present and 
future interests could be a central issue of deliberation rather than simply the result of atomized 
private choice of self-interested individuals.  

Proposition 5. Capitalism is inefficient in certain crucial respects.  
If the ideals of freedom and autonomy are thought to be the central moral virtues of capitalism, 
efficiency is generally thought to be its core practical virtue. Whatever one might think about the 
enduring inequalities of capitalism and its injustices, at least it is supposed to promote efficiency. 
It “delivers the goods.” The market and competition, the argument goes, impose a severe 
discipline on firms in ways which promote both static efficiency and dynamic efficiency.  

 Static efficiency (sometimes also called “allocative efficiency”) refers to the efficiency in the 
allocations of resources to produce different sorts of things. Capitalism promotes allocative 
efficiency through the standard mechanism of supply and demand in markets where prices are 
determined through competition and decentralized decisionmaking. The story is familiar: if the 
supply of some good falls below the demand for that good, prices will be bid up, which means 
that the producers of that good will in general make extra profits (since they can sell their goods 
at higher prices without their costs per item proportionately increasing). This higher than average 
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level of profits stimulates increasing the production of the product that is in short supply, and 
thus resources are reallocated from less profitable activities. This reallocation continues until the 
price of the good falls as the demand is met.  

 Dynamic efficiency refers to technological and organizational innovation that increases 
productivity over time. This has already been discussed in conjunction with proposition 1 above: 
Under the threat that other capitalist firms will innovate and lower costs (or innovate and 
improve quality), each firm feels pressures to innovate in order to maintain profits. Of course, 
devoting time, resources, and human energy to innovation is risky, since much of this effort will 
not result in useful innovation. But it is also risky to refrain from seeking innovation, since if 
other firms innovate, then in the long run a firm’s viability in the market will decline. 
Competitive pressure thus tends to stimulate innovation, and this increases efficiency in the sense 
that fewer inputs are needed to produce the same output.  

 These are indeed sources of efficiency in capitalism. In these respects, compared to earlier 
forms of economic organization as well as to centralized authoritarian state-organized 
production, capitalism seems to be more efficient. This does not mean, however, that capitalism 
does not itself contain certain important sources of inefficiency. Whether or not on balance 
capitalism is more or less efficient than alternatives thus becomes a difficult empirical question, 
since all of these forms of efficiency and inefficiency would have to be included in the equation, 
not just efficiency defined within the narrow metric of the market. 

 Six sources of inefficiency in capitalism are especially important: 1. the underproduction of 
public goods; 2. the underpricing of natural resources; 3. negative externalities; 4. monitoring 
and enforcing market contracts; 5. pathologies of intellectual property rights; 6. the costs of 
inequality. 

1. Public Goods 
For well-understood reasons, acknowledged by defenders of capitalism as well as its critics, 
capitalism inherently generates significant deficits in the production of public goods. Public 
goods are a wide range of things which satisfy two conditions: it is very difficult to exclude 
anyone from consuming them when they are produced, and one person’s consumption of the 
good does not reduce another person’s consumption. Clean air and national defense are 
conventional examples. Knowledge is another example: one person’s consumption of knowledge 
does not reduce the stock of knowledge, and once knowledge is produced it is pretty hard to 
prevent people from consuming it. Capitalist markets do not do well in providing for public 
goods, since it is hard to capture profits when you cannot easily exclude people from consuming 
the thing you have produced. And, since many public goods are important for both the quality of 
life and for economic productivity, it is inefficient to rely on markets to produce them. 

 At first glance it might seem that public goods are a fairly narrow category of things. In fact 
they are quite broad. One way of thinking of the broad category of public goods is with the idea 
of “positive externalities”.  A positive externality is some positive side-effect of producing 
something. Consider public transportation. There are many positive externalities of public 
transportation, for example energy conservation, reduced traffic congestion, and lower pollution. 
These are all valuable positive side-effects that can be viewed as public goods. But these effects 
are nonmarketable: an urban transit company cannot charge people for the reduced health care 
costs or the less frequent repainting of houses resulting from the lower air pollution generated by 
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public transportation. These are benefits experienced by a much broader group of people than 
those who buy tickets. If a public transportation company is organized in a capitalist manner, it 
will have to charge ticket prices that enable it to cover all of the direct costs of producing the 
service. If it received payment for all of the positive externalities generated by its service, then 
the ticket price for individual rides could be vastly lowered (since those prices would not have to 
cover the full cost of the transportation), but there is no mechanism within markets for public 
transportation to charge people for these positive externalities. As a result, the ticket prices for 
individual rides have to be much higher than they should be from an overall efficiency 
standpoint, and as a result of the higher price of the tickets, there will be lower demand for public 
transportation, less will be provided, and the positive externalities will be reduced.19  This is 
economically inefficient. 

 The same kind of argument about positive externalities can be made about education, public 
health services, and even things like the arts and sports. In each of these cases there are positive 
externalities for the society in general that reach beyond the people who are directly consuming 
the service: it is better to live in a society of educated people than uneducated people; it is better 
to live in a society in which vaccinations are freely available, even if one is not vaccinated; it is 
better to live in a society with lots of arts activities, even if one does not directly consume them; 
it is better to live in a society with extensive recreational activities for youth even if one is not 
young. If this is correct, then it is economically inefficient to rely on capitalism and the market to 
produce these things.  

2. Under-pricing and over-consumption of natural resources 
In standard economic theory, in a competitive market the price of things closely reflects the costs 
of producing them. This is seen as efficient because it means that the prices are sending the right 
signals to producers and investors. If the prices are significantly above the costs of producing 
something, this means that investors in those products will be earning extra profits, and this will 
signal to producers to increase production; if the prices are below the costs of producing, then 
this means that people are losing money, and this sends a signal that less should be invested and 
produced. 

 This standard argument of efficient market signals generated by the costs of production 
interacting with supply and demand breaks down in a crucial way with respect to the extraction 
and processing of nonrenewable natural resources. The problem is basically the time horizons in 
which people experience the “costs of production” and therefore interpret the signals of 
generated by prices. We know that sometime in the future the costs of production of fossil fuels 
will be vastly higher than they are today because of the depletion of the resource. If these future 
higher costs of production were part of the calculation of profitability today, then it would be 
clear that current prices are not covering these costs. Production would accordingly be reduced 
until prices rose sufficiently to cover these future higher costs. The market, however, is incapable 
of imposing these long-term costs on present production. The result is under-pricing of 
                                                 
19 These positive externalities of public transportation are one of the main justifications for public subsidies for 
public transit systems, but typically these subsidies are relatively small and transit systems are expected to cover 
nearly all of the operating costs of producing the service through user fees. This is economically irrational. It could 
easily be the case that if all of the positive externalities of public transportation were taken into consideration 
(including the positive externalities for future generations), then full subsidization with free public transportation for 
the riders would be the most efficient way of pricing the service. 
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nonrenewable natural resources and thus their overexploitation. This is an inefficient use of these 
resources over the long term. 

 In some cases this same mechanism also affects renewable resources. This happens when the 
short-term costs of production are such that a resource is exploited at a faster rate than it can be 
renewed. The classic example here is the rapid depletion of large fishing stocks. Fish in the 
ocean are certainly a renewable natural resource so long as the rate at which fish are caught does 
not exceed the capacity of the fishing stock to reproduce itself. With modern technology, the 
direct, immediate costs of catching fish, however, is so low that the price of fish in the market 
leads to under-pricing and thus over-consumption. Because of the time horizons in which the 
market imposes costs on producers, there is no way that a capitalist market itself can solve this 
problem.20 Again, this leads to a grossly inefficient allocation of resources. 

3. Negative externalities 
We have already discussed negative externalities in terms of the liberal notions of justice. 
Negative externalities are also a source of inefficiency in the allocation of resources. Again, an 
efficient allocation of resources in a market only occurs when producers experience monetary 
costs that reflect the true costs of production, because only in this situation will the demand for 
these products send the right signal to producers. The problem in capitalist economies is that 
capitalist firms have a strong incentive to displace as much of their costs on other people as 
possible, since this increases their ability to compete in the market. As already noted, pollution is 
the classic example: from a strictly profit-maximizing point of view it would be irrational for 
capitalist firms not to dump waste material into the environment if they can get away with it. The 
same can be said about expensive safety and health measures that might affect the workers in the 
firm in the long-term. Unless unhealthy conditions have an effect on costs of production, there is 
an incentive for profit-maximizing firms to avoid these costs.  

 These considerations are not just theoretical arguments. In contemporary discussions of 
pollution control and occupational safety and health, corporations constantly complain that these 
regulations make them less competitive. Firms in developing countries, the complaint goes, are 
not subjected to these regulations and thus face lower costs of production and can sell their 
products at lower prices. What this actually means is that the unregulated producers are able to 
impose costs on others. It could well be that the complaining corporations are correct that they 
will go out of business unless regulations are relaxed, but this simply means that capitalist 
market competition, under these conditions, forces inefficiency in the allocation of resources. 

 Capitalism itself cannot solve such problems of negative externalities; it is an intrinsic 
consequence of private profit-driven economic decisions. This does not mean, of course, that in 
capitalist societies nothing can be done about negative externalities. The widespread effort at 
state regulation of capitalist production is precisely a way of counteracting negative externalities 
by trying to prevent firms from displacing costs onto others. The state-regulatory mechanisms, 

                                                 
20 This, of course, does not mean that there is no solution to the depletion of fisheries, but simply that the solution 
requires a violation of market principles and capitalist competition, although not necessarily the complete abolition 
of market processes. When an aggregate quota is set for fishing, for example, one could still have capitalist firms 
bidding competitively over the right to particular quotas.  The imposition of the quota is done through a nonmarket, 
noncapitalist mechanism – typically authoritatively by the state – but the allocation of rights within a quota could be 
organized on a market basis. 
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however, always have the character of eroding the strictly private property rights associated with 
capitalism: some of those rights, such as the right to decide how much waste from production to 
dump into the environment, become public, rather than private.21  

4. Monitoring and enforcing market contracts and private property 
A fourth source of inefficiency in capitalism centers on the costs associated with enforcing 
market-based contracts. At the center of market exchanges is the problem of contracts – the 
voluntary agreements to exchange property rights of various sorts. Contracts are not self-
enforcing, and there are a range of costs associated with the monitoring and enforcement of these 
agreements. The more resources have to be devoted to this task, the less are available to actually 
produce the goods and services that are exchanged in the market. This is inefficient in the sense 
that these resources are not being used to produce anything but simply to prevent cheating. 

  The massive amount of money spent on lawyers and litigation over such things as contract 
disputes, civil suits, enforcement of intellectual property rights, and challenges to government 
regulations of corporations are obvious examples of ways in which capitalist property rights 
generate efficiency losses. Such expenditures of resources may be entirely rational given the 
stakes in the disputes, and they may be necessary for production to take place under capitalist 
conditions, but nevertheless they deflect resources from directly productive activities. 

 The efficiency problems generated by contract enforcement, however, go beyond issues of 
litigation. They also affect the mundane operation of contractual relations. Two examples will 
illustrate the scope of this problem: the costs associated with supervising employees within the 
labor process, and the enormous paperwork costs of paying for medical care through a system of 
decentralized private insurance. 

  The employment contract involves an exchange of a wage for a certain amount of work. The 
problem is that while the worker can formally agree to perform this laboring activity, it is 
impossible for the worker to actually give up real control over the expenditure of effort to 
someone else. Since people are not robots, they always retain some measure of control over their 
activities. Because, in general, employers want workers to work harder than the workers  
themselves would like to work, this means that employers face a problem in actually extracting 
effective effort from employees. The solution to this problem is some combination of threats for 
shirking (especially the threat of being fired), incentives for good performance (especially job 
ladders and seniority based pay increases), and supervision to monitor employee performance 
and enforce these sanctions.22  

                                                 
21 There are a range of regulatory devices – such as the buying and selling of “pollution rights” – which at first 
glance might seem to work through principles of private property and the market. This is largely an illusion, for 
political authority is needed to set the threshold values for these pollution rights and monitor compliance with the 
level of pollution rights a firm has purchased and the level of pollution it generates. Pollution rights and pollution 
credits may be a good way of regulating pollution insofar as it gives firms more flexibility in accommodating to 
anti-pollution requirements, but they are nevertheless a form of state imposed reduction of private property rights. 
22 For a discussion of the economic logic of the problem of extracting labor effort from workers, see Samuel Bowles 
and Herbert Gintis, “Contested Exchange: New Microfoundations for the Political Economy of Capitalism”, Politics 
& Society , June 1990, 18:2, pp.165-222, and Michael Burawoy and Erik Olin Wright. 1990. “Coercion and Consent 
in Contested Exchange,” Politics & Society, June, 1990 18:2, pp. 251-266 
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 Of course, potentials for shirking exist in any cooperative activity. The specific class 
relations of capitalism, however, intensify this problem, since workers within the labor process 
are not themselves owners of firm in which they work. If they were owners of the firm, for 
example in the form of a worker-owned co-op, then their individual interests would be much 
more strongly aligned with those of the firm in which they worked, and fewer resources would 
have to be devoted to the tasks of social control.23  Since in general workers would work harder 
with less monitoring when they own the means of production, the heavy social control apparatus 
of capitalist production is a source of inefficiency. 

 A second example of efficiency problems linked to enforcing contracts in capitalist markets 
concerns health care. In the United States health care is paid through a variety of mechanisms: 
some organized by the state, some by individuals paying doctors on a fee-for-service basis, and 
some through private insurance organized on capitalist profit-maximizing principles. Doctors, 
clinics and hospitals have to hire many people to process insurance forms and keep track of co-
payments from patients; insurance companies have to hire people to monitor claims and evaluate 
the risk profiles of potential purchasers of insurance; and of course patients have to spend 
considerable time and energy keeping track of the many confusing and incomprehensible bills. In 
Canada, in contrast, virtually all medical bills are paid for by the state in a system appropriately 
termed “single-payer”. The Government sets fees for different services in a bargaining process 
with physicians and health organizations. The physicians submit all bills to a single place for 
reimbursement. One measure of the efficiency losses directly connected to the problem of 
enforcing the private insurance contracts is the proportion of total medical costs absorbed in 
paperwork and administration associated with payment in the two systems. In the US in 1999, 
health care administrative costs amount to 31% of health care expenditures in United States and 
only 16.7% in Canada. What are called “overhead costs” within total administrative costs comes 
to almost 12% of private insurance company spending on health in the U.S., but only about 1.3% 
of spending in the Canadian system. 24 While not all administrative costs are connected to 
contract issues, much of the difference between the Canadian and American administrative costs 
is connected to the complexities of monitoring and payment connected to the market. This 
simplified system of resource allocation and accounting is much more efficient than one based 
on capitalist property relations. 

5. Intellectual property rights 
Intellectual property rights include a variety of legal rules that prevent people from having free 
access to the use of various kinds of knowledge and information: patents restrict the use of 
inventions; copyrights prevent the duplication of intellectual products and artistic creations; 
                                                 
23 The claim here is that although there will still be issues of free-riding even in cooperative enterprises, the costs of 
solving the problem will be less since workers will engage in more consistent mutual supervision by virtue of the 
greater stakes in the collective enterprise. Cooperative ownership by workers also underwrites a different set of 
moral norms about labor effort, which also reduce monitoring costs. These issues are extensively discussed in 
volume III of the Real Utopias Project, Recasting Egalitarianism: new rules for communities, states and markets, by 
Sam Bowles and Herb Gintis (Verso, 1998). For a somewhat skeptical view of the general efficiency gains from 
cooperative ownership, see Henry Hansmann,  The Ownership of Enterprise. (Cambridge, Mass: Harvard University 
Press, 1996) 
24 These figures are reported in Steffie Woolhandler, Terry Campbell, and David U. Himmelstein, “Costs of Health 
Care Administration in the United States and Canada,” The New England Journal of Medicine, 2003; 349: 768-75.  
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trademarks protect the use of brand names. The justification for these forms of private property 
rights is that without them there would be little incentive to produce inventions, intellectual 
products and artistic creations. Inventions require the investment of time, energy and resources in 
research and development, much of it quite risky. Intellectual products like books and artistic 
creations also require much time and effort, and sometimes financial investment as well. Unless 
the people who make these investments know in advance that if the products turn out to be 
valuable they will have rights to the economic returns on the products of those investments, they 
will not bother making the investments in the first place. 

 This certainly seems like a plausible argument. It turns out, however, that there is very little 
empirical evidence to support the claim.25  There are three major issues here. First, while 
intellectual property rights may provide incentives, they also impede the diffusion of information 
and use of new ideas to generate further advances. The net effect of patents and copyrights on 
invention, creativity and intellectual production therefore depends upon relative magnitude of 
these two opposing forces – the positive impact of incentives and the negative impact of 
impediments to use and diffusion. There is no reason to assume that the former generally 
outweighs the latter.  

  Second, the defenders of intellectual property rights assume that the only reliable incentive 
for creativity and invention is monetary reward, but this is simply not the case. A great deal of 
research and development is done in publicly financed projects in universities and other research 
settings. Scientists are driven by a range of motives other than monetary rewards: prestige, 
curiosity, solving problems for humanity. Most artists and writers, even dedicated artists and 
writers, do not receive large financial rewards from their work and yet they persist because of 
their commitments to aesthetic values and a need to express themselves. This is not to say that 
financial reward plays no role, and certainly if producers of intellectual products receive no 
financial rewards for their creative work it may be difficult for them to continue. But for many – 
perhaps most – people engaged in creative intellectual activities, monetary incentives protected 
by intellectual property rights are of secondary importance. 

 Third, it may also be the case that the emphasis on monetary incentives and the strong 
protection of intellectual property actually undermines some of the other motivations that are 
important for innovation and creativity. There is good empirical research that demonstrates that 
monetary incentives can undermine altruistic motivations for cooperation, thus having the net 
effect of reducing cooperation.26 This could also affect scientific and artistic creativity: the 
presence of strong financial rewards for commercially profitable creative efforts may undermine 
the motivation to pursue more free-wheeling artist work and scientific research.  

                                                 
25 For a thorough discussion of why patents do not, in general, promote innovation, see Michele Boldrin and David 
Levine, Against Intellectual Monopoly (Cambridge: Cambridge University Press, 2007) 
26 The issue here is the extent to which altruistic or other moral motivations for cooperation are complementary to 
selfish motivations. Two motivations are complementary when the presence of one does not undermine the 
effectiveness of the other. If this is the case, then in a situation where people are motivated to cooperate for moral 
reasons, they will be even more motivated if monetary incentives are added. If, on the other hand, the motivations 
are substitutes or contradictory, then adding monetary incentives reduces the force of motivations rooted in moral 
commitments. For a discussion of the problem of how self-interested motives can crowd out more altruistic motives, 
see Sam Bowles, “Policies Designed for Self-Interested Citizens May Undermine ‘The Moral Sentiments’: Evidence 
from Economic Experiments,” Science 20 June 2008 Vol. 320. no. 5883, pp. 1605 - 1609 
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While it may be true that some limited protection of intellectual property rights is needed 
for incentive purposes – for example, to insure proper attribution of authorship – the strong 
regime of private property in intellectual products that characterizes capitalism probably on 
balance fetters innovation and creativity. What has come to be called the “open source” 
movement in information technology is a practical demonstration of this. The open source 
movement is best known for the development of the Linux computer operating system. There is 
no patent or copyright on the source code for Linux. It has been developed by thousands of 
programmers cooperating and contributing new codes and ideas to its development. By most 
accounts this has resulted in an operating system that is technologically superior to its main rival, 
the PC operating system developed by Microsoft. 

6. The costs of inequality 
Many defenses of capitalism argue that there is a trade-off between equality and efficiency: the 
redistribution needed to move towards greater equality, the argument goes, undermines the 
incentives to work hard and invest, thus ultimately reducing economic efficiency. While, like the 
argument about intellectual property rights, this argument may seem intuitively plausible, 
empirical research on the question has not been able to establish a direct relation between the 
levels of inequality in a country and rates of economic growth, productivity growth, or any other 
aggregate measure of efficiency.27  As in the case of intellectual property rights, the issue here is 
that there are a number of important reasons why inequality beyond some level undermines 
efficiency, and these negative effects may swamp whatever positive incentive effects are 
connected to inequality. First, high levels of inequality, particularly when associated with 
marginalization at the bottom, generate social conflict and social disorder. Police, guards, courts, 
prisons, not to mention the direct costs of crime itself, are all costs of inequality. Second, even 
apart from costs of social disorder, high levels of inequality erode social solidarity, a sense that 
“we are all in the same boat together”. Solidarity is an important source of efficient cooperation 
– cooperation that does not require large payments and surveillance to elicit effort and 
responsibility. Third, and perhaps most crucially for the questions of efficiency, large levels of 
inequality imply a huge waste of human talents and resources. Steven Jay Gould, the eminent 
evolutionary biologist, puts it this way: “I am somehow less interested in the weight and 
convolutions of Einstein's brain than in the near certainty that people of equal talent have lived 
and died in cotton fields and sweatshops.”28 High levels of inequality mean, necessarily, 
inequalities in access to the material means to develop talents and human potentials. This is 
massively wasteful.   

Most of these problems of economic inefficiency are not unique to capitalism. In any developed, 
complex industrial economy with high levels of interdependency, there will be a problem of 
potential negative externalities and temptations to overexploit natural resources. Shirking and 
other forms of opportunistic behavior are issues in any form of economic organization. There 
will always be difficult issues of combining material incentives and intrinsic motivations for 

                                                 
27 Lane Kenworthy, “Equality and efficiency: The illusory tradeoff”  European Journal of Political Research, vol 
27:2, 2006, (p 225-254)  and Egalitarian Capitalism: Jobs, Incomes, and Growth in Affluent Countries (New York: 
Russell Sage Foundation, 2007), chapter 4. “An Equality Growth Trade-off.” 
28 Stephen Jay Gould, "Wide Hats and Narrow Minds," in The Panda's Thumb (New York: W.W. Norton, 1980), 
p.151. 
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creativity and innovation. So, the criticism of capitalism in terms of these sources of inefficiency 
is not that they are unique to capitalism, but rather they are likely to be especially intense and 
difficult to counteract in capitalism by virtue of the centrality of private, profit-seeking 
motivations in the operation of the capitalist market and the conflictual character of capitalist 
class relations.  

Proposition 6. Capitalism has a systematic bias towards consumerism29 

One of the virtues of capitalism is that it contains a core dynamic which tends to increase 
productivity over time. When productivity increases, there are two sorts of things that in 
principle can happen: we could produce the same amount of things with fewer inputs, or we 
could produce more things with the same amount of inputs. The criticism of capitalism is that it 
contains a systematic bias towards turning increases in productivity into increased consumption 
rather than increased “free time”.  There are times, of course, when the best way of improving 
the conditions of life of people is to increase output. When an economy does not produce enough 
to provide adequate nutrition, housing and other amenities for people, economic growth in the 
sense of an increase in total output would generally be a good thing. But when a society is 
already extremely rich there is no longer any intrinsic reason why growth in aggregate 
consumption is desirable.  

 The dynamics of capitalist profit-driven market competition imposes a strong pressure on 
capitalist economies to grow in total output, not just in productivity. Profits are made from 
selling goods and services. The more a capitalist firm sells, the higher the profits. Capitalist firms 
are therefore constantly attempting to increase their production and their sales. Enormous 
resources are devoted to this specific task, most clearly in the form of advertising and marketing 
strategies, but also in terms of government policies that systematically facilitate expansion of 
output. In the aggregate, this creates a strong dynamic towards a trajectory of growth biased 
towards increased production. Since this implies a dynamic ever-increasing consumption 
supported by cultural forms which emphasize the ways in which increased consumption brings 
individual satisfaction, this bias is appropriately called “consumerism.” 

 This output bias is enshrined in the standard way in which “growth rates” are reported: the 
growth in the gross national product or gross domestic product is evaluated in terms of market 
prices. In such a calculation, free time is given zero value (because it is not sold on the market), 
and thus a process of economic growth in which productivity was turned into more time would 
be viewed as stagnation, and a country in which people worked shorter work weeks and had 
longer vacations than another country with similar levels of productivity would be viewed as a 
“poorer” country.  

 A defender of capitalism might reply to the criticism of consumerism by arguing that the 
basic reason capitalism generates growth in output instead of growth in leisure is because this is 
what people want. Consumerism simply reflects the real preferences of people for more stuff. It 

                                                 
29 The discussion of this proposition draws heavily from two books by Juliet Schor: The Overworked American: the 
Unexpected Decline of Leisure (New York: Basic Books, 1992) and The Overspent American: Upscaling, 
Downshifting and the New Consumer (New York: Basic Books, 1998). 
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is arrogant for leftwing intellectuals to disparage the consumption preferences of ordinary 
people. If people really preferred leisure to more consumption, then they would work less hard.  

 This reply rests on three incorrect assumptions about the conditions under which people 
make choices between leisure, work and consumption. First, the claim that consumerism simply 
reflects what people really want assumes that the preferences of people for consumption and 
leisure are formed in an autonomous manner, unaffected by the strategies of capitalist firms. This 
is an implausible assumption. What people feel they need in order to live well is heavily shaped 
by cultural messages and socially diffused expectations. To imagine that preferences for 
consumption are formed autonomously is to claim that advertising, marketing and the promotion 
of consumerist life styles in the mass media have no effects on people.  

 Second, the claim that people would work less hard if they really wanted to assumes that 
there are no significant institutional impediments to people freely choosing the balance between 
work and leisure in their lives. This is simply not the case; there are significant obstacles other 
than individual consumerist preference which prevent people from freely choosing the balance 
between work, consumption and “free time”. Many capitalist firms prefer to hire fewer workers 
for longer hours rather than to hire more workers for fewer hours since in many jobs there are 
fixed overhead costs of employment per worker. Some of these are the result of the rules 
governing the employment contract over things like fringe benefits and payroll taxes, but some 
of the fixed overhead costs of production are intrinsic to various production processes. This 
would include the costs of formal training of workers, the costs acquiring tacit knowledge of 
workplaces, the costs of building social capital within workplaces (i.e. the development of 
networks and smooth communication among participants in the labor process). All of these mean 
that it is generally cheaper to hire one worker for 40 hours than two for 20 hours, and this creates 
disincentives for employers to allow employees to freely choose the number of hours they want 
to work (or, equivalently, it leads employers to impose a severe wage and fringe benefit penalty 
on hours reduction, making the trade-off between work and leisure much more costly for 
workers).  
 Third, the argument that there is no real bias towards consumerism assumes that if large 
numbers of people were to choose a significantly less consumerist lifestyle, this would not have 
significant macro-economic effects which would make the anti-consumerism unsustainable. If 
somehow it were to come to pass that large numbers of people in a capitalist society were able to 
resist the preferences shaped by consumerist culture and opt for “voluntary simplicity” with 
lower consumption and much more leisure, this would precipitate a severe economic crisis, for if 
demand in the market were to significantly decline, the profits of many capitalists firms would 
collapse. In the absence of an expanding market, competition among firms would become much 
more intense since any firm’s gain would be another firm’s loss, and, more broadly, social 
conflicts would intensify. For these reasons, the state in capitalist economies would adopt 
policies to counteract anti-consumerist movements if they were to gain sufficient strength to 
have a significant impact on the market.  

The state’s role in promoting the consumption bias inherent in capitalist economies is 
particularly sharply revealed in times of economic crisis. In an economic downturn, governments 
attempt to “stimulate” the economy by, in various ways, encouraging people to consume more by 
reducing taxes, by reducing interest rates so borrowing is cheaper or, in some cases, by directly 
giving people more money to spend. In the severe economic crisis that began in 2008, 
economists warned that not only was consumption declining because of rising unemployment, 
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but people were beginning to save more and this would only make matters worse. In order to get 
the economy back on track it was essential that people start spending more, saving less. 
Reinvigorating mass consumerism is a condition for reinvigorating capitalism.  

 This bias towards consumerism is a problem, of course, only if there are negative 
consequences of ever-increasing consumption. Four issues are especially important here: First, as 
discussed in proposition 7 below, consumerism is environmentally damaging. Second, many 
people in highly productive societies feel enormous “time binds” in their lives. Time scarcity is a 
continual source of stress, but the cultural pressures and institutional arrangements that 
accompany consumerism make it difficult for people individually to solve these problems. Third, 
a good case can be made that capitalist consumerism leads to less fulfilling and meaningful lives 
than do less manically consumption-oriented ways of life. Certainly research on happiness 
indicates that once a person has a comfortable standard of living, increased income and 
consumption does not lead to increased life satisfaction and happiness.30 People find meaning 
and happiness through their connections with other people, through their engagement in 
interesting work and activities and their participation in communities much more than through 
lavish consumption. Consumerism as a cultural model for living a good life, therefore, hinders 
human flourishing. Finally, even if one takes a culturally relativist stance on the good life and 
argues that consumerism is just as good a way of life as less consumerist alternatives, it is still 
the case that capitalism is not neutral with respect to this choice, but erects systematic obstacles 
to less consumption-oriented ways of life. It is this bias, rather than consumerism per se, that is 
the central problem. 

Proposition 7. Capitalism is environmentally destructive 
Capitalism significantly contributes to environmental problems in three principle ways. Each of 
these has been discussed under other propositions above, but the issue of environmental 
destruction is sufficiently important that it is worth reiterating them.  

 First, the systematic pressure on profit-maximizing firms to generate negative externalities 
means that in the absence of some strong countervailing mechanism, capitalist firms will ignore 
environmental costs. This is a stronger claim than a simple argument about rational action of 
individuals with selfish motives. Individuals may litter the environment by throwing a can out of 
a car window because this is a low-cost way of disposing a can and they are indifferent to its 
negative impact on others, but it is not the case that there are strong pressures on individuals to 
act this way. Capitalist firms face competitive pressures to reduce costs, and externalizing those 
costs on the environment is a good strategy of doing this. This pressure cannot be countered by 
the market itself; it requires some form of non-capitalist intervention either by the state or by 
organized social forces. 

 Second, nonrenewable natural resources are systematically under-priced in the market since 
their value to people in the future is not registered in the dynamics of supply and demand in the 
present. The result is that actors in capitalist markets over-consume these resources. Capitalist 
markets are inherently organized around relatively short time horizons, and thus the only way 
that the value to future generations of these resources can be taken into account in decisions 

                                                 
30 For a review of research on the link between economic standing and happiness, see Richard Layard, Happiness 
(New York: Penguin, 2005) 



Chapter 3. What is so Bad about Capitalism?  
 
 

47

about present uses is through the imposition of constraints on capitalism, again, by the state or by 
organized social forces. 

 Finally, the strong bias towards consumerism in the dynamics of capitalist markets has dire 
ecological consequences. In principle productivity growth could be quite beneficial for the 
environment, since this means that fewer inputs are needed to produce a given output. However, 
the bias generated by capitalist competition towards the expansion of markets and the 
consumption of ever-greater quantities of things means that productivity growth is, in general, 
translated into more production and higher consumption standards within capitalism. Particularly 
if we look at this issue in global terms in which economic growth in parts of the developing 
world fuels consumerism as a world-wide phenomenon, it is hard to imagine how this could be 
ecologically sustainable. This does not mean that consumption standards in poor countries 
shouldn’t rise. By any standard of social justice, this is desirable. But it does imply that an 
economic system that fosters escalating consumerism in already rich countries and blocks any 
long-term plan to constrain consumption growth in these countries is environmentally destructive 
on a global level. 

Proposition 8. Capitalist commodification threatens important broadly held values 
The word “commodification” refers to the process by which new spheres of human activity 
become organized through markets. Historically this has mainly involved the shift in production 
from the household, where goods and services were produced for the direct consumption of 
family members, to production by capitalist firms for the market, but in the contemporary period 
commodification also refers to the shift of production from the state to the capitalist market.31 
The classic example of the commodification of household production is food: there was a time in 
which most people grew most of their own food, processed it for storage, and transformed it into 
meals. By the 20th century most people in developed capitalist societies purchased all food 
ingredients in the market, but still transformed these inputs into meals within the home. 
Increasingly, since the closing decades of the twentieth century, the food purchased in the market 
became closer and closer to a final meal – frozen pizzas, micro-wave meals, etc. – and fully 
commodified meals in restaurants became an increasingly important part of food consumption 
for most people in developed capitalist economies.  

 Markets may be an economically efficient way of organizing the production and distribution 
of many things, yet most people feel that there are certain aspects of human activity which 
should not be organized by markets even if it would be “efficient” in a technical economic sense 
to do so. Virtually everyone, except for a few extreme libertarians, believes that it would be 
wrong to create a capitalist market for the production and adoption of babies.32 Even if it were 

                                                 
31 The extensive “privatization” of state services – including such things as public utilities like water and electricity, 
public transportation, health services, and even such core state services as welfare agencies, prisons, and public 
education -- are examples of partial commodification, since in these cases the provision of the services typically 
remain fairly heavily regulated by public power. 
32 Some libertarians argue that a market for the production and adoption of babies would improve the lives of 
everyone involved: poor women would have their income substantially raised; prospective adoptive couples would 
find it easier to get babies; the babies would live better lives; and there would be fewer abortions. Since everyone 
would gain from the exchange, the argument goes, why prohibit it? Furthermore, some strong libertarians argue that 
parents have a kind of property right in their children, and thus they should have the right to sell this property just 
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the case that the exchanges on such a market were entirely voluntary, the idea of turning a baby 
into a commodity with a market price and selling the baby to the highest bidder is seen by most 
people as a monstrous violation of the moral value of human beings. Most people also object to a 
market in voluntary slaves – that is, a market in which you are allowed to sell yourself 
voluntarily into slavery. And most people object to markets in most body parts and organs, 
whether the organs come from live donors as in the case of things like kidneys and corneas, or 
from deceased donors, as in the case of hearts.33 Partially this is because of the belief that such 
markets would inevitably pray on the vulnerabilities of the poor and lead to many types of abuse, 
but also it is because of wariness in reducing the human body to the status of a commodity with a 
market price attached to it. So, even in highly commodified capitalist societies, most people 
believe that there are moral limits to the domains in which capitalist markets should be allowed 
to organize our activities. Human beings should not be treated like commodities. 

 If commodification threatened important moral values only in a few special cases, then the 
critique of capitalism in these terms would be relatively limited. This is not, however, the case. 
On closer inspection there is a fairly broad range of activities for which commodification raises 
salient moral issues. Consider the following examples: 

Child care 

Children require labor intensive care. This care can be provided through a variety of social 
organizations: the family, state-organized childcare services, various kinds of community-based 
child care, or for-profit market based child care organized by capitalist firms. The market 
solution to this problem does not mean that all for-profit child care will be of poor quality and 
harmful to the well-being of children. What it means is that the quality of the care will often be a 
function of the capacity of parents to pay. Capitalist firms providing childcare services will be 
organized around the objective of maximizing profits, and meeting the needs of children will 
only matter to the extent that this contributes to this goal. In order to maximize profits, firms will 
have strong incentives to seek low cost labor for the staff of childcare centers, especially for 
those servicing poor families. The training of caregivers will be low, and the staffing ratios 
suboptimal in most centers. Parents with lots of resources and a capacity to obtain good 
information about the quality of providers will be able to purchase good quality childcare, but 
many families will not.  

 For strong defenders of the market, this sharp differentiation of quality of childcare is not a 
problem. After all, the reasoning goes, poor quality market-provided childcare may still be better 
than no childcare services, and in any case the parents can chose to provide the childcare at home 

                                                                                                                                                             
like any other property. For a defense of these kinds of positions, see Murray Rothbart, The Ethics of Liberty (New 
York: NYU Press, 1998), chapter 14. Children and Rights. 
33 There is less consensus about the desirability of markets in renewable body parts, most notably for the case of 
blood. Many people feel there is nothing wrong in having a for-profit commercial blood donation firms. Research on 
blood donation, however, generally shows that both the quality and quantity of blood acquired through market 
mechanisms is lower than in well-organized nonmarket systems that rely on (and reinforce) altruism. See Jane 
Piliavin and Peter Callero, Giving Blood: The Development of an Altruistic Identity (Baltimore: Johns Hopkins 
University Press, 1991)  and Kieran Healy, Last Best Gifts: Altruism and the Market for Human Blood and Organs. 
(University of Chicago Press, 2006) 
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if they prefer.34 It is only because it is an overall improvement in their situation that they choose 
the poor quality market based childcare over the higher quality family provided care. If anyone is 
devaluing the needs of children in this process, it is the parents, for it is they who decide the 
balance of trade-offs between on the one hand buying substandard care on the market and 
earning more income from their jobs and, on the other, providing their own childcare and earning 
less. The capitalist childcare firms in the market merely respond to their preferences.  

 This defense ignores the ways in which it is precisely the capitalist character of the economy 
that imposes these trade-offs on people.  Other systems of organizing the provision of care-
giving services would create other trade-offs – between providing good quality childcare services 
for everyone and having lower taxes, for example – but they would not inherently impose the 
choice between higher earnings and poor quality childcare on poor parents. In any case, whether 
one believes that the morally-accountable agent for the devaluation of the needs of children is the 
consumer (parents) or the capitalist firm, the fact remains that a market-based for-profit 
organization of childcare services will have this effect. 

 These problems in the quality of childcare services can, of course, be moderated by state 
licensing, quality standards and monitoring, but to the extent that these are effective, they 
interfere with the functioning of the market, restrict the operation of the rights of private property 
and thus render the provision of the service less purely capitalistic. If such regulation retains the 
underlying capitalist market structure of production, it will, necessarily, have the effect of raising 
the costs of such services and pricing poor families out of the market unless some other 
nonmarket mechanisms are introduced, such as cost-subsidies from the state. This too moves the 
provision away from a purely commodified form. The important point here is that so long as 
non-family childcare services are provided strictly through the capitalist market, there will be a 
strong tendency for the commodification of childcare to contribute to the devaluation of the 
needs of children. 

Product safety 

One of the issues which any producer for the market must deal with is the safety to the consumer 
of the things they produce and sell. This is especially salient in certain domains of production, 
such as food or transportation. Generally, improving the safety of a product increases its cost, at 
least when safety requires more expensive designs or product quality controls. The question then 
becomes this: under conditions of competitive capitalist markets, how do profit-maximizing 
firms make choices about the costs and benefits of improved safety. 

 This is an issue around which we have good empirical evidence. One of the most notorious 
cases was the decision over fuel tank safety of the Ford Pinto in the 1970s. Here is the basic 
story, based on internal memos from the Ford Corporation as analyzed by Mark Downy35: The 

                                                 
34 Milton Friedman, in his book Capitalism and Freedom (University of Chicago Press, 1962), makes a similar 
argument for doctors: It would be desirable to eliminate official licensing of doctors since this would make lower 
cost medical services available to the poor. Official licensing of doctors is simply a way to create a monopoly of 
services by certified doctors. Without official certification there would be private quality rating services, and 
consumers could then decide whether they wanted high priced doctors with high quality private certification, or 
cheaper alternatives.  
35 This account is based on research by Mark Dowie reported in his essay “Pinto Madness”, Mother Jones, 
September/October 1977 
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Ford Pinto had a design flaw in its fuel tanks which made it prone to explosion in certain kinds 
of accidents. Once this flaw was discovered, the company had to decide whether it was cost-
effective to fix the problem or, alternatively, to pay the costs of settlements to civil suits resulting 
from injury and death caused by the defect. To make this cost-benefit analysis, the Ford Motor 
Company calculated what, from their point of view, was the value of each life lost in such 
accidents. They calculated this primarily on the basis of the future income lost because of death, 
which in 1971 (in their estimate) came to around $200,000. The cost of recalling all Pintos and 
fixing the problem came to about $11/car. With these numbers, what should Ford do? This 
retrofitting would cost Ford about $137 million -- $11 for each of the 12.5 million vehicles on 
the road. Roughly 180 people died a year because of the defect. The total “benefit” of the repair 
to the Ford Motor Company, therefore, came to only about $36 million (180 x $200,000). Even if 
the court settlements got considerably higher, the company executives figured it was cheaper to 
be sued in court and pay out to victims than pay for the repairs, so they didn’t do the repairs. 

 This kind of calculation makes perfect sense in a profit-maximizing capitalist market. The 
only way to “rationally” figure out the cost/benefit trade-off here was to estimate the “market 
value” of a human life. This virtual commodification of life then makes it possible to weigh costs 
and benefits from the point of view of the profit maximization strategy of the firm. Of course, it 
will always be the case that in assessing risks and allocating resources some kind of calculation 
of costs and benefits has to be done, since you cannot do everything and scarce resources 
ultimately have to be allocated. The issue here is that capitalist markets reduce this problem to 
the question of what is most profitable to capitalist firms and this is corrosive of human values. 

The Arts 

Many people regard the arts as a vitally important domain of human activity for exploring life, 
meaning, and beauty. Of course, artists and performers of all sorts have often been prepared to 
make considerable personal economic sacrifices in order to participate vigorously in the arts, and 
much arts activity takes place outside of the discipline of the capitalist market. But still, the arts 
do need financial resources to thrive: drama needs theaters; symphonies need concert halls; and 
all performers and artists need to eat. If the main source of such funding is from the capitalist 
market, then the autonomy and vitality of the arts are threatened. Many theaters face enormous 
pressures to produce only those plays that will be a “commercial success,” rather than plays that 
are controversial, innovative, or less accessible. Musicians are hampered by the commercial 
imperatives of “record deals.” Writers find it difficult to publish novels when profit-maximizing 
strategies of publishers become oriented to producing “blockbusters”. A fully commodified 
market for the arts thus threatens the core values of human artistic activity. This is one of the 
central reasons why in most countries there is substantial public subsidy of the arts. It is also why 
the wealthy subsidize through philanthropy the kinds of arts which they consume – opera, art 
museums, symphonies. They realize that if these organizations had to rely strictly on commercial 
success through the sale of tickets to the consumers of the performances they would not be able 
to survive.  

Religion and Spirituality 

Religion and spirituality grapple with some of the deepest issues people confront: death, life, 
purpose, ultimate meaning. All religions see these issues as transcending the mundane world of 
economic activity; religion is valued because of its importance in helping people come to terms 
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with these matters. The distinctive value of religion is continually threatened by 
commodification. The most notorious example, decried by many religious Christians, is the 
commercialization of Christmas. But perhaps even more profoundly, the commodification of 
churches themselves – turning churches into profit-maximizing sellers of religion – threatens 
religious values.  

These examples are not meant to suggest that it is always inappropriate to use market criteria and 
market rationality in making decisions about the allocation of resources. The argument is simply 
that for many important economic decisions, the logic of the market needs to be balanced with 
other values, and for certain kinds of allocations, market criteria should be largely marginalized. 
This is a complex task because of the heterogeneity of different values that come into play in 
many contexts. The kind of dialogue and deliberation required to navigate these problems is 
impossible when commodification is regarded as the universally best solution to the problem of 
economic provision, and when the specific form of rational calculation of costs and benefits 
embodied in the market is taken as a universal paradigm for making choices. This is precisely the 
discipline imposed by capitalism. 

Proposition 9. Capitalism, in a world of nation states, fuels militarism and imperialism 
As I will use the terms here, both militarism and imperialism refer to the properties and strategies 
of states. Militarism refers to the development of military power beyond a level needed for 
narrow defensive purposes. A highly militaristic state is one in which military personnel, beliefs 
and values permeate the state, subordinating state policy to military priorities. Examples would 
include Japan in the 1930s and the United States since the mid-20th century. In the United States 
military priorities dominate the budget of the national state, military spending plays a pivotal role 
in the relationship between the state and economy, and military values and perspectives permeate 
foreign policy. These patterns may have intensified in the first decade of the 21st century, but 
they have characterized the U.S. state since the 1950s. Imperialism refers to strategies of states in 
which states use political and military power for purposes of economic domination outside of the 
state’s immediate territorial jurisdiction.36 The political and military power used may involve 
territorial conquest or overthrow of regimes, but it may also involve “softer” forms of power like 
international loans and foreign aid so long as such transfers reinforce economic dependencies.  
The central idea is that imperialism is a political-economic system in which state power is used 
internationally to support global forms of economic exploitation and domination. 

 Imperialism and militarism are obviously connected, since military power is one of the 
central forms of power deployed to extend and defend global forms of imperialist economic 
relations. Nevertheless, it is useful to distinguish these since militarism is not simply in the 

                                                 
36 The word “imperialism” is sometimes used to refer to the strategies of empires in which a state conquers and 
subordinates other parts of the world, either in the form of colonies or as components of an expanded multi-national 
state. Other times it is used to refer to global economic systems in which capitalist corporations from the developed 
capitalist world economically dominate economic activities and capital accumulations in other parts of the world. I 
am using the term to describe a particular intersection of the strategies of states and economic domination across 
territories.  
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service of economic objectives but is also shaped by geopolitical dynamics37, and economic 
imperialism does not rely only on military power. 

 Defined in this way, militarism and imperialism are hardly unique to capitalism.  Feudal 
states were centrally organized around military power and forms of subordination anchored in 
military command, and the imperial domination of territories for purposes of exploiting human 
and natural resources has occurred since the earliest city-states were formed. So capitalism as 
such does not create militarism and imperialism. Nevertheless, capitalism does, in specific ways, 
fuel both imperialism and militarism and shape their distinctive character in the world today. 

 Imperialism has been an aspect of capitalism from its beginnings. At the core of a capitalist 
economy is the search for markets and profits, and frequently this involves extending markets to 
new places and seeking sources of profits globally. Sometimes this kind of global market-making 
and capitalist expansion takes place through purely economic means: merchants extend their 
trade networks, find new supplies of particular commodities and new outlets for profitable 
investment across long distances. But frequently such global expansion of capitalism has been 
backed by military power.  

 A variety of different forces historically have come into play in linking economic expansion 
with military force. The use of military power to expand and defend markets can be a way of 
excluding rival capitalist classes from those markets. This was particularly important in the era 
of mercantilism and colonialism where large capitalist trading companies were closely connected 
to states which enforced monopolies on their trading activities. The use of military power can 
also play a pivotal role in overcoming resistance to capitalist penetration, as was the case in the 
imperialist wars against China in the 19th century. In the second half of the 20th century military 
power played an important role in preserving the possibilities for capital accumulation on a 
global scale by attempting to repress anti-capitalist revolutionary movements and policies in 
various parts of the world, both through direct military intervention and through a variety of 
forms of indirect intervention.38  

 In addition to militarism being fueled by capitalism because of its link to imperialism, 
militarism is also connected deeply to capitalism through the economic importance of military 
spending. This is particularly central in the United States where military spending plays a critical 
role in the capitalist economy and underwrites the profits of many large capitalist corporations, 
but even in countries with a less militarized state such as Sweden, the production of military 
hardware can be a very profitable sector of capitalist production. While it would be an 
                                                 
37 By “geopolitical dynamics” I mean dynamics that are generated by rivalries among states in an inter-state system. 
These rivalries are fueled by a variety of processes, some of which may be economic and closely tied to capitalism, 
but which also include ideological and cultural forces. Nationalism as an ideological and cultural process, for 
example, can animate drives for state formation and conflicts between states which contribute to militarism in ways 
distinct from economically-grounded imperialism. 
38 The use of military force by the developed capitalist countries, especially the United States, against anti-capitalist 
movements in the Third World was politically framed in terms of containing the Soviet Union and China as 
geopolitical threats to the security of the United States. The apocalyptic vision that legitimated the Cold War was of 
a nuclear attack on the United States by the USSR. While it was undoubtedly the case that there was a geopolitical 
dynamic of conflict in play in this period, it was also the case that US military interventions – whether in the form of 
direct US military involvement as in Viet Nam or indirect involvement in supporting military coups in Iran, 
Guatemala, Chile and many other places – was a response to various kinds of threats to global capitalist economic 
structures in these places. 
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exaggeration to argue that the direct interests of capitalist firms in military spending explains 
militarism, the economic importance of military spending creates significant, powerful 
constituencies who oppose demilitarization.39 

Proposition 10. Capitalism corrodes community 
“Community” is one of those flexible terms in social and political discussions which are used in 
a wide variety of ways for different purposes. Here I will define the idea of community quite 
broadly as any social unit within which people are concerned about the well being of other 
people and feel solidarity and obligations towards others. A “community” need not be a small 
geographical locale like a neighborhood, but often communities are geographically rooted, since 
such deep attachments and commitments are often built on direct, face-to-face interactions.  One 
can also talk about the degree of community in a particular social setting, since reciprocity, 
solidarity, mutual concern and caring can vary in intensity and durability. A strong community is 
one in which these mutual obligations run very deep; a weak community is one in which they are 
less demanding and more easily disrupted.  

 Community as a moral ideal refers to the value of such solidarity, reciprocity, mutual concern 
and mutual caring. Access to community in this sense is one aspect of the social condition for 
human flourishing. But community is not just a question of what defines a good society in a 
moral sense; it is also an instrumental question of how best to solve a deep, inherent practical 
problem for human beings: we can only survive, and above all, thrive, if we cooperate with each 
other. Cooperation can be built on a foundation of pure self-interest, but such cooperation is 
more fragile and requires more sanctions and monitoring than cooperation that grows out of a 
sense of reciprocity, obligation and solidarity. So, even if one does not especially value mutual 
caring and mutual concern as a moral ideal, one can still acknowledge that community is 
instrumentally valuable in lowering the costs of social cooperation.40 

 Capitalism, as a system of organizing economic activity, has an intensely contradictory 
relation to community as a way of organizing social cooperation. On the one hand, capitalism 
presupposes at least weak forms of community, since some degree of mutual obligation is 
                                                 
39 A second, more complex, economic foundation for militarism concerns the importance of government debt for the 
financial sector of the economy. Giovanni Arrighi has argued that throughout the history of capitalism, military 
spending has played a pivotal role in the period “financialization” of capitalist economies, enabling capitalists to 
sustain profitability and capital accumulation through various kinds of financial instruments under conditions in 
which the rate of profit from the productive economy has declined. In effect this means that state power is used to 
transfer surplus to the capitalist class through taxation and debt creation. Militarism is a key part of this process, 
providing the necessary legitimation for these relations. See Giovanni Arrighi, The Long Twentieth Century: Money, 
Power and the Origins of Our Times (London: Verso, 1994). 
 
40 The claim that a sense of community lowers the cost of cooperation can be clarified through the familiar story of 
the “free rider” problem in collective action. A free rider problem occurs when it is possible to personally benefit 
from some collective action without incurring the costs that come from participating in the collective action. For 
example, all workers may benefit from a wage increase after a successful strike even if they did not go on strike, and 
thus continued to draw their wages during the period of the strike. If everyone is motivated exclusively by self-
interest, with no sense of collective obligation or mutual concern, then any collective action faces a serious problem 
of preventing people from defecting from the costs of the collective action and free-riding on the efforts of others. In 
a world in which people are exclusively motivated by self-interest it is usually fairly costly to block such free riding, 
since it requires a fair amount of coercion or special incentives. When people are motivated by a sense of 
community – shared obligations, reciprocity, mutual caring, etc. – then free riding becomes a less pressing issue. 
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essential for market exchanges and contracts to be possible. Emile Durkheim referred to this as 
the “noncontractual basis of contract”.41 Polanyi emphasizes the ways in which markets would 
destroy society unless they are constrained by effective communal institutions.42 On the other 
hand, capitalism undermines community. Two considerations are especially important here: first, 
the ways in which markets foster motivations antithetical to community, and second, the way 
capitalism generates inequalities that undermine broad social solidarity. 

 The central motivations that are built into capitalist markets are deeply antagonistic to the 
principles of community. G.A. Cohen explains this antagonism brilliantly in his essay “Back to 
Socialist Basics”: 

I mean here by ‘community’ the anti-market principle according to which I serve you not 
because of what I can get out of doing so but because you need my service. This is anti-
market because the market motivates productive contribution not on the basis of 
commitment to one’s fellow human beings and a desire serve them while being served by 
them, but on the basis of impersonal cash reward. The immediate motive to productive 
activity in a market society is typically some mixture of greed and fear….In greed, other 
people are seen as possible sources of enrichment, and in fear they are seen as threats. 
These are horrible ways of seeing other people, however much we have become 
habituated and inured to them, as a result of centuries of capitalist development.43 

The market cultivates dispositions in people that sharply contradict the kinds of motivations 
needed for strong community. This does not mean, of course, that community and market cannot 
coexist: there is no sociological law that states that societies cannot exist with deeply 
contradictory principles at work. But it does mean that in capitalism a large domain of important 
social interaction is dominated by motives antithetical to community and thus in order to 
strengthen community one has to struggle against the pervasive presence of markets and market 
thinking. The scope of community, therefore, tends to be narrowed to the level of personal 
relations and local settings rather than extended to broader circles of social interaction.  

 Capitalism also undermines community through the ways in which it fosters economic 
inequality, particularly given the underlying mechanisms of exploitation within capitalist class 
relations. In an exploitative relation, the exploiting category has active interests in maintaining 
the vulnerability and deprivations of the exploited category. This generates antagonisms of 
interests that undermine the sense of shared fate and mutual generosity.  

 Marx thought that this fracturing of social solidarity within capitalist society would be 
counterbalanced by the deepening of solidarity within the exploited class. He believed that the 
dynamics of capitalism would generate increasing interdependency and homogeneity of 
condition among the broad mass of workers, and that interdependency and homogeneity would 
generate an increasing sense of solidarity. The community of workers, then, would be the basis 
for the eventual transformation of capitalism into a community of all people. Unfortunately, the 
dynamics of capitalism have not generated this radical homogeneity of class situation, but 
                                                 
41 Emile Durkheim, The Division of Labor (New York: The Free Press, 1947)  
42 Karl Polanyi, The Great Transformation: The Political and Economic Origins of Our Time 
(Boston Beacon Press, 2001 [originally published 1944]) 
 
43 G.A. Cohen, “Back to Socialist Basics,” New Left Review, #207, September/October 1994. p.9.  
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instead have produced ever more complex forms of economic inequality and intensified forms of 
labor market competition. Instead of a tendency towards ever-wider solidarity among the mass of 
noncapitalists, capitalism has generated ever-narrower circles of niche solidarity among people 
with unequal, segmented opportunities in the market. Community is thus narrowed and fractured 
both because of the inherent principles of greed and fear that drive competition, and because of 
the structure of inequality which results from that competition. 

Proposition 11. Capitalism limits democracy 
Defenders of capitalism often argue that capitalism is an essential condition for democracy. The 
best known statement of this thesis comes from Milton Friedman’s capitalist manifesto, 
Capitalism and Freedom.44 The great virtue of capitalism, Friedman argues, is that it prevents a 
unitary concentration of power by institutionally separating economic power from state power. 
Capitalism thus underwrites a social order with competing elites, and this facilitates both 
individual freedom and democratic political competition. To be sure, capitalism does not 
guarantee democracy; there are many examples of authoritarian states in capitalist societies. 
Capitalism is thus a necessary, but not sufficient, condition for democracy. But it is a crucial 
necessary condition, Friedman argues, and when combined with economic development (which 
capitalism also generates), eventually makes democracy almost inevitable. 

 Even if one rejects the strong version of Freidman’s argument – that without capitalism, 
democracy is impossible – there is no doubt that capitalism under conditions of high levels of 
economic development is strongly associated with democratic forms of the state. As Adam 
Przeworski has shown, in 100% of the cases (so far), in no capitalist society in which the per 
capita income is above about $6000 (in 1985 “purchasing power parity” dollars) has a 
democratic government ever turned into a dictatorship.45 Nevertheless, if we take the idea of 
democracy seriously as “rule by the people”, there are three important ways in which capitalism 
limits democracy. 

  First, by definition, “private” ownership of means of production means that significant 
domains of decisions that have broad collective effects are simply removed from collective 
decision-making. While the boundaries between the aspects of property rights that are considered 
private and the aspects that are subjected to public control are periodically contested, in capitalist 
society the presumption is that decisions over property are private matters and only in special 
circumstances can public bodies legitimately encroach on them.  

 If it were the case that the private decisions of owners of capitalist firms had no significant 
consequences for the well-being of people not party to the decisions, then this would not 
constitute an important limit on democracy. The idea of democracy is that people should 
collectively make decisions over those matters which affect their collective fate, not that all uses 
of resources in a society should be made through collective-democratic processes. The key issue, 
then, is that the private decisions of owners of capitalist firms often have massive collective 
consequences both for the workers inside of the firm and for people not directly employed in the 
firm, and thus the exclusion of such decisions from public deliberation and control reduces 

                                                 
44 Milton Friedman, Capitalism and Freedom (Chicago: University of Chicago Press, 2002 [1962])  
45Przeworski, Adam. 2006. “Self-enforcing Democracy.” In Donald Wittman and Barry Weingast (eds.), Oxford 
Handbook of Political Economy. New York: Oxford University Press.  
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democracy. A society in which there are meaningful forms of workers democratic control within 
firms and external democratic public control over firms is a more democratic society than one 
which lacks these institutional arrangements. Of course, as defenders of capitalism argue, there 
may be reasons for the exclusion of non-owners from such decisions, either on the grounds of 
economic efficiency or on the grounds that people have the right to dispose of “their” property as 
they see fit even if this has large consequences for others, but these considerations do not change 
the fact that capitalist property rights reduce democracy.46 

 Second, even apart from the direct effects of the exclusion of democratic bodies from control 
over the allocation of investments, the inability of democratic bodies to control the flows and 
movement of capital undermines the ability of democracy to set collective priorities even over 
those activities which capitalist firms themselves do not directly organize. The ability of 
communities to decide how best to provide public education or childcare or police and fire 
services, for example, is reduced by the fact that the local tax base depends upon private 
investment, and the amount of that investment is under private control. The democratic 
collectivity has very limited power to ask the question: how should we allocate the aggregate 
social surplus to different priorities – economic growth, individual consumption, public 
amenities, publicly supported care-giving, the arts, the police, etc. The issue here is not simply 
that many of these decisions are made outside of democratic deliberation, but that because 
investments are made privately, the threat of disinvestment heavily constrains all other allocative 
decisions within democratic bodies, even over those things in which capitalists do not make 
investments.47 

 Third, the high concentrations of wealth and economic power generated by capitalist 
dynamics subvert principles of democratic political equality. Political equality means that there 
are no morally-irrelevant attributes that generate inequalities in the opportunity of people to 
participate effectively in democratic politics and influence political decisions. This does not 
mean that every person in fact has an equal influence on political outcomes. A person who is 
seen as trustworthy and honest and capable of expressing ideas clearly and persuasively may 
have factually more influence on a political process than a person who lacks these attributes. 

                                                 
46 A defender of capitalism who also believes in the value of democracy can defend capitalism against this critique 
in three ways: 1. Restricted democracy is the only stable form of democracy. While on paper it would be nice for 
people to have broad democratic control over the full range of things which affect their collective fate, this is just not 
possible. Any attempt at building such institutions will fail.  2. An expansive democracy is possible and it could be 
stable, but it would result in undesirable losses in efficiency. The optimal trade-off between these two values – 
efficiency and democracy – requires removing basic investment decisions from direct democratic control.  3. There 
are two values which clash here: the moral right people have to dispose of their property as they wish, and the right 
of people to collective control decisions that affect their collective fate. For a variety of reasons elaborated by 
libertarians, the first of these has lexical priority of the second (i.e. it must be fully met before the second value 
comes into play).   
47 The threat of disinvestment has been identified by many writers as the pivotal form of structural power of capital 
within a capitalist democracy. This dependency of the state on private investment is identified by Goran Therborn as 
one of the pivotal characteristics of the state that renders it a “capitalist state”. Charles Lindbloom identifies this as 
the essential reason the state is forced to worry about creating a favorable “business climate”. Joshua Cohen and Joel 
Rogers identify this as the core of the “demand constraint” on democratic politics: people can only effectively 
demand those things which are compatible with on-going capitalist investment. In all of these analyses democracy is 
limited by the power of capital. See Goran Therborn, What does the ruling class do when it rules?  (London: Verso, 
1980), Charles E Lindblom, Politics and Markets: The World's Political Economic Systems (New York: Basic 
Books, 1977); Joshua Cohen and Joel Rogers On democracy (New York: Penguin, 1982).  



Chapter 3. What is so Bad about Capitalism?  
 
 

57

These, however, are morally relevant attributes to public deliberation over collective decisions. 
The key to political equality is that morally irrelevant attributes such as race, gender, religious 
affiliation, wealth, income, and so on, do not generate inequalities in political power. Capitalism 
violates this condition. While this violation of political equality may be more severe in the 
United States than most other developed capitalist countries, people with lots of money and 
people who occupy powerful positions in the economy invariably have a disproportionate 
influence on political outcomes in all capitalist societies. There are many mechanisms in play 
here. Wealthy people have greater ability to contribute to political campaigns. Powerful people 
in corporations are embedded in social networks which give them access to policy makers in 
government, and they are in a position to fund lobbyists to influence both politicians and 
bureaucratic officials. They have greater influence on the media, especially the private capitalist 
media, and through this control are able to influence public opinion. While one-person-one-vote 
in electoral competition is a critical form of political equality, its efficacy in insuring broad 
political equality in capitalist democracies is severely undercut by deep interconnections between 
political and economic power within capitalism. 

* 

 These eleven propositions define what is wrong with capitalism from a radical egalitarian, 
democratic normative standpoint. If it could be shown that these propositions are false in the 
sense that capitalism, if left to its own devices, would in time remedy all of these harms, then the 
impulse to articulate the parameters of an emancipatory alternative to capitalism would be 
significantly undercut. But given our current state of knowledge about the inherent properties 
and dynamics of capitalism, this seems quite implausible. If this judgment is correct, then any 
serious effort to ameliorate these harms ultimately must confront capitalism itself. 

 This immediately poses two serious problems. First, what is the alternative to capitalism? 
Unless one believes that a viable alternative is possible which would actually reduce these 
harms, then what is the point in challenging capitalism itself? Second, how do we challenge the 
power relations and institutions of the existing society in order to create this alternative? How do 
we get from here to there? The rest of this book will explore a way of thinking about these 
questions. 
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In this chapter we will explore the logic of two broad strategies for constructing the foundations 
of a theory of emancipatory social alternatives. The first is the theory elaborated first by Karl 
Marx, historically by far the most important approach to this problem. Even though Marxist 
perspectives on social change have lost favor among critics of capitalism, the Marxist tradition 
offers the most ambitious attempt at constructing a scientific theory of alternatives to capitalism, 
and it is important to understand the logic and limitations of this strategy of analysis. We will 
begin by briefly sketching the central elements of this strategy. This will be followed by a 
discussion of certain ways in which Marx’s approach is unsatisfactory. The chapter will conclude 
by explaining the central logic of an alternative. Chapter 5 will then elaborate this alternative in 
more detail. 

MARX’S THEORY OF ALTERNATIVES TO CAPITALISM: THE THEORY OF HISTORICAL 
TRAJECTORY 
Marx had an intellectually brilliant, if ultimately unsatisfactory, solution to the problem of 
specifying the alternative to capitalism in a credible way. Rather than develop a systematic 
theoretical model which could demonstrate the possibility of a viable emancipatory alternative to 
capitalism, he proposed a theory of the long-term impossibility of capitalism. His arguments are 
familiar: because of its inner dynamics and contradictions, capitalism destroys its own conditions 
of possibility. This is a deterministic theory: in the long-run capitalism will become an 
impossible social order, so some alternative will of necessity have to occur. The trick is then to 
make a credible case that a democratic egalitarian organization of economy and society is a 
plausible form of such an alternative. Here is where Marx’s theory gets especially elegant, for 
the contradictions which propel capitalism along its trajectory of self-erosion also create 
historical agents – the working class – with both an interest in a democratic egalitarian society 
and with an increasing capacity to translate those interests into action. Given all of these 
elements, Marx’s actual theory of socialism itself is a kind of pragmatist theory of “where there 
is a will there is a way” grounded in a spirit of experimental problem-solving by creative 
solidaristic workers. 

 Let us look at these arguments more closely. They can be distilled into five core theses: 

Thesis 1.  The long-term nonsustainability of capitalism thesis. In the long-run capitalism is 
an unsustainable economic system. Its internal dynamics (“laws of motion”) systematically 
undermine the conditions of its own reproducibility, thus making capitalism progressively more 
and more fragile and, eventually, unsustainable.   

 This is a proposition about the long term trajectory of capitalist development. It is a 
prediction of the future, indeed a very strong prediction: the trajectory of capitalist development 
will culminate in the demise of capitalism itself. Capitalism is an historically specific form of 
economic organization that came into being as a result of the internal dynamics of the previous 
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form of economy and will eventually cease to exist. Capitalism is an integrated system, not just 
an assemblage of parts, and it thus contains coherent mechanisms for its own reproduction. But it 
is a specific kind of system – a system which contains dynamic contradictions which, over time, 
undermine these mechanisms of reproduction, eventually making the system unsustainable. The 
claim here is not simply that capitalism, as a human construction, can be transformed into 
something else through deliberate human initiative. Rather, the claim is that capitalism will be 
transformed into something else because of its inherent contradictions. This proposition does not 
itself imply that capitalism will be replaced by something better from the point of view of human 
welfare, just that its self-destructive dynamics insure that it will be a historically time-limited 
form of economy. 

  This prediction is based on four principle observations about empirical trends Marx 
observed in the 19th century combined with a theoretical argument about the underlying 
mechanisms which generate these trends. 

 The empirical trends are these: First, in the course of capitalist development the level of 
productivity increases enormously, particularly because of the productivity gains from the 
increasing capital intensity of production. Second, capitalism expands relentlessly in a double 
sense: more and more domains of production are commodified and organized by capitalist firms, 
and capitalist markets extend to ever-wider reaches of the world. Capitalism thus develops both 
intensively and extensively – deepening its penetration of society and extending its reach 
geographically. Third, capitalist development tends to increase the concentration and 
centralization of capital: over time capitalist firms become larger and larger, and the percentage 
of production in the market controlled by those large firms steadily increases. This means that 
not only does the world become ever-more organized through capitalist markets, but these 
markets become ever-more dominated by giant firms. Fourth, the economic crises that 
periodically disrupt capitalist markets and production tend to become more serious and 
prolonged as capitalism develops. This final observation is linked to the first three: as a broad 
generalization, the more developed are the forces of production, the more comprehensive is the 
market in a capitalist economy, and the more the market is dominated by giant corporations, the 
more severe are economic crises when they occur. 

 These are general empirical observations Marx made in the third quarter of the 19th century. 
In order to make a scientific projection of these trends into the future it is necessary to identify 
the underlying causal processes which generate the trends. It is this that will enable Marx to 
make his strong predictions about the history of capitalism’s future. 1 

 Much of Marx’s great work, Capital, is devoted to elaborating these underlying causal 
processes, which collectively constitute the “laws of motion” of capitalism. The crucial 
component of this analysis for our purposes is what Marx called the “law of the falling tendency 

                                                 
1 This is basically the logic of computer simulations and forecasting for things like global warming today: You begin 
with a series of observable historical trends up to the present and then propose models of causal processes thought to 
generate these trends which effectively replicate the observed trajectory. This, along with assumptions about the 
behavior of various parameters enables a range of predictions about the trajectory into the future using computer 
simulations. Marx, of course, did not have a computer for his simulations, but he did use mathematical models of the 
“laws of motion” of capitalism which, he believed, gave a compelling account of the observable trajectory of 
capitalism, and which then with some assumptions about how parameters would and would not change, enabled him 
to predict the long-term trajectory into the future. 
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of the rate of profit.”  This law is meant to designate a set of interconnected causal processes 
within capitalism which generate a systematic tendency for the aggregate rate of profit in a 
capitalist economy to decline over time. It is this element in Marx’s overall theory of capitalist 
development that most directly bears on the question of the progressive intensification of crises 
in capitalism over time and thus the long-term instability of the system. 

 The theoretical elaboration of this law is quite complex, involving technical details of the 
labor theory of value among other things.2 I will not attempt to provide a systematic exposition 
of the theoretical foundations of Marx’s analysis here, but the gist of the argument for the falling 
rate of profit is this: There are two different kinds of processes at work in generating economic 
crises in capitalism. First, there are periodic rises and falls in the rate of profit which generate 
what we now call business cycles. There are many factors which contribute to these, but mostly 
they can be subsumed under the heading “the anarchy of the market”, including, for example, the 
tendency of capitalist firms to produce more than the market can absorb (“overproduction”) or 
the tendency of capitalists to push the wages of their workers down in order to reduce costs, thus 
depressing demand in the market (“underconsumption”). These are processes closely related to 
the economic crisis mechanisms specified by Keynes in the 20th century.  

 Second, Marx postulated a long-term causal process which gradually reduces the average 
rate of profit in a capitalist economy across business cycles. This long term mechanism Marx 
argued is linked to the rising capital intensity of capitalist production. The key idea is that 
aggregate profits in capitalism depend upon the production of an economic surplus – that is, 
producing more than is required to simply reproduce the inputs used up in production, both the 
labor inputs and all of the nonlabor inputs (raw materials, means of production, etc.). The 
monetary value of this surplus is what we call “profits.” The rate of profit, then, is the ratio 
between the value of this surplus product and the value of all of the inputs used in production. 
Why should this ratio decline over time? Marx’s answer relies on the technical details of the 
labor theory of value. Roughly the argument is that the value of all products is determined by the 
amount of labor time embodied in their production (thus the labor theory of value). Since, 
according to the labor theory of value, only labor creates value, the value of the surplus – called 
“surplus value” – thus depends upon how much labor is performed in producing the surplus. As 
capital intensity increases, the amount of new labor used in production relative to the amount of 
means of production and raw materials declines. In a sense the surplus-value-generating-intensity 
of production declines even though overall productivity increases. Since with increasing capital 
intensity the ratio of surplus value to the value of all inputs will tend to decline, the monetary 
rate of profit – which is determined by this labor value ratio – will also decline. Since 
competition among firms forces each individual firm to innovate in the process of production, 
and since Marx believed these innovations would tend to raise the capital intensity of production 
over time, there is therefore a long term tendency for the rate of profit to decline.3  
                                                 
2 There are many expositions of the law of the falling tendency of the rate of profit. For an explanation of the law 
that explicitly links this to an account of the long-term trajectory of capitalist crises see Erik Olin Wright, Class, 
Crisis and the State, (London: verso,1978), chapter 3. 
3 Marx and subsequent Marxist-inspired political economists also argue that there are various counter-tendencies to 
this process: the rate of exploitation of workers can increase in ways which counteract the effect of rising capital 
intensity; new discoveries can sometimes make capital goods themselves cheaper; expansion of markets into new 
parts of the world can raise profits. Still, as indicated by the decision to call the falling rate of profit the “tendency” 
and these other things “counter-tendencies”, Marx saw these countervailing factors as secondary and incapable, in 
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 This long-term decline in the aggregate rate of profit in a capitalist economy means that 
over time the episodic crises that occur from things like overproduction and underconsumption 
will become more and more serious; the troughs of depressions will be deeper, and the peaks of 
expansion lower. The declining long-term rate of profit, in effect, reduces the room to maneuver 
in the system: small cyclical declines will push more firms into bankruptcy and it will be harder 
to regenerate the conditions for profitable capital accumulation. In the limit, as the long-term rate 
of profit approaches zero, capitalism would become so unstable as to be unsustainable. 

Thesis 2.  The intensification of anticapitalist class struggle thesis.  The dynamics of capitalist 
development systematically tend (a) to increase the proportion of the population – the working 
class – whose interests are pervasively hurt by capitalism, and at the same time (b) to increase 
the collective capacity of the working class to challenge capitalism. The result is an 
intensification of class struggle directed against capitalism. 

 Thesis 1 is a proposition about the structural tendencies of capitalist development. Thesis 2 
is a proposition about agency. It postulates that capitalism produces a collective actor with both 
an interest and capacity to challenge capitalism. To use a metaphor popular in the Marxist 
tradition, capitalism produces its own gravediggers. 

 The first part of this proposition concerns the creation of the working class, generally 
referred to as the process of proletarianization. Proletarianization involves two kinds of social 
changes. First there is the process through which an increasing proportion of the population is 
brought into the capitalist employment relation and thus subjected to capitalist exploitation. This 
involves the large-scale destruction of various kinds of noncapitalist types of work, most notably 
in Marx’s time small holder self-employed agricultural workers and other kinds of “petty 
bourgeois” self-employed producers. More recently this aspect of proletarianization has centered 
on the entry of married women into the paid labor force. Second, there is the process through 
which the autonomy and skills of workers within the capitalist employment are reduced through 
the process of work routinization and “deskilling.” Taken together, these two processes of social 
change mean that over time the working class increases in size and in homogeneity of working 
conditions.   

 Proletarianization by itself, however, would not be enough to generate the intensification of 
anticapitalist class struggle postulated in Thesis 2, since the intensity of social conflict depends 
not only on the intensity of opposing interests but also, crucially, on the capacity of people to 
engage in collective actions in pursuit of those interests. Grievances are never sufficient to 
explain overt conflicts, since it is often the case that people lack the capacity to act on their 
grievances. The second part of thesis 2 argues that the dynamics of capitalist development also 
tend to solve this problem. In particular: the growth of large work sites as a result of increasing 
capital intensity and increasing scale of production means that the physical concentration of 
workers increases, which facilitates the communication and coordination needed for collective 
action; increasing homogenization of working conditions means that cleavages of interests based 
on skill differences among workers decline; and the destruction of the petty bourgeoisie and 
small firms means that the prospects for individual escape from the working class becomes less 
                                                                                                                                                             
the long-term, of completely negating the principle tendency. He certainly believed that capitalist development 
moved along a self-destructive trajectory towards more severe economic crises which ultimately undermined the 
conditions of existence of capitalism itself. 
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likely, thus increasing the sense of sharing a common fate. If these trends were to continue, the 
clarion call “workers of the world unite -- you have nothing to lose but your chains and a world 
to win” would increasingly make sense to people.  

Thesis 3. The revolutionary transformation thesis. Since capitalism becomes increasingly 
precarious as an economic system (thesis 1) while the principal class arrayed against capitalism 
becomes increasingly large and capable of challenging capitalism (thesis 2), eventually the 
social forces opposing capitalism will be sufficiently strong and capitalism itself sufficiently 
weak that the institutions designed to protect capitalism will no longer be able to prevent it from 
being overthrown.  

 In the Marxist theory of capitalism, capitalist society is more than just a capitalist economy. 
It also contains an array of institutions which, among other things, act to protect capitalism from 
various kinds of threats. In the classical idiom of Marxism these institutions are referred to as the 
“superstructure”. Of particular importance in this regard is the state, which helps to reproduce 
capitalism through a variety of mechanisms, particularly the use of force to protect capitalist 
property rights and repress organized challenges to capitalism, and ideological and cultural 
institutions, which help to reproduce capitalism by shaping ideas, values and beliefs. 

 Now, it could be the case that these institutions were so robust and powerful that they would 
reproduce capitalism even when it became completely stagnant and moribund. There are two 
principle reasons why Marxists have felt that this is an unlikely outcome. First, it takes resources 
to effectively run the state and the machinery of ideology, and these resources come out of the 
social surplus. If capitalism is in more or less continual and deepening economic crisis because 
of the collapse of the rate of profit, it becomes more difficult to fund these “social overhead” 
costs. The fiscal crisis of the state is one symptom of this. Second, if capitalism ceases to 
“deliver the goods” and becomes mired in endless crisis – which is what thesis 1 argues is its 
long-run fate – then it would become increasingly difficult to maintain the solid allegiance of the 
rank and file personnel of the state. One aspect of the intensification of class struggles (thesis 2) 
is the emergence of anti-capitalist political leadership offering a vision of an alternative to 
capitalism – socialism – which becomes increasingly attractive to many people not firmly in the 
working class, including much of the personnel of the state, once capitalism ceases provide a 
credible vision for the future. Once the capitalist economic base can no longer adequately fund 
the state and the personnel in the state no longer consistently defend it, a successful political 
assault on the state becomes possible.4 And once this has occurred, then the rapid construction of 
a new economic structure becomes possible. 

 Marx was relatively vague about the actual process through which this destruction of the 
political superstructure of capitalism would occur.  Typically Marxists have envisioned this 
process as involving a violent revolution which “smashes” the capitalist state and creates a 
relatively abrupt rupture in the basic organizing principles of the economy and the state. The 
assumption was that the resistance of the capitalist class to any fundamental transformation of 

                                                 
4 In the absence of a theory of the long-run stagnation of capitalism there would be little reason to believe that the 
capacity of the state to reproduce capitalism would necessarily decline. The existence of periodic cyclical crises, 
unless they have a tendency to become more severe over time, would not be sufficient to weaken the superstructure 
in a decisive way. This is why the theory of the falling tendency of the rate of profit is so important to Marx’s theory 
of the future of capitalism. 
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capitalism would be sufficiently strong and the cohesion of the capitalist state would remain 
sufficiently intact that a peaceful, democratic transformation would simply be impossible. Any 
attempt at this would culminate in violent state repression – the capitalist class and the state 
would simply refuse to play by the rules – and thus a violent overthrow of the state would be in 
practice the only viable strategy of challenging the basic structure of capitalism. This, however, 
is not an essential part of the theory itself, but an historically contingent prediction. The 
fundamental argument is that once capitalism becomes a moribund economic system, the 
superstructures of capitalism will no longer be able to effectively reproduce capitalism in the 
face of the intensified class struggles for its radical transformation. 

 One of the implications of thesis 3 is that the actual historical timing of the “end of 
capitalism” does not simply depend upon the laws of motion of capitalism which propel it 
towards self-destruction. It also depends upon the collective actions of class-based social forces, 
and the development of the collective power of these forces will be affected by a myriad of 
contingent historical factors. While the long-term stagnation and crisis of the capitalist economy 
creates the opportunity for its transformation, the transformation itself is still the result of 
collective struggles against capitalism and the state. In this sense the actual destiny of capitalism 
is not really “collapse” but “overthrow”: within the logic of the theory, the revolutionary 
challengers to capitalism are likely to succeed well before capitalism reaches the point of 
complete economic disintegration. 

Thesis 4. The transition to socialism thesis: Given the ultimate non-sustainability of capitalism 
(thesis 1), and the interests and capacities of the social actors arrayed against capitalism (thesis 
2), in the aftermath of the destruction of the capitalist state and capitalism through intensified 
class struggle (thesis 3), socialism, defined as a society in which the system of production is 
collectively owned and controlled through egalitarian democratic institutions, is its most likely 
successor since the collectively organized working class will be in the best position to insure that 
its interests are embodied in the new post-capitalist institutions.  
 Strictly speaking, theses 1-3 merely provide a basis for the prediction that capitalism will 
eventually come to an end, but they do not provide systematic grounds for predicting the 
properties of the alternative that will replace it. Nevertheless Marx, and subsequent thinkers 
within the Marxist tradition, had an optimistic view of prospects for post-capitalism being 
organized around radically egalitarian and democratic principles.  

 There were three main reasons for this optimism. First, capitalism raises the level of 
productivity enormously which means that in a post-capitalist society scarcity in a broad sense 
will have been largely overcome. This makes a more egalitarian distribution easier to sustain, but 
also liberates enormous amounts of time for people to engage in the collective responsibilities of 
democratically running the economy. Second, capitalist development generates large mega-
corporations which already constitute a kind of quasi-“social” property since they are actually 
run by representatives of owners rather than the owners themselves. This makes the transition to 
a more fully democratic system of control easier than would have been the case in earlier forms 
of capitalism. And finally – and most crucially – in order to overthrow capitalism the working 
class had to become a coherent, powerful organized political force. This means that it is in the 
position to construct the kind of egalitarian and democratic institutions that best embody the 
interests of workers.  
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 Of course, being in a politically powerful position and having interests in an egalitarian and 
democratic organization of the economy does not prove that in practice it is actually possible to 
construct such institutions in a stable and sustainable way. Marx provided only the slimmest of 
gestures about what socialist institutions would look like: socialism would replace private 
ownership of the means of production by some collective form of ownership, although the 
precise meaning of this idea remained vague; and the market would be replaced by some form of 
comprehensive planning, although again almost nothing was said about the mechanics of such 
planning, how it would work and why we should believe it was sustainable.5 In a few places, 
most notably in his famous analysis of the Paris Commune, Marx provides empirical evidence 
that a vibrant form of democratic, egalitarian power has occurred for a limited time under special 
circumstances, but this hardly provides a strong case that such collective organization could 
sustainably build the institutions to organize a complex, modern economy in a democratic 
egalitarian manner.  Basically, in the end, the actual theory of constructing these new institutions 
is a combination of “where there is a will there is a way” and “necessity is the parent of 
invention”: workers would be empowered through their collective political organization, and the 
actual process of constructing these new institutions would proceed in a creative, trial-and-error, 
democratic experimentalist manner. In effect this means that Marx proposed a highly 
deterministic theory of the demise of capitalism and a relatively voluntaristic theory of the 
construction of its alternative.6 

Thesis 5. The Communism Destination Thesis. The dynamics of socialist development 
gradually lead to a strengthening of community solidarity and a progressive erosion of material 
inequalities so that eventually classes and the state will “wither away”, resulting in the 
emergence of a communist society organized around the distributional principle “to each 
according to need, from each according to ability.” 

 This final thesis can be considered a utopian affirmation of the normative ideal of radical 
egalitarianism.  While it is plausible that community solidarity would increase and material 
inequality decline in a socialist economy (defined in the general manner of thesis 4), there really 
is no sustained argument for why in such a society the state would wither away to the point 
where social order would be insured entirely through voluntary cooperation and reciprocity, with 
no coercive authority and no binding rules. The sociological idea underlying such claim must be 
(more or less) that only class inequality generates robust forms of conflict and anti-social self-
interest, so that once class inequality disappears there would be no longer any need for coercion 
to play a role in social reproduction. This does not seem a plausible claim, and certainly Marx 

                                                 
5 For a good discussion of the limited elements of Marx’s vision of socialism, see Geoff Hodgson, Economics and 
Utopia: why the learning economy is not the end of history (London: Routledge: 1999), chapter 2.  
6 The claim that Marx proposes a deterministic theory of the demise of capitalism does not imply that he felt that 
conscious human agency was unimportant for this process. The strong prediction Marx makes that capitalism 
destroys itself is possible precisely because human beings are conscious actors capable of rational and creative 
actions. The agency of capitalists in pursuing rational strategies of capital accumulation and the agency of workers 
in responding to capitalist strategies is precisely what propels capitalism along its self-destructive trajectory. The 
theory is deterministic because the consequences of the strategies and actions have a predictable cumulative effect 
on the sustainability of capitalism. For a discussion of this deep relationship between agency and determinism, see 
G.A. Cohen, “Historical Inevitability and Revolutionary Agency,” chapter 4 in History, Labour and Freedom: 
themes from Marx (Oxford, Clarendon Press: 1988). 
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does not provide any systematic defense of it. As a result, it seems best to regard the communism 
destination thesis as a regulative ideal, as a moral vision to guide our actions rather than an actual 
claim about a future trajectory of social change. 

 Taken together, these five theses constitute a powerful and elegant argument for the 
viability of a radical egalitarian, democratic alternative to capitalism. If one can convincingly 
show that capitalism ultimately destroys itself and therefore that some alternative will have to 
occur, and furthermore that in conjunction with demise of capitalism a powerful collective actor 
will emerge with interests in constructing a democratic egalitarian alternative, then it is not too 
much of a leap of faith to believe that such institutions could be created in a pragmatic manner.  

INADEQUACIES IN MARX’S THEORY OF CAPITALISM’S FUTURE 
While there is much in the Marxist tradition of social theory that is of great value – particularly 
its critique of capitalism and the conceptual framework of its analysis of class – its theory of 
historical trajectory has a number of serious weaknesses.7 Four problems undermine the 
adequacy of the traditional Marxist theory of capitalism’s future for building a theory of 
alternatives to capitalism: crisis tendencies within capitalism do not appear to have an inherent 
tendency to become ever more intense over time; class structures have become more complex 
over time, rather than simplified through a process of homogenizing proletarianization; the 
collective capacity of the working class to challenge structures of capitalist power seems to 
decline within mature capitalist societies; ruptural strategies of social transformation, even if 
they were capable of overthrowing the capitalist state, do not seem to provide a socio-political 
setting for sustained democratic experimentalism. Since each of these themes has been 
extensively treated in contemporary discussions of Marxism and social change, I will only 
briefly review the core arguments here. 

The theory of crisis intensification 

The thesis that the crisis tendencies of capitalism will have a systematic tendency to intensify 
over time is critical to the whole argument, for this is the basis for the idea that the contradictions 
of capitalism ultimately destroy its own conditions of existence. If the most we can say is that 
capitalism will have a tendency for periodic economic crises of greater or lesser severity, but 
there is no overall tendency of intensification of disruptions to capital accumulation, then we no 
longer have grounds for the idea that capitalism becomes progressively more fragile over time. 
And without this trajectory towards a self-destructive future, capitalism would not have the 
property of becoming more vulnerable to collective challenge from anti-capitalist social forces. 

                                                 
7 It is useful to distinguish between what might be called “sociological Marxism,” which is anchored in the Marxist 
analysis of class and the critique of capitalism, and the Marxist theory of history (sometimes also called “historical 
materialism”), which is anchored in the theory of capitalist dynamics and historical trajectory. While the latter, I 
believe, is no longer defensible as it stands, the former remains a highly productive framework for critical theory 
and research and an essential component of emancipatory social science. For a discussion of sociological Marxism, 
see Michael Burawoy and Erik Olin Wright, “Sociological Marxism”, in Jonathan Turner (editor) Handbook of 
Sociological Theory. (Plenum Press, 2001). For discussion of the Marxist tradition as revolving around three clusters 
of problems – class analysis and the critique of capitalism, a normative vision of socialism, and the theory of history 
– see Erik Olin Wright, Interrogating Inequality (London: Verso, 1994), chapter 11. 

. 
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One can still hold the view that a severe and prolonged capitalist crisis, if it were to occur, might 
provide an historical “window of opportunity” for radical social transformation, but this is much 
weaker than a prediction about the increasing likelihood of such crises over time. 

 There are a number of reasons to be skeptical of the self-destruction thesis. First, while 
capitalism certainly contains a variety of processes which tend to produce periodic economic 
disruptions, Marx, and many subsequent Marxists, underestimated the extent to which state 
interventions can significantly moderate these tendencies. The result is that there does not appear 
to be any consistent tendency for economic disruptions to get worse over time. Second, while the 
rate of profit may be lower in highly developed stages of capitalist development than in earlier 
stages, there does not appear to be any long term tendency for it to continue to decline within 
mature capitalist economies. Third, on more theoretical grounds, the conceptual foundations of 
the “law of the falling tendency of the rate of profit” are quite problematic. Most fundamentally, 
the labor theory of value on which this law is based has been criticized even by economists 
broadly sympathetic to the normative and explanatory goals of Marxism. While the idea of labor 
as the source of value may be a useful device for illustrating the idea of the exploitation of labor, 
there is no persuasive reason for believing that labor and labor alone causally generates value. 
Marx certainly provided no sustained defense of this assumption, and contemporary discussions 
have not provided a convincing case.8 If the labor theory of value is rejected, then the argument 
that increasing capital intensity reduces the rate of profit no longer holds.9 

 Now, in light of these considerations it might be possible to construct some new theory of 
the self-destructive trajectory of capitalism. One idea in present discussions is that the heightened 
globalization of capitalism at the beginning of the 21st century severely undermines the capacity 
of the state to moderate crisis tendencies, since the geographical scope of market processes is no 
longer under the regulatory reach of state intervention. This could, conceivably, mean that 
                                                 
8 The labor theory of value was a broadly accepted tool of economic analysis in Marx’s time and thus, perhaps, he 
did not feel the need for a sustained defense. When he does comment on the grounds for the belief that labor is the 
basis of value, his argument is quite simple: we observe qualitatively different things exchanging in fixed ratios in 
the market – X pounds of steel are the same as Y tubes of toothpaste. How can such qualitatively different things be 
reduced to relative quantities? They must, Marx reasoned, have some quantitative substance in common. Labor time 
expended in their production, he then argued, is the only common quantitative substance. But this claim is simply 
wrong. Steel and toothpaste also share the property that they are produced with a certain number of calories of 
energy, for example. One could on this basis construct an energy theory of value, along with an account of the 
relationship between profits and surplus energy value. More generally, the value of commodities should be thought 
of as determined by the amount of scarce resources of all sorts that are embodied in the production, not just labor. 
For a discussion of the labor theory of value relevant for see these issues, see Ian Steedman, Marx after Sraffa 
(London: New Left Books, 1977). 
9 Furthermore, even if one accepts the central intuitions of the labor theory of value, the specific argument 
postulated by Marx for the tendency for the falling rate of profit is not persuasive. The pivotal idea in the theory is 
that rising capital intensity (referred to in this context as the “rising organic composition of capital”) will have the 
unintended effect in the aggregate of lowering the rate of profit. The prediction that there will be an actual tendency 
for profits to fall depends upon the idea that there is a tendency for capital intensity to continually rise with capitalist 
development. But once capitalist production is highly mechanized there is no longer any reason to believe that 
capital intensity will continue to rise, since new innovations take the form of replacing one kind of machine with 
another, and the new machines may or may not involve more capital relative to labor than the old. A good example 
is the replacement of mechanical adding machines with hand calculators. This is not simply a “counter-tendency”: 
there is no inherent directionality to the capital intensity of technical change in the process of production once 
capital intensity has reached a certain point. 
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economic crises in the future will be significantly more intense than in the late 20th century since 
no effective global crisis-management institutions are likely to develop. The financial crisis that 
began in 2008 may signal this new process of intensification. A second idea is that the 
environmental destruction generated by capitalist growth will ultimately destroy the ecological 
conditions of existence of capitalism. A third suggestion is that the shift from an industrial 
economy to a service economy and, perhaps, to a “knowledge economy” means that in the future 
it will be more and more difficult for owners of capital to dominate economic activity. 
Intellectual property is inherently more difficult to monopolize than physical capital. Particularly 
with the advent of new information technologies it is simply too easy for people to subvert 
private property rights in information and knowledge. Furthermore, the production of knowledge 
and information is most efficiently done as a collaborative, cooperative social activity, and thus 
the imposition of capitalist property rights on this process increasingly acts as a “fetter” on the 
further development of these forces of production. As a result, in the long run, capitalism will 
become more and more vulnerable to the challenge of noncapitalist ways of organizing the 
production and distribution of information and knowledge.   

All of these arguments could mean that the long term trajectory of capitalism will 
culminate in its self-destruction. These arguments, however, remain speculative and 
underdeveloped, and for the moment it does not appear that there is good reason to believe that 
the internal contradictions of capitalism render it, in the long run, an unsustainable economic 
structure. Capitalism may be undesirable for all the reasons as outlined in chapter 3, but still be 
reproducible. This does not imply, it must be stressed, that capitalism is untransformable: even if 
it’s internal dynamics do not generate a trajectory towards self-destruction it could be 
transformed through collective action. But such collective action will not necessarily be abetted 
by increasing fragility of capitalism. 

The theory of proletarianization 

The second major problem with the classical Marxist theory of the destiny of capitalism centers 
on the theory of proletarianization. While it is certainly true that the course of capitalist 
development has incorporated an increasing proportion of the labor force into capitalist 
employment relations, in the developed capitalist world this has not resulted in a process of 
intensified proletarianization and class homogenization but rather a trajectory of increasing 
complexity of class structures. A number of broad trends are worth noting.  

First, there is the development and expansion of what I have called “contradictory 
locations within class relations.”10 Class locations are the specific places occupied by individuals 
within a class structure. Working class locations and capitalist class locations are the two 
fundamental locations determined by the class relations of capitalism. But many locations in the 
class structure do not fall neatly into these two basic classes. In particular, class locations like 
managers and supervisors have the relational properties of both capitalists and workers and thus 
occupy “contradictory locations.” Professionals and highly skilled technical workers also occupy 
contradictory locations through their control over credentials. Somewhat less than half of the 

                                                 
10 For extended discussions of the problem of complexity of locations within class structures, see Erik Olin Wright, 
Classes (London: Verso, 1985), The Debate on Classes, (London: Verso,1989), and Class Counts (Cambridge: 
Cambridge University Press, 1997) 
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labor force in most developed capitalist countries occupies such contradictory locations.11  

Second, after a very long period of decline, in many capitalist countries there has been a 
growth of self-employment and small employers. To be sure, many of these small firms and 
independent self-employed persons are subordinated in various ways to large corporations, but 
nevertheless they are quite distinct from the working class.  

Third, while wealth has in recent years become more concentrated within at least some 
capitalist countries (most notably the United States), it is also the case that there has been an 
increasing diffusion of stock ownership – an increasing portion of the population have some 
corporate investments, either in the form of direct investments in stocks or contributory pension 
funds. While this is far from creating anything like “the ownership society” or a “people’s 
capitalism”, nevertheless, it adds complexity to the class structure of capitalism.  

Fourth, with the large-scale entry of women into the labor force, the ways in which many 
individuals are linked to class structures have become more complex than in the past, since in 
two-earner households family members are linked to the class structure through two jobs, not 
just one. The result is that a significant proportion of people lives in what can be termed “cross-
class households,” households in which the paid employment of husbands and wives are in 
different class locations.12  

Finally, there is increasing stratification within the working class in many developed 
capitalist countries. After a long period in which inequality in earnings among wage earners 
declined, such inequality sharply increased in the last quarter of the 20th century. Added to this, 
in some countries – most notably in the United States – there has been a fairly sharp polarization 
in the patterns of job growth since the early 1990s: jobs have expanded very rapidly at the top 
and bottom of the wage structure, but not in the middle.13 The working class, however it is 
defined, has become more internally differentiated instead of more homogeneous. 

 None of these forms of complexity in class relations mean that class is of declining 
importance in people’s lives, or that class structures are becoming less capitalist in any 
fundamental way. It simply means that the structural transformations that underlie the 
intensification of class struggle thesis have not occurred. 

The theory of class capacity 

The second component of the intensification of anticapitalist class struggle thesis in the classical 
Marxist theory of the trajectory of capitalism concerns the increasing capacity of the working 
class to challenge capitalism. This capacity has had, if anything, a tendency to decline within 
developed capitalist societies. Partially this is the result of the increasing heterogeneity of 
interests among employees, both because of complexity of the class structure and stratification 

                                                 
11 See Wright Class Counts, chapters 2 and 3. 
12  In the 1980s – the period for which I have solid data on this question – approximately 15% of the adult 
population lived in cross-class households in the United States. 
13 For a detailed examination of these trends in job growth, see Erik Olin Wright and Rachel Dwyer, “Patterns of Job 
Expansion and Contraction in the United States, 1960s-1990s”, (with Rachel Dwyer) Socioeconomic Review, 2003, 
1: 289-325 
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within the working class itself. Such heterogeneity makes the task of building solidarity and 
forming stable political coalitions more difficult. But the weakness of system-challenging class 
capacity also reflects ways in which capitalist democracies have offered people real opportunity 
to organize for significant improvement in conditions of life within the constraints of capitalism. 
One of the central conditions imposed by the state for taking advantage of these opportunities is 
abandoning any attempt at revolutionary organization and mobilization. The resulting “class 
compromises” – in the form of the labor movement and the welfare state – have enabled workers 
to make real gains. While these gains have certainly eroded somewhat in the last decades of the 
20th century, nevertheless they remain sufficiently strong to obstruct anti-system solidarities. 
Given the robustness of capitalism and the strength of the institutions that reproduce it, at least in 
mature capitalist democracies, such class compromises are probably still a credible course of 
action for working class organizations. In any case, in no developed capitalist society has the 
working class developed a collective capacity to challenge the foundations of capitalist power. 

The theory of ruptural transformation 

While there are no examples of successful revolutionary challenges to capitalism in developed 
capitalist countries (and virtually no examples even of significant, but unsuccessful, challenges), 
revolutionary challenges to capitalism have occurred in less developed capitalist societies, and in 
a few cases socialist revolutionaries have succeeded in gaining power. States have been 
overthrown and revolutionary regimes at least symbolically committed to socialism installed. 
These attempts at ruptural transformation, however, have never been able to sustain an extended 
process of democratic experimentalist institution-building. The “where-there-is-a-will-there-is-a-
way” theory of constructing alternative, emancipatory institutions depends upon the active, 
creative empowered participation of ordinary people in a process of democratic deliberation and 
institution-building. While there have been brief episodes of such egalitarian democratic 
participation within attempts at the revolutionary transformations of capitalism, such episodes 
have always been short-lived and relatively isolated. 

 Perhaps the failure of sustained democratic experimentalism in the aftermath of 
revolutions was because revolutionary regimes always faced extreme pressure, both economic 
and military, from powerful capitalist countries, and felt great urgency to consolidate power and 
build institutions of sufficient strength to withstand that pressure. Since democratic 
experimentalism is inevitably a messy process which depends heavily on the capacity to learn 
over time from mistakes, it is understandable why revolutionary regimes might have felt they 
could not wait for this to work. Or perhaps the problem was mainly the low level of economic 
development of the economies within which revolutionary movements succeeded in seizing 
political power. Classical Marxism certainly never imagined that a transformation of capitalism 
into a democratic egalitarian alternative would be possible unless capitalism had already 
generated very high levels of productivity. But it may also be that the concentrated forms of 
political power, violence, and organization needed to successfully produce a revolutionary 
rupture in existing institutions are themselves incompatible with the forms of participatory 
practice needed for meaningful democratic experimentalism in the construction of new 
emancipatory institutions. Revolutionary parties may be effective “organizational weapons” to 
topple capitalist states in certain circumstances, but they appear to be extremely ineffective 
means for constructing a democratic egalitarian alternative. As a result, the empirical cases we 
have of ruptures with capitalism have resulted in authoritarian state-bureaucratic forms of 
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economic organization rather than anything approaching a democratic-egalitarian alternative to 
capitalism. 

TOWARDS AN ALTERNATIVE FORMULATION OF THE PROBLEM 
The classical Marxist theory of alternatives to capitalism is deeply anchored in a deterministic 
theory of key properties of the trajectory of capitalism: by predicting the basic contours of the 
future of capitalism Marx hoped to contribute to the realization of an emancipatory alternative 
beyond capitalism. In the absence of a compelling dynamic theory of the destiny of capitalism, 
an alternative strategy is to shift our efforts from building a theory of dynamic trajectory to a 
theory of structural possibility. Let me explain this contrast. A theory of dynamic trajectory 
attempts to predict certain features of the future course of social change on the basis of an 
understanding of causal mechanisms that push society in a particular direction. By charting 
certain developments which we know will happen (assuming the theory is accurate), such a 
theory helps define the conditions for exploring things which can happen. Capitalism will 
(eventually) destroy itself, so socialism could be the alternative. A theory of structural 
possibility, in contrast, does not attempt to predict the course of development over time, but 
simply chart the range of possibilities for institutional changes under different social conditions.   

 The strongest version of a theory of structural possibility would be like having a 
comprehensive road map before embarking on a journey. The road map would tell you all of the 
possible destinations from your current location, and all of the alternative routes that will take 
you to each. A really good map would inform you about the road conditions on the different 
routes, indicating which require all-terrain vehicles and which might be either temporarily or 
permanently impassable (at least until some better mode of transportation is invented). With such 
a map the only question you face in actually making a trip to a particular destination is whether 
or not you have the proper vehicle for the journey. It may turn out, of course, that you are unable 
to divert sufficient resources to the purchase of the required vehicle to get to the most desirable 
destination, but at least you would have a realistic understanding of this constraint before leaving 
for the trip and could therefore change your plans.  

 Alas, there is no map, and no existing social theory is sufficiently powerful to even begin 
to construct such a comprehensive road map of possible social destinations, possible futures. It 
may well be that such a theory is impossible even in principle – the process of social change is 
too complex and too deeply affected by contingent concatenations of causal processes to be 
represented in the form of detailed road maps for possible futures. In any case, we don’t have a 
map available. And yet we want to leave the place where we are because of its harms and 
injustices. What is to be done?  

 Instead of the metaphor of a road map guiding us to a known destination, perhaps the best 
we can probably do is to think of the project of emancipatory social change as a voyage of 
exploration. We leave the well-known world with a compass that shows us the direction we want 
to go and an odometer which tells us how far from our point of departure we have traveled, but 
without a road map which lays out the entire route from the point of departure to the final 
destination. This has perils, of course: we may encounter chasms which we cannot cross, 
unforeseen obstacles which force us to move in a direction we had not planned. We may have to 
backtrack and try a new route. There will be moments when we reach high ground, with clear 
views toward the horizon, and this will greatly facilitate our navigation for a while. But other 
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times we must pick our way through confusing terrain and dense forests with little ability to see 
where we are going. Perhaps with technologies we invent along the way we can create some 
artificial high ground and see somewhat into the distance. And, in the end, we may discover that 
there are absolute limits to how far we can move in the hoped-for direction. While we cannot 
know in advance how far we can go, we can know if we are moving in the right direction. 

 This approach to thinking about emancipatory alternatives retains a strong normative 
vision of life beyond capitalism, but acknowledges the limitations of our scientific knowledge of 
the real possibilities of transcending capitalism. But note: this is not the same as embracing the 
false certainty that there exist untransgressable limits for constructing a radical democratic 
egalitarian alternative. The absence of solid scientific knowledge of limits of possibility applies 
both to the prospects of radical alternatives and the sustainability of capitalism.  

 The key to embarking on a journey of exploration and discovery is the usefulness of our 
navigational device. We need to construct what might be called a socialist compass: the 
principles which tell us if we are moving in the right direction. This is the task of the next 
chapter.  
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bodies, but are rather endowed with substantial public authority to act on the results of their 
deliberation. Decision-making is moved downward to the locus of problems as much as possible. 

5. Recombinant Decentralization 

While the design principle of devolution and decentralization is familiar, the idea of 
“recombinant decentralization” is not. Usually discussions of governance structures draw a fairly 
sharp contrast between centralized and decentralized patterns of decision-making. A distinctive 
feature of EPG, however, is a specific way of understanding the articulation of centralized and 
decentralized processes. Though basic decisions about means and ends are decentralized in EPG, 
there is a substantial role for central government and central authority as well. Local units do not 
operate as autonomous, atomized sites of decision-making. Instead the institutional design 
involves linkages of accountability and communication that connect local units to muscular 
central power. These central offices — for instance the mayor’s office or the headquarters of a 
police department or school system — can reinforce the quality of local democratic deliberation 
and problem-solving in variety of ways: by coordinating and distributing resources; by solving 
problems that local units cannot address by themselves; by rectifying pathological or 
incompetent decision-making in failing groups; and by diffusing innovations and learning across 
boundaries. 

Unlike ordinary bureaucratic, top-down, hierarchical models of organization, however, 
central authorities in EPG do not call the shots by developing plans and issuing orders for 
subordinates to execute. Instead, these central authorities support the problem-solving 
deliberations of more local, participatory entities and hold them accountable for operating in fair 
and effective ways. 

Unlike more anarchist political models in which concerns for liberation lead to demands for 
autonomous decentralization, empowered participatory governance thus suggests new forms of 
centrally-coordinated decentralization that reject both democratic centralism and strict 
decentralization as unworkable. The rigidity of the former leads it too often to disrespect local 
circumstances and intelligence and as a result it has a hard time learning from experience. 
Uncoordinated decentralization, on the other hand, isolates citizens into small units, surely a 
foolhardy measure for those who do not know how to solve a problem but suspect that others, 
somewhere else, do. Thus these reforms attempt to construct connections that spread information 
between local units and hold them accountable and this requires a strong, effective center.  

6. State-centered institutionalization  

A sixth characteristic of institutional innovations like the participatory budget is that they are 
both deeply connected to formal institutions of state governance and involve significant 
transformations those institutions. Many spontaneous activist efforts or projects led by non-
governmental organizations or social movement groups share some of the characteristics of EPG. 
However, they seek to influence state outcomes through outside pressure or sometimes to 
organize activities that operate parallel to official state programs. In both cases, they leave intact 
the basic institutions of state governance. 

By contrast, EPG reforms attempt to remake official institutions. EPG experiments are 
authorized by the state to make substantial decisions, and, most crucially, they try to change the 
central procedures of power rather than merely attempt to occasionally to influence what the 
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state does. These transformations attempt to institutionalize the on-going participation of 
ordinary citizens, most often in their role as consumers of public goods, in the direct 
determination of what those goods are and how they should be best provided. 

This perpetual participation stands in contrast, for example, to the relatively brief democratic 
moments in both campaign-based social movements and electoral competitions in ordinary 
politics in which leaders/elites mobilize popular participation for specific outcomes. If popular 
pressure becomes sufficient to implement some favored policy or elected candidate, the moment 
of broad participation usually ends; subsequent legislation, policy-making, and implementation 
then occurs in the largely isolated state sphere. In EPG the goal is create durable institutions of 
sustainable empowered participation of ordinary citizens in the activities of the state rather than 
simply episodic changes in the policies of the state. 

7. Countervailing power: The broader context of participatory empowerment 

Many on the Left would argue that EPG is impossible in most current societies because the 
differences of power — between workers and bosses, citizens and government officials, wealthy 
and poor citizens — are so great that fair deliberation is impossible. EPG institutions, from this 
perspective, are merely one additional arena in which the strong can dominate the weak. While I 
believe that the prospects for empowered participatory governance are not so dismal, I also 
believe that attempts at creating and consolidating institutions of empowered participation are 
very unlikely to be durable in the absence of what can be called organized countervailing power 
in the environment of such institutions. “Countervailing power” refers to a wide variety of 
processes that reduce – and perhaps even neutralize – the power advantages of ordinarily 
powerful groups and elites in the contexts of these governance institutions. Popular political 
parties, unions, and social movement organizations are the characteristic vehicles for such 
countervailing power. So, the argument here is this: empowered participatory governance 
requires some form of organized countervailing power in order to be sustained over time. It 
requires popular mobilization to work. 

The most enthusiastic supporters of pragmatist approaches to invigorating democratic 
institutions through collaborative problem-solving tend to minimize the importance of 
countervailing power. Michael Dorf and Charles Sable, for example, believe that the interests of 
actors are sufficiently underdetermined by their social positions that once they are embedded in 
the on-going process of democratic experimentalist problem-solving their interests will evolve 
along with the solution to problems. Interests, therefore, are basically endogenous to the 
dynamics of problem-solving institutions rather than given exogenously by power relations 
within the society at large. This is how Dorf and Sable frame the problem: 

Facing urgent problems that none can solve alone and seeking methods of establishing joint 
accountability, parties will often prefer to explore a potential solution, even if they are 
unsure of its outcome, than to do nothing. … Once begun, pragmatic problem solving 
loosens the hold of interest by fitfully darting, as it were, beyond its reach, thereby 
discovering solutions bit by bit in the unfamiliar territory beyond the reach of bounded 
rationality and habitual calculations of advantage. Such discoveries beget others: The value 
to all of the current, partial innovation (measured as improvements in the performance of 
current problem-solving institutions) will likely be increased substantially by the next 
innovation, and (as in the case of learning by monitoring in firms) the continuous exchange 
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of operating information among the collaborators will reduce the risk that any party can use 
the novel arrangements for self-dealing. In time, therefore, emerging solutions change what 
the actors do and how they rely on one another. Their very ideas of what is possible come to 
reflect these entanglements; ‘self’-interest assumes as the starting point for subsequent 
calculations the surprises of practical deliberation that formerly confounded it. Thus, it is the 
very practical particularity of this deliberation - above all the novelty that results when 
diverse standpoints are brought to bear on unfamiliar alternatives - that advances the good of 
all participants.13 

 This extremely optimistic view of the plasticity of interests might be plausible if the 
persons engaged in the pragmatic problem-solving activities of democratic experimentalism were 
somehow insulated from the broader power-relations of the society in which they lived. This is 
simply not the case: pragmatic problem-solving always occurs within social structures with 
powerful collective actors connected to pre-given interests continually interacting with people 
engaged in the problem-solving process.  Unless forms of countervailing power exist which can 
at least partially blunt those intrusions, empowered participatory governance is unlikely to 
generate solutions that sustainably advance the wellbeing of subordinated groups.  

New institutions of direct democracy containing these elements of empowered participatory 
governance have the potential to significantly deepen the involvement of ordinary citizens in the 
exercise of sate power. Direct democracy, however, cannot be the only pillar of a socially 
empowered democratic state. It is also essential to formulate real utopian designs for 
representative democracy and for associational democracy. 

REPRESENTATIVE DEMOCRACY: SKETCHES OF TWO PROPOSALS 
More has been written about the problem of deepening and revitalizing representative democracy 
than any other form of democratic institution. The longstanding discussion in political science 
about the relative merits of different electoral rules of the game – such as single-member districts 
with plurality voting, various forms of proportional representation, and instant runoff elections – 
is basically about how alternative rules affect various political values: representativeness of 
elected officials, efficiency, stability, democracy, and pluralism. Debates over how best to draw 
the boundaries of electoral districts are fundamentally about the meaning of “representation” and 
“representativeness.” Similarly, the vigorous discussion, especially in the United States, about 
campaign finance reform is primarily about the thinness of representative democracy when 
private money plays such a preeminent part on shaping electoral outcomes. 

 Here I will not review these relatively familiar discussions, but instead briefly sketch two 
recent proposals for enhancing the democratic quality of representative democracy: egalitarian 
public financing of politics, and randomly selected citizen assemblies.  

Egalitarian public financing of electoral campaigns 
Bruce Ackerman has proposed a novel institutional device which potentially would have the 
consequence of both marginalizing the role of wealth in electoral politics and create a much 

                                                 
13 Michael C. Dorf and Charles F. Sabel, “A Constitution of Democratic Experimentalism”, Columbia Law Review, 
March, 1998, p. 322 
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more deeply egalitarian form of financing politics in general, not just conventional electoral 
campaigns.14 While the proposal was specifically designed to remedy the inadequacies of 
campaign financing in the United States under the very strong constraints of Supreme Court 
rulings that financial contributions to political campaigns constitute a form of “free speech,” the 
general idea behind the Ackerman proposal is relevant to any political system in which citizens 
have unequal resources to contribute to political activity. The basic idea is simple: At the 
beginning of every year every citizen would be given a special kind of debit card which 
Ackerman dubs a Patriot Card, but which I would prefer to call a Democracy Card. He proposes 
putting $50 in each card. With 220 million people above the age of 18 this would cost a total of 
roughly $11 billion per year in the United States. The funds on this card can be used exclusively 
for electoral campaigns: to contribute to a candidate for a specific electoral campaign or to a 
political party that participates in elections.15 However – and this is the pivotal condition that 
makes this a radical egalitarian proposal – any candidate or party accepting funds from 
democracy cards cannot accept any funds from any other source.16 But why should candidates 
and parties opt for this restriction? Why not still court the fat cats and rely on private funding? 
There are two reasons for this: First, if the funding level of the democracy cards is sufficiently 
high, it will swamp other sources of funding. There simply will be much more money to be had 
through the democracy card “political market” for funding than in the private funding market, 
and since the two sources of funding cannot be mixed, most candidates will find it advantageous 
to raise funds from voters. Second, once the system is in place and becomes part of the 
normative order of political life, using private funding is likely to itself become a political issue. 
Candidates who rely on the democratic mechanism of seeking funding from equally endowed 
citizens will have a potent weapon to raise against candidates who seek funding from 
corporations and wealthy individuals. 

 The Democracy Card would set in motion a very different kind of electoral process. In effect, 
all elections would have essentially two phases: first, a phase in which candidates and parties 
attempt to recruit democracy card money from citizens, and second, a phase in which parties and 
candidates would use those funds in electoral competition. Of course, under current conditions 
electoral politics also have these two phases. Electoral campaigns in any democratic system 
require financial resources, so the question is whether the mechanisms available for providing 
these funds are consistent with democratic principles of political equality. Under the existing 
rules of the game, the first phase is a radically inegalitarian process: wealthy people and 
corporations are major players in the game of recruiting funding. What the system of democracy 
cards does is restore a strong notion of political equality to both phases of the electoral process. 
In addition to one-person-one-vote in the casting of ballots, there is now one-person-one-card in 

                                                 
14 Bruce Ackerman, Voting with Dollars: a New Paradigm for Campaign Finance (New Havens: Yale University 
Press, 2004). 
15 While the democracy card proposal is specifically directed at financing elections, a modified version of the 
proposal could allow funds to be used for other forms of political action – referenda, lobbying, social movements. 
The central issue is creating a mechanism in which inequalities generated in the economic sphere are less easily 
translated into inequalities in financial resources for actors in the political sphere. 
16 This prohibition on mixing private and public funding while allowing unlimited private funding for those who 
receive no public funds is what makes the Democracy Card consistent with the existing U.S. Supreme Court rulings 
on the Constitutional issues over restricting private spending on elections. 
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the funding of elections. The mechanism therefore provides public funding for electoral politics 
based on a radically egalitarian principle – each citizen has exactly the same capacity to 
contribute financially to political activity.  

 The actual mechanics of a democracy card system as elaborated by Ackerman has many 
other components. For example, one problem in a Democracy Card system of election financing 
is how candidates can acquire the necessary funds to be able to campaign for democracy dollars 
in the first place. Ackerman proposes a mechanism by which candidates, after getting a certain 
number of signatures, can get initial direct public funding in the form of a campaign grant. This 
would provide the necessary start-up funding for the democracy-dollar recruiting phase of the 
electoral process. There would also need to be rules to prevent scams, situations in which a 
pseudo candidate recruits democracy dollars for personal consumption rather than electoral 
campaigns. One can also imagine additional rules by which some or all of a citizen’s democracy 
dollars could be used to fund non-electoral political activity of activist groups and lobbying 
groups. If the scope of funding targets for the cards was expanded, perhaps the amount in the 
card would also have to be increased. The rules might also have to vary under electoral systems 
in which parties played a bigger role than in the United States, and it might have to be modified 
in various ways to accommodate local as well as national politics. The key thing is that a well 
designed system of public financing of electoral campaigns through system of democracy cards 
would largely remove private money from the political process without ceding control over 
allocation of political financing to the state. It would thus deepen the political equality and 
efficacy of citizens. The state provides the funds, but citizens determine the allocations. 

 It might first appear that the Democracy Card proposal is really just a small, almost technical 
reform, mainly relevant to electoral systems as in the United States that are deeply corrupted by 
the role of wealth in private campaign finance. In many countries, without the peculiar 
constitutional rule that spending money is a form of free speech, there are sufficiently effective 
constraints on private funding that electoral democracy works reasonably well. A Democracy 
Card system might seem of little relevance in such cases. I think this is a mistake. While of 
course the details of a Democracy Card would need to vary depending upon national contexts, 
creating an egalitarian mechanism through which individual citizens can contribute resources to 
political purposes would constitute a move towards greater political justice and deeper 
democracy in all capitalist democracies. The Democracy Card would contribute to a broad 
process of social empowerment in two primary ways. First, it would reduce one of the pathways 
through which economic power currently affects the use of state power. This would increase the 
potential for state power to be more fully subordinated to social power and thus be a more 
effective mechanism for the social control over economic processes. Second, by strengthening 
the sense of citizen equality and citizen political capacity, the Democracy Card would encourage 
wider and deeper forms of citizen participation. Particularly if the Democracy Card idea was 
extended to a broader range of political activities than just elections, this could contribute to a 
more egalitarian structure of political associations in civil society which would enhance the 
prospects for social empowerment.17 

                                                 
17 Ackerman has a second proposal for institutional innovation which deals with another “democratic deficit” in 
contemporary liberal democracies: the lack of active citizen participation in public deliberation over political issues. 
An effective democracy depends upon informed citizens engaged in active deliberation over political issues, but 
such active involvement seems to be an increasingly marginal part of the lives of most citizens.  To counter this 
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Random Selection Citizens Assemblies 
The conventional way of understanding the idea of representative democracy is that 
representation is accomplished by citizens choosing political officials through elections to 
represent them in legislative and executive office. An alternative notion of representation would 
select political decision-makers through some kind of random selection process. This is more or 
less how juries are selected in many countries, and it was how legislative bodies were selected in 
Ancient Athens. The question, then, is whether such Random Selection Citizens Assembly (or 
Citizens Assembly for short) might be desirable and workable in the world today. 

 For certain situations, there are several potential advantages of a randomly selected assembly 
over an elected legislature. First, the members of such an assembly are ordinary citizens, not 
professional politicians. Their interests are thus likely to more closely match those of population 
as a whole. Electoral processes inevitably generate what economists call principal-agent 
problems in the decision-making process: the elected representative is the agent of the citizens 
(the principal), but since their interests are not identical there is always the problem of the extent 
to which the agent will actually carry out the wishes of the principal. A randomly selected 
assembly directly empowers a subset of the principals and thus minimizes this problem.  

 Second, not only are the assembly members ordinary citizens, but with appropriate sampling 
techniques one can insure that they are a fully representative sample of certain demographic 
characteristics. Elected legislatures are almost always male dominated; a Citizens Assembly can, 
by design, be 50% women. Elected legislatures generally under-represent disadvantaged 
minorities. Again, a Citizens Assembly can by design insure such representation – or perhaps 
even over-representation for certain purposes.   

 Third, if the Citizens Assembly is capable of engaging in a genuine process of deliberation 
based on reason-giving and consensus-seeking, then the resulting decisions are more likely to 
reflect some kind of “general” interest of the citizens than the special interests of particular social 
forces with strong ties to politicians. In ordinary elected legislatures the problem of the 
relationship of the legislators to the citizens is not simply that the politicians who are in the 
legislature have interests and preferences distinct from those of ordinary citizens, but that they 
are embedded in strong social networks and social milieus typically dominated by various types 
of elites. This is a particularly salient problem where lots of money is needed for electoral 
campaigns so that politicians are elected as much on the basis of one-dollar-one vote as one-
person-one-vote. But even apart from the money problem, social networks of professional 
politicians shape the kinds of deliberations that take place in legislatures. If, then, the decisions 
made by a citizens assembly come out of a deeply deliberative, consensus-seeking process, the 
                                                                                                                                                             
problem, Ackerman proposes introducing a new holiday called “Deliberation Day” which would be held several 
weeks before national elections. This holiday would be devoted to organized, intensive public deliberation of the 
issues in play in the election. Citizens would be paid a reasonable amount – Ackerman proposes $150 – to 
participate in an all-day event, held in convenient public venues such as public schools, at which a variety of 
activities would take place: nationally televised presentations by leading political figures; debates among local 
politicians; small group discussions; question-and-answer sessions with candidates. The objective would be both to 
raise the level of information acquired by the average voter, but even more importantly, to contribute to a shift in 
norms of the political culture towards more active, public involvement of ordinary citizens in political discussion. 
For details, see Bruce Ackerman and James S. Fishkin, Deliberation Day (New Haven: Yale University Press, 
2005). 
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resulting decisions are more likely to reflect the “will of the people” then decisions made by 
professional politicians. 

 This, of course, is a very big “if.” There are many reasons to be skeptical that a deliberative 
process of consensus-formation is likely to occur in Citizens Assemblies. Objections run 
something like this: Members of the Citizens Assembly will generally not be very well informed 
about the issues under discussion at the time they are chosen. Their initial views, therefore, will 
reflect the kinds of information disseminated by powerful interests through the general media. 
During the Assembly meetings new information will be presented by experts of various sorts, but 
most Assembly members will be ill-equipped to evaluate such information, to sift the good from 
the bad. They will generally not have the education needed for such evaluations, nor the 
professional experience to know what kind of information is trustworthy and what is not. The 
quality of decisions made by a democratic body depend not just on the process through which 
interests are clarified, but also on the quality of the information and the quality of information 
processing that links interests to decisions. However flawed the configuration of interests might 
be among professional politicians, at least they are equipped through their staffs and party 
organizations, as well as generally their own education and experience, to handle the information 
problems of decision-making. 

 These are real issues and should not be dismissed. Nevertheless, there is good evidence that 
with suitable conditions, ordinary citizens are capable of assimilating large amounts of 
information, evaluating it in a reasonable manner, and using that information to make well 
reasoned collective decisions. James Fishkin, a political scientist whose research centers on the 
possibilities for public deliberation of complex problems, has conducted a series of experiments 
in what he terms “deliberative polling.”  He describes the experiments this way: 

A random, representative sample is first polled on the targeted issues. After this baseline poll, 
members of the sample are invited to gather at a single place for a weekend in order to 
discuss the issues. Carefully balanced briefing materials are sent to the participants and are 
also made publicly available. The participants engage in dialogue with competing experts 
and political leaders based on questions they develop in small group discussions with trained 
moderators. Parts of the weekend events are broadcast on television, either live or in taped 
and edited form. After the deliberations, the sample is again asked the original questions. The 
resulting changes in opinion represent the conclusions the public would reach, if people had 
opportunity to become more informed and more engaged by the issues.18 

While this research does not show that the changes in participants’ opinions through the public 
discussions move those opinions towards some genuine consensus, it does demonstrate that 
ordinary people are able to assimilate information, engage in sustained discussion, and change 
their minds in light of that discussion. This, at least, suggests that a Citizens Assembly, if well 
organized with appropriate supporting staff, might be able to generate decisions based on a 
reasoned evaluation of information. 

 The Fishkin research occurs in the artificial settings of single weekend gatherings of people 
who know that no real decisions come out of their deliberations. To get some inkling of the 

                                                 
18 James S. Fishkin, “Deliberative Polling: Toward a Better-Informed Democracy”, 
http://cdd.stanford.edu/polls/docs/summary. 
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potential of the Citizens Assembly as a new model of democratic representation and deliberation 
it would thus be necessary to examine how such an assembly would function in a real world 
setting with meaningful stakes. One such experiment occurred in the Canadian Province of 
British Colombia. 

 In 2003 the provincial government of British Colombia created a randomly selected Citizens 
Assembly whose mandate was to formulate a referendum proposal for a new electoral system for 
the provincial parliament.19 British Colombia had a typical single-member district first-past-the-
post parliamentary system. Many people in the province had grown increasingly dissatisfied with 
the system, some on the grounds that it did not accurately reflect the preferences of voters, others 
on the grounds that small changes in voting preferences could generate very large changes in 
parliament, resulting in exaggerated political swings. The problem, then, was to choose an 
alternative from the range of electoral rules. One procedure, of course, would be for parliament 
itself to have chosen the new rules, but since in such a situation the existing politicians would 
tend to support new rules that would advantage their specific political interests, this could 
undermine the legitimacy of the change. The solution was to create a Citizens Assembly on 
Electoral Reform, consisting of 160 randomly selected delegates—one man and one woman 
from each of the 79 electoral districts in the province plus two delegates of “first nations” people. 

 The work on the Citizens Assembly was carried out in three phases. From January to March 
of 2004 the Assembly met every other weekend in Vancouver for delegates to learn about 
alternative electoral systems through intensive lectures, seminars and discussions. Delegates’ 
expenses were paid along with a $150 honorarium for each weekend. In the second phase, during 
the summer of 2004, the delegates participated in a series of public hearings around the province 
to bring the issues before the broader public and get public reactions. In the third phase, in the 
fall of 2004, the Citizens Assembly met again every other weekend for intensive discussions at 
the end of which the delegates drafted a referendum proposal for the new electoral law. To the 
surprise of many they did not choose a straightforward system of proportional representation, but 
rather what is known as the Single Transferable Vote (STV) system. Amy Lang describes the 
mechanism as follows: “Single Transferable Vote is organized around multimember districts, 
which increases the proportional distribution of seats, if the districts have enough members. STV 
also uses a preferential ballot to rank-order candidates in each district. In practice, candidates 
from the same party compete against one another for voter’s preferences, as in a primary system, 
giving voters more choice about who will be their representative, and undermining a party’s 
ability to control the candidate from that district.”20 This proposal was then submitted for a 
popular vote in May of 2005. As things turned out, the referendum received 57.3% of the vote, 
just short of the 60% needed for immediate passage.21 

                                                 
19 This account is based on research by Amy Lang, “But is it For Real? The British Columbia Citizens’ Assembly as 
a model of state-sponsored citizen empowerment” Politics & Society, 35:1, March 2007, pp. 35-70, and A New Tool 
for Democracy? The Contours and Consequences of Citizen Deliberation in the British Columbia Citizens’ 
Assembly on Electoral Reform (PhD dissertation, Department of Sociology, University of Wisconsin, 2007) 
20 Amy Lang, A New Tool for Democracy? pp. 18-19. 
21 The major reason the vote failed, according to analysts, was that voters at large were not sufficiently informed 
about the process and the proposed system. The Provincial government had refrained from a heavy information 
campaign about the election fearing that this would undermine the autonomy of the process by suggesting that the 
government was behind the specific proposal. From the analysis of exit polls, those voters who were well informed 
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 The British Colombia experiment was very successful as a process, even though the 
referendum did not pass on its first try. As an experiment it was focused on a narrow policy 
question – the formulation of a new electoral law – but one can imagine extending this idea to a 
wide range of other settings, including national legislatures. Many legislative systems have two 
chambers. What, precisely, is the purpose of having a second chamber in the legislative 
institutions of a democracy? Roughly, there are two broad kinds of answers to this question: 
either you want a second chamber because you do not really trust democracy and want to impose 
constraints on democratic power, or because you do have faith in democracy, but believe that a 
second chamber is needed to make the political system more deeply democratic. A good example 
of the first rationale is the British House of Lords, which was based on the belief that electoral 
democracy is prone to excesses, so some kind of sober institutional check is needed. The device 
should block or, at least, slow down the process by which representative institutions generate 
new laws and regulations. The old House of Lords, dominated by hereditary, and then appointed, 
peers was just such a brake on electoral democracy. This was only modestly altered when the 
House of Lords was converted to a House of Appointed Notables by the Tony Blair government 
in 1999.22 

 The second answer to the question “why a second chamber?” imagines that democracy can 
be invigorated and deepened by the addition of a second chamber. The argument here is not that 
democracy needs to be checked, but rather that a single mechanism of representation cannot fully 
realize the ideal of democracy. The two chambers of a legislative system, therefore, are designed 
to embody different mechanisms. For example, one chamber could be elected through a system 
of standard territorial-district representation and a second chamber could be elected on the basis 
of some principle of functional representation, where members represent organized groups 
(unions, business associations, economic sectors, etc.). 

 A Citizens Assembly of randomly selected members is another possible form of a second 
chamber. There are many ways of doing this, but here is a rough sketch of one possibility: 

• Members would serve staggered terms, say three years in length.  

• The random selection process would be organized to ensure salient demographic groups 
roughly proportionate representation. 

• Remuneration would be set at a high enough level to create strong financial incentives for 
most citizens to agree to participate, and employers would be required to reinstate 
members at the end of their terms with no loss of seniority.  

                                                                                                                                                             
about the Citizens Assembly and the proposal voted strongly for the referendum whereas the level of support among 
people uninformed about the process was much lower. 
22 In a Federal system such as the United States, the second chamber of the national legislature – the Senate – serves 
a different sort of function since it is meant to reflect the quasi-sovereign status of the states in the federal structure. 
While this certainly violates principles of political equality at the national level it could in principle help preserve 
this principle at the more local level. In any case, it is still a brake on national level democracy by imposing a check 
on the chamber which in principle more directly represents citizens with equal voting power. Of course, given the 
peculiarities of the American system with the serious distortions of equal representation generated by the way voting 
districts are drawn, it is not clear which chamber is actually more democratic. 
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• The Citizens Assembly would function in a manner similar to the existing British House 
of Lords, being able to slow up legislation, send it back for reconsideration, but not 
ultimately veto such legislation. 

• The Citizens Assembly would have a vigorous professional and technical staff to 
facilitate information, hearings, seminars and other mechanisms through which assembly 
members would both learn to function in the assembly and acquire the needed 
information to participate in deliberations.  

 Prime Ministers could not manipulate this system, and nor could their parties. It provides 
what elected chambers, by their nature, cannot: true diversity of the kinds of people involved in 
the legislative process. The citizens are neither career politicians nor their cronies. A randomly 
selected Citizens Assembly would have the legitimacy that its members were ‘of the people’, but 
would always be clearly a secondary chamber. The process of legislating would be improved, but 
its coherence would not be threatened. The crucial thing is that it affirms the central value of 
democracy as rule by the people and envisions a democratic order in which ordinary citizens are 
empowered to be directly involved in the crucial work of law making rather than simply the task 
of choosing their law-makers. It counters the limitations of competitive party-based electoral 
democracy by deepening democracy, not constraining it. 

 There are many other possible uses of “randomocracy”, as these kinds of randomly selected, 
empowered assemblies are sometimes called.23 One idea is to use “Citizen Juries” in various 
kinds of policy-making contexts. A jury, after all, is a random selection of citizens empowered 
by the state to exercise one important type of state power: the power to pass judgments in court 
cases. There have been proposals to use juries for other kinds of decision-making. For example, 
it cities where there are often complex and conflictual issues over land use and zoning 
regulations, a citizen jury might be a more effective body for deliberation and consensus 
formation over these issues than an elected city council or a professional bureaucratic planning 
department. The problem with city councils and land use policy, at least in the United States, is 
that both elected councilors and professional planners are often overly influenced by land 
developers and associated business interests. A deliberative body of ordinary citizens might 
better be able to deliberate on “the public interest” and balance the contending claims and 
aspirations. 

 One final, very interesting idea for a random Citizens Assembly is to use such assemblies as 
a way of deepening the democratic character of a long-established kind of institution for direct 
democracy, citizen initiatives and referenda.24 Conventional citizen initiatives and referenda 
work like this: a group of citizens wants to see a new law passed or an existing law repealed, so 
they develop a proposal, get a required number of signatures, and then this proposal appears on a 
ballot and is voted on by the electorate. This kind of ballot initiative has been widely used in 
certain states in the United States, most notably California and Washington. It has all the 
appearance of direct democracy: ordinary citizens decide through direct participation what 
                                                 
23 The term “randomocracy” was used by Assembly member Jack MacDonald in a pamphlet about the Citizens 
Assembly, Randomocracy: a citizens guide to electoral reform in British Columbia (Victoria, BC: FCG 
Publications, 2005).  
24 “Initiatives” is the term for citizen-proposals to pass new laws; “referenda” is the term for citizen-proposals to 
repeal existing laws. 
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legislation is passed. There are, however, two critical problems with initiatives and referenda as 
typically organized in the United States. First, just as in ordinary representative elections, private 
money plays an inordinate role in disseminating information about these initiatives, especially 
through the purchase of TV ads. This distorts democratic equality by giving interests backed by 
money vastly disproportionate influence in the referenda process. This problem is intensified by 
the second issue: most voters are not deeply engaged with the ballot issues and thus they rely 
mainly on cheap information to make up their minds on how to vote. This is the classic problem 
of “rational ignorance” in electoral politics.25 The result is that many voters vote on the basis of 
very poor quality information about the issues in a referendum and make choices which, if they 
had been well informed, they would not have made. 

 Democracy activists in the states of Washington and Oregon have proposed using a randomly 
selected Citizens Initiative Review (CIR) council to address this problem, and have developed 
model legislation to make this possible.26 John Gastil describes the idea this way: “In a nutshell, 
the CIR would gather a paid random-sample of Washington residents to scrutinize each 
statewide ballot measure. The results of each panel would be published in the official Voters 
Guide, which is distributed to every Washington household that has one or more registered 
voters.”27 The idea here is that this council would hear testimony about the pros and cons of the 
proposed legislation, read documents, position papers and other relevant materials on the subject, 
and then deliberate on the issues in the manner of James Fishkin’s deliberative polling. At the 
end of the process they would vote on the proposal and the results of their vote would be 
reported to the electorate. The electorate would then have a new kind of signal about how to 
vote: this is how ordinary citizens like me decided to vote after spending a few days seriously 
studying and talking about the problem. The results of the CIR council’s vote could be widely 
disseminated in public service ads on television as a counterweight to the cheap information 
provided by interest groups. This signal would potentially inoculate the electorate from the 
effects of propaganda in the service of private interests. 

ASSOCIATIONAL DEMOCRACY28  

                                                 
25 “Rational ignorance” is a term used by political scientists to describe the problem of acquiring information to 
make a reasoned choice in political contexts. Since for most people their individual actions are unlikely to make a 
big difference in the outcome of most political processes, most people are unwilling to spend a lot of time and 
resources acquiring good quality information about the issues in play (unless, like academics, they enjoy being well-
informed for its own sake). The result is that they rely on cheap information, which mainly means information from 
TV. The resulting ignorance is rational in the sense of being the outcome of a decision that reflects a rational 
assessment of individually-born costs and benefits. 
26 The idea for a randomly chosen Citizens Initiative Review council to deliberate over referenda was initially 
proposed by Ned Crosby and Pat Benn as an extension of Crosby’s earlier work on Citizens Juries. For a careful 
exposition of the theoretical rationale for a CIR and of the model legislation, see John Gastil, J. Reedy, and C. 
Wells.”When good voters make bad policies: Assessing and improving the deliberative quality of initiative 
elections”. University of Colorado Law Review, 78, 2007, pp.1435-1488. For a related discussion of citizen’s juries, 
see Crosby, N., & Nethercutt, D. (2005). Citizens Juries Creating a trustworthy voice of the people. In J. Gastil, & P. 
Levine (Editors), The Deliberative Democracy Handbook (pp. 111-119). San Francisco, CA Jossey-Bass, 2005. 
27 “Citizens Initiative Review”, by John Gastil. http://faculty.washington.edu/jgastil/CIR/cir.html.  
28 The section draws heavily from the first book in the Real Utopias Project: Joshua Cohen and Joel Rogers, 
Associations and democracy, the Real Utopias Project, volume I (London: Verso 1995). 
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Of the three forms of democratic institutions, associational democracy has the least prominent 
place in public consciousness. Indeed, when secondary associations are considered at all in the 
discussion of politics and government they are often viewed negatively as subverting democracy 
by lobbying policy makers on behalf “special interests” and in other ways fostering “mischiefs of 
faction” rather than promoting rule by the people and the general interest. Nevertheless, for 
better or worse, as Joshua Cohen and Joel Rogers write: “Such associations play a central role in 
the politics of modern democratic societies. They help to set the political agenda, to determine 
choices from that agenda, to implement (or thwart the implementation of) those choices and to 
shape the beliefs, preferences, self-understandings and habits of thought and action that 
individuals bring to more encompassing political arenas.”29 It is obvious how the capacity for 
action and strategy of associations can undermine democracy, hijacking power in the service of 
elites and particularistic interests. The question is whether political institutions can be designed 
in such a way as to enable secondary associations to play a positive role in deepening 
democracy. 

 Cohen and Rogers argue that there are four principle ways in which associations 
representing the interests of particular social groups can potentially enhance democracy: they can 
partially remedy inequalities in resources across individuals by enabling otherwise 
disadvantaged people to pool resources for political purposes; they can contribute to citizen 
education by functioning as “schools of democracy”; they can solve a variety of information 
problems for policy makers; and they can become the central actors within new forms collective 
problem solving.30 The first and second of these enhance the extent to which state policies 
respond to the will of the people; the third and forth enhance the extent to which state power 
effectively contributes to solving collective problems that affect the lives of people. A deep 
democracy is one in which the state is both controlled by the people are serves their interests, and 
this requires that states be competent. Democracy means rule by the people over the collective 
conditions of their lives, and this requires that the state be effective shaping those conditions in 
response to the will of the people. This is where associational democracy is likely to play its most 
distinctive role in enhancing democracy: enhancing the creative and effective problem-solving 
capacity of democratic institutions. 

Secondary associations can potentially help democratic states solve very tricky problems 
of social and economic regulation. The basic issue is this: Legislative bodies pass laws to 
establish various kinds of economic and social regulations to deal with a wide range of problems, 
but in order for these laws to be actually carried out, all sorts of detailed rules, standards and 
procedures need to be specified which can only be gestured at in the legislation itself. 
Traditionally, this task of detailed rule setting has been delegated to bureaucracies with 
professional staffs and technical experts whose job it is to specify such rules and implement 
them. There are situations in which centralized bureaucracies can do this fairly well, but as 
economic and social conditions have become more complex, this kind of centralized command-
and-control process of rule specification and implementation has become much less effective. 
Centralized administrations are good at imposing uniform rules over homogeneous contexts, but 
have great difficulty in creating effective rules to deal with highly heterogeneous concrete 

                                                 
29 Cohen and Rogers, Associations and democracy, the Real Utopias Project, volume I (London: Verso 1995). p.7 
30 Cohen and Rogers, pp. 42-44 
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contexts. When they try to do so they typically create heavy-handed regulations that are 
ineffective and often damaging. This is a chronic problem, for example, in environmental 
regulation and health and safety regulation: ecologies and workplaces are so diverse and 
complex, that one-size-fits-all regulations are rarely satisfactory.  

One reaction to these difficulties is to argue for deregulation. If the state cannot 
competently create standards and effective regulations it should abandon the effort. Let the 
market solve the problem by having businesses regulate themselves. This is the typical response 
of conservatives to regulatory failures. However, as Cohen and Rogers observe, 

“In many areas of economic and social concern – from the environment and occupational 
safety and health to vocational training and consumer protection – egalitarian aims are 
badly served by the state-market dichotomy….Often the right answer to the question, 
‘Should the state take care of the problem or should it be left to the market?’ is a double 
negative……Where these sorts of problems are encountered, associative governance can 
provide a welcome alternative or complement to public regulatory efforts because of the 
distinctive capacity of associations to gather local information, monitor behavior and 
promote cooperation among private actors. In such cases, the associative strategy 
recommends attending to the possibility of enlisting them explicitly in the performance of 
public tasks.”31 

The basic idea, then, is to formally include secondary associations systematically in the central 
tasks of governance: policy-formation, coordination of economic activities, and monitoring, 
administering and enforcing regulations. Associations would not simply provide external 
pressure by lobbying politicians and agencies for specific rules; they would be integrated as 
active participants into these core state functions. 

 The most familiar way this has occurred (in places other than the United States) is 
national level policy formation processes involving organized labor, business associations and 
the state through  what are usually called neo-corporatist institutions.  In the past in much of 
Europe, especially Northern Europe, such bargaining processes have often played a pivotal role 
in incomes policy, labor market policies, and other public policies that affect the interests of 
capital and labor.  Many analysts have argued that such corporatist institutions have outlived 
their usefulness in an era of increasing globalization. Cohen and Rogers argue, to the contrary, 
that such national level corporatist bargaining institutions could be even more important in 
formulating policies in response to the challenges of global economic forces. Consider the key 
domain of “active labor market policies” concerned with the supply, demand, and quality of 
labor. For such policies, they write, 

Cooperation among worker and employer representatives [in neo-corporatist policy-
making institutions], again in the context of the availability of state assistance, can help in 
(1) targeting new skill needs in the population and identifying the necessary public and 
private components of skill delivery; (2) establishing feasible incentive structures across 
firms and regions – for workers, unions, employers and the unemployed – for developing 
or upgrading skills within such a structure; (3) providing early warning on the distributive 
consequences of policy choices; (4) devising programs of subsidy across different 

                                                 
31 Cohen and Rogers, pp. 45 
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regions, or even firms, to respond to leads and lags in labor market adjustments; and (5) 
hammering out minimal national standards for the transferability of credentials across 
different local labor markets.32 

 The effectiveness of such national policy formation processes involving the associations 
representing employers and workers depends upon the extent to which three conditions are met: 
first, the associations must be relatively encompassing, representing a substantial proportion of 
the relevant social category; second, the association leadership must be accountable to 
membership through meaningful internal democratic processes; and third, the associations must 
have significant powers to sanction members.  Where associations are encompassing, the policy 
bargains worked out among associations are more likely to constitute genuine compromises 
across the conflicting interests involved. Where leadership is democratically accountable, the 
policy compromises are more likely to be seen as legitimate. Where associations have powers to 
sanction members, compliance with the results of policy bargaining is likely to be higher and 
free riding less likely to occur. These are all conditions that can be facilitated by public policies, 
both by creating general legal rules which make the formation of such associations relatively 
easy and by creating high standards that must be met before an association claiming to represent 
a relevant group can participate in a state-organized policy-formation process.  

 While these kinds of neo-corporatist policy formation processes are most strongly 
associated with issues of economic policy involving capital and labor, it is possible to extend this 
model to other policy domains. The Province of Quebec in 1996 held a “Summit on Employment 
and the Economy” to discuss and formulate policies around a range of social questions. At this 
summit meeting community-based social movements were represented along with the traditional 
“social partners” of labor and employer organizations. Out of the 1996 summit, an organization, 
the Chantier de l’économie sociale (the social economy taskforce)33 was formed to coordinate 
the participation of social movements in this policy formation and implementation process. A 
few years later the chantier became a permanent, autonomous organization, whose elected board 
of directors as described by its director, Nancy Neamtam, “consists of 28 individuals, elected by 
different electoral colleges in order to represent the diverse realities of the social economy,…The 
membership and board of directors includes representatives of co-operative and nonprofit 
enterprises, local and community development networks, and the large social movements.”34 As 
we will see in chapter 7, the chantier has played a pivotal role both in formulating a set of public 
policies to deepen and expand the Quebec social economy and in directly coordinating activities 
within the social economy.  

 The Quebec case illustrates a very important theme for the process of deepening the 
associational dimension of democracy: the associational environment for democratic governance 
is not a fixed parameter; it can be changed by design. The critical encompassing association in 
this case, the Chantier de l’économie sociale, did not exist when the process was initially begun 
in the mid-1990s. It was created by design in order to strengthen both the effectiveness of the 
                                                 
32 Cohen and Rogers, p. 57 
33 The literal meaning of “chantier” is “building site” or perhaps “workshop,” but the in this context it is sometimes 
translated as “taskforce.” 
34 Nancy Neamtam, “The social Economy: finding a way between the market and the state.”  Policy Options, July-
August 2005, p. 74 
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policy-formation process and its democratic character. The rules of its own governance were 
created to insure its encompassing character with respect to the social economy through the 
creation of an electoral college reflecting the diversity of constituents in the social economy.35 Its 
integral role in problem-solving, public deliberation and practical coordination has insured a 
relatively high level of commitment of participants in the social economy to the on-going work 
of the Chantier.  

 The possibilities of an expanded and deepened associative democracy are not limited to 
the role of encompassing associations in neo-corporatist peak-level public policy formation. 
Associative democracy can also function at the local and regional level to solve problems and to 
design and implement detailed rules and standards of various sorts. Two examples will illustrate 
this: skill formation within regional labor markets, and habitat conservation for endangered 
species. 

  As is well-documented by economists and economic sociologists, skill formation often 
poses a host of serious problems for both workers and employers in capitalist economies. Many 
of the skills needed on the job are best acquired through training linked to work rather than in 
specialized vocational schools. Vocational schools certainly have a role in teaching very general 
skills, but except in very stable and homogeneous technological environments, they are unlikely 
to train the skills needed on the job. Employers face a different sort of problem: if they devote 
resources to training skills that are at all portable – that workers can use in other firms – then 
they risk having their trained workers poached by other employers who have not bothered 
making such investments. This is a classical free rider collective action problem: all employers 
would be better off if they all devoted resources to upgrading the skills of workers, but each 
employer is tempted to refrain from doing so, saving the training costs, and then luring the 
trained workers from the firms that trained them. The result is that employers refrain from 
training workers with portable skills and opt instead for technologies that do not require such 
training.  

 One solution to this collective action problem is to form new associational institutions to 
govern skill formation in regional labor markets. One such institutional innovation occurred in 
the metalworking sector in the Milwaukee, Wisconsin, region beginning in the early 1990s. The 
United States does not offer an especially favorable environment for developing associational 
democratic solutions to economic problems. Unions are weak, employers are generally skeptical 
of cooperative solutions to problems of economic governance, and political institutions have 
relied more on top-down command-and-control regulations. In spite of this, some headway in 
developing new associational democratic institutions has occurred in the Milwaukee are. The 
Wisconsin Regional Training Partnership (WRTP) has brought together labor unions, employers, 
the state vocational school system, community organizations and academic researchers from the 
University of Wisconsin, to formulate a set of skill standards and training procedures for workers 
in the metalworking sector.36  

                                                 
35 In the electoral college of the Chantier, the different networks of specific kinds of social economy organizations 
are each constituted as an electoral body responsible for choosing representatives of that network for the board of 
directors of the Chantier.  
36 The WRTP was formed in 1992 through the initiative of the Center on Wisconsin Strategy, a research institute at 
the University of Wisconsin under the direction of Joel Rogers. For detailed information on the WRTP, see Annette 
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 The WRTP is outside of the state system – it is not a state agency, nor an unofficial arm 
of the state. Rather, it is an autonomous nonprofit organization that makes contracts with various 
state entities, especially the technical college system, and receives significant levels of state 
funding from a variety of agencies which brings in its wake oversight and reporting 
requirements. Labor leadership, both from particular unions and from the union movement as a 
whole, has provided the most consistent source of initiative, information, and continuity. 
Employers are also critical participants, but generally their involvement is somewhat more 
episodic and reactive.  The unions involved agreed to allow for greater flexibility in job 
classifications and the assignment of workers to jobs in exchange for employers accepting 
portable skill standards and providing training, and the employers agreed to cooperate with each 
other and the state vocational education system in creating such standards. The WRTP thus 
provides an associational device, rooted in a local economy, for engaging in sustained collective 
problem-solving over labor market and training issues and coordinating the development and 
execution of training programs that emerge out of these deliberations.  

 According to Laura Dresser, one of the academic researchers linked to the project, the 
WRTP has helped solve the free-riding problem over training.37 All of the employers in the 
sectors involved, she believes, understood the free-riding problem and how this adversely affects 
the regional economy. Furthermore, there are real costs to employers for participating in the 
WRTP, both in terms of significant time commitments, especially of key managers, as well as 
training costs once programs get established. These costs of participation potentially add to the 
free-riding problem. Nevertheless, participation and cooperation from nearly all of the employers 
in the metalworking sectors has been reasonably high. Dresser feels that the WRTP softened the 
collective action problem less by imposing sanctions on bad faith employers -- although the 
WRTP does have some ability to exclude firms from access to some collective resources -- then 
by contributing to a normative environment in which at least a core of employers have come to 
see how working with the WRTP is a potential benefit to the region as a whole, not just 
themselves, and have developed a sense of obligation to contribute to this collective good.  

 A second example of associational democracy at a local level concerns the problem of 
habitat conservation for endangered species.38 In the United States, the Endangered Species Act 
of 1973 established relatively stringent, simple rules for protecting endangered species by 
regulating development in the habitats in which such species lived. In general the rule was to 
prohibit all economic development within the boundaries of the protected habitat. The 
restrictiveness of this rule meant that there were always serious battles over listing new species 
as endangered, since such listings threatened the interests of land owners and developers, and 
once a species was listed, there was considerable pressure to draw the boundaries of the 
protected habitat as narrowly as possible. The overall result, from the point of view of species 
protection, was that fewer species were protected and the protection was less secure than 

                                                                                                                                                             
Bernhardt, Laura Dresser, and Joel Rogers, “Taking the High Road in Milwaukee: The Wisconsin Regional Training 
Partnership,” WorkingUSA, Volume 5 Issue 3,, August 2004, pp. 109 – 130. 
37 Personal interview, September 2008. 
38 This example is discussed in detail in Craig Thomas’s contribution to the real utopias project, chapter 5, “Habitat 
Conservation Planning” in  volume IV of the real utopias project, Archon Fung and Erik Olin Wright, Deepening 
Democracy (London: Verso, 2003), pp. 144-172 
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conservationists would have liked. An alternative would have been to have a less restrictive rule 
in which a standard of compatible development – development that was compatible with the 
protection of the species – rather than no development would be allowed. The problem with this 
standard, however, is that it is much more difficult to specify for a given habitat what precisely is 
“compatible”, since this will vary tremendously across habitats depending on the fine-grained 
details of the context, and even if the rules for compatibility in a given habitat are specified, it is 
a more complex condition to monitor and enforce than “no development.” It is easy to observe a 
violation of no development; it is harder to identify a violation of compatible development.  

 Habitat conservation is thus a good example of the problem of the weakness of 
bureaucratically centralized command-and-control regulations: uniform regulations are 
suboptimal, but regulations highly tailored to individual contexts are difficult to formulate and 
expensive to monitor. An associative democracy solution could look like this: Every habitat 
which is regulated by the endangered species act would have a habitat planning council 
consisting of representatives of local environmental conservation groups, landowners and 
developers, local government, and technical experts from the environmental protection agency. 
This council would have two responsibilities: first, to formulate a set of rules for compatible 
development, and second, monitor compliance with those rules. Proposed rules would be 
reviewed by the supervising government agency, but the presumption would be to accept them. 
The default in the case of failure of the habitat planning council to agree on a set of habitat 
management rules would be the imposition of uniform no-development rules. This would give an 
incentive for all parties to agree with the more flexible rules. Although the interests of 
environmentalists and developers engaged in formulating the rules are opposed, they would both 
benefit from finding appropriate compatible-development rules and this provides the basis for the 
process of deliberation, pragmatic problem-solving and consensus formation. The process of 
sitting at the table and working through the issues can also potentially build the kind of micro-
level trust needed for effective monitoring of the rules once they have been adopted.39  

 A regulatory process very much along these lines was developed by the U.S. 
environmental protection agency in the 1980s and used on a selective basis in the 1990s. As 
analyzed by Craig Thomas, the experiment had decidedly mixed results. In some cases, where 
there already existed strong local environmental groups, councils were able to devise and 
implement effective rules of habitat management consistent with the goals of both 
environmentalists and developers. In other cases the councils were basically a sham, dominated 
by developers who manipulated the process to their own advantage.  

The limitations of the habitat planning council experiments reflect the inherent difficulty 
of deepening associational democracy. In the absence of vigorous grass roots secondary 
associations, efforts at constructing associational democratic problem-solving institutions are 
highly vulnerable to domination by small groups of well-resourced actors, typically representing 
already powerful interests. This is why the project of using associational processes to enhance 
                                                 
39 Similar associational stakeholder councils have been used for a variety of other environmental regulations, such as 
watershed management and forestry management. For an example of a network of stakeholder watershed councils 
with some elements of associative democracy, “2007 Watershed Councils in Oregon: An Atlas of 
Accomplishments” (http://www.oregonwatersheds.org/publications/2007atlas). For an example of a controversial 
forestry council that has had a significant impact in the management of a forest in the Sierra Mountains of 
California, see the discussions of the Quincy Library Group at http://www.qlg.org/. 
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democracy must be attentive to the problem of invigorating associations rooted in working class 
and popular constituencies rather than simply relying on the existing array of associations.   

DEEPENING DEMOCRACY AND SOCIAL EMPOWERMENT 
Four of the seven pathways to social empowerment discussed in chapter 5 directly involve the 
state: statist socialism, social democratic statist regulation, associational democracy, and 
participatory socialism. In all of these the pivotal issue is the relationship between social power 
in civil society and state power. Unless there are effective mechanisms for subordinating state 
power to social power in civil society, none of these pathways can effectively translate social 
power into control over the economy. If socialism as an alternative to capitalism is, at its core, 
economic democracy, it is essential, to use the words of Boaventura Santos, that democracy itself 
be democratized.40 

 The three forms of democracy we have looked at in this chapter – direct democracy, 
representative democracy, and associational democracy – constitute three solutions to the 
problem how to subordinate the state to civil society. In direct democracy this occurs by 
delegating aspects of state power to the empowered participation and collective deliberations of 
ordinary citizens. In representative democracy the subordination of state to civil society is 
accomplished by democratically selected representatives of citizens making decisions on their 
behalf. And in associational democracy, subordination of the state occurs by associations rooted 
in civil society being empowered to perform various kinds of public functions. A thoroughly 
democratized democracy will involve deepening all three of these forms of democracy. 

 Traditional Marxist accounts of the sate and democracy are generally highly skeptical of 
the possibility for this kind of democratic deepening so long as the economic structure remains 
capitalist. The central thesis of most Marxist theories of the state is that the state in a capitalist 
society has a distinctively capitalist character: it is a capitalist state, not just a state in capitalist 
society.41 This means that the institutions of the capitalist state are structured in such a way that 
they strongly tend to reproduce capitalist relations and to block anti-capitalist possibilities. 
Deviations from this functionally-integrated configuration are possible, but when they occur they 
set in motion disruptions of the functioning of capitalism. These disruptions in turn tend to 
trigger counter measures to restore reproductive functionality. The limits of stable deviation of 
the capitalist state from a form that is functionally compatible with capitalism, therefore, tend to 
be relatively narrow.  

If these arguments are correct, then a meaningful, sustainable deepening of democracy 
within capitalism is just not possible. Empowered participatory governance may be a reasonable 
                                                 
40 See Boaventura Santos (ed), Democratizing Democracy: beyond the liberal democratic cannon. (London: Verso, 
2006). 
41 The rhetorical contrast between “the state in capitalist society” and “the capitalist state” comes from an influential 
debate between Nicos Poulantzas and Ralph Miliband in the 1970s. See, Nicos Poulantzas, “The Problem of the 
Capitalist State,” New Left Review No. 58 (November/December 1969): 67-78; Ralph Miliband, “The Capitalist 
State: Reply to Poulantzas,” New Left Review No. 59 (January/February 1970): 53-60; Ralph Miliband, “Poulantzas 
and the Capitalist State,” New Left Review, No. 82 (November/December 1973): 83-92. The most systematic 
account of the structural properties of the state that give it a distinctively capitalist form is by Göran Therborn, What 
Does the Ruling Class Do When It Rules? (London: NLB, 1978). 
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design for citizen participation in direct democracy, but within capitalism this will be confined to 
marginal niches. A robustly egalitarian system of representative democracy in which the people 
more profoundly control the process of representation may enhance the democratic quality of 
representation, but again, in capitalism such devices would have little effect on the extent to 
which the state could actually empower civil society over capital. And while associational 
democracy may be an important ingredient in a radical democracy, in capitalism the asymmetries 
of power across associations means that associational democracy within a capitalist economy 
will always engage in problem solving on terms favorable to capitalism. 

These are important criticisms of the possibilities of social empowerment and the state 
within capitalism. They depend centrally on the idea that societies are coherent, integrated 
systems in which the parts must fit together fairly well in order for the system to function 
tolerably. The alternative perspective is that societies are loosely coupled systems rather than 
tightly integrated totalities. They are more like an ecology than an organism: quite hostile 
elements can coexist in shifting uneven equilibria without the system exploding. We have 
already encountered this idea in the notion of a hybrid economic structures in which capitalist, 
statist, and socialist economic structures coexist in complex ways. The same kind of argument 
concerns forms of the state. This means that although it does make sense to elaborate the 
theoretical concept of a capitalist-type of state, actual state institutions can combine capitalist and 
noncapitalist forms. The state can contain internally contradictory elements pushing the state to 
act in contradictory ways. States, like economic structures, are structural hybrids. So, while it is 
indeed the case that the state in capitalist society is a capitalist state, it is not merely a capitalist 
state: it is a hybrid structure within which capitalist forms are dominant. 

This leaves open the question of how contradictory these elements within the state might 
become without the state becoming a chaotic institution incapable of reproducing existing class 
relations. There are undoubtedly limits. The nature of those limits and their implications for 
emancipatory transformation will be a central concern in Part III of this book. 
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At the center of a socialist alternative to capitalism, in whatever way socialism is understood, is 
the problem of economic institutions, specifically the social organization of power over the 
allocation of resources and control of production and distribution. In statist conceptions of 
socialism such power and control operates primarily through the state, in the strongest version 
through the direct state ownership of the principal means of production and comprehensive 
central planning. In the social empowerment conception of socialism proposed here, the problem 
of controlling economic processes is less clear-cut. There are multiple, heterogeneous 
institutional forms along the various pathways through which social power can be exercised over 
the production and distribution of goods and services.  

 In most of the specific proposals we will consider here, the institutional designs for social 
empowerment leave a substantial role for markets, and thus in one sense or another they tend to 
envision some sort of “market socialism.” This goes against the grain of traditional Marxian 
conceptions of socialism as the transcendence not only of capitalist class relations but also of the 
market itself. In traditional Marxism the harms generated by capitalism as a system of production 
are attributed both to the pernicious effects of the market and to power and exploitation linked to 
the class relation between capitalists and workers. The vision of a world beyond capitalism thus 
revolves around both the move towards the egalitarianism expressed in the anti-class aphorism 
“to each according to need, from each according to ability”, and the aspiration for a rationally 
ordered economy in which the production and distribution of goods and services was organized 
through some mechanism of collective planning. 

 Few theorists today hold on to the belief that a complex, large-scale economy, could be 
viable without some role for markets – understood as decentralized, voluntary exchanges 
involving prices that are responsive to supply and demand – in economic coordination. 1  This 
does not imply that an economy must be coordinated by largely unregulated “free” markets, or 
even that the vast majority of economic needs will be met through market exchanges, but simply 
that decentralized exchanges involving market-generated prices will be a significant part of 
economic organization. Comprehensive planning, whether organized through centralized 
bureaucratic institutions or through participatory decentralized institutions, no longer seems a 
viable alternative to most critics of capitalism. This leaves open the extent to which the market 
operates under tight or weak constraints of democratic priorities through the state and other 

                                                 
1 There are some anticapitalists who believe that a decentralized, democratically planned economy in which there 
was no role at all for markets is feasible. One of the more influential statements of this position is by Michael Albert 
who argues in his book Parecon (a contraction of “participatory economy”) that even a complex global economy 
can be organized and coordinated through participatory planning rooted in producer and consumer councils. See the 
discussion at the end of this chapter for a sketch of this proposal.  
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pathways of social empowerment and the precise mechanisms by which the negative effects of 
market forces would be neutralized.  

 In this chapter we will explore a range of proposals for forms of economic structures and 
institutions that move us in a direction beyond capitalism by enhancing the scope and penetration 
of social power in economic activities. This set of proposals does not constitute a complete 
inventory of policy initiatives for the left. Many worthy progressive policies which would 
enhance the quality of life of people and contribute to solving a range of concrete problems 
around health care, inequality, poverty, energy, environmental protection, and so on, are not 
specifically policies of social empowerment. Egalitarian taxation and transfer policies that reduce 
inequality might further egalitarian ideals of justice, but they do not themselves shift the 
economic structure towards a hybrid within which social power has greater weight. Increased 
government environmental regulation and vigorous energy policies to develop renewable 
energies would be desirable and should be part of a Left political program, but again, they might 
not do much directly to strengthen the institutions of economic democracy.  

 Our concern in this chapter, then, is with exploring a variety of institutional designs and 
proposals that could constitute some of the key components of a socialism of social 
empowerment. Some of these are purely theoretical models; others have existed in at least 
limited forms in various places. Some of them involve a transformation of the overall structure of 
capitalist institutions; others have a more partial character and can exist more or less comfortably 
alongside capitalism. Some of them could be instituted in limited and partial ways and then grow 
over time; others have more of an all-or-nothing quality and would only work if instituted in 
fairly developed forms. All of these designs in one way or another attempt to shift the power 
configurations of capitalism toward an economy animated by social empowerment.  

THE SOCIAL ECONOMY 
The term “social economy” has been used to cover a wide range of economic forms. Sometimes 
it is simply identified with the “non-profit sector”; other times it includes co-operative 
enterprises even if they produce for markets and compete with capitalist firms. Sometimes the 
social economy is defined in strictly negative terms as non-state and non-market enterprises. 
Some writers, like the Quebec social economy activist Nancy Neamtam, include a specific set of 
internal organizational properties in the definition. A social economy enterprise, she writes, is 
one that: 

aims to serve its members or the community, rather than simply striving for profit; is 
independent of the State; establishes a democratic decision-making process in its statutes 
and code of conduct, requiring that users and workers participate; prioritizes people and 
work over capital in the distribution of revenue and surplus; bases its activities on 
principles of participation, empowerment, and individual and collective responsibility.2 

 I will define the social economy quite broadly as economic activity that is directly organized 
and controlled through the exercise of some form of social power. Social power is power rooted 
in the voluntary association of people in civil society and is based on the capacity to organize 

                                                 
2 Nancy Neamtan, “The Social Economy: finding a way between the market and the state”, Policy Options, 
July/August 2005, pp 71-76.  
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people for collective action of various sorts. The social economy involves the production and 
distribution of goods and services – economic activity – organized through the use of such social 
power. 

 This definition does not imply that every organization or enterprise in the “non-profit sector” 
is fully part of the social economy. Some non-profit organizations are basically arms of capitalist 
corporations or the state, rather than voluntary associations formed in civil society. Others have 
large endowments of capital which provide them with the resources needed to engage in their 
productive activities and are directed in the manner of a hierarchical corporation. Their control 
over economic activity is therefore based more on their use of economic power derived from 
their endowments than in their deployment of social power (i.e. power rooted in collective 
association in civil society.) What this suggests is that many organizations will have a mixed or 
hybrid character: they are examples of social economy activities to the extent that they are rooted 
in the associational life of civil society; they are statist or capitalist organizations to the extent 
that their power to engage in the production and distribution of goods and services is based on 
state power or economic power.3  

 In this section we will examine two very different examples of social economy activity: 
Wikipedia and the social economy of childcare and eldercare provision in the Province of 
Quebec.  

Wikipedia4 

Institutional Design 
Wikipedia is perhaps the best known example in the first decade of the 21st century of the anti-
capitalist potentials of information technology in general and the internet in particular.5 Many 
active participants in Wikipedia might be surprised to see Wikipedia as characterized as a 
fundamentally anti-capitalist organization. Indeed, the co-founder of Wikipedia, Jimmy Wales6, 
is reported to be a great fan of Ayn Rand, the iconic defender of the moral standing of pure 
individualistic self-interest and the virtues of capitalism.7  What is more, at least some prominent 

                                                 
3 The argument that many organizations engaged in the production of goods and services “in” civil society have a 
hybrid character is analogous to the claim in chapter 4 that economic structures as a whole typically have a hybrid 
character, combining capitalist, statist, and socialist elements.  
4 This section is jointly written with Edo Novat and based in part on an unpublished paper, “Wikipedia as a Real 
Utopia” presented at the 2008 Wikimania conference, Alexandria, Egypt. 
5 The other well-known example would be open-source software development, most notably the Linux computer 
operating system begun by the Finnish computer programmer Linus Torvalds in 1991. As an “open source” 
software, the source code for the program was made freely available to anyone interested in working on improving 
the system. Over the years thousands of programmers around the world have worked on developing Linux, 
suggesting new features, adding code, identifying and correcting bugs.  
6 There is some controversy among close followers of the history of Wikipedia over the precise contributions of 
Jimmy Wales and his early collaborator in Wikipedia, Larry Sanger, to the idea and design of the project, but 
regardless of whose ideas played the bigger role in shaping the endeavor, Jimmy Wales is deeply associated with its 
founding and development. For a discussion of these issues see Marshall Poe, “The Hive”, The Atlantic Monthly, 
September, 2006. 
7 See The Economist, “The Free-Knowledge Fundamentalist,” The Economist, June 5, 2008, for a discussion of 
Wales’ attachment to Ayn Rand. While this article does not discuss in a deep way the underlying basis for Wales’ 
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commentators on Wikipedia see it as a paradigm of work organization for the new global 
capitalist economy. Don Tapscott and Anthony Williams, in their book Wikinomics, see the 
principles underlying Wikipedia, which they distill under the rubric “mass collaboration”, as 
providing the key to new forms of business competitiveness. “For large companies,” they write, 
“mass collaboration provide(s) myriad ways to harness external knowledge, resources and talent 
for greater competitiveness and growth.”8 The trick for capitalism is to harness these new, open, 
nonhierarchical, collaborative network processes in ways that enhance competitiveness and 
profitability. 

 Yet, Wikipedia’s fundamental principles of organization are not simply non-capitalist; 
they are thoroughly anti-capitalist: 

1. Nonmarket relations: Voluntary, unpaid contributions and free access. No one is paid to write 
entries in Wikipedia and even much technical work on the software infrastructure of Wikipedia 
is done on a volunteer basis. No one is charged to gain access to its millions of entries: it is free 
to anyone in the world who can get access to an internet connection. There are no advertisements 
on the pages of Wikipedia. No one makes a profit directly from its activities. The financial 
resources needed to underwrite the hardware of the system and pay the limited staff needed for 
some technical functions is provided by the Wikimedia Foundation which is largely funded by 
contributions from the wiki community.9  

2. Full, Open, Egalitarian Participation. Wikipedia gives full editing rights to anyone who 
wishes to join in the production and transformation of content. Anyone can be an editor and no 
editors have special privileges over others in the production of content. A PhD and a well-read 
high school student are on formally equal footing. The editorial process thus functions in a 
dramatically different way from conventional editorial processes that rely heavily on experts 
with credentials.  While it is impossible from the available Wikipedia statistics to know how 
many different people have contributed to the editing process, in December 2008 there were 157, 
360 “active accounts”, meaning accounts which had done at least one edit in the previous month.  

3. Direct and Deliberative interactions among contributors. Wikipedia contributions and 
decision-making are generally done directly by editors in a deliberative process with other 
editors without mediation by any body that has editorial or managerial control. Wikipedia 
articles tend to display a certain life-cycle, beginning as a “stub” (the wiki-term for a minimalist 
entry that has not yet “matured” into the normal structure of a Wikipedia article), then growing 
to a proper article with an increasing rate of edits which eventually converges on some 
equilibrium in which the article either remains largely static and “complete” or undergoes only 
minor editing. This process is often accompanied by considerable back and forth discussion 
among editors, which is recorded in a discussion page linked to a given entry. It is thus possible 
                                                                                                                                                             
views of Ayn Rand, I suspect that they have more to do with libertarian/anarchist hostility to centralized state 
regulation than it does to beliefs about capitalism as such. 
8 Don Tapscott and Anthony D. Williams, Wikinomics: how mass collaboration changes everything. (New York: 
Penguin, 2006), p 33. It is possible, of course, for the design of Wikipedia to be fundamentally anti-captialist and yet 
for certain principles of non-hierarchical collaboration within that design to be useful for capitalist firms as well.  
9 The foundation was initially established with resources from Jimmy Wales who was a successful investment 
banker before starting Wikipedia. Subsequently the foundation has relied mainly on contributions from individuals 
who use Wikipedia. 
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to review the entire history of the writing and discussion in the editing process of Wikipedia 
entries. The mass collaborative effort of article authorship is a slow process of consensus 
formation. On average, entries in the English Wikipedia have nearly 90 saved revisions per 
article.10 

4. Democratic governance and adjudication. At its inception, all Wikipedians were essentially 
editorial administrators (called “sysops”) but as vandalism and other mischief intensified with 
the growing notoriety of the encyclopedia, a kind of quasi-administrative structure was instituted 
which enable users to acquire different levels of organizational responsibility and roles in 
adjudicating conflicts.  This is one of the most interesting aspects of the development of 
Wikipedia as a real utopian institutional design: the emergence and evolution of mechanisms of 
social control and adjudication suitable for such a freewheeling network structure. 

  There are currently four basic administrative levels of users: editors, administrators, 
bureaucrats, and stewards. As of mid-2008 there were about 1600 administrators, 31 bureaucrats 
and 36 stewards.  The administrative privileges associated with these designations, however, 
remain focused on facilitating “cleaning” the encyclopedia; they do not confer privileges in the 
production of Wikipedia content. Here is how Wikipedia describes administrators, the basic 
level of this administrative structure above ordinary editors: “Administrators, commonly known 
as admins and also called sysops (system operators), are Wikipedia editors who have access to 
technical features that help with maintenance.” As described in the Wikipedia website that 
discusses administrative procedures, “English Wikipedia practice is to grant administrator status 
to anyone who has been an active and regular Wikipedia contributor for at least a few months, is 
familiar with and respects Wikipedia policy, and who has gained the trust of the community, as 
demonstrated through the Requests for adminship process.11 Among other technical abilities, 
administrators can protect and delete pages, block other editors, and undo these actions as well. 
These privileges are granted indefinitely, and are only removed upon request or under 
circumstances involving high-level intervention (see administrator abuse below). Administrators 
undertake additional responsibilities on a voluntary basis, and are not employees of the 
Wikimedia Foundation.”12 

Access to these administrative roles is gained through democratic means.  The process, as 
described on the page in Wikipedia discussing “Requests for Adminship”, stresses the open, 
consensus-seeking character of the process:  

Any user may nominate another user with an account. Self-nominations are permitted. If 
you are unsure about nominating yourself for adminship, you may wish to consult admin 
coaching first, so as to get an idea of what the community might think of your request. 

                                                 
10 http://en.wikipedia.org/wiki/History_of_Wikipedia (mid-2008: Because wikipedia pages are continually edited, it 
is necessary to specify the date of a particular citation.) 
11 At the 2008 Wikimania conference, Edo Novat (co-author of this section) discussed the process of conferring 
adminship with some long-time Wikipedians. They described how – contrary to everything said on the Wikipedia 
website – this process has become a difficult vetting process in which both current admins and interested non-
admins ask many difficult questions of the applicants, make the process much more difficult, and make selection 
criteria much more strict than is implied by the website.  The people who expressed these views believe that 
adminship has become a symbol of authority and privilege – precisely the opposite of what was originally intended.  
12 http://en.wikipedia.org/wiki/Wikipedia:Administrators (text as of mid-2008) 
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Also, you might explore adoption by a more experienced user to gain experience. 
Nominations remain posted for seven days from the time the nomination is posted on this 
page, during which time users give their opinions, ask questions, and make comments. 
This discussion process is not a vote (it is sometimes referred to as a !vote using the 
computer science negation symbol). At the end of that period, a bureaucrat will review 
the discussion to see whether there is a consensus for promotion. This is sometimes 
difficult to ascertain, and is not a numerical measurement, but as a general descriptive 
rule of thumb most of those above ~80% approval pass, most of those below ~70% fail, 
and the area between is subject to bureaucratic discretion….. Any Wikipedian with an 
account is welcome to comment in the Support, Oppose, and Neutral sections. The 
candidate may respond to the comments of others. Certain comments may be discounted 
if there are suspicions of fraud; these may be the contributions of very new editors, 
sockpuppets, and meatpuppets13. Please explain your opinion by including a short 
explanation of your reasoning. Your input will carry more weight if it is accompanied by 
supporting evidence.14 

Selection procedures to other levels of the hierarchy have somewhat different rules, but they all 
involve open democratic processes.15 

  One of the key roles for these different levels of administrators is resolving conflicts. 
There are, of course, topics in which there is considerable disagreement among editors over 
content. Sometimes this makes it difficult for an entry to converge on a consensus text. There are 
also instances of malicious vandalism of Wikipedia entries. Wikipedia urges the resolution of 
disagreement between editors on the basis of open communication and users have written 
numerous guides and essays offering instruction and advice to this end.16 Most evidence indicates 
that warring between editors is rare relative to the total number of editors and vast amount of 
content over which disagreement may arise. Yet, disputes do arise and when the editors fail to 
resolve the issues themselves, a neutral administrator may be called in to manage the conflict 
through negotiation, mediation, and arbitration – all processes that emphasize the empowerment 
of aggrieved parties, consensus, and mutually beneficial outcomes. If disputes remain 
unresolved, then a series of escalating interventions become available. A dispute may be referred 
to formal mediation and finally to arbitration. The Arbitration Committee, which was formed in 
early 2004, is the mechanism of last resort for dispute resolution and is the only body that can 
impose a decision, including sanctions, against users.17 The members of the Arbitration 
                                                 
13  As explained in Wikipedia, http://en.wikipedia.org/wiki/Sockpuppet_(Internet), Sockpuppet is a wiki expression 
referring to “an online identity used for purposes of deception within an Internet community” while  Meatpuppet is 
“commonly used to deprecate contributions from a new community member if the new member was (allegedly) 
recruited by an existing member only to back up the recruiting member's position.” 
14 http://en.wikipedia.org/wiki/Wikipedia:RFA (mid-2008) 
15 One cautionary note about this description: Edo Novat presented the analysis presented here as a paper, 
“Wikipedia as a Real Utopia,” at the 2008 Wikimania conference. Afterwards in discussions with long-time 
participants in Wikipedia, some people expressed skepticism that the actual process by which people gained access 
to levels of the hierarchy were as straightforward as the procedure described in Wikipedia. 
16 The “See Also” links at the bottom of the “dispute resolution process” page in Wikipedia gives several sources, 
though there are many more. 
17 See the Arbitration Committee page: http://en.wikipedia.org/wiki/Wikipedia:Arbitration Committee  
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Committee are appointed by Jimmy Wales on the basis of advisory elections by the broader 
Wikipedia community. At this ultimate level of control, the Wikipedia process contains a 
residual, if nevertheless important, element of undemocratic power.18 

Taken together these four characteristics of Wikipedia – nonmarket relations, egalitarian 
participation, deliberative interactions among contributors, democratic governance and 
adjudication – conform closely to the normative ideals of radical democratic egalitarianism. 
What is remarkable is that these principles have underwritten the collaboration of tens of 
thousands of people across the world in the production of a massive global resource. The 
statistics are stunning: According to statistics provided by Wikipedia, by mid-2009 there were 
over 2.9 million English language entries, and a total of almost 7 million in over 200 other 
language versions of Wikipedia. By 2007, the daily number of English articles that were 
accessed in Wikipedia surpassed 2 million. Whatever else is the case, Wikipedia shows that 
nonmarket productive egalitarian collaboration on a very wide scale is possible.  

Criticisms of Wikipedia 
The most serious criticisms of Wikipedia center on the reliability of its entries. Three issues are 
in play here. First there is the simple problem of inaccuracy in entries written by amateurs and 
the problem that the loudest voice – not necessarily the most reasoned and well-informed – wins 
out in debates. Even though a number of studies have shown the error rate of Wikipedia entries 
compare favorably to more established sources, nevertheless many people remain skeptical. 
Second, there are instances in which there are genuine, deep, disagreements over particular 
topics. The general editorial policy of Wikipedia is for articles to be written with a “Neutral point 
of view” (NPOV), but for some topics – like Israel and Palestine – this is virtually impossible. 
This creates significant problems for the Wikipedia model. One solution could be creating 
multiple entries reflecting different stances, but there is as of yet no consensus among 
Wikipedians that this is the best way to resolve these problems. Third, there is the problem of 
deliberate distortion. Sometimes this is simply mischief, as when the entry for Aardvark was 
deleted and replaced with “A very ugly animal”. But sometimes deliberate distortion is an effort 
to shape a person’s or institution’s reputation by adding false information to an entry or deleting 
unflattering material. The Wikipedia page on controversies in the history of Wikipedia contains 
many examples. One of the best known instances, which occurred in 2006, is the congressional 
aides scandal, “in which several political aides are caught trying to influence the Wikipedia 
biographies of several politicians to remove undesirable information (including pejorative 
statements quoted, or broken campaign promises), add favorable information or ‘glowing’ 
tributes, or replace the article in part or whole by staff authored biographies.”19 Corporations 
have engaged in similar strategies, hiring people to write favorable entries and in other ways 
attempt to use Wikipedia entries as part of a marketing strategy to leverage legitimacy onto their 
                                                 
18 Jimmy Wales continues to hold “ultimate authority” within the Wikipedia organization. He appoints the members 
of the arbitration committee from a list of candidates that has been voted on by the broader wiki-community, and has 
reserved the right to impose new rules and policies in special circumstances, although he has refrained from using 
this power. He has argued that retaining this power is a necessary protection against take-over of the project by the 
concerted efforts of mischievous or ill-intentioned users.  As it stands, Wikipedia remains a largely democratic 
institution with unexercised autocratic authority. 
19 http://en.wikipedia.org/wiki/History_of_Wikipedia, controversies 
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products.  While many deliberate falsifications have been discovered, it is impossible to know 
how many go unnoticed, and this adds to the skepticism about the reliability of entries. 

 In response to these problems, a number of other internet encyclopedia projects have 
been launched. Two of these are particularly interesting, Larry Sanger’s Citizendium project and 
Google’s rival to Wikipedia, Knol. The first of these retains many of the social economy aspects 
of Wikipedia, but tries to correct the problem of reliability by giving a more authoritative role to 
certified experts. The second rejects the social economy model altogether, and tries to enlist the 
profit motive into the development of the information compendium. 

Citizendium was founded by Larry Sanger, the co-founder of Wikipedia with Jimmy 
Wales, left Wikipedia in 2002 after recurring conflicts with the editor community.20  He was 
disappointed by the often less-then-civilized contentiousness of the project and he was convinced 
that Wikipedia’s rejection of privileged expertise and lack of discipline were weaknesses that 
undermined the credibility and accuracy of Wikipedia.21  When Sanger left Wikipedia he started 
his own online encyclopedia, which he called Citizendium, 

Citizendium remains a “beta” project and so may evolve, but it bills itself as “a ‘citizens' 
compendium of everything’... an open wiki project aimed at creating an enormous, free, and 
reliable encyclopedia.”22  Citizendium hopes to achieve credibility by using “gentle expert 
oversight”, requiring contributors to use their real names, and creating a parallel hierarchy within 
its contributors and its articles.  Anyone can create a Citizendium account and begin authoring 
articles but in order to become an editor, a person must first open an account then apply for 
editorship by submitting a CV as well as proof of expertise that verifies the claims of the CV, 
like links to online conference proceedings where you have presented or an academic department 
home page.  All applications, for authorships as well as editorships, must include verifiable 
personal information, especially your real name, a biography, and specification of areas of 
expertise.  “Constables” review all applications. 

Citizendium's “community managers” or “moderators,” [who] oversee adherence to 
basic policies, resolve behavioral — not editorial — disputes, and rein in 
troublemakers.... They operate within a “separation of powers” and are held to a strict 
conflict of interest policy. All Citizendium constables hold at least a bachelor's degree 
and are at least 25 years old.23 

                                                 
20 There is some controversy over whether Sanger was actually a co-founder of Wikipedia, or simply a collaborative 
employee of Jimmy Wales.  When they worked together they both referred to Sanger as a co-founder, but after 2004 
Wales insists that he alone founded Wikipedia. For a journalistic account of the history of Wikipedia. their 
collaboration and eventual falling out, see Marshall Poe, “The Hive”, The Atlantic Monthly, September, 2006. 
21 There are many accounts of Sanger’s role in Nupedia (the forerunner to Wikipedia) Wikipedia, and his subsequent 
departure from the projects.  A very good journalistic account is Marshall Poe’s “The Hive”, in the Sept. 2006 
Atlantic Monthly, http://www.theatlantic.com/doc/200609/wikipedia.  For Sanger’s own narrative and critique see 
his article “The Early History of Nupedia and Wikipedia: A Memoir” posted on Slashdot on April 18, 2005, 
http://features.slashdot.org/article.pl?sid=05/04/18/164213&tid=95.     
22 The “About” page of Citizendium (Italics in original), http://en.citizendium.org/wiki/CZ:About  
23 Citizendium explanation page of its “Constabulary”: http://en.citizendium.org/wiki/CZ:Constabulary  
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Since the project is a Wiki, anyone can create an article, edit it, etc.  The privileges of 
editorship include all the responsibilities of authors and include the ability to officially “approve” 
articles, guide content creation by authors, and participate in governance.24 

Citzendium distinguishes between articles that are works in progress, or “live”, and those 
that have been “approved” by the community of editors within a certain specialty working-group 
in what is essentially a peer-review process.25  As of May 1, 2008, there were 61 approved 
articles and slightly fewer than 7,000 total articles as of January 1, 2008.26 

Sanger’s hope for Citizendium is that it will synthesize the work of the general public, and 
exploit the fervor for participation in projects like Wikipedia, with the informed approval of 
accredited experts.  In this institutional framework, experts supply discipline and inform the 
public’s contributions.  Thus citizendium has a collegial institutional structure that is a sort of 
hybrid of the openness of Wikipedia with a paternal role for academic experts. It remains an 
exemplar of social economy production – production based on the mobilization of voluntary 
cooperation for the provision of needs – even though it adopts a less strictly egalitarian model on 
process of production itself.   

Knol is Google’s attempt to compete directly with Wikipedia. In the summer of 2008 knol 
was officially launched as an active site.  Knol is Google’s short-hand for knowledge, as well as 
the word they use to signify a “unit of knowledge”, or a single web page on a given topic.  
Google intends to provide free, easy-to-use software that will let authors produce articles, or 
knols, on a topic in which they have some expertise. Anybody will be able to produce an article 
and Google will host it for free (much like Google’s blogging software). Udi Manber, a Google 
VP of Engineering who first announced the intention to lauch Knol, writes that “Knols will 
include strong community tools. People will be able to submit comments, questions, edits, 
additional content, and so on. Anyone will be able to rate a knol or write a review of it. Knols 
will also include references and links to additional information.” However, editing is the sole 
responsibility of the author.  Finally, at an author’s discretion, Google will place advertisements 
relevant to each knol and “Google will provide the author with substantial revenue share from 
the proceeds of those ads.” The purpose of these articles is: 

...to be the first thing someone who searches for this topic for the first time will want to 
read. The goal is for knols to cover all topics, from scientific concepts, to medical 
information, from geographical and historical, to entertainment, from product 
information, to how-to-fix-it instructions 

Google expects people to write competing knols on the same subject and welcomes that 
competition.  The purpose is to create a competitive marketplace of knowledge in the general 
mold of Google’s brand of velvet-glove capitalism.  Google hopes to siphon off the enthusiasm 
with which people contribute to Wikipedia by offering them remuneration, while undermining 
Wikipedia’s ranking prominence in Google searches.  Google’s strategy for signaling the 
legitimacy of knols is to prominently showcase authors and their credentials.  Thus the system 
will favor knols created by accredited experts.  
                                                 
24 For more details about the roles of editors, see: http://en.citizendium.org/wiki/CZ:The_Editor_Role  
25 For more on the approval process: http://en.citizendium.org/wiki/CZ:Approval_Process  
26 http://en.citizendium.org/wiki/CZ:Statistics  
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It is unclear whether or not either of these alternatives to Wikipedia will constitute serious 
rivals.  It is also unclear, of course, how Wikipedia will develop into the future, both in response 
to projects like Citizendium and Knol, and in response to its own internal dynamics. Will the 
level of energetic participation that has occurred in the first years of Wikipedia be sustained into 
the future? What will the process look like after twenty years? Will the kind of broad based 
editorial diligence, commitment and enthusiasm that has been crucial both to the rapid expansion 
of the number of entries and to the relatively effective monitoring of quality be indefinitely 
sustainable on a voluntary basis?  

The Quebec Social Economy 
One of the most vibrant examples of an emerging social economy is in the Canadian Province of 
Quebec.27 While Quebec has a long history of producer cooperatives in various sectors and other 
economic activities which could be broadly considered part of a social economy, the term only 
became part of public discourse over economic alternatives in the mid-1990s.The pivotal event, 
noted in chapter 6, was a “Summit on Employment and the Economy” convened by the 
Provincial Government in 1996 to deal with long term problems of unemployment and economic 
development in Quebec. At this summit a wide variety of organizations from civil society and 
the economy were invited to participate. Such corporatist policy forums are a familiar thing in 
many countries with strong social democratic or catholic-corporatist traditions. What was rather 
special about the 1996 summit in Quebec, however, was the inclusion of social movement 
organizations, community organizations, and other grass-roots civil society associations in the 
dialogue. 

 Out of this meeting came a set of concrete policy proposals for the state and action plans 
for civil society to enhance the vitality of the social economy in Quebec. Some of these 
proposals have subsequently been adopted. They involve, among other things, making it much 
easier for non-profit associations engaged in social economy activities to acquire the necessary 
financial resources, through government grants, indirect subsidies, or access to credit; the 
creation of a social economy office within the provincial government; and the consolidation of 
an umbrella organization in civil society, the Chantier de l’économie sociale to coordinate 
strategies for enlarging and deepening the role of the social economy.28 While the social 

                                                 
27 This discussion draws from personal discussions with Nancy Neamtam, the director of the Chantier de l’économie 
sociale, and from the following works: Marguerite Mendell, Benoit Levesque and Ralph Rouzier, “The role of the 
non-profit sector in local development: new trends”, Paper presented at OECD/LEED Forum on Social Innovation, 
August 31, 2000;  Marguerite Mendell “The Social Economy in Québec: Discourses and Strategies” in Bakan, 
Abigail, and Macdonal, Eleanor (eds), Critical Political Studies: Debates From the Left. (Kingston: Queen's 
University Press, 2002) pp. 319-343; Nancy Neamtan, “The Social Economy: finding a way between the market and 
the state”, Policy Options, July/August 2005, pages 71-76.; Nancy Neamtan and Rupert Downing. “Social economy 
and community economic development in Canada: Next steps for public policy”, Chantier de l'économie sociale 
issues paper, September 19, 2005. Mendell, Marguerite. 2006.  “L' empowerment au Canada et au Québec: enjeux et 
opportunités,”  in Economie, géographie et société. Vol. 8, No. 1, janvier-mars 2006, pp. 63-86. (Translated by 
Berard Jouve). Mendell, Marguerite, J-L. Laville and B. Levesque. 2007.“The Social Economy: Diverse 
Approaches and Practices in Europe and Canada” in A. Noya and E. Clarence, editors. The Social Economy.  
Building Inclusive Economies, France: OECD Publications, 2007. pp. 155-187. 
28 An earlier organization, the Conseil de la coopération du Québec (recently renamed the Conseil québécois de la 
Coopération et de la Mutualité) played an important role in one aspect of the social economy, the cooperative 
movement, since the 1940’s. The Chantier differs from the Conseil in trying to represent the full gambit of social 
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economy in Quebec is still only a small part of the total Quebec economy, it is firmly rooted 
institutionally, growing in importance, and broadly accepted as desirable.  

 Two examples illustrate different ways in which the social economy in Quebec functions. 
The first example is childcare services. Childcare services can be organized through four basic 
ways. First, they can be organized within personal networks of family, kinship and friends. This 
is certainly the most common way traditionally that childcare is provided. Here childcare is 
motivated by private concerns and it is regulated primarily by moral norms of care and concern 
for the wellbeing of others. Second, childcare can be organized through markets, either by for-
profit capitalist daycare centers, or by self-employed individual childcare service providers. The 
central motivation for the provision of childcare through markets is private profit, and the norms 
regulating the provision are anchored in property rights: people have the right to set up 
businesses to provide services, and parents have the right to sign contracts for these services. 
This is the primary way nonfamily childcare services are provided in the United States. Third, 
the state can directly provide childcare services, as in France. The motivations for provision are 
some conception of the common good, and the norms regulating the provision are generally 
some notion of citizenship rights. Finally, the services can be provided by civil society 
associations of one form or another. As in the state provision, the motivations here are rooted in 
collective interests, but the norms are more directly grounded in moral concerns for caregiving. 
This is the Quebec solution. These four possibilities are mapped in Figure 7.1 

-- Figure 7.1 -- 

  In Quebec, the Provincial government guarantees universal childcare at a charge in 2008 
of seven Canadian dollars per day, but it does not directly run daycare centers. Rather, it 
provides subsidies to nonprofit daycare centers run jointly by daycare workers and parent 
volunteers so that the combination of the parent charges and the state subsidies provide a solid 
living wage for the childcare providers. By 2008 there were over 40,000 childcare workers in 
this subsidized social economy sector.29 As originally designed, the rules governing the subsidies 
made them available only to childcare service providers organized as nonprofit associations or 
worker cooperatives, thus blocking the entry of capitalist firms into this market. Capitalist 
childcare services were not prohibited from operating in Quebec, but they did not receive the 
social economy subsidy that underwrites the financial viability of the coops. Needless to say, for-
profit daycare providers strenuously objected to this policy, saying that it created “unfair 
competition.” More recently, under the initiative of a more conservative government with a more 
neoliberal ideology, private firms have been allowed to receive the subsidy as well, although the 
sector is still overwhelmingly dominated by nonprofit associations.  

 A second example is non-medical homecare services for the elderly. This innovation was 
launched in 1997 based on a proposal by the Chantier de l’économie sociale in its action plan at 
the Summit in October 1996. Quebec, like most economically developed places, faces a series of 
difficult issues around the care of the elderly which are seen as increasingly pressing with the 
                                                                                                                                                             
economy organizations and activities – collective enterprises, non-profit organizations and cooperatives -- and in its 
governance structure which includes old and new social movements. A wide range of sectors, local development 
intermediaries among others. The Conseil continues to exist alongside the Chantier, and at times there have been 
tensions between these two organizations. 
29 Personal communication from Nancy Neamtam, director of the Chantier. 
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ageing of the population and increased life expectancy. As elderly persons become less able to 
take care of themselves one option is for them to move into retirement communities and nursing 
homes. Depending upon the location of such facilities, such moves can be extremely disruptive 
of social networks and, in any case, are generally very expensive (even when they are of low 
quality). An alternative is for various kinds of services to be created to provide the kind of on-
going practical support that make it possible for the elderly to stay in their homes. This would 
include things like housecleaning, meal preparation, shopping assistance, and odd jobs. Such 
services are beginning to be provided on a fairly wide scale in Quebec through the social 
economy. As described by Nancy Neamtan, the director of the Chantier de l’economie sociale, 
10 years after this initiative was launched, the network of nonprofit and co-operative home care 
businesses across Quebec “employs almost 8,000 people, half of whom were previously 
unskilled welfare recipients. By offering over 5.6 million hours of home care services to over 
76,000 clients, the majority of whom are over 75 years old, these organizations have created 
jobs, taken pressure off public sector services, delayed institutionalization for many elderly 
people, reduced the welfare rolls and assured access to home care services in record time to all 
communities across the province.”30  The clients of this service pay a sliding scale $4-18 
(Canadian dollars) per hour depending on household income for the service. As in the childcare 
case, the Provincial government provides subsidies to bring the wages of service providers to a 
living wage level. 

Roughly half of the elder-care home services providers are organized as cooperatives and 
half as nonprofit organizations.31 Nancy Neamtan reports that the ideal model for this sector is 
what has come to be known as a “solidarity cooperative.”32 This is a kind of hybrid model 
between a pure producer-owned cooperative, in which the ownership and control of the firm is 
entirely in the hands of the service providers, and a nonprofit organization, in which the 
ownership and control of the firm is in the hands of a community nonprofit association. In a 
solidarity cooperative the board of directors includes representatives of all of the key 
stakeholders in the activities of the cooperative: the workers, the users of the service, and the 
broader community. The community involvement helps root the cooperative territorially; the 
user involvement enhances its responsiveness to the needs of the elderly; and the worker 
involvement insures that the direct providers of the service have significant control over their 
conditions of work. The solidarity cooperative model more fully embodies the principle of social 
empowerment than the simpler cooperative model or community nonprofit model of social 
economy provision. 

The development and vitality of both of these examples of social economy caregiving 
services – childcare services and homecare services for the elderly – depend significantly on the 
existence of the Chantier de l’éconmie social, the association responsible for coordinating and 

                                                 
30 Neamtan, Nancy. “The Social Economy: finding a way between the market and the state”, Policy Options, 
July/August 2005, p74 
31 In a producer cooperative the service providers are the owners of the firm; in a nonprofit firm, the firm is owned 
by a nonprofit organization of some sort. In the nonprofit model the providers may still have some kind of 
democratic rights within the firm, but the ownership and control of the firm lies with the board of the nonprofit 
association. 
32 Personal interview. 
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promoting the social economy in Quebec.33 The Chantier characterizes itself as a “network of 
networks”, a forum in which all of the elements of the social economy can meet, discuss 
problems, formulate new initiatives, and generate synergies. It includes a wide range of 
categories of members: networks of social economy enterprises including such things as daycare 
and housing cooperatives; regional associations in the social economy; community development 
centers; technical resource centers that support social economy activities; social movements 
including labor unions, the environmental movement, the women’s movement, and various kinds 
of community movements. Recently a network of First Nations has been added to the Chantier. 
Each of these categories of membership elects people to sit on the board of directors of the 
Chantier. Various categories of nonvoting members also have seats on the board. The board is 
responsible for strategic decisions and new initiatives, especially those involving financial 
instruments created by and under the control of the Chantier. The Chantier constitutes the 
pivotal associational mechanism through which the diverse activities in the Quebec social 
economy contribute to a collective process of social empowerment. 

Elements of institutional design for a vibrant social economy 
The range of economic activities that can potentially be organized through the social economy in 
an effective manner is quite broad. In Quebec, aside from childcare and home care services, the 
social economy already plays a significant role in recycling activities, sheltered workshops for 
people with intellectual and physical disabilities, and housing. In many places in the world, much 
of the performing arts is organized in ways that have a significant social economy component. 
Health care services are another arena where social economy organizations play an important, if 
usually secondary, role in the form of health care cooperatives and community clinics of various 
sorts. In the United States, charter schools and some forms of school voucher programs can also 
be viewed as instances of a social economy: the state pays for these educational services, but 
they are actually produced by associations in civil society.34  

The Quebec experience suggests four elements of institutional design to facilitate the 
expansion and deepening of these kinds of initiatives in ways that would contribute to the 
broader agenda of social empowerment: 

1. State subsidies targeted to the social economy. There are a number of difficult issues bound up 
with alternative mechanisms for providing financial resources for social economy activities and 
enterprises. One source of funding is private donations from individuals and private Foundations. 
Many NGOs receive their funding from these sources. Sometimes this works well. Wikipedia 
was initially bankrolled by a combination of funds from private foundations and the personal 
wealth of Jimmy Wales, and subsequently it has been substantially funded by contributions from 
participants. But for many social economy initiatives, such private funding will be inadequate for 
two reasons. First, for many projects, private donations and foundations are unlikely to provide 
adequate levels of funding. It is hard to imagine the Quebec social economy of childcare and 
                                                 
33 This description of the Chantier comes from personal discussions with Nancy Neamtam, the chief executive 
officer of the Chantier. 
34 These examples from the United States, of course, indicate that social economy initiatives may not always be 
progressive. School vouchers in particular are often a strategy for defunding public education rather than advancing 
a general process of radical democratic egalitarian social empowerment, and charter schools are often a strategy for 
getting around teacher unions. 
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eldercare services reaching the scale it has on the basis of private donations. Secondly, private 
foundations typically have their own agendas derived from the priorities of their founders and 
boards of directors. Sometimes these can be quite progressive, rooted in democratic egalitarian 
ideals, but more often wealthy foundations have close ties to elites and corporations and their 
priorities are firmly rooted in existing structures of power and inequality. For social economy 
initiatives to be dependent on such foundations for financial resources, therefore, almost 
inevitably constrains their radical potentials. 

Of course, it is also true that dependence of the social economy on the state for financial 
resources imposes constraints. Capitalist states are also deeply connected elites and corporations 
and their priorities are also firmly rooted in existing structures of power and inequality. But at 
least the state is a terrain for democratic struggle and contestation, and this can open the prospect 
for acquiring stable funding which allow for relatively high levels of autonomy.  

In any case, for better or worse, private funding is unlikely to be sufficient for a vibrant, 
dynamic social economy and thus it is important for the state to underwrite social economy 
enterprises and activities through subsidies of various sorts. Furthermore, the rules of the game 
for such subsidies should block access to them by capitalist firms. A reasonable objection by 
capitalist firms is that this gives social economy cooperatives an “unfair” competitive advantage 
in certain markets. This objection was raised in Quebec, for example, for the targeted subsidies 
to nonprofit organizations and cooperatives which facilitated the rapid growth of social economy 
eldercare home services and childcare services. The appropriate response to this is that state 
subsidy is a way of recognizing the positive social externalities that come from the cooperative, 
nonprofit organization of production in the social economy. This is especially crucial in care-
giving services in which the profit-motive is in inherent tension with the values of nurturance 
and care.35 The capitalist logic of meeting needs is that it is only worth doing when you can 
make a profit from doing so: I help you because it’s good for me. The social economy logic of 
meeting needs is other-directed: I help you because it is good for you.36 The widespread 
existence of cooperative needs-oriented production of such services contributes positively to 
supporting a socio-cultural context that affirms these values. If this is indeed a positive social and 
cultural externality of needs-oriented production, then in the absence of a subsidy less of this 
public good will be produced. This provides a justification even within the economic logic of a 
capitalist market economy for a tax-based state subsidy to the social economy form of 
cooperative needs-oriented production. 

2. Development of social economy investment funds. While state subsidies are crucial for the 
social economy, in the long term it is also important for the social economy itself to develop 
internal mechanisms for raising funds and directing them to innovative social economy projects. 
To the extent the social economy manages to have such funds, its capacity for autonomous 
growth would increase. In Quebec in a limited way, the Chantier has helped develop and 
coordinate venture capitalist funds for social economy enterprises. If the social economy is to 

                                                 
35 For a discussion of the tension between caregiving and the market, see Nancy Folbre The Invisible Heart: 
Economics and Family Values (New York: The New Press, 2001.) 
36 This formulation of the contrast comes from G.A. Cohen’s essay, “Back to Socialist Basics”, New Left Review. 
#207, September/October 1994. See also the discussion in chapter 3 above on the way commodification threatens 
certain important broadly held values. 
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expand to become a major source of employment and economic activity, then new financial 
instruments for social economy savings and investment need to be devised.  

3. Governance through associational democracy. At the dynamic center of the development of 
the Quebec social economy is the Chantier de l’économie sociale, the kind of encompassing 
association that enables the heterogeneous set of projects and organizations in the social 
economy to coalesce into an enhanced form of social empowerment. This is a difficult task 
because of the conflicting interests and identities that mark civil society. Quebec, in many ways, 
was a highly favorable social environment for the development of this kind of associational 
solution, for prior to the creation of the Chantier there were already in place various networks of 
social movements, cooperatives, and civic associations. The status of Quebec as a French-
speaking province in an English-speaking country also contributed to a strong sense of solidarity 
that facilitated the elaboration of thick associational solutions to coordination problems. These 
factors help to explain why the social economy has developed the way it has in Quebec.  

 In places where civil society is less associationally dense and the social bases of solidarity 
weaker, building such encompassing associations poses a greater challenge. The key task of 
institutional design is to foster associations that are deeply connected to social economy 
activities within civil society and create a coordinating body that democratically represents key 
networks of these associations. 

4. Participatory Democratic forms of organization. The goal of enlarging the social economy is 
not simply that in and of itself this is a good thing because it contributes to improving the lives of 
people. The social economy is also one of the important pathways in the broader project of social 
empowerment in which the ultimate goal is broad social control over the economy. For this to 
occur, the social economy needs to be a setting within which solidarity and social cohesion is 
enhanced and a broad notion of the collective good is practiced. This is one of the main reasons 
why cooperatives are such a central form of production in social economy activities: 
cooperatives affirm the emancipatory values of egalitarianism. More generally, a social economy 
organized along participatory democratic forms of governance at both the micro- and macro-
levels of organization is likely to contribute more consistently to the wider agenda of social 
empowerment. 

Potential Problems 
The social economy has clearly demonstrated that it can occupy a niche within capitalist 
economies, especially when specific sectors of social economy activity are subsidized by the 
state as in Quebec. But can the social economy expand in ways that would significantly encroach 
on capitalism itself? Two central problems face such expansion of the social economy as a 
pathway to increasing social empowerment: the problem of involvement in the social economy 
of inegalitarian, exclusionary associations in civil society, and the problem of the potential 
distortion of the social economy by capitalist market relations. 

Exclusionary associations 
Inherent in the construction of a social economy is the problem of potentially exclusionary and 
inegalitarian associations in civil society. Engaging in needs-oriented social production within 
the associational context of civil society is no guarantee of embodying the central emancipatory 
values of democratic egalitarianism.  
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In the United States there is a range of associationally organized economic activities that 
satisfy the general criteria for the social economy and yet have at best an ambiguous relation to 
the emancipatory project of social empowerment. Many of the proposals that go under the rubric 
“faith-based initiatives” consist of social economy activities for the provision of needs: the state 
provides religious groups funding for a various kinds of social services which were previously 
run directly by the state. Churches are civil society associations that in addition to providing 
religious services, often also engage in a wide range of needs-oriented services: educational 
services, summer and after-school programs for children, food pantries for the indigent, 
counseling services, and much more. In faith-based initiatives these services are funded through 
tax money, but organized by churches. Sometimes these subsidies do contribute to a broad 
process of social empowerment, organized in an egalitarian, participatory way, giving 
communities greater control over the provision of certain kinds of services, but they can also 
become a vehicle for advancing the sectarian religious agenda of the church. 

School vouchers are another good example of the problem of potentially inegalitarian, 
exclusionary processes within the social economy.37 In a fully developed school voucher system, 
all parents are given a voucher worth a certain amount of money which they give to whatever 
school, public or private, their child attends. School choices function like a market where the 
money follows the students. Schools compete with each other for students. Good schools – the 
argument goes – will attract many students and thrive; poor schools will either improve under 
pressure or disappear. The competition of the market will do its magic and schooling will 
improve. In so far as the private schools are organized by voluntary associations in civil society – 
which is often the case – a voucher system for funding education can be viewed as a way of 
channeling resources into the social economy.  

In the American political and social context of the early 21st century, while the small 
existing voucher programs may help a few poor children exit disastrous public schools, the 
broader proposal to universalize vouchers is supported primarily by anti-state conservatives who 
see vouchers as a way of undermining state-run education by transferring tax funds from public 
schools to privately-run schools through the choices of parents. Since these proposals generally 
allow private schools to charge tuition on top of the voucher payments, this could ultimately 
become a state subsidy to high priced private education. Also, since a majority of private schools 
are organized by religious associations, a voucher-based system for an educational system 
organized through the social economy in the United States would support religious associations 
often with extremely conservative social values. A fully developed voucher system to replace 
direct government run schools by social economy schools organized by associations could easily 
end up supporting highly inegalitarian schools run on the basis of exclusionary, sectarian 
principles. 

There is no automatic way that a growth of state transfers, incentives and subsidies to 
underwrite the social economy can avoid these kinds of pernicious effects. It is crucial, then, that 
                                                 
37 The existing publicly funded voucher programs in the U.S. are quite limited, being heavily targeted to poor 
minority children who otherwise would go to extremely bad public schools, and are therefore supported by some 
progressives within minority communities. The strongest political support for vouchers, however, comes from right-
wing social forces that see it as a way of ultimately shifting public funding from state run schools to religious 
schools and private schools. The special voucher programs for the poor are a kind of Trojan horse strategy to 
establish and normalize the principle in the hope of drastically expanding it in the future.   
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specific rules are instituted in the state support of social economy projects that ensure its 
universalistic, egalitarian and democratic character. This is one of the critical functions played by 
the Chantier de l’economie sociale in Quebec: it is explicitly committed to democratic, 
universalistic and egalitarian values, and this systematically affects the way it coordinates the 
elaboration of the Quebec social economy. In terms of schools, Sam Bowles and Herb Gintis, in 
their book Recasting Egalitarianism in the Real Utopias Project propose rules for a radical 
egalitarian design for school vouchers that would mitigate their inegalitarian and exclusionary 
potential.38 Their proposal would institute a generous voucher system, but prohibit schools from 
“topping up” the voucher funds with any other source of funding – from tuitions, gifts, 
endowments, etc. This means that the vouchers cannot become a subsidy for expensive private 
schools for the rich. They also propose a system for having vouchers be worth differing amounts 
to schools depending upon the existing demographic characteristics of the students already in the 
school and the characteristics of the child with the voucher. The voucher of a poor child, for 
example, will be worth more to a school with lots of middle class students than to a school with 
mainly poor children. This creates incentives to schools to have a diverse student body. And 
finally, they propose a fairly strong licensing and monitoring procedure to insure schools 
receiving vouchers adopt certain broad curricular standards. The schools in such a system would 
retain a genuinely public character in the sense of publicly regulated standards and educational 
content, but would nevertheless be run in diverse and flexible ways by associations rooted in 
civil society. These rules would not eliminate all of the potential problems in a voucher system, 
but they would avoid its inegalitarian and exclusionary potentials.39 

Capitalism and the social economy 
The second general problem faced by attempts to significantly expand and deepen the social 
economy concerns its articulation to capitalist markets. Two issues are especially important: the 
problem of competition with the capitalist economy, and the dependency of the social economy 
on capitalism for financial resources.  

According to prevailing views, competition keeps individuals and firms on their toes, 
putting pressure on them to innovate and improve the quality and efficiency of what they do. 
Why should the social economy worry about competition from capitalist firms if in fact the 
social economy is a better way of providing certain kinds of services?  Three issues are 
especially salient here which make it difficult for the social economy to enter sectors which are 

                                                 
38 Samuel Bowles and Herb Gintis, Recasting Egalitarianism (real utopias project, volume III, London: Verso: 
1999).  
39 Bowles and Gintis are mainly concerned with reconciling equality and efficiency in their institutional designs. 
They believe that a certain amount of competition – in this case among schools for vouchers – enhances efficiency 
since it puts pressure on schools with poor performance to change. They are less concerned with the implications of 
alternative institutional designs for questions of collective power. In my judgment they underestimate the potentially 
destructive aspects of competition among schools and neglect alternative mechanisms for improving school 
“efficiency” (educational quality) through stronger forms of democratic participation in school governance. They 
also do not have any objections in principle for profit-making corporations to run schools and to be funded by 
vouchers so long as they accept the regulations and diversity rules of the system. For a discussion of these points, 
see Erik Olin Wright, “Equality, Community and Efficient Redistribution,” chapter 3 in Samuel Bowles and Herbert 
Gintis  Recasting Egalitarianism: New rules for communities, states and markets, volume III of The Real Utopias 
Project (London: Verso: 1999). 
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potentially profitable to capitalist firms. First, capitalist corporations are in a position to poach 
talented leadership from the social economy.  Leaders in social economy enterprises often face 
challenging organizational tasks and develop highly valuable people skills. Where capitalist 
corporations can identify this talent, they are able to offer vastly higher salaries and drain off at 
least some of the most talented labor from the social economy.40 This may not pose a serious 
threat to some aspects of the social economy, such as childcare services, which are generally not 
especially profitable for capitalist firms, but it could constrain the advance of the social economy 
into new arenas.  Second, capitalist firms can engage in forms of competition which undermine 
the social economy. Capitalist firms have greater access to credit than nonprofit social economy 
enterprises and are therefore generally more capitalized. They can offer more lavish, if also 
expensive, services and thus siphon off the more affluent potential consumers of social economy 
services, leaving the social economy to provide services for those least able to pay. Third, 
capitalist firms do not have to worry about generating positive social externalities of their market 
activities and thus they do not need to devote any resources to this objective, whereas such 
positive externalities are part of the core motivation for much social economy activity. This 
places capitalist firms in a competitive advantage within ordinary markets over social economy 
enterprises. Unless there are strong rules protecting the markets for social economy enterprises 
by providing financial subsidies to the social economy that reflect these positive externalities, 
capitalist competition will tend to erode their commitment to social economy principles. 

Beyond the issue of direct competition with capitalist markets, the social economy is 
potentially distorted by its need to acquire financial resources from capitalism. If social economy 
enterprises take out loans from banks, then they have to generate sufficient income to pay the 
interest and eventually pay back the principal. If they seek capital investment from individuals 
and associations, then they need to offer a reasonable “rate of return”. Both loans and 
investments mean that social economy enterprises would have to behave more like capitalist 
firms, making decisions on the basis of expected rates of profit.  The alternative, of course, is to 
seek subsidies, rather than investments, in the form of donations from private individuals and 
foundations and grants from the state. Such grants potentially do offer greater autonomy for 
social economy firms, but they also depend upon the willingness of political authorities and 
(usually) wealthy individuals to make these grants and donations and this leaves the social 
economy vulnerable to shifts in the political balance of power and the spending priorities of 
elites. 

What the social economy really needs, then, is some way for a significant part of its core 
funding to become unconditional and noncontingent. One institutional device for this is 
unconditional basic income. 

                                                 
40 This is a problem facing all sorts of non-capitalist organizations operating in a capitalist environment. Large 
corporations can offer much higher salaries to researchers than can universities, and this leads to poaching of 
professors by the private sector. In the Israeli kibbutzim, the temptation of much higher standards of living outside 
of the kibbutz for highly educated kibbutzniks was one of the forces which undermined the vitality of the kibbutz 
movement. In Argentina, in the 2002 economic crisis a large number of private firms were taken over by their 
employees and run as worker-managed firms, called “recovered enterprises”. After the crisis subsided and many of 
these firms tried to become formalized as worker-owned cooperatives, one of the problems for the most successful 
of these recovered enterprises was that private corporations poached the best worker-managers with salaries orders 
of magnitude higher than in the original firms.  
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UNCONDITIONAL BASIC INCOME 
The basic mechanism 
The idea of unconditional basic income (UBI) has a long pedigree, but has recently been revived, 
particularly in European discussions.41 The proposal has come under a variety of names: 
universal basic income; demogrant; citizen dividend; negative income tax.42 While the details 
may vary, the basic idea as already described in chapter 1 is quite simple: Every legal resident of 
a country receives a monthly living stipend sufficient to live at a culturally defined respectable 
standard of living, say 125 percent of the “poverty line.” The grant is unconditional on the 
performance of any labor or other form of contribution, and it is universal – everyone receives 
the grant as a matter of citizenship right, rich and poor alike. Grants go to individuals, not 
families. Parents are the custodians of minority children’s grants. Usually basic income is treated 
as a national policy in which taxes within a country are used to provide a basic income to all 
citizens or legal residents, but some discussions explore the desirability and feasibility of a 
global basic income, using some kind of global tax mechanism to provide all people on earth at 
least a minimal basic income.43 

The rationale 
Universal basic income has several very attractive features from the point of view of radical 
egalitarianism.44 First, it significantly reduces one of the central coercive aspects of capitalism. 
When Marx analyzed the “proletarianization of labor,” he emphasized the “double separation” of 
“free wage labor”: workers were separated from the means of production, and thus were also 
separated from the means of subsistence. The conjoining of these two separations is what forced 
workers to sell their labor power to obtain subsistence. In this sense, proletarianized labor is 
fundamentally unfree. Unconditional, universal basic income breaks this identity of separations: 
workers remain separated from the means of production (they are not themselves owners), but 
                                                 
41 Basic income was the central concern of volume V in the Real Utopia Project, Redesigning Distribution: basic 
income and stakeholder grants as cornerstones of an egalitarian capitalism, by Bruce Ackerman, Ann Alstott, and 
Philippe van Parijs (London: Verso, 2006). For earlier discussions, see Robert Van der Veen and Philippe van Parijs, 
“A Capitalist Road to Communism”, Theory & Society v.15:5, 1986,pp.635-655; David Purdy, “Citizenship, Basic 
Income and the State”, New Left Review #208, November-December 1994, pp.30-48; Philippe Van Parijs, “The 
second marriage of Justice and Efficiency,” in Philippe Van Parijs (ed). Arguing for Basic Income (London: Verso, 
1996), pp. 215-234  
42 There are technical details which differentiate some of the proposals under these various rubrics, but basically 
they all envision a mechanism for giving everyone without conditions an income. 
43 One proposal for a global basic income argues that the natural resources of the world should be treated as 
“owned” by all of humanity, and thus the economic rents that are derived from the private ownership of those 
resources should be taxed and treated as income for all people in the world. Because of the uneven spatial 
distribution of those resources, a global tax and redistribution of the rents would involve substantial global 
redistribution as well. For a discussion of this stance towards a globally redistributive basic income, see  Hillel 
Steiner, “Three Just Taxes”, in Phillipe van Paijs (editor), Arguing for Basic Income (London: Verso, 1996) 
44 Some egalitarians have objected to universal basic income on the grounds that it constitutes a form of exploitation 
of those who produce by those who live entirely off of the grant. Defenders of universal basic income argue that this 
is a misdescription of the process by which a surplus is produced and distributed in a complex society. For a 
discussion of this issue, see Jon Elster, “Comment on Van der Veen and Van Parijs”, Theory & Society v.15:5, 1986, 
pp.709-721.  
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they are no longer separated from the means of subsistence (this is provided through the basic 
income grant). The decision to work for a wage, therefore, becomes much more voluntary. 
Capitalism between freely consenting adults is much less objectionable than capitalism between 
employers and workers who have little choice but to work for wages. By increasing workers’ 
capacity to refuse employment, basic income generates a much more egalitarian distribution of 
real freedom than ordinary capitalism, and this directly contributes to reducing inequalities in 
access to the means to live a flourishing life.45 

Second, universal basic income is likely to generate greater egalitarianism within labor 
markets. If workers are more able to refuse employment, wages for unpleasant work are likely to 
increase relative to wages for highly enjoyable work. The wage structure in labor markets, 
therefore, will begin to reflect more systematically the relative disutility of different kinds of 
labor rather than simply the relative scarcity of different kinds of labor power. This, in turn, will 
generate an incentive structure for employers to seek technical and organizational innovations 
that eliminate unpleasant work. Technical change would therefore have not just a labor-saving 
bias, but a labor-humanizing bias. 

Third, universal basic income directly and massively eliminates poverty without creating 
the pathologies of means-tested antipoverty transfers. There is no stigmatization, since everyone 
gets the grant. There is no well-defined boundary between net beneficiaries and net contributors, 
since many people and families will move back and forth across this boundary over time. Thus, it 
is less likely that stable majority coalitions against redistribution will form once basic income has 
been in place for some length of time. There are also no “poverty traps” caused by threshold 
effects for eligibility for transfers.46 Everyone gets the transfers unconditionally. If you work and 
earn wages, the additional income is taxed, of course; but the tax rate is progressive, so there is 
no disincentive for a person to enter the labor market to acquire discretionary income.  

Fourth, universal basic income is one way of socially recognizing the value of a range of 
decommodified care-giving activities that are badly provided by markets, particularly care-
giving labor within families, but also within broader communities. While universal income 
would not, by itself, transform the gendered character of such labor, it would counteract some of 
the inegalitarian consequences of the fact that such unpaid labor characteristically is performed 
by women. In effect, universal basic income could be considered an indirect mechanism for 
achieving the “wages for housework” proposals by some feminists: recognizing that care-giving 
work is socially valuable and productive and deserving of financial support.47 

                                                 
45 The call for “real freedom for all” is the central justification for basic income proposed by Philippe van Parijs 
Real Freedom for All (Oxford: Oxford University Press, 1997) 
46 In standard income transfer programs designed to reduce poverty, recipients receive a cash benefit if their income 
falls below some threshold. This means that they lose their benefit when their income rises above this level. They 
are thus likely to end up economically worse off if their earnings rise to just above the threshold. This disincentive to 
increase earnings is called a “poverty trap.” 
47 The net effects of universal basic income on gender inequality are ambiguous. On one hand, the grants go to 
individuals, not households, and this reduces inequality between men and women. The grants also provide income 
for unpaid care-givers, and this too will disproportionately benefit women. On the other hand, universal basic 
income could reinforce the gendered division of labor within care-giving, making it harder for women to resist 
pressures to assume full responsibility for such activities.  
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Fifth, a secure, unconditional basic income potentially would increase the collective power 
of organized labor, not just the freedom of exit of individual workers, and thus contribute to the 
broader agenda of social empowerment of popular social forces. This increased power of labor, 
of course, also poses a problem for the sustainability basic income, for the fear of such increased 
collective power is one of the reasons why basic income is likely to be strongly opposed by 
capitalists. If workers treated the basic income as an unconditional strike fund and used it to 
relentlessly raise wages, this would undermine the economic viability of the basic income itself 
by triggering disinvestment. However the increased working class power underwritten by a basic 
income need not be used merely for short-term economic gain; it can also be used to forge, as we 
will discuss in detail in chapter 11, what can be termed positive class compromise, which creates 
the conditions for a sustainable shift in the balance of class power.  

Finally, and of particular importance in the present context, universal basic income can be 
viewed as a massive subsidy to the social economy and the cooperative market economy. One of 
the main problems that collective actors face in the social economy is generating a decent 
standard of living for the providers of social economy services. This is, of course, a chronic 
problem in the arts, but it also affects efforts by communities to organize effective social 
economy services for various kinds of caring activities – child care, elder care, home health care, 
respite care. The problem of providing an adequate standard of living to members is also a 
chronic problem for producer-owned cooperatives, especially in the early stages in which a 
cooperative is being established and members are learning how to function, work out 
organizational details, and develop productive capacity. A basic income would make it much 
easier for a cooperative to survive this learning phase and reproduce itself as an on-going 
economic organization. Basic income can thus be viewed as mechanism to transfer part of the 
social surplus from the capitalist market sector to the social economy, from capital accumulation 
to what might be termed social accumulation and cooperative accumulation – the accumulation 
of the capacity of society for self-organization of needs-oriented economic activity and 
cooperatively-based market activity. 

Problems 
Two issues typically are raised by skeptics of unconditional basic income: the problem of labor 
supply, and the problem of capital flight. 

A universal basic income is feasible only if a sufficient number of people continue to work 
for wages with sufficient effort to generate the production and taxes needed to fund the universal 
grant. If too many people are happy to live just on the grant (either because they long to be couch 
potatoes or simply because they have a strong preference for non-income-generating activities 
over discretionary income) or if the necessary marginal tax rates were so high as to seriously 
dampen incentives to work, then the whole system would collapse. Let us define a “sustainable 
basic income grant” as a level of the grant that, if it were instituted, would generate a sufficient 
labor supply to provide the necessary taxes for the grant. The highest level of such grants, 
therefore, could be called the “maximally sustainable basic income grant.” The empirical 
question, then, is whether this maximally sustainable level is high enough to provide for the 
virtuous effects listed above. If the maximally sustainable grant was 25 percent of the poverty 
line, for example, then it would hardly render paid labor a noncoercive, voluntary act, and 
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probably not reduce poverty dramatically.48 If, on the other hand, the maximally sustainable 
grant was 150 percent of the poverty level, then a universal basic income would advance the 
egalitarian normative agenda significantly. Whether or not this would in fact happen is, of 
course, a difficult empirical question to study and depends upon the distribution of work 
preferences and productivity in an economy.49 A generous basic income is likely to be more 
sustainable in countries that already have very generous redistributive welfare states, since the 
additional taxes would in such cases be relatively small, and in societies with strong work ethics 
and cultural norms of work participation, since in such cases a smaller proportion of the labor 
force is likely to opt out of labor market work entirely. Ironically perhaps, a basic income is also 
likely to be more sustainable in a society with a strong consumerist culture, since people in such 
a society are likely to have strong preferences for discretionary income. 

Apart from the labor supply problem, universal basic income is also vulnerable to the 
problem of capital flight and disinvestment. If a high universal basic income grant significantly 
increases the bargaining power labor, and if capital bears a significant part of the tax burden for 
funding the grant, and if tight labor markets dramatically drive up wages and thus costs of 
production without commensurate rises in productivity, then a universal basic income could well 
precipitate significant disinvestment and capital flight. It is for this reason that socialists have 
traditionally argued that a real deproletarianization labor power is impossible within capitalism – 
that the necessary condition for sustainable high-level universal basic income is significant 
political constraints over capital, especially over the flow of investments.50  

As in the labor supply problem, it is very difficult to make meaningful projections to know 
how serious a problem capital flight would be under different levels of a universal basic income. 
What we do know is that a well-functioning, sustainable capitalist economy is possible in a 
country like Sweden in which taxation amounts to over half of the gross domestic product and 
over 75% of the labor force is unionized. If, in the early 20th century before the rise of Swedish 
Social Democracy, someone had asked whether a capitalist economy would be sustainable with 
such high levels of taxation and working class organization, the answer would undoubtedly have 
been no.  

SOCIAL CAPITALISM   
The expression “social capitalism” refers to a wide range of institutional mechanisms and social 
processes through which social power rooted in civil society directly impinges on the exercise of 
capitalist economic power, especially in capitalist corporations. The most widespread example of 
this is, of course, labor unions. Unions are secondary associations and while they organize 

                                                 
48 Even a miserly grant might have positive anti-poverty effects by constituting a kind of wage subsidy to the low 
end of the labor market. Such a grant would function something like the earned income tax credit currently in place 
in the United States, or like a modest negative income tax, as proposed in the early 1970s. 
49 It is very difficult to make credible estimates of these effects because they are likely to involve significant 
nonlinearities and dynamic interactions. It is thus very difficult to extrapolate from the effects of existing earnings 
subsidy programs to generous basic income grants, or even from low-level grants to high level grants. 
50 I argued in an earlier analysis of basic income (“Why Something like Socialism is Necessary for the Transition to 
Something like Communism”, Theory & Society v.15:5, 1986) that socialism was a necessary condition for a 
sustainable universal basic income. I no longer think that my arguments in that essay are entirely compelling.  
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workers in the economy – in firms and labor markets – their main source of power comes from 
their capacity as an association to mobilize people for collective action, and in this sense they are 
also part of civil society.51 When unions are heavily regulated by the state and their roles in 
governance of economic power are restricted to collective bargaining over wages and limited 
aspects of working conditions, then the social empowerment enacted through unions is quite 
limited. But in some times and places unions have a much more expansive role and modify the 
functioning of capitalism in significant ways. They may have the rights to elect representatives 
on boards of directors of large corporations, as in the German system of co-determination, or 
they participate in various kinds of workplace governance and works councils within firms. 
Unions may also become deeply involved in community activism and coordinate their efforts 
with social movements in civil society. Such “social movement unionism” potentially contributes 
to building solidarities across the diverse interests in civil society thus enhancing the coherence 
of social empowerment.52 

 In what follows I will not discuss the conventional role of unions even though this is an 
important aspect of social capitalism. Instead I will focus less familiar institutional proposals 
which attempt to create more democratic ways of directly controlling economic power through 
associational forms of various sorts. There already exist in capitalist societies large pools of 
capital that are controlled by public and quasi-public bodies. Endowments of public universities 
and pension funds of unions and governmental units are typical examples. Modest efforts occur, 
from time to time, for these kinds of capital pools to be used to impose social constraints on 
investment. Perhaps the best-known example was the concerted effort to divest university 
endowments from investments in South Africa during the apartheid period. Certain kinds of 
pension funds have also vetted investments on the basis of some criterion of social responsibility. 
More radically, as we shall see, in the 1970s in Sweden unions and the left of the Social 
Democratic Party proposed that union-run wage-earner funds be used to gradually over time gain 
significant control over Swedish corporations. The proposal came under concentrated attack and 
was modified to such an extent that the final version lost these radical features.  

The question, then, is whether a broad institutional redesign of the rules and practices 
governing the creation and control of such public capital pools would enable them to play a 
much more significant role in constraining capital, of imposing democratic direction and social 
priorities on accumulation. In particular, pension funds already constitute a vast pool of capital 
that could be used for these purposes, and the general trend of converting defined benefit 
pensions into defined contribution pensions is likely to increase the importance of such pools of 
capital in the future.53 Is there a way of organizing and funding such large pension funds, 
                                                 
51 For a discussion of the capacity to mobilize voluntary collective action as the pivotal source of power within 
unions, see Claus Offe and Helmut Wiesenthal, “Two Logics of Collective Action: theoretical notes on social class 
and organizational form,” in Maurice Zeitlin (ed), Political Power and Social Theory, vol. 1, 1980 (JAI Press, 
1980), pp.67-116.  
52 For a discussion of the distinctive character of social movement unionism, see Gay Seidman Manufacturing 
Militance: Workers' Movements in Brazil and South Africa, 1970-1985 (Berkeley: University of California Press, 
1994). 
53 A “defined benefit” pension is one in which people know in advance how much income they will receive from 
their pension when they retire. Traditional social security in the United States is like this as was many pension plans 
in large corporations. A “defined contribution” pension is one in which the amount of pension you receive depends 
upon the returns on investments derived from the specific contributions you make. Typically in such schemes there 
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especially when they are organized by associations like unions, in such a way that they can be 
used proactively to discipline corporations and reduce the capacity of capital to escape public 
regulation?  

A variety of strategies have either been adopted or proposed with the goal of enabling 
people and associations to use capital funds to influence corporate behavior. Some of these have 
already been well-integrated into the capitalist economy. Socially-screened mutual funds, for 
example, establish various kinds of ethical criteria for the purchase of stocks in corporations. 
Some of these are highly targeted to a particular kind of ethical concern such as excluding 
military firms or oil companies or tobacco companies from a portfolio. Others adopt a broader, 
ethically denser positive social screen by requiring that firms be certified as having high labor 
standards or environmental standards. These kinds of socially screened funds certainly make it 
easier for socially concerned people and associations to invest with a clear conscience, but it is a 
matter of some debate how much real effect this has on corporate behavior. Skeptics argue that 
social screening might have virtually no impact on stock values of non-screened firms. On the 
one hand, screening could have negative effect on the stock price of non-screened corporations 
since the demand for their stock would be slightly less, but on the other hand, this would mean 
that those stocks would become better bargains for investors who don’t care about social 
screening, and this would increase the demand for such stocks. The net effect, the skeptics insist, 
is likely to be minimal, and thus social screening would not put much real pressure on “bad” 
firms. Defenders of social screening argue that even if the direct effect of ethical investing is 
small on stock prices, it does contribute to a changed set of cultural expectations about corporate 
behavior, and over time this could have a larger effect. Corporate practices are never simply 
driven by the ruthless, single-minded pursuit of maximum profits; they are also governed to 
some degree by social norms, and the existence of visible socially-screened investment funds 
contributes to strengthening the moral climate of capitalist behavior. 

Here we will explore two strategies for democratic control over pools of capital that go 
considerably beyond social screening of stock portfolios. One of these – labor-controlled venture 
capital funds – exists in limited form in a few places, and the other – share-levy wage-earner 
funds – has been proposed, but not adopted. Both proposals, if adopted on a wide scale, would 
offer significant prospects for a direct impact of social power on the exercise of economic power. 

Labor controlled solidarity funds 

The Quebec Federation of Labour Solidarity Fund was begun in 1983 as a capital investment 
pension fund designed to provide direct investments in small and medium sized firms in 
Quebec.54 It has subsequently grown to be one of the most important sources of equity capital in 
the province. The fund has a number of distinctive characteristics: 

                                                                                                                                                             
is choice over different kinds of mutual funds and other investment instruments, and the amount of income 
generated in the pensions depends both on the amount of contribution and upon how well these funds do in the 
market. The proposal for the “privatization” of social security consists of converting it from a defined benefit 
pension to a defined contribution pension. 
54 The fund is primarily not used to buy stock on the stock market, but to directly invest in firms in the form of 
venture capital investments for new firms and what are called “private equity investments” in established “privately 
held” firms.  
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1. The role of the Labor Movement. The Quebec Federation of Labour directly manages and 
controls this fund and organizes the recruitment of individuals to contribute to the fund. Through 
the Solidarity Fund, the labor movement begins to play a role in the allocation of capital to 
different purposes. This is a critical aspect of the design of the Solidarity Fund as an instrument 
for social empowerment. While other kinds of associations in civil society could also, 
potentially, organize venture capital funds to serve the interests of their members, unions are in a 
unique position to place working conditions and capital-labor relations at the center of the social 
agenda of such investments.  

2. Social criteria for investment. Before any investments are made, a “social assessment” of the 
workplace is conducted which involves “a meticulous examination of the operation of the 
enterprise with regard to: its employees, its style of management, the employees’ profile, the 
working conditions, the working relationships, the production, competition and respect for the 
principal policies of the Federation of Labour, in particular as regards health and safety at work, 
and environmental laws.”55 Investments are only made in firms that satisfy this social audit. 

3. Working class investors. The majority of individuals investing in the Fund – 58% – are union 
members.  Part of the official Mission Statement of the Fund is to “Make workers aware of the 
need to save for retirement and encourage them to do so, as well as encourage them to participate 
in the development of the economy by purchasing Fund shares.”  

4. Volunteer worker representatives. The process of enrolling people into the fund is done 
largely by voluntary workers, referred to as Responsables Locaux  (local representatives) who 
enroll fellow employees in their own workplaces. The fund provides extensive education and 
training for these volunteer local representatives of the fund: “It is these (Responsables Locaux) 
who form the spine of the Solidarity Fund. Under the Fund over 2,000 volunteers [as of 2004] 
have received training, attended courses, taken part in the public actions of the Fund (i.e. 
meetings) and have become, in their work environment, the experts, the people who have a good 
knowledge of the operation of the Fund.”56 

5. Long-term perspective on profitability. Profit-making continues to be a priority in decisions 
about the use of solidarity funds. The funds are treated as a source of investment savings for 
retirement of workers, and the fund thus takes seriously the need to generate a reasonable rate of 
return. But the Fund is also committed to the idea that a secure retirement for its contributors 
depends on the health of the Quebec economy, and this depends upon a long-term perspective on 
economic development, job retention and job creation and support for strategic sectors. The 
focus of investment on small and medium enterprises is especially important. These are firms 
that a much more locally rooted and geographically immobile than large corporations. In the 
aggregate, they also provide more jobs than large firms. In the context of globalized capitalism, 
then, the vitality of small and medium enterprises is pivotal to a robust economic environment. 

6. Patient Capital. The Fund places great emphasis on what it terms “patient capital” designed to 
give small and medium enterprises long time horizons in which to develop their market 

                                                 
55 ILO Department of communication, “Solidarity Fund: Labour-sponsored Solidarity Funds in Quebec are 
generating jobs”, World of Work, No. 50, March 2004, p.22  
56 ILO Department of communication, “Solidarity Fund: Labour-sponsored Solidarity Funds in Quebec are 
generating jobs”, World of Work, No. 50, March 2004, p.22 
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capacities. The 2007 Annual report of the Fund states: “Our success is based on expertise and 
patient capital. To help our partner companies meet the numerous challenges they face, we 
provide patient capital – capital that will truly allow them to carry out modernization or 
expansion projects and to boost their competitiveness……[B]ecause of our mission and size, we 
can stand by our partners through tough times when they need the most support to carve out a 
competitive position or to grow.”57 Henri Masé, the chairman of the board of directors of the 
Fund, explains this priority: “For us, investing is part of an approach to create collective wealth 
by focusing on quality jobs: those we can create and those we must preserve…. It certainly is no 
secret that I am against purely speculative investments, particularly those made by U .S. private 
funds. There is no medium- and long-term vision behind these strategies; the investors are not at 
all concerned with the survival of the companies in which they invest. Their sole interest is to 
turn a quick profit. To be sure, we have nothing against seeking out attractive returns to increase 
wealth, but not to the detriment of our social values or mission to create and protect jobs and 
help grow the economy.”58 

7. Government Support. The Fund is indirectly and, in its early years directly, subsidized by the 
government. Contributions to the Fund receive very favorable tax treatment in the form of tax 
credits from both the provincial government and the federal government. When it was first set up 
it received direct seed grants from the government to augment the amount of investment the 
Funds were able to undertake. 

8. Active involvement with “company partners.” The fund is actively involved with the 
companies in which it invests, which it refers to as its company partners, providing various kinds 
of training and education for employees, and technical and marketing consultation for 
management. It functions in part as a development agency and not simply a source of capital. 
This close involvement in the partner companies reduces the risks that might otherwise 
accompany the priority of the Fund in providing firms with “patient” capital. 

9. Education functions. One of the purposes of the employee education programs is to educate 
employees in its company partners in the basics of financial and economic processes so that they 
better understand the nature of the problems their employer faces.  As stated in the 2007 Annual 
Report of the Solidarity Fund: “The economic training provided by the Fund is geared toward all 
the employees of its partner companies, and springs from the Fund’s desire to contribute to their 
growth. By counting on transparency and good communication practices between management 
and employees of the companies receiving training, the economic training program seeks, among 
other things, to establish a common understanding, from a financial perspective, of the issues and 
challenges the companies face. In this way, everyone ‘speaks the same language’ and is better 
equipped and mobilized to make suggestions that may help secure the company’s future while 
maintaining and creating quality jobs.”59 When combined with the emphasis on the social 
assessment of firms, this is designed to increase the level of collaboration within firms between 
employers and employees in solving problems.  

                                                 
57 2007 Annual Report, Solidarity Fund QFL, p.13 
58 2007 Annual Report, Solidarity Fund QFL, p.3 
59 2007 Annual Report, Solidarity Fund QFL, p.11 
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In 1985, two years after it was founded, the Fund had assets of 14.3 million Canadian dollars, 
just over 5,000 member shareholders and investments in 4 partner companies. In 2007 this had 
grown to assets of 7.2 billion Canadian dollars, 574,794 members, and investments in 1,696 
companies, making it a significant player in providing capital for small and medium enterprises, 
accounting for nearly one third of all venture capital in Quebec.60 Because of this success, 
beginning in the early 1990s, solidarity funds along the lines of the QFL fund were started in 
other Canadian Provinces.61  

Solidarity Funds are prime examples of social capitalism as a pathway of social 
empowerment. Such funds do not challenge capitalism as such. Mostly they invest in ordinary 
capitalist firms, although they also provide equity investments for worker-owned cooperatives. 
Their investment strategy is to strengthen the competitiveness of firms within the Quebec 
economy, not to weaken Quebec capitalism, and to foster more collaborative relations between 
employers and workers through financial education and other devices, not to increase class 
antagonism. Social Capitalism is thus a hybrid form within which capitalism remains an essential 
element. But it is a hybrid within which social power has greater weight than within ordinary 
capitalist structures because of the pivotal role of the labor movement in running the funds and 
setting its priorities. 

So far, even in Canada where Solidarity Funds are a significant institution, they constitute a 
relatively small part of total investment. There is no fundamental reason, however, why such 
funds could not be dramatically expanded. One strategy for doing this would be for the state to 
provide direct subsidies to such Funds rather than simply the current indirect subsidies in the 
form of tax expenditures.62 This is what the Canadian Government did when the Quebec 
Solidarity Fund was initially established, but such direct subsidies could be an on-going feature 
of state economic intervention. The rationale for the state providing seed money to the Quebec 
Labor Solidarity Fund is that in order to make the Fund an attractive place for individual workers 
to place their savings the fund needed to be large enough to have credibility, and seed capital 
allowed the Fund to cross this threshold. The rationale for on-going direct subsidies is that this 
would increase the capacity of the people of Quebec to control the long-term development of the 
Quebec economy by underwriting more systematically geographically-rooted small and medium 
enterprises as well as worker-owned cooperatives while at the same time enhancing the role of 
social power in the regulation of capital accumulation. This is an objective which could be 
supported by a coalition of small business owners and organized labor. 

 

                                                 
60 Annual Report 2008, Solidarity Funds QFL, p.3 
61 Other labor sponsored funds include the Working Opportunity Fund in British Columbia, Crocus Fund Investment 
Fund in Manitoba, and the First Ontario Fund in Ontario.  
62 The tax deductions people receive for contributing to solidarity funds constitute what is called a “tax expenditure” 
on the part of the government. In effect, if the marginal income tax rate on a person contributing to the fund is 20% 
and the person contributes $1000 to the fund, the person only pays $800, so, in effect, the additional $200 is an 
expenditure by the state. Tax expenditures have the special feature of not being visible forms of state subsidy, since 
they appear in the form of lowered tax revenues rather than explicit state allocations, and thus tend to be less 
vulnerable to political attack. They also have the property of allowing citizens to decide individually where some of 
their tax money goes rather than having this organized entirely by the state itself. 
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Share-levy wage earner funds 
Solidarity Funds, as just described, are primarily a device for social power to influence the 
direction of development of small and medium enterprises and worker-owned cooperatives. 
Share-levy wage earner funds are device for labor unions (and potentially other civil society 
associations) to gain substantial control over the operation of large corporations. The institution 
was originally proposed in the 1970s by Rudolf Mediner, the prominent Swedish social 
democratic economist who was one of the key architects of the Swedish welfare state.63  

A share-levy system is based on a particular way of taxing corporations. In an ordinary 
corporate tax, corporations pay to the state some percentage of their profits in taxes, say 20% 
(the proposed rate in the Meidner plan for a share-levy). The remainder of the profits can be used 
for reinvestment or distributed to shareholders as dividends. Such taxes are relatively standard in 
capitalist economies. A share-levy works quite differently: 

1. Payment of corporate taxes as new shares. In a share-levy system, rather than pay 
corporate taxes in cash, corporations pay profit taxes in the form of new issues of shares in the 
corporation equal in value to the profit tax. This means that the tax has no effect on the 
immediate stream of income available to a corporation: the corporation retains control over its 
entire monetary profits. Instead, the profit tax takes the form of a tax on the wealth of the 
share owners of corporation calibrated on the basis of corporation’s profitability.  

2. Wage earner fund. These shares are paid into a “wage earner fund” representing all 
employees in the economy and controlled through some democratic process. In Sweden the 
proposal was for the fund to be organized through a network of local and workplace funds 
largely controlled by the unions, but the fundamental principle is that the wage-earner fund is 
controlled by democratically accountable popular associations, and other associational 
arrangements besides unions would be possible.  

3. Status of shares in the fund. The shares in the wage-earner fund confer all of the usual 
rights of shares – rights to dividends, rights to vote for the board of directors and in some 
circumstances the right to vote on company policies. These shares cannot, however, be sold; 
they become, in effect, inalienable ownership rights of the collective of wage-earners as 
represented by the wage-earner fund organization.  

  The effect of the annual issue of new shares by corporations in order to pay the share-
levy is to dilute the value of individual shares (i.e. because the number of shares increases, 
each share represents a smaller fraction of the total ownership rights in the firm). In effect, 
therefore the share levy constitutes a modest wealth tax on private shareowners.64 

4. Dynamic trajectory of ownership. Over time the accumulation of shares in the wage-earner 
funds would gradually shift control rights over firms from private share owners to these 
collective entities. Over a period of several decades what this means is that the effective 

                                                 
63 For a comprehensive discussion of the Meidner plan for wage-earner funds, see Jonas Pontusson, The Limits of 
Social Democracy (Ithaca, N. Y. : Cornell University Press, 1992).  
64 The share levy is a wealth tax in the sense that the dilution of share value that results from issuing the new shares 
is the equivalent of forcing wealth holders to give some of the shares they own to the wage earner fund. It is, 
however, a special kind of wealth tax: a wealth tax that requires an asset transfer, not a wealth tax like a property tax 
on home owners that can be paid for with money.  
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control over corporations would gradually shift from private owners of shares to the wage 
earner funds themselves. Initially this would enable the wage earner funds to elect some of the 
members of the board of directors, but eventually this would result in majority ownership of 
the shares by the wage earner funds, thus conferring on these funds effective control over the 
corporations.  Since the funds represent the broad population and are under democratic 
control, this trajectory constitutes an increasing socialization of the ownership rights in 
corporations. This need not mean that corporations would ever become entirely socially 
owned, for corporations could continue to sell shares on the open stock market which private 
investors could purchase. The fact that private investors would face a wealth tax on their share 
holdings does not necessarily mean that this would be a bad investment, any more than the 
fact that there is a property tax on real estate means that real estate becomes a bad investment. 
What the share-levy does mean is that over time the power relations over corporations will 
shift heavily towards social power. This is accomplished without reducing the financial profits 
of corporations and their capacity to invest those profits; what changes gradually over time is 
the balance of ownership rights over the use of those profits and over the policies of the 
management of the corporation. 

5. Variations. There are many possible variations on this basic institutional design that could 
be adopted. For example, rules could be in place that the wage-earner funds can own no more 
than 51% of the shares in a company, giving the wage earner funds control over corporations 
but still allowing individual private investors to own a substantial part of total shares. This 
would imply a hybrid ownership structure in which social ownership predominated, but 
capitalist ownership was still allowed. The organizational structure of the funds could also 
vary from the proposed Swedish model. In Sweden the wage-earner funds were to be 
organized as a network of regional funds and workplace funds. As described by Robin 
Blackburn, “A portion of these funds would go to an enterprise-level body run by the 
employees, who would thereby acquire a growing stake in their employer. But the bulk of the 
funds would be channeled to the regional network, representing local communities and trade 
unions.”65 There are many other possibilities. There could be national level funds, regional 
funds, local funds, perhaps sectoral funds. The funds could be controlled by unions and labor 
federations, as in the Meidner plan, or by civic associations or special elected public boards. 
The key principle is that socially-empowered associations rooted in civil society have 
democratic control over corporations via their control over these funds. 

A general plan along these lines was endorsed by the Swedish Labor federation in 1976. It 
triggered a massive, hostile reaction by the Swedish capitalist class which launched a successful 
campaign to discredit it.66 There were dire warnings about how this would lead to capital flight, 
disinvestment and the collapse of the Swedish economy. While the union leadership supported 
the plan, the Swedish Social Democratic Party, lead by Olaf Palme was at best ambivalent. The 
result was that the Social Democratic Party lost the first election in over forty years. Eventually 
in the 1980s a modified version of the wage-earner funds was passed, but it specifically blocked 
                                                 
65 Robin Blackburn, “Economic democracy: meaningful, desirable, feasible?”, Daedalus, Summer 2007, Vol. 136, 
No. 3, p.42 
66 For a good discussion of the political battle over the Swedish share-levy proposal see Jonas Pontusson, “Sweden : 
After the Golden Age,” in Perry Anderson and Patrick Camiller, eds., Mapping the West European Left (London : 
Verso, 1994), 23 - 54. 
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the possibility that the funds would result in shifting the effective control of corporations to these 
funds. In 1992 when the Conservative Party came to power even this modified wage-earner fund 
was dismantled. 

 The idea of a share-levy has been revived in discussions of pension reform, particularly 
in the work of Robin Blackburn.67 Blackburn argues that all developed capitalist economies face 
a future crisis in the delivery of adequate pensions for an aging population. As the dependency 
ratio increases – the ratio of people outside of the labor force supported by active workers – it 
will be harder and harder to fund adequate pensions on a pay-as-you-go basis through payroll 
taxes and income taxes on current workers. It would be better, he argues, to effectively pre-fund 
pensions through some kind of share-levy scheme. The central obstacle to this is the steadfast 
reluctance of governments to tax shareholding wealth: “It is a striking fact that while most 
governments are happy to tax the homes people live in, they all refuse to have any direct levy on 
share-holding wealth or to allow – as Meidner boldly imagined – social funds to exercise control 
over the large corporations.”68  

Solidarity Funds and Share-Levy Funds constitute forms of social capitalism that attempt to 
modify core features of property relations within capitalism in ways that push capitalism towards 
a structural hybrid within which social power has greater weight. Of these two proposals, the 
solidarity funds are more easily integrated into capitalism, since they can be instituted in 
piecemeal fashion on a small scale, and at least on a small scale they do not immediately threaten 
the power of corporate capitalism. The share-levy mechanism is inherently more threatening. If a 
share levy mechanism were established and stably backed by the state, this would create a new 
institutional equilibrium within which capitalist power would be diminished in the overall 
configuration of a capitalist economy. Depending upon the details of the design and its trajectory 
over time, this could even signal an equilibrium in which social power – democratic control over 
economic power – became dominant. This, of course, is why it was so stridently opposed by the 
Swedish capitalist class, which recognized that the share-levy proposal was a long-term threat to 
its class interests and class power. In the end, therefore, it was not politically achievable in the 
historical conditions in which it was proposed, and wherever it might be proposed in the future it 
will certainly encounter sharp opposition. But sharp opposition does not inherently mean 

                                                 
67Robin Blackburn’s proposal to use a share-levy system to fund pensions was the centerpiece of a conference in the 
Real Utopias Project held in 2003. Two of the papers were subsequently published in the journal Politics & Society:  
Robin Blackburn, “The Global Pension Crisis: From Gray Capitalism to Responsible Accumulation,” Politics & 
Society 2006 34: 135-186 ; and Ewald Engelen, “Resocializing Capital: Putting Pension Savings in the Service of 
"Financial Pluralism"? Politics & Society 2006 34: 187-218”. See also Robin Blackburn, Banking on Death or 
Investing in Life : The History and Future of Pensions (London : Verso, 2002) and “Capital and Social Europe,” 
New Left Review 34 (July - August 2005): 87-114. 
68 Robin Blackburn, “Rudolf Meidner, 1914 – 2005: A Visonary Pragmatist” Counterpunch, December 22, 2005. 
Blackburn likens the reluctance of capitalist states to tax share-wealth to the unwillingness of the Ancièn Regime in 
France to tax the nobility prior to the French Revolution: “Increasingly, it seems, we live in a society like the French 
Ancièn Regime before 1789. Then the wealth of the feudal aristocracy was largely exempt from tax; now it is the 
holdings of the corporate millionaires and billionaires that escape taxation. Other signs reminiscent of the age of 
Louis XVI include the spirit of 'après nous le deluge', the reliance on lotteries, and the emergence of modern variants 
of 'tax farming' -- for example, laws which oblige citizens to pay their taxes (pension contributions) to commercial 
fund managers rather than to an accountable public body. But the taboo on effective taxation of corporate wealth is 
the most crucial sign of the reign of privilege.” 
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unachievability. There may be unexpected circumstances in the future when this institutional 
strategy could become possible.  

COOPERATIVE MARKET ECONOMY 
The oldest vision for an emancipatory alternative to capitalism is the worker-owned firm. 
Capitalism began by dispossessing workers of their means of production and then employing 
them as wage-laborers in capitalist firms. The most straightforward undoing of that dispossession 
is its reversal through worker-owned firms.  In the 19th century the cooperative movement was 
animated by a strongly anti-capitalist ideology and constituted a central idea of the socialist 
currents that Marx derided as “Utopian Socialism” and subsequently became loosely identified 
with some currents of anarchism. Proudhon, one of the principle targets of Marx’s attack, saw 
workers cooperatives both as the cellular units of a socialist alternative to capitalism and as the 
centerpiece of the struggle against capitalism. In 1853 he described the principle thus:  

“Mutuality, reciprocity exists when all the workers in an industry, instead of working for an 
entrepreneur who pays them and keeps their products, work for one another and thus 
collaborate in the making of a common product whose profits they share amongst 
themselves. Extend the principle of reciprocity as uniting the work of every group, to the 
Workers’ Societies as units, and you have created a form of civilization which from all 
points of view – political, economic and aesthetic – is radically different from all earlier 
civilizations.”69  

Such mutualist worker coops would cooperate with each other through a kind of voluntary 
federal structure which would facilitate coordination and joint action. Mutualism within 
production and voluntary federalism among productive units would form the basis of a new 
society, initially within capitalism itself and eventually replacing capitalism.  

 Marx had a quite ambivalent attitude towards this strategic vision.70 In the Communist 
Manifesto he derisively dismissed things like producer-owned cooperatives as “little 
experiments, inevitably abortive.” In the Eighteenth Brumaire of Louis Bonaparte he sharply 
criticized the French working class for engaging in “doctrinaire experiments, exchange banks, 
and workers’ association” which in Marx’s eyes constituted a “movement which, having given 
up the struggle to overthrow the old world despite all the means at its disposal, prefers to seek its 
own salvation behind society’s back, privately, inside the narrow framework of its existence, and 
which will thus necessarily come to grief.”71 On the other hand, in 1864 in his Inaugural address 
to the International Working Men’s Association, Marx heralded the Co-operative Movement as a 
major achievement of the working class, of even greater significance than the passage of the ten 
hour law: 

“But there was in store a still greater victory of the political economy of labor over the 
political economy of property. We speak of the co-operative movement, especially the 

                                                 
69 Proudhon, The Stockjobber’s Handbook, quoted in Martin Buber, Paths in Utopia (Boston: Beacon Press, 1958 
[1949]), p. 29-30 
70 This account of Marx’s views of worker coops comes from Martin Buber, Paths in Utopia (Boston: Beacon Press, 
1958 [1949]), chapter VIII. 
71 Quoted by Buber, Paths in Utopia, p.84 
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co-operative factories raised by the unassisted efforts of a few bold “hands”. The value of 
these great social experiments cannot be overrated. By deed instead of by argument, they 
have shown that production on a large scale, and in accord with the behests of modern 
science, may be carried on without the existence of a class of masters employing a class 
of hands; that to bear fruit, the means of labor need not be monopolized as a means of 
dominion over, and of extortion against, the laboring man himself; and that, like slave 
labor, like serf labor, hired labor is but a transitory and inferior form, destined to 
disappear before associated labor plying its toil with a willing hand, a ready mind, and a 
joyous heart.”72 

Building worker’s cooperatives, therefore, became, for Marx, a legitimate element of socialist 
strategy, although he continued to believe that they would be contained within relatively narrow 
limits so long as capitalist power remained intact:  

“To save the industrious masses, co-operative labor ought to be developed to national 
dimensions, and, consequently, to be fostered by national means. Yet the lords of the land 
and the lords of capital will always use their political privileges for the defense and 
perpetuation of their economic monopolies. So far from promoting, they will continue to 
lay every possible impediment in the way of the emancipation of labor…..To conquer 
political power has, therefore, become the great duty of the working classes.”73 

 Workers coops have continued throughout the subsequent history of capitalist 
development, although today, with a few notable exceptions, they are mostly relatively small, 
local operations. When they are successful, they often tend to evolve in the direction of more 
conventional capitalist firms, hiring non-member employees as a way of expanding production 
rather than enlarging the full membership of the producer coop itself.74 While many, perhaps 
most, people who work as members in cooperatives continue to see them as an alternative way of 
life to working in a conventional capitalist firm, for most participants they are no longer part of a 
broad strategy for building an alternative to capitalism and are certainly not part of an organized 
anti-system strategy as was the case in the 19th Century Cooperative Movement.  Nevertheless, 
worker-owned cooperatives remain one of the central expressions a democratic egalitarian vision 
of an alternative way of organizing economic activity.  

The basic properties of worker-owned cooperatives 
There are many different institutional designs that in one way or another embody the idea that 
producers should “own” their means of production. These vary in the extent to which they depart 
from ordinary capitalist principles. At one end of the spectrum is employee stock ownership 
plans (ESOPs) in which workers share in the profits of a firm by owning varying amounts of 

                                                 
72 Karl Marx, “The Inaugural address to the International Working Men’s Associations,” (1864) in Karl Marx and 
Frederick Engels, Selected Works in Two Volumes (Moscow: Foreign Languages Publishing House, 1962), volume 
I, p. 383 
73 Ibid. pp. 383-4 
74 Martin Buber notes that Marx saw the tendency for cooperatives to become ordinary firms was a significant 
problem: “[Marx] clearly recognizes the danger of the Co-operatives degenerating into ordinary bourgeois joint-
stock companies, and even recommends the right remedy: that all the workers employed should receive the same 
share.” Martin Buber, Paths in Utopia (Boston: Beacon Press, 1958 [1949]), p. 85 
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stock which confer on them the rights of any other stockowner. As described on the website of 
the National Center for Employee Ownership,  

An ESOP is a kind of employee benefit plan, similar in some ways to a profit-sharing plan. 
In an ESOP, a company sets up a trust fund, into which it contributes new shares of its own 
stock or cash to buy existing shares…..Shares in the trust are allocated to individual 
employee accounts. Although there are some exceptions, generally all full-time employees 
over 21 participate in the plan. Allocations are made either on the basis of relative pay or 
some more equal formula. As employees accumulate seniority with the company, they 
acquire an increasing right to the shares in their account, a process known as 
vesting.…..When employees leave the company, they receive their stock, which the 
company must buy back from them at its fair market value (unless there is a public market 
for the shares). Private companies must have an annual outside valuation to determine the 
price of their shares. In private companies, employees must be able to vote their allocated 
shares on major issues, such as closing or relocating, but the company can choose whether 
to pass through voting rights (such as for the board of directors) on other issues. In public 
companies, employees must be able to vote all issues.”75  

ESOPs depart from strictly capitalist relations since workers share in the profits and have some 
voting rights in the governance of the firm. However, since the power of workers within an 
ESOP firm is proportional to the amount of stock they own and since in most ESOPs this is a 
very small proportion of the total sock of the company, the real power relations within firms with 
ESOPs are not dramatically different from ordinary capitalist firms.76 

 At the other end of the spectrum are firms characterized by two principles:  they are fully 
owned by their employees and they are democratically governed by their members on a one-
person-one vote basis. Such firms are called worker cooperatives or producer cooperatives.77 The 
precise details of how these principles are realized vary considerably. In terms of ownership, in 
some cooperatives, all workers in the firm are full members of the cooperative, while in others 
some of the workers are non-member employees without voting rights in the governance of the 
firm. In some cooperatives all worker-owners have an equal capital-stake in the firm; in others, 
while all members must have a minimum capital-stake, these stakes can vary considerably. The 
governance structures of cooperatives also vary. Some cooperatives are governed through direct 
democracy in which all important decisions are made by assemblies of all workers; in others 
there is an elected board of directors. While in principle in all worker-owned cooperatives 

                                                 
75  http://www.nceo.org/library/esops.html    
76 Still, it is worth noting that the economic performance of capitalist firms with ESOPs appears to be somewhat 
better than firms without ESOPs. The National Center on Employee Ownership report that “In the largest and most 
significant study to date [2005] of the performance of employee stock ownership plans (ESOPs) in closely held 
companies, Douglas Kruse and Joseph Blasi of Rutgers have found that ESOPs appear to increase sales, 
employment, and sales per employee by about 2.3% to 2.4% per year over what would have been expected absent an 
ESOP. ESOP companies are also somewhat more likely to still be in business several years later.” 
http://www.nceo.org/library/esop_perf.html  
77 There are many other kinds of cooperatives: consumer cooperatives, such as grocery stores; marketing 
cooperatives; housing cooperatives; purchasing cooperatives (as when small farmers join together in a cooperative 
to purchase inputs together). Each of these may embody some principles of social empowerment, but they do not 
pose as sharp a contrast – and perhaps challenge – to capitalism as worker-owned cooperatives. 
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managers are accountable to workers through democratic processes, in some co-ops the work of 
management is rotated among members, while in others there is a distinct managerial structure 
with professionally and technically trained managers.  

 These variations in institutional forms reflect adaptations to the practical complexities of 
realizing the principles of worker ownership and democratic governance under different 
conditions. The optimal organization for a small bakery cooperative is different from a large 
industrial cooperative. No one organizational form could function equally well under such 
different conditions of technology, skill and training requirements, scale of production and other 
factors.  

 There is no question that worker-owned cooperatives, in some settings, constitute a viable 
alternative to capitalist firms. It is much less clear how important an element that could bein an 
alternative to capitalism itself. According to the U.S. Federation of Worker Cooperatives, in the 
United States today there are probably only about 300 democratic workplaces with a total 
employment of only about 3,500 people generating around $400 million in annual revenues.78 
This is a miniscule part of the American economy. Skeptics of cooperatives argue that this 
reflects the fact that in a competitive market economy, worker-owned cooperatives can only 
effectively survive in small niches in which there is a relatively homogeneous workforce in 
stable markets with low capital requirements. Once a cooperative increases in size, complexity 
and, above all, worker-heterogeneity, democratic decision-making simply becomes too 
cumbersome and conflictual to allow for effective business practices. In short, cooperatives are a 
marginal part of a capitalist economy because they are less efficient than capitalist firms.79  

 Defenders of cooperatives counter that this marginalization of cooperatives in 
contemporary capitalism reflects the lack of a supportive social and economic infrastructure for 
cooperative activity in capitalist economies, particularly the deep imperfections in credit markets 
which make it difficult for cooperatives to acquire adequate capitalization. Cooperatives 
characteristically face significant credit constraints because worker-owners lack the collateral of 
established capitalist firms and are thus seen as higher risk by banks. It may be true that in 
certain respects the governance structures of a democratically run firms are more cumbersome 
than that of hierarchical, bureaucratically organized capitalist firms, but it is also the case that 
there are other ways in which cooperatives are potentially more efficient and productive than 
capitalist firms: the collaborative processes within a cooperative can enhance its problem-solving 
capacities; the commitment of its worker-owners to the success of the enterprise can increase 
their willingness to work diligently and productively; the closer alignment of interests of workers 
and managers can reduce the “transaction costs” of monitoring work effort.80 How these 
                                                 
78 http://www.usworker.coop/aboutworkercoops. These figures are reported as conservative estimates since, 
according to the US Federation on Workers Cooperatives, “we lack comprehensive data on the nature and scope of 
worker cooperatives in the U.S.” Still, even if this estimate was doubled, democratic firms would remain a tiny 
proportion of the American economy. 
79 For an excellent treatment of the problems faced by worker-owned cooperatives within the framework of 
“transaction cost” analysis and neoclassical economics, see Henry Hansmann, The Ownership of Enterprise, 
(Harvard University Press, 1996).  
80 For the view that worker-owned firms reduce transaction costs by more closely aligning the interests of workers 
and managers and are thus in this respect more efficient than capitalist firms, see Samuel Bowles and Herbert Gintis, 
Recasting Egalitarianism (London: Verso, 1998). 
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opposing forces play out, defenders of cooperatives would argue, will be highly dependent upon 
both the details of how cooperative firms are organized and on the socioeconomic contexts in 
which they operate. In any case, the empirical reality of the limited presence of cooperative firms 
in capitalist economies is not evidence of their inherent inefficiency relative to capitalist firms, 
but only of their lower profitability under these unfavorable socio-economic conditions. 

 It is, of course, very difficult to adjudicate between these contending diagnoses, and it is 
beyond the scope of the present analysis to provide a thorough review of the empirical research 
on cooperatives and their dilemmas. What we can do is look at what is generally regarded as the 
world’s most successful group of worker-owned cooperatives, Mondragón in the Basque region 
of Spain. Examining the factors that have contributed to its success and some of the dilemmas it 
faces may help clarify the real utopian potentials of cooperatives as a pathway to social 
empowerment. 

Mondragón 
What has come to be known as the Mondragón cooperatives began as a single cooperative firm, 
Ulgor, in the Basque city of Mondragón in 1956, producing paraffin heaters and gas stoves with 
24 workers.81 In the years that followed, under the direction and inspiration of a Spanish priest, 
José María Arizmendiarrieta, a series of new cooperatives were created. Crucially, in 1959, 
Arizmendiarrieta helped found a cooperative bank, the Caja Laboral Popular, which functioned 
both as a savings bank and credit union for its members, but also as a coordinating institution for 
the producer cooperatives in the area. The Caja Laboral Popular was formally linked to all of 
the other cooperatives and supported them by providing critical investment funds and other 
services. As this complex of cooperatives grew they created additional cooperative organizations 
to provide a range of services and support on such things as legal matters and accounting for the 
producing cooperatives, research and development, insurance and social security, and training 
and educational services. Various governance structures were elaborated in tandem with the 
expansion of this network of cooperative institutions. Some of the governance structures were 
rooted in the geographical proximity of specific cooperatives within particular valleys in the 
Basque region, and others concerned cooperative institutions such as the Caja Laboral.  

 In 1991 the overall institutional matrix was reconfigured into what is now known as the 
Mondragón Cooperative Corporation (MCC). This reorganization was an attempt at creating a 
more efficient system of governance and coordination that would enable the complex of 
cooperatives to compete more effectively in markets outside of the Basque region itself. Now, 
instead of the governance structure being mainly based on geographical proximity it is based on 
functional specialization organized into three primary sectoral groups – industrial, distribution, 
and financial. Individual cooperative enterprises, the units that are directly owned by the worker-
members, constitute the most fundamental level of this organizational structure. They retain what 
the members of the MCC refer to as “sovereign power”. These individual cooperatives are then 
represented at more comprehensive levels of organization of the MCC as a whole. 
                                                 
81 This account of the development of Mondragon comes from personal interviews with Mondragón officials and 
from a number of published sources: George Cheney, Values at Work: employee participation meets market 
pressures at Mondragón (Ithica: ILR Press, 1999); the official website of Mondragon, 
http://www.mcc.es/ing/index.asp; and Baleren Bakaikoa, Anjel Errasti and Agurtzane Begiristain, “Governance Of 
The Mondragon Corporacion Cooperativa” Annals of Public and Cooperative Economics 75:1 2004 pp. 61–87. 
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 The individual cooperatives within the MCC contribute a portion of their profits to various 
collective functions of the MCC as a whole. In particular they contribute to a kind of solidarity 
investment fund which enables the MCC to provide some redistribution from those firms with 
the highest rates of profit to firms that are having difficulties. The network of cooperatives also 
provides mechanisms through which workers from one cooperative can be temporarily 
transferred to another to smooth out variations in production needs especially during economic 
downturns. While individual cooperatives can in principle go bankrupt, this has never happened 
because of these solidaristic processes within the Mondragón network of cooperatives. This is 
the sense in which the Mondragón Cooperative Corporation constitutes an emergent form of a 
cooperative market economy rather than simply a cooperative firm within a capitalist market 
economy. The MCC constitutes a social infrastructure for the reproduction and expansion of 
cooperative ownership which partially insulates each cooperative firm from the full force of the 
competitive, profit-maximizing pressures of capitalist markets.82  

 The details of the governance structure of the MCC as a whole are quite complex. The 
critical points are these: 

• The individual cooperatives are internally governed by democratic procedures, although 
mostly this takes the form of democratic elections to various kinds of councils and boards 
rather than a direct democracy of worker assemblies.  

• Within the individual cooperatives there are two governance structures, one referred to as 
the socio-political structure and the other as the techno-structure. The former involves 
direct democratic election by worker-owners. The techno-structure, which is basically 
responsible for the managerial and technical functions of the cooperative, is formally 
under the control of the socio-political structure. In practice the techno-structure has quite 
a bit of autonomy. Some critics of Mondragón argue that in many cooperatives the 
techno-structure effectively dominates the governance procedures and operates only 
under very thin constraints of democratic accountability. 

• There are also periodic General Assemblies of worker-members within individual 
cooperatives. The General Assembly is formally the sovereign body of the cooperative. It 
is responsible for appointing the managing director and, in principle, has the power to 
determine the broad strategies of the cooperative. The General Assemblies are required to 
meet on an annual basis, but they can also be convened on an ad hoc basis to deal with 
specific policy issues that concern basic strategies of the cooperative. Attendance varies a 
lot across cooperatives, but is generally relatively modest.  

• The individual cooperatives choose representatives to sit on various councils and 
standing committees of higher organizational levels of the MCC. These governing bodies 
of the MCC both coordinate activities across individual cooperatives, encouraging 
synergies of various sorts, and formulate long term strategic plans for Mondragón as a 
whole.   

                                                 
82 As described in chapter 5, a cooperative market economy combines the pathways to social empowerment of the 
social economy with social capitalism. It is a form of social capitalism insofar as social power controls economic 
power in the production of goods and services; it is a form of social economy insofar as the voluntary association of 
cooperatives involves the direct production of collective goods needed for the flourishing of cooperation. 



Chapter 7. Real Utopias II: social empowerment and the economy 
 
 

171

• The individual cooperatives are voluntary members of the MCC conglomerate structure 
and retain the right to withdraw if they want to. In 2008 two quite profitable cooperatives 
left the MCC, much to the dismay of the MCC as a whole.83 The ostensible reason was 
disagreement on the direction of the MCC, but many people at Mondragón believe that 
the exit was mainly based on economic self-interest, not wanting to participate in the 
redistributive practices of the MCC.  

Taken together, this governance structure constitutes a mixture of representative democracy and 
direct democracy within a confederation of sovereign organizational units. It is, as one would 
predict, fraught with contradictions and tensions: between democratic accountability from below 
and managerial autonomy; between decentralized decision-making and more centralized 
coordination; between solidaristic principles across cooperatives and economic interests of 
individual cooperatives; between a commitment to wider social solidarity with the welfare of 
surrounding communities and the corporate welfare of inside members of cooperatives. Left 
critics of Mondragón argue that within each of these antinomies, the MCC looks more and more 
like an ordinary capitalist corporation. Defenders of the MCC argue that in spite of these 
tensions, the worker-owners of the cooperatives retain meaningful democratic control over the 
broad strategies of the individual firms and the larger corporation, and in this respect function 
very differently from capitalist corporations. 

 The concerns about the long-term trajectory of development of the cooperatives within 
the MCC have intensified in recent years. Since the mid-1990s, the MCC has adopted an 
aggressive strategy of expansion beyond its historical home in the Basque country. This has, 
above all, taken the form of buying up capitalist firms and turning them into subsidiaries of the 
cooperatives within the corporation. The most striking example is the massive expansion of the 
Mondragón grocery chain, Eroski, through the purchase of other large grocery chains in Spain. 
By 2008 Eroski had become the largest chain of grocery stores in the country. Other MCC 
cooperatives have purchased capitalist firms in other countries. For example, the Fagor 
cooperative that manufactures high quality dishwashers and refrigerators purchased a kitchen 
furniture firm in France, hoping that synergies between these two lines of production would 
improve its market position. Fagor Elian, a cooperative that manufactures various kinds of auto-
parts, created a new wholly-owned parts subsidiary in Brazil, to manufacture parts for 
Volkswagen in Brazil. The director of the MCC explained to me that although this Fagor 
Brazilian plant loses money, the Volkswagen Corporation insisted that Fagor Elian provide parts 
to its Brazilian operation if it wanted to continue to supply parts to Volkswagen in the EU. 
Setting up a Brazilian operation was therefore a defensive move to protect the standing of the 
Fagor Elian cooperative in the Basque country as a parts supplier.  

                                                 
83 The two cooperatives which quit Mondragón were Irizar and Ampo. In the early 1990s both of these cooperatives 
had encountered severe economic difficulties and were close to bankruptcy but were rescued through the economic 
solidarity of the MCC. This was underwritten especially by the strong economic performance of Fagor at the time. 
Now Fagor is in economic trouble, perhaps even in a crisis, and had expected to receive support from enterprises 
that are going well, like Irizar and Ampo. The leadership of the cooperatives that left MCC argue that they left 
because of disagreements over the management model, particularly over the issue of the need for a new generation 
of directors, but people in Mondragón with whom I discussed the issues believe that they left because it was 
economically advantageous to do so, thus violating the core principles of economic solidarity in the MCC.  
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 The leadership of MCC believes that, given market pressures linked to globalization, this 
strategy of national and global expansion is necessary for the survival of the Mondragón 
cooperatives in the 21st century. Whether or not this diagnosis is correct is a matter of 
considerable controversy, but in any case the result of this expansion is to intensify the capitalist 
dimension of the Mondragón economic hybrid. In 2007 of the roughly 100,000 workers in the 
various cooperative firms of the MCC, somewhat less than 40% were owner-members of the 
cooperatives. The rest were ordinary employees. Some of these were temporary employees 
directly working within the cooperatives in the Basque region who had some prospect of 
eventually becoming owner-members of the cooperative84. But the vast majority of these 
workers were employees of the subsidiaries of the MCC cooperatives. In effect, therefore, the 
owner-members of the cooperatives within the MCC have become, collectively, capitalist 
employers of the workers within the subsidiary firms. This global configuration of economic and 
class relations within the conglomerate structure of the Mondragón cooperatives is in deep 
tension with its cooperativist principles.  

 The future of Mondragón as an embryonic model of a cooperative market economy will 
depend, in significant ways, on how the cooperatives handle this global melding of capitalist and 
cooperativist principles. There are a number of possible solutions. The first would be to create a 
mechanism through which a substantial numbers of these new employees could themselves 
become full owner-members within the parent Mondragón cooperative. In my discussions in 
Mondragon, no one felt this would be a broadly feasible strategy, given that the effective 
functioning of a cooperative depends heavily on trust and solidarity. Even in the case of 
subsidiaries within Spain such expansion of cooperative members is a challenge. After 
considerable debate, the Eroski cooperative that now has grocery stores throughout Spain, has 
decided to allow its employees in stores outside of the Basque region to become worker-owners. 
This was a difficult and contentious decision because of serious concerns that the character and 
democratic potential of the vastly enlarged cooperative would dramatically change because of 
the dilution of solidarity resulting from the inclusion of so many worker-members outside of the 
Basque region. The problem of incorporating workers living in Brazil working in the Fagor 
subsidiaries in the governance structure of a Basque cooperative like Fagor Elian would be even 
greater.  

 Another solution would be to create mechanisms to turn foreign subsidiary firms into 
separate self-managed cooperatives owned and governed by the workers within them. These 
newly cooperativized firms would then form some kind of long-term strategic alliance with the 
parent cooperative. This has been done successfully, on occasion, within the Basque region 
itself. Mondragón cooperatives have sometimes purchased failing capitalist firms within the 
region, restructured them, and then helped the workers within the firm gradually turn the 
subsidiary into a separate cooperative. This has always been a difficult and protracted process, 
however, and at least in the conditions faced by the MCC cooperatives in 2008, no one I spoke 

                                                 
84 Traditionally between 10% and 20% of the workers in a Mondragón cooperative were non-member employees. In 
the past the expectation was that most of these employees would have the opportunity to eventually become 
members of the cooperative after a probationary period of one or two temporary employment contracts. In more 
recent years, however, the rate at which temporary employees become permanent members of cooperatives has 
declined.  The employment structure within the cooperatives, therefore, has more of a dualistic character than in the 
past. 
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with felt that such a process of “cooperativization” was likely to be feasible for foreign 
subsidiaries of MCC.85   

 A final solution would be to actively encourage the formation of strong unions and other 
forms of worker empowerment within the subsidiary firms, including such things as the works 
councils and worker co-determination. This solution recognizes the deeply hybrid quality of a 
global cooperative firm under capitalist market conditions and the difficulty of pushing this 
hybrid in the direction of greater social empowerment through a simple, unitary organizational 
form. The globalization of cooperative firms could still contribute to expanding the potential for 
social power if the parent cooperatives facilitate empowering workers within their capitalist 
subsidiaries through various mechanisms of social capitalism. At least so far, Mondragón has not 
pursued this strategy either, adopting a rather hostile attitude to unions within its subsidiaries. 
For the time being, therefore, the foreign subsidiaries of the MCC are run pretty much like 
conventional capitalist firms. 

TWO MODELS OF COMPREHENSIVE SYSTEM ALTERNATIVES 
All of the examples of social empowerment over the economy which we have explored focus on 
partial aspects of the overall relationship between social power and the economy. Taken together 
they might constitute a system-level transformation, but each example on its own only 
constitutes movements along a particular pathway of social empowerment. This is in keeping 
with the general framework for envisioning real utopias proposed earlier: rather than attempting 
to specify the design for the final destination, the strategy is to examine specific mechanisms 
which move in the right direction. 

This is not the only way to approach the problem of moving beyond capitalism. Much of 
the 20th century was dominated by a model of a comprehensive system alternative to capitalism: 
statist socialism with central planning. Few people give much credibility to that model any 
longer. Here we will look at two alternative system-designs that are responses to the inadequacy 
of centrally-planned statist socialism. The first sees the absence of markets as the pivotal 
problem with centrally-planned socialism, and thus proposes a model of market socialism as the 
alternative. The second sees bureaucratic centralism of planning as the core problem, and thus 
proposes a decentralized form of democratic participatory planning as the alternative. I think 
both of these models contain suggestive elements relevant to building a socialism of social 
empowerment, but neither constitutes a satisfactory stand-alone model of an alternative to 
capitalism. 

Market Socialism 
John Roemer has proposed a theoretical model of market socialism that attempts to eliminate 
capitalist class relations while retaining almost intact market mechanisms of economic 
coordination.86 By socialism Roemer means a society within which capitalist exploitation has 
                                                 
85 An additional problem, revealed in my interviews with Mondragón members, was a high level of distrust and 
prejudice about the Brazilian workers in these subsidiaries. Several people remarked that they were pretty unreliable 
and lazy and lacked the motivations needed to run a successful cooperative. 
86 John Roemer, A Future for Socialism (Cambridge: Harvard University Press, 1994) and Equal Shares: making 
market socialism work.  (London: Verso, 1996). 
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been eliminated and ownership of the means of production is held equally by all citizens. His 
central idea for socialism is thus different from the one I have proposed: whereas I define 
socialism in terms of the broad democratic control over the economy, Roemer defines it in terms 
of equal ownership of means of production. Nevertheless, his arguments are of relevance to the 
present discussion for two reasons. First, the equal ownership principle, if it were achieved, 
would be a significant advance in social justice as defined in chapter 2. Second, while equal 
ownership is not itself a democratic principle since it does not mandate any process of 
democratic control over the economy, nevertheless by eliminating concentrations of private 
economic power it considerably enlarges the space of such democratic control in the political 
sphere.  Roemer’s proposal, therefore, represents a quite different approach to the problem of 
democratizing the economy: rather than directly designing institutional mechanisms for 
enhanced social empowerment he proposes a mechanism for undermining the exercise of 
concentrated economic power, and thereby removing a critical impediment to the functioning of 
democracy.  

In contrast to the traditional statist model of socialism, Roemer proposes a mechanism for 
distributing ownership equally which relies on a stock market and decentralized decision making 
rather than centralized bureaucratic administration. While his investigation is purely theoretical 
in the sense that no economy has ever been organized even partially in the way he proposes, it 
nevertheless attempts to specify the institutional design in a way that is attentive to our 
understanding of how various mechanisms work in actual market economies. 

The institutional design 

Imagine an economy with two kinds of money that we will call “dollars” and “coupons.” Dollars 
are used to purchase commodities, whether for purposes of consumption or production. Coupons 
are used in only one kind of market: the market for ownership shares of corporations. Shares are 
therefore denominated in coupons rather than dollars. Dollars cannot be used to buy shares, and 
dollars and coupons cannot be legally traded. Coupons also cannot be given as gifts (this is, in 
effect, selling them at zero price in dollars) or inherited. Everyone, upon becoming an adult, is 
given an amount of coupons equal to his or her per capita portion of the total coupon-value of the 
shares in the economy. With these coupons, people purchase shares in corporations, either by 
investing directly in the stock market or by delegating some intermediary – call it a coupon 
mutual fund – to manage their coupon investments on their behalf. The ownership of shares, 
then, gives people the usual rights of share owning in a capitalist economy – a right to a flow 
dividends (which are in dollars and thus can be used to purchase consumption goods) and a right 
to vote for the board of directors and perhaps other corporate policies. At death, all of one’s 
coupons revert to the common pool, to be redistributed to the next generation. There is, again, no 
inheritance of coupons.  

In only one circumstance can coupons be exchanged for dollars: Corporations, when they 
issue new shares and sell them on the stock market for coupons, take the coupons they acquire to 
the government run Central Bank and exchange these coupons for dollars, thus acquiring the 
ordinary commodity-buying money they need for new capital investments. The Central Bank 
determines the exchange rate between coupons and dollars. This becomes a pivotal policy tool 
for economic planning: if for public policy reasons, there was a desire to encourage investments 
in some sectors over others, the rates of conversion of coupons for investment dollars could be 
higher in the preferred sectors. 
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Most people, being risk-averse, will invest in mutual funds with relatively balanced 
portfolios, but some will invest directly in the stock market. Over the course of a lifetime, 
therefore, some people will become relatively coupon-rich and others coupon-poor. 
Nevertheless, inequalities in coupon wealth will be fairly muted because no intergenerational 
transfers are allowed, and because the dollar-poor cannot act on the temptation to liquidate their 
coupon holdings for cash. The proposal thus differs significantly from the share distribution 
schemes adopted in the 1990s to privatize former state socialist economies, in which there were 
no constraints on the right of people to sell their shares for cash, and, as a result very quickly 
most people ended up with no shares and some with high concentrations.  

The state plays a central role in this model, even though the state does not itself own the 
means of production. The state is necessary to enforce the “missing market” (i.e. to prevent the 
exchange of coupons for dollars), to organize the continual redistribution of coupons to each new 
generation, and to govern the conversion rate of corporate-owned coupons for dollars through the 
central bank. These interventions are essential to reproducing the egalitarian quality of the model 
and allocating capital efficiently, but they all involve articulating state activity to market 
mechanisms rather than supplanting markets by the state.  

A full elaboration of a model of coupon-based market socialism would require a range of 
additional institutional details. For example, there needs to be some mechanism for dealing with 
small shops and firms that would remain privately owned, and some mechanism for converting 
private venture capital start-up firms into coupon-share public corporations. There would also 
need to be an elaboration of how the banking system would work, since people with high labor 
market earnings would presumably save part of their income in banks and banks would make 
loans to firms. The banking system thus could become a backdoor mechanism for unequal claims 
on corporate profits via interest rates on loans linked to savings assets. Roemer’s model also 
contains no specification for how the mutual funds that are at the heart of the process – since 
most people would invest their coupons in such funds rather than directly in firms – would be 
run and controlled. The fund managers could become a kind of crypto-capitalist class, 
controlling vast amounts of capital and effectively reconstituting the influence of concentrated 
economic power. Obviously if a coupon-based form of market socialism were ever to be 
instituted in practice, such details would be important, and conceivably the viability of the 
institutional design for advancing democratic egalitarian ideals might hinge on how well these 
practical considerations were dealt with. For our present purposes, however, we will bracket 
these complexities and examine the rationale of the central institutional device. 

Rationale 

Market socialism as modeled by Roemer has two fundamental rationales. First, coupon-based 
market socialism directly eliminates one of the central sources of inequality in capitalism 
because inequalities in incomes derived from inequalities in investments would be greatly 
attenuated.87 Even if this left unaltered inequalities in labor market earnings, there would no 
longer be a strong tendency for inequalities in labor market earnings to be accentuated by 

                                                 
87 In a Marxian framework this also implies the elimination of most forms of capitalist exploitation, since capitalist 
exploitation rests on the exclusion of direct producers from ownership of the means of production. 
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inequalities in unearned income derived from investments out of high earnings. However, a 
radically egalitarian distribution of capital wealth probably would also have an indirect impact 
on the inequalities linked to labor markets as well. While there is much debate on the 
determinants of inequality in labor market earnings, there is considerable evidence that this is 
significantly shaped by power relations, not simply by the spontaneous forces of competition 
over skills in the market. One of the reasons that labor market inequality rose so dramatically in 
the US in the last quarter of the 20th century was that the decline in unions and the weakening of 
other mechanisms of labor market regulation (especially the minimum wage) undermined 
constraints on corporations pushing down wages and increasing the salaries of executives. If 
capital ownership was equally distributed in the entire population, the social forces arrayed 
against unions and other mechanisms of egalitarian labor market regulation are likely to be 
weakened. The equalization of capital ownership would not in and of itself change the 
distribution of labor market earnings, but dynamically it seems likely that inequalities in labor 
markets would be significantly reduced as well. 

The second principal rationale for coupon-based market socialism centers on democracy. By 
eliminating high concentrations of wealth, market socialism enhances democratic equality in 
three ways. First, and most obviously, high concentrations of capitalist wealth constitute a 
resource that can be deployed politically. The potential for social empowerment over the state 
and the economy is enhanced when concentrations of economic power are eliminated. Second, 
and perhaps less obviously, dispersing share ownership so widely in the general population 
should make it much easier to balance priorities that people have as equal citizens in a polity 
with priorities they have as relatively equal owners of means of production. In a conventional 
capitalist economy, democratic decision-making is highly constrained by the problems of capital 
flight and disinvestment when public policy measures have adverse effects on specific private 
capitalist interests. If ownership is fully and sustainably dispersed among workers and citizens, 
and if the mutual funds in which most people place their coupons are themselves democratically 
controlled by their members, then the threat of disinvestment and capital flight would greatly 
reduced. Market socialism would not completely eliminate economic constraints on democracy, 
at least not if competition on a global scale remains a feature of market economies. But it would 
reduce the pressures, because there would be such a close correspondence between the 
distribution of political votes over public decisions and “ownership” votes over investment 
decisions. Third, for an important range of public policies designed to reduce “public bads” (the 
opposite of “public goods”) like pollution, in existing capitalist economies concentrations of 
ownership create actors with both a concentrated interest in producing the public bad and a 
concentrated capacity to act on that interest. A coalition of wealthy owners in a polluting 
industry has an interest in and capacity for using their wealth as a political investment to block 
anti-pollution policies, both through lobbying and through contributions to political parties with 
weak commitments to environmental protection. Coupon market socialism, therefore, should 
increase democratic capacity to reduce these kinds of public bads.  

Roemer’s institutional design can be considered a variety of “market socialism” – rather 
than simply a peculiar variety of capitalism – for two principal reasons. First, the state has a 
relatively high capacity for planning, albeit planning that works through market mechanisms. 
Democratically determined priorities for directions of economic development would thus have 
much greater play in coupon-based market socialism than in capitalism. Second, the exclusion of 
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direct producers from ownership of the means of production – a central feature of capitalist class 
structures – has been largely overcome. 

Potential problems 

Coupon-based market socialism faces many potential problems. As already noted, the 
institutional design in Roemer’s account is underspecified, particularly with respect to the 
precise structure of power relations over banks and the mutual fund investment process.  Much 
rides on how these institutions would actually work and they could certainly develop in ways 
that would subvert the socialist quality of the system. But even if these problems are adequately 
solved, there are important potential issues concerning unanticipated incentive effects. How will 
risk-taking around innovations be managed? How will principal/agent problems between equal-
owner stockholders and corporate managers be solved, given the extremely high levels of 
diffusion of ownership? To contend with such problems, coupon-based market socialism would 
need to develop an elaborate array of institutional devices for the system to function well, with 
the potential for many unintended consequences, incentive failures, principal/agent problems, 
and so on. To give just one example, as people age they will want to shift their coupon-based 
investments from shares in firms with strong growth potential to firms that pay out high 
dividends. This creates the potential for some firms to become “cash cows,” where people invest 
their coupons in the firm in exchange for such high-dividend payouts that the firms drain their 
assets until the coupon value of the shares drops to zero. In effect, this would amount to an 
indirect device by which people would be able to exchange their coupons for dollars, in violation 
of the basic logic of the model. Preventing this would require complex regulations and 
apparatuses for monitoring firm behavior. The administrative structure of coupon-based market 
socialism may carry many fewer burdens than was required of classical centralized state 
socialism, but nevertheless involves considerable complexity. Because of such complexity it is 
hard to anticipate what the broader ramifications and unintended consequences of these 
arrangements might be.  

Parecon: a non-market participatory democratic economy 
Market socialism, as envisioned by John Roemer, retains most of the features of a market 
economy but attempts to remove its distinctively capitalist character by blocking the private 
accumulation of capital and thus the private exercise of economic power. The idea, then, is that a 
market system without capitalist class relations would advance the egalitarian side of democratic 
egalitarianism by distributing wealth in a sustainably egalitarian manner and it would advance 
the democratic side by largely neutralizing the possibility of economic power undermining the 
democratic control of state power. 

Michael Albert proposes a much more radical break with capitalism by completely 
eliminating both private ownership and market relations. The problem, of course, is how to do 
this without shifting power over economic activities to the state. Albert’s proposal is to 
reorganize economic institutions through a complex array of participatory councils with the 
power to make all decisions concerning the allocation and use of society’s productive resources. 
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Institutional design 

The institutional design of parecon as elaborated by Michael Albert is constructed around five 
core principles: social ownership understood as equal ownership by all citizens; egalitarian 
democratic empowerment based on a principle of participation proportional to effects; jobs 
constructed as “balanced complexes”; remuneration for work according to effort/sacrifice and 
needs; and economic coordination based on comprehensive participatory planning. Briefly, the 
central features of each of these principles are as follows: 

1. Social ownership. Albert endorses a much stronger concept of equal ownership of the means 
of production than does Roemer. In Roemer’s model citizens are given an equal quantity of 
coupons with which to purchase shares in the total corporate assets of the economy, but they 
retain individualized rights to those shares and to the dividends connected to them, and over a 
lifetime some inequality in the value of such shares will emerge. In Albert’s model “each 
workplace [is] owned in equal part by all citizens so that ownership conveys no special rights or 
income advantages…..We would own it equally, so that ownership would have no bearing on the 
distribution of income, wealth, or power.”88 This means that people do not acquire any income 
directly via their connection to specific economic assets, but via some public mechanism of 
distribution. 

2. Egalitarian democratic empowerment. Most visions of democratic equality are rooted in a 
principle of one-person-one-vote. On the surface this seems like a fine embodiment of egalitarian 
principles. Albert argues that this is the case only in special circumstances. The more general 
principle is that people should have decision-making influence proportional to the effects of 
those decisions on their lives. This is a much more complex idea: “the norm for decisions being 
that methods of dispersing information and for arriving and tallying preferences into decisions 
should convey to each party involved, to the extent possible, influence over decisions in 
proportion to the degree he or she will be affected by them.”89 This principle means that for some 
kinds of decisions each individual would have complete control over the decision since the 
decision only affects him or herself, whereas in other types of decisions the influence of a given 
person would be variable. In workplaces this means that some decisions are made by work 
teams, others by departments, and still others by assemblies of the entire workforce. Of course it 
would be impossible to precisely calibrate all decision-making venues this way, but the principle 
would stamp the basic contours of the rights to participate in different democratic arenas.  

3. Job Complexes. In any economy, the great variety of tasks that need to be done gets packaged 
into “jobs.”  Mostly, in capitalism, the bundle of tasks that constitute a job is decided by 
capitalists and managers. The result is a very strong tendency for the division of labor to take the 
form of some jobs being interesting, challenging, and empowering, while others are boring, 
routinized, and disempowered. Albert proposes a radical redesign of jobs in which each worker 

                                                 
88 Michael Albert, Parecon (London: Verso, 2003), p.9. Albert later clarifies this idea of social ownership: “We 
simply remove ownership of the means of production from the economic picture. We can think of this as deciding 
that no one owns the means of production. Or we can think of it as deciding everyone owns a fractional share of 
every single item of means of production equivalent to what every other person owns of that item. Or we can think 
of it as deciding that society owns all of the means of production but that it has no say over any of the means of 
production nor any claim on their output on that account.” (p.90)   
89 Ibid. p.9 (italics added) 
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would work in a “balanced job complex, meaning the combination of tasks and responsibilities 
each worker has would accord them the same empowerment and quality of life benefits as the 
combination every other worker has.”90 In the iconic example, a brain surgeon would thus spend 
part of each day changing bed pans or doing other menial, tedious work in a hospital. In cases 
where workplaces as a whole had, relative to the economy-wide average, high or low levels of 
desirable tasks, then the balance in a job complex would be created through appropriate 
productive activities outside of the workplace. The net result is that there would be little 
difference across people in the quality of life experienced within work.  

4. Remuneration according to effort/sacrifice and to need. Albert defines two distinct principles 
through which people acquire their income, one that is linked to work and one that is not. The 
principle linked to works states that remuneration for work should reflect “how hard we have 
worked, how long we have worked, and how great a sacrifice we have made in our work. We 
shouldn’t get more because we use more productive tools, have more skills, or have greater 
talent, much less should we get more because we have more power or own more property. We 
should get more only by virtue of how much effort we have expended or how much sacrifice we 
have endured in our useful work.” This principle of remuneration is in keeping with the strong 
intuition of many egalitarians that a just system of payment for work rewards “only what we can 
affect and not what is beyond our control.”91 The second remuneration principle provides income 
to people on the basis of special needs that cannot be met through remuneration for effort.92 This 
implies a recognition that the moral issues involved in distributing the income generated in an 
economy cannot be satisfied entirely through fair payment for contributions people make to 
generating that income. 

5. Economic coordination through participatory planning. This is, in many ways, the most 
controversial element in Albert’s proposed institutional design for parecon. It provides the 
mechanisms through which Albert believes markets could be completely eliminated in ways 
which would actually increase aggregate social efficiency. The core of the proposal is the 
creation of a nested structure of worker councils and consumer councils which would be 
responsible for formulating and revising comprehensive plans for production and consumption. 
Here is how Albert initially describes the overall character of this system: “participatory 
planning [is] a system in which worker and consumer councils propose their worker activities 
and consumer preferences in light of true valuations of the full social benefits and costs of their 
choices. The system utilizes cooperative communication of mutually informed preferences via a 
                                                 
90 Ibid. p.10 
91 Ibid. p.10 
92 This second basis for remuneration Albert describes not as a principle of justice, but as a principle of compassion. 
Payment according to need “is not really a candidate for a definition of economic justice….It is one thing for an 
economy to be equitable, fair, and just. It is another thing for an economy to be compassionate. A just economy is 
not the last word in morally desirable economics.” Ibid. p 37. The definition of social justice I offer in chapter 2 
combines Albert’s norm of compassion into the concept of social justice. In effect I argue that it would be unjust to 
deprive people of the resources needed to live a flourishing life if they were unable to obtain these through their own 
efforts. I do not think, however, that a lot rides on whether or not justified compassion is viewed as an aspect of 
social justice or a stand-alone principle. I agree with Albert that “justice” is not the only relevant value for 
evaluating social institutions, and functionally the term “equal access” in my “equal access to the necessary means 
to live a flourishing life” includes both equal access to income-generating work in which effort is the central 
determinant of income, and equal access to a compassionate distribution of income reflecting special needs. 
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variety of simple communicative and organizing principles and means including…indicative 
prices, facilitation boards, and rounds of accommodation to new information…”93  Worker 
councils are organized at every level of productive activity: work teams, units, divisions, whole 
workplaces, and industrial sectors. Consumer councils similarly are organized at every scale: 
families would belong to neighborhood councils, neighborhood councils would belong to 
federations of councils for larger parts of cities, federations would belong to city consumption 
councils, city councils would belong to state or regional councils, and these in turn would belong 
to national consumption councils. “This nested federation of democratic councils would organize 
consumption,” Albert writes, “just as the nested federation of democratic workers councils 
organizes production.” 94 

 How is this supposed to work? The basic idea is that actors within these various workers 
and consumer planning councils make proposals for the work activities they want to perform in 
the coming planning period (specified as a year in Albert’s formulation) and the consumption 
they want to have. These plans are first formulated at the most local arena of the system and then 
reviewed by councils at more encompassing scales of the system and either accepted or rejected 
in light of information from facilitation boards (which provide various kinds of technical 
information, especially “indicative prices” meant to reflect the true social costs of different 
choices given the full array of choices being made throughout the economy).  In the case of 
consumption councils, participatory planning would work like this: 

In participatory planning every actor (individual or council) at every level will propose its 
own activities, and, after receiving information regarding other actors’ proposals, and the 
response of other actors to its proposal, each actor makes a new proposal. 
 Thus, each consumption “actor”, from individuals up to large consumer federations, 
proposes a consumption plan. Individuals make proposals for private goods such as 
clothing, food, toys, etc. Neighborhood councils make proposals that include approved 
requests for private goods as well as the neighborhood’s collective consumption requests 
that might include a new pool or local park. Higher-level councils and federations of 
councils make proposals that include approval requests from member councils as well as 
the federation’s larger collective consumption request…95 

This is an iterated process of plans being proposed, passed onward to the more encompassing 
level, evaluated, and then returned to the proposing council with new information, reevaluated 
and reconfigured, and passed back for new consideration: 

In a first iteration, where consumers propose in part a “wish list” and workers propose 
substantial improvements in their work lives, while some goods may be in excess supply, 
for most goods initial proposals taken together will not equal a feasible plan. As the next 
step, every council receives new information indicating which goods are in excess supply 
or demand and by how much, and how the council’s proposal compares to those of other 
comparable units. Facilitation boards provide new estimates of indicative prices projected 
to equilibrate supply and demand. 

                                                 
93 Ibid. p.12 
94 Ibid. p.93 
95 Ibid. p. 28 



Chapter 7. Real Utopias II: social empowerment and the economy 
 
 

181

 At this point consumers reassess their requests in light of the new prices and most 
often “shift” their requests for goods in excess demand toward goods whose indicative 
prices have fallen because they were in excess supply or at least less in demand than 
others. Consumers’ councils and individuals whose overall requests were higher than 
average would feel obliged to whittle down their requests in hopes of winning approval 
for their proposals. Equity and efficiency emerge simultaneously from this negotiation 
stage.96 

This entire process is aided by a parallel structure of nested “facilitation boards” that provide an 
array of technical services – computer services, simulations, accounting, etc. – to each level of 
the councils: 

…parecon will have various “facilitation boards” or agencies that facilitate information 
exchange and processing for collective consumption proposals and for large-scale 
investment projects, workers requests for changing places of employment, and 
individuals and families seeking to find membership in living units and neighborhoods, 
among other functions.97 

Albert acknowledges that this is a complex process and that the quality of the final plan that 
comes out of the process will depend on the quality of the information that flows through the 
system.  This is partially accomplished through the use of quantitative “indicative prices,” but it 
also requires the assimilation of meaningful qualitative data:  

…since to both assure accuracy and to foster solidarity we need not only set quantitative 
prices but also continually socially reset them in light of changing qualitative information 
about work lives and consumption activity…Not only must a participatory economy 
generate and revise accurate quantitative measures of social costs and benefits in light of 
changing conditions, it must also communicate substantial qualitative information about 
the conditions of other people.98 

Given sufficient iterations and appropriate technical support using powerful computer software, 
Albert believes that this process will converge on a coherent annual plan for both production and 
consumption. If this works as forecast, this plan will take into account the full social costs of 
alternative uses of an economy’s available resources  and align these with the comprehensive 
consumption preferences of equal citizens. 

The problem of viability 

In terms of the general framework of pathways to social empowerment we have been exploring, 
Michael Albert’s model of parecon can be viewed as a vision for moving beyond capitalism that 
relies on a single pathway, the social economy: all production in Albert’s parecon is organized on 
the direct provision for needs on principles of reciprocity and voluntary association. Economic 
power, as I have defined it, is eliminated completely, and with it, the market. And state power 
exercises no direct role in organizing the economy; economic activity is entirely governed by the 

                                                 
96 Ibid. p.131 
97 Ibid. p.127 
98 Ibid. p.126 



Chapter 7. Real Utopias II: social empowerment and the economy 
 
 

182

locally-grounded process of democratic planning through voluntary participation in worker and 
consumer councils. This, then, is model for going beyond capitalism that rejects six of the seven 
pathways we have been exploring. 

 As a statement of the moral vision for an alternative to capitalism, Albert’s five principles 
of institutional design have much in common with the arguments of this book. While he uses a 
somewhat different language for discussing these issues, the deeply egalitarian and democratic 
values that animate the design principles of parecon are close to the normative principles 
underlying the analysis of this book: 

• Social ownership is similar to the way I framed the problem of social ownership as a 
contrast to both state and private ownership in the concept of socialism. 

• Democratic self-management is closely connected to the concept of political justice as 
equal access to the necessary means to control the conditions of one’s life.99  

• Job complexes are a useful way of deepening the radical egalitarian principle of social 
justice as equal access to the necessary means to live a flourishing life, since interesting 
and meaningful work is an important condition for flourishing. 

• Remuneration to effort, when combined with the additional norm of remuneration for 
needs, is very close to the principle of equal access to the material means to live a 
flourishing life. 

• Democratic participatory planning as an ideal is a further expression of democracy as 
equal access to participation in decisions that influence ones life. 

So, at the level of ideals, parecon and socialism-as-social-empowerment are operating in very 
much the same moral universe. Nevertheless, they differ substantially in terms of the framework 
for translating these ideals into a practical institutional structure within which people can live and 
work. In spite of his efforts to give many concrete details to how participatory planning would 
work, Albert’s model is more like a utopian vision that does not take sufficiently seriously 
pragmatic problems of complexity, difficult trade-offs, and unintended consequences, than a 
viable design for a real utopian alternative to capitalism. 

 One way of posing the problem is to ask: How confident can we realistically be, in the 
world in which we live now, that we understand the likely dynamics of an entirely new kind of 
social structure? How certain is our scientific understanding of the key problems that would be 
set in motion in an economic system organized along the lines of parecon? This would include, 
for example: our theory of how people make decisions under different social conditions and 
facing different problems of complexity; how solidarity is formed and fractured under different 
rules of allocation; how information complexity can generate chaotic processes; how preferences 
are formed under different micro- and macro-processes of cooperation and competition; how 
variations in selfish and altruistic dispositions and preferences are both generated and 
reproduced; the problem of generating accurate information in complex contexts of interaction 
                                                 
99 The principle an individuals influence on decisions should be proportional to the effects of those decisions on 
their lives was not an explicit part of my specification of what political justice entails, but I think it is an appropriate 
elaboration of the idea that people should have equal access those decisions which affect their lives. 
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where there can be advantages to distorting information; and many other things. I think we have 
sufficient insights on such questions to believe that it is possible to move along the pathways of 
social empowerment from the existing world; but I do not think we know enough to in fact know 
how a complex economic system organized through decentralized planning councils without any 
markets would actually function, or even whether such a structure would be even minimally 
viable. What we have observed and can study are specific workplaces in which democratic-
participatory principles are rigorously in place and a variety of scattered more macro-settings 
where meaningful forms of participatory councils have operated (as in the participatory budget in 
Porto Alegre). But these limited settings hardly constitute an empirical basis for making 
confident claims about how an entire economic system built on these principles would or could 
function. This, of course, does not imply the converse – that we know enough now to be sure 
parecon as envisioned by Michael Albert is impossible – but admitting that parecon might be 
possible (because of our ignorance on a range of problems) is insufficient grounds to propose a 
transformative project that confidently rejects any role for markets in a democratic egalitarian 
society. Albert never flinches in his absolute certainty that he knows parecon will work well 
enough to constitute an improvement over both capitalism and any possible market socialism. 

This is not to say that Albert fails to acknowledge that in practice the institutions of a 
parecon economy created in the future will only approximate the ideals. He emphasizes that 
there will be mistakes and failures: job complexes will only approximate perfect balance; 
democratic self-management will never be able to perfectly calibrate voting and participation 
rules to the proportionality of effects on the lives of participants; and participatory planning will 
never be able to perfectly reflect all of the social costs and benefits of alternative allocations of 
economic resources. And he embraces, appropriately, a pragmatic experimentalist view of how 
parecon institutions would be instituted and developed: if they don’t work, then they will be 
modified in ways that cannot be anticipated in advance. Nevertheless he insists unequivocally 
that whatever pragmatic limitations parecon might have it will be superior to even the best 
designed form of market socialism, and whatever unexpected direction of its evolution, it will 
not include markets. 

 Albert’s uncompromisingly extreme position against markets in anchored in two 
propositions. The first is the claim that ills associated with capitalism come as much from the 
fact that capitalism is a type of market economy as from the distinctive class relations of 
capitalism. It is for this reason that Albert believes that any form of market socialism, even if it 
completely eliminated capitalist ownership, would be at most a very modest improvement over 
capitalism: “….whatever gains over capitalism have been achieved in attaining market socialism, 
market socialism is still not an economy that by its intrinsic operations promotes solidarity, 
equity, diversity, and participatory self-management while also accomplishing economic 
functions efficiently. Instead all of the intrinsic ills of markets – particularly hierarchical 
workplace divisions, remuneration according to output and bargaining power, distortion of 
personality and motives, and mispricing of goods and services, etc. – persist, while only the 
aggravating presence of private capital is transcended.”100 He therefore sees markets as 
inherently entailing not simply voluntary, decentralized exchange, but also things like hierarchy 
and remuneration according to output and bargaining power, whereas I see those as 

                                                 
100 Ibid. p.79, italics added. 
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consequences of unregulated markets, not markets as such. The second proposition is the claim 
that the presence of even limited markets is destructively corrosive of democratic egalitarian 
values: “Having a little markets in a parecon is a bit like having a little slavery in a democracy, 
though even less tenable. The logic of markets invalidates the logic of participatory planning and 
of the whole parecon, and it is also imperial, once it exists trying to spread as far as wide as it 
can.”101 Albert thus fundamentally rejects the concept of reproducible hybrid forms of economic 
structures that combine opposing logics: the presence of markets within what I have termed a 
socialist hybrid would inevitably destroy the socialist elements.    

 If one accepts these two propositions, then it might make sense to argue for the complete 
abolition of markets and their replacement by decentralized participatory planning even if one 
lacked convincing evidence that a complex economy without any role for markets would in fact 
work very well. I do not, however, think there are good grounds for this absolutist rejection of 
markets. Even if markets are corrosive of egalitarian and democratic values it does not follow 
that it is impossible to impose upon markets forms of social and political regulation that would 
largely neutralize these corrosive effects. Albert insists that we have unequivocal empirical 
evidence that markets as such generate all of these negative effects, but in fact all that we have 
unequivocal empirical evidence for is that markets combined with capitalist class relations 
generate these effects; we don’t know what the effects of markets combined with other forms of 
economic organization would be. Markets can generate inequalities in wages, but after-market 
income taxes can substantially redistribute income. Firms operating within markets may ignore 
negative externalities, but democratic regulatory processes can assess those externalities and 
impose constraints on market decisions, particularly if those regulatory processes are themselves 
organized through associational democracy rather than as command-and-control centralized 
bureaucratic regulation. What is more, in a hypothetical context where concentrations of 
capitalist power have been reduced through progress along the multiple pathways of social 
empowerment, such regulatory processes are likely to be much more effective than in capitalism 
for reasons we have already discussed. Of course such attempts at regulating markets will 
themselves always be imperfect. But so will the attempts at system-wide planning within 
parecon. We cannot know in advance whether the problems generated by such “imperfections” 
would be greater in a pure participatory economy of the sort Albert proposes or in a hybrid form 
within which markets continued to play a meaningful role. 

Once we drop the assumption that markets are like cancer so that if you have a little in the 
mix it will inevitably corrode and destroy social empowerment, then the issue of the optimal 
balance between participatory planning and unplanned market allocations is not one that can be 
decided in advance of the pragmatic learning process of social transformation.  There is certainly 

                                                 
101 Ibid. p.277.  I do not find the analogy between slavery and the market compelling. Slavery is inherently morally 
abhorrent. Markets become abhorrent, if they do, because of their aggregate emergent properties and effects, not 
their molecular character. A bilateral voluntary exchange between equals is not morally objectionable. If there was a 
mechanism that sustained the equality, then the regularization of such exchanges would also not be inherently 
objectionable in the same sense that slavery is. It could be the case that the emergent properties and negative 
externalities of markets in the aggregate are so powerful that no forms of democratic regulation can neutralize them, 
but this is a much more complex argument than is the case for slavery. 

 



Chapter 7. Real Utopias II: social empowerment and the economy 
 
 

185

no a priori reason to suppose that the balance that would be arrived at through a process of 
deliberative democracy would be 100% planning + 0% markets.  

There are at least four reasons why the participants in vigorously democratic participatory 
process rooted in the democratic egalitarian values of parecon might nevertheless opt for a 
significant presence of markets.102 First, participants in a democratic process know that their 
preferences are formed within social interactions and that people today cannot have a fully 
rational grasp of possible preferences tomorrow. They might therefore recognize the virtues of 
having a chaotic unplanned element in the process of creating an economic environment for 
preference formation: a democratically planned participatory economy might be better if it had a 
significant, if still circumscribed, unplanned component – a little “anarchy of production” might 
function more effectively than a more thoroughly planned economic process, even if this meant 
there would be some negative market-effects that would need to be counteracted through 
regulations. 

Second, participants in an economy that is experimenting with various combinations of 
participatory democratic economic forms and market forms might discover that markets provide 
some advantages for certain desirable forms of risk taking. It might be good to have a space for 
risk taking without having to get permission from councils and committees before taking the 
risks, and this less planned form of risk taking might be most easily facilitated by, again, 
allowing space for market activities and market incentives. This does not mean that innovation 
requires markets. But it could still be the case that the optimal level of risk taking with respect to 
innovations may require having a mix of innovation-inducing social processes, and this could 
include allowing individuals and collectivities to take risks without prior permission for the 
specific risk-project through markets. 

Third, the information complexity of the iterated planning process described in Parecon 
might in the end simply overwhelm the planning process. Albert is confident that with 
appropriate computers and software this would not be a problem – and he dismisses people who 
disagree with him on this. Perhaps he is right. But he may be utterly wrong about this. As 
described in Parecon the information process seems hugely burdensome, particularly since it 
includes workers and consumers writing qualitative accounts of their needs and activities, and 
councils absorbing such qualitative information and deploying it in evaluating plans. The sketch 
of the information process provided by Albert is useful in giving a sense of how things could 
take place, but it does not provide a convincing case that this would actually generate coherent 
plans that would converge on a set of quantities and prices for all of the products in a large 
economy. 

Finally, there is the question of how people want to live their lives and whether the amount 
of time spent in meetings, paperwork and computer terminals in a pure parecon system is the 
amount that participants would democratically choose. Of course, if parecon really is an all-or-
nothing proposition – either you have a full-blown participatory economy with no markets, or the 
system will degenerate back to a full-blown market economy – then democratic egalitarians 
might opt for parecon even if they were generally unhappy about the time required for such 
participation. Life involves trade-offs, and this could be worth it if the choice was such a stark 
                                                 
102 I am framing the issue here in terms of the balance between markets and participatory planning, but a similar 
argument could be made concerning the balance between centralized state regulation and participatory planning.  
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one. But if economic social empowerment is not an all-or-nothing proposition, if hybrids are 
possible, then choices can be made over the trade-offs between a participatory economy without 
markets involving more time devoted to the tasks of participatory decision-making and a hybrid 
which would require less time in such tasks. It is impossible to decide what the optimal balance 
is before the people who will live within these institutions have had a chance to experience 
different possibilities and figure things out through a process of pragmatic, democratic 
experimentalism. 

CONCLUSION: AN EXPANSIVE AGENDA OF SOCIAL EMPOWERMENT 
This chapter has touched on only a selected number of proposals of institutional designs that 
would increase social empowerment over the economy.  There are many other empirical 
examples and theoretical ideas which could have been discussed. To just give a sense of the 
wider range of possibilities, here are some of the other forms of social empowerment over the 
economy: 

Community land trusts: These are forms of collective ownership of land – by community groups, 
social movement organization, NGOs, or sometimes government organizations – which take land 
out of the real estate market, place it into a distinctive legal form of property rights called a “land 
trust” which significantly restricts the subsequent transfer of ownership, and then uses the land 
for various kinds of social purposes such as low income housing, nature conservancy, and 
various projects of community development. The idea is that land should be controlled by 
socially rooted collective associations rather than by private individuals or capitalist developers.  

International labor standards campaigns. It is widely recognized that one of the reasons capital 
moves production facilities from the developed world to developing countries is because of 
cheap labor and lower labor standards. One reaction to this by the labor movements in the North 
is to try to erect trade barriers to imports of industrial products produced in low wage countries 
or in other ways to impede the “export” of jobs through outsourcing. But another response is to 
attempt to create international labor standards which would be effectively enforced in the 
developing world. There are a number of difficulties in such endeavors: establishing a set of 
labor standards that are not simply a disguised form of protectionism; creating an effective 
monitoring apparatus that can provide reliable information about compliance, especially given 
the complex subcontracting relations that occur in many sectors; and being able to impose 
meaningful sanctions for noncompliance. As Gay Seidman has forcefully argued, these 
transborder labor standards campaigns are most effective when they involve collaboration 
between social movements in the North and South along with the participation of the state in the 
monitoring and enforcement process.103 

United Students Against Sweatshops. Universities in the United States control the use of the 
name of their university and university logos in commercial products like t-shirts and 
sweatshirts. The United Students Against Sweatshops (USAS) was formed to pressure 
universities to license their logos only to manufacturers who agree to a strict labor standards 

                                                 
103 Gay Seidman, Beyond the Boycott (University of California Press, 2008). See also Cesar Rodriguez-Garavito, 
“Global Governance and Labor Rights: Codes of Conduct and Anti-Sweatshop Struggles in Global Apparel 
Factories in Mexico and Guatemala.” Politics & Society, 2005, Vol. 33 (2) 
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code. 104 To this end, in 2000 the USAS formed a monitoring organization, the Workers’ Rights 
Consortium (WRC), to investigate working conditions in factories that produce apparel with 
University logos on them. There existed at the time a clothing industry-backed monitoring 
organization – which was renamed the Fair Labor Association – which offered universities a 
much weaker set of standards. As the result of a protracted struggle on University campuses, 
including sit-in in administration offices, rallies and demonstrations, many universities ended up 
adopting the stronger standards. More recently, the USAS has tried to increase the effectiveness 
of its anti-sweatshop drive by creating a designated supplier program which lists factories that 
have been positively certified as compliant by the WRC. As of the end of 2008 over forty 
universities have agreed to restrict contracts for university apparel to factories in the designated 
supplier program.  

Forestry conservation certification. Social movements have also been involved in struggles over 
environmental issues in which they use information campaigns, boycotts and other strategies to 
try to get multinational corporations to comply with various kinds of good environmental 
standards. In the early 1990s, one such campaign resulted in the creation of the Forestry 
Stewardship Council (FSC) in an effort at specifying high ecological standards for forestry 
management and establishing a mechanism for certifying that specific forests meet these 
standards. The structure of the FSC embodies many elements of associational democracy. As 
described by Christine Overdevest,  

…the FSC scheme is characterized by a deliberative and democratic governance 
structure. Representatives of traditionally oppositional, formal interest groups make up 
the FSC “balanced,” participatory and deliberative membership-based governance 
structure. The membership currently is composed of 561 members worldwide, with 79 
from the U.S., but voting weight is equally distributed among three chambers—
economic, social, and environmental. The economic chamber is constituted by forestry 
firms, secondary processors and retailers, auditing organizations, and consultants. The 
social chamber includes civil society groups and individuals who represent community 
development, poverty, and human and worker rights organizations, and the 
environmental chamber includes a variety of environmental interests groups ranging from 
activist-oriented organizations like Greenpeace and Friends of the Earth to mainstream 
organizations such as the World Wildlife Fund and the Nature Conservancy. Each 
chamber has one-third of the vote. Because of the variability in the meaning of 
conservation, within each FSC chamber one-half of the voting power has been further 
assigned to “northern hemisphere members” and one-half to the “southern hemisphere 
members,” to “balance” the interests of developed and developing countries.105 

This governance body sets certification standards and oversees the monitoring process of forests. 
This certification of forests, in turn, provides a basis for certifying that wood products from those 
forests were produced in a way consistent with environmental sustainability.  

                                                 
104 http://www.studentsagainstsweatshops.org/ 
105 pp. 179-180 in Christine Overdevest, “Codes of Conduct and Standard Setting in the Forest Sector: Constructing 
Markets for Democracy?” Relations Industrielles / Industrial Relations, 2004, Vol. 59, No 1, pp.172-197 
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 The complexities of this certification and monitoring process are considerable. Not only is it 
necessary to closely monitor forestry practices over a very wide area, it is also necessary to keep 
track of the products derived from these forests to be sure that uncertified products do not mix 
with them on their way through the supply chain. Furthermore, the forestry industry itself has 
created certification programs, typically with lower standards, which often confuses consumers. 
Nevertheless, such campaigns have had modest success in getting some large retailers of lumber 
to carry lumber that has been certified by the Forestry Stewardship Council, and pressure from 
the FSC also appears to have forced the forest industry’s own standard-setting and certification 
organization, the Sustainable Forestry Initiative, to gradually raise its standards.106 These 
campaigns, when they become institutionalized as monitoring organizations rooted in social 
movement associations, constitute a form of social capitalism: social power constrains the 
exercise of economic power over particular aspects of production and distribution. 

The Equal Exchange trade cooperative and the Fair Trade movement. There is a small, but 
growing effort of worker-owned cooperatives in the Global North to become involved in the 
trade of commodities produced by cooperatives in the Global South. The best known example of 
this is the worker-owned coffee cooperative Equal Exchange, founded in Massachusetts in 1986. 
Its central objective is to import coffee (and subsequently tea and chocolate) from the Global 
South that is produced within agricultural cooperatives. In the 1990s Equal Exchange joined with 
other organizations in what had come to be known as the Fair Trade movement. The idea here is 
to create global standards for “fair trade” and a reliable organization for certifying that goods 
have been produced according to those standards. In recent years the integrity of the official fair 
trade certification process has come into question as the fair trade movement has attempted to get 
large retailers like Starbucks and Whole Foods to include fair trade products. This has lead, some 
people argue, to a dilution of the certification standards as fair trade certification has been 
extended to commodities grown on large farms and plantations so long as they met certain 
minimal conditions. For this reason some coffee cooperatives, such as Just Coffee in Madison, 
Wisconsin, have pulled out of the fair trade certification organization and are attempting to 
create more direct connections between coffee cooperatives in the global south and roasters and 
retailers in the global north.107 

This array of institutional proposals for moving along the pathways of social empowerment 
constitutes a rich, diverse menu of possibilities. Some of the institutional designs we have 
explored can be constructed by a few people single-mindedly working together. This is the case 
for many worker-owned cooperatives, including those which have a transformative mission. 
Others require the concentrated effort of social movements and collective associations, as in 
some of the social capitalism proposals we have examined. And still others can only happen with 
strong involvement of the state, as is the case for basic income.  While individually each 
proposal can be seen as contributing to expanding and deepening social empowerment, the real 
progress in shifting the power configuration of the economic hybrid will come from the 
                                                 
106 See Overdevest, ibid. 
107 Information about Just Coffee can be found on its website: http://justcoffee.coop/. For a through study of fair 
trade coffee, see Daniel Jaffee, Brewing Justice: Fair Trade Coffee, Sustainability, and Survival (Berkeley: 
University of California Press, 2007) 
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interactions and synergies among these: basic income can facilitate the formation of cooperatives 
and social economy enterprises; various forms of social capitalism can contribute to expanding 
the cooperative market economy; and all of these can increase the political will for new forms of 
participatory socialism.  

 The prospects for such synergies, however, depend upon the possibilities for transformative 
struggles. And to understand those possibilities, we need a theory of transformation. This is the 
subject of the next four chapters. 
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