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Abstract

Are democracy and socialism compatible? Does democratic socialism work? And
what is its relation to the law? This paper shows that democratic socialism, by
whatever name, is the dominant political model in wealthy democracies, popular
among voters, and the chief driver of human progress. It explains how democratic
socialism was built through the understanding of capitalism’s failures, especially the
shape-shifting legal forms of ‘private’ property in the means of production,
‘freedom’ of contract, and ‘competitive’ corporations. It identifies the three core
features of 21% century democratic socialism: more public and common ownership,
economic democracy on a floor of social rights, and fair taxes. These policies have
been spreading, are the prevailing practice in most wealthy countries, and are highly
popular among voters. It is a myth that the rules of capitalism lead to more
innovation, productivity, less waste, or are good for democracy. The evidence
suggests the reverse is true. Democratic socialism is humanity’s greatest hope.
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1. Introduction

Fulfilling everyone’s God-given potential is the true goal of government, something
we can achieve in our lifetimes if we choose, and if we stop believing evidence-free
theories of humanity. A “society which is socialist cannot also be democratic, in the
sense of guaranteeing individual freedom’,! wrote Milton Friedman in 1962, soon to
be president of the American Economic Association. There was ‘no example’, he went
on, ‘of a society that had been marked by a large measure of political freedom, and that
has not also used something comparable to a free market to organize the bulk of
economic activity’. Even if this were true in 1962, in most wealthy democracies today
public sectors ‘organise’, produce or spend around half or more of their gross domestic
product.? In most wealthy democracies, over half the population either works in the
public sector, has a publicly funded retirement or income, or is in public education.®
And aside from this, the ‘bulk of economic activity’ is not organised by anything
‘comparable’ to Friedman’s ‘free market’, because most markets are built with social
rights and security: for employees, consumers, tenants and investors. ‘Political
freedom’ in wealthy democracies is greater today than when Friedman wrote, a time
before the US Woting Rights Act of 1965 or the Civil Rights Act of 1964, before much
of the world won liberty from colonialism, and before the Iron Curtain was lifted from
Europe. Hand in hand with political freedom, democratic socialism has advanced so
successfully that liberals, conservatives, nearly everyone, accepts its tenets without
realising - except on the far-right. “‘We are all socialists now’, said Sir William
Harcourt, an international lawyer and UK Chancellor in 1880.* And though today’s
socialism is still incomplete, Harcourt’s aphorism is truer than ever in our democracies.

This paper’s main argument is not only that democracy and socialism are compatible,
but that these are the world’s prime engines of human progress, and the ignition of
change is the law. Democratic socialism is a political vision of human freedom, and it
refuses to put economic and social freedom in second place. It achieves reform through
law, to retune the distortions in inherited legal forms, especially property, contracts,
and corporations. Its claim to success is that people live better, and are wealthier, more
innovative, more equal, and more free, when they have more public services and
common ownership, economic democracy on a floor of social rights, and taxes that are
fair. These are the essential features of democratic socialism, and the institutions that
will be perfected in the 21% century, if we want to live fulfilling lives, and if we want
to make this Earth the paradise that it can be.

Part 2 sets out the goals of democratic socialism, starting with a vision of social justice
where everyone can fulfil their potential, and where our duty as a society is to help.
The movement usually began with criticism of the shape-shifting notion of
‘capitalism’. This meant many things to many people, but at its core are still 19"
century illusions of ‘private property in the means of production’, ‘freedom of
contract’, and ‘free competition’.> The problem was, these phrases concealed reality.
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Nearly all production is cooperative, not private, yet power and profit are not shared
justly. Contracts are usually a product of need, not freedom, and the power to bargain
Is unequal between workers and employers, tenants and landlords, consumers and
business, savers and financiers. Competition is managed, not free, and it is too often
managed by massive corporations, many with monopoly power. Yet these basic
institutions of property, contract, and corporations have been transformed from their
19" century archetypes, through crisis, revolution, and the slow, deliberative remaking
of law. Democracy and socialism meant the infusion of fairness, voice and reason into
the economy, to replace relations of power, subordination and greed. It did not matter
whether political parties called themselves Social Democratic, Labour, Democratic,
Liberal, Green, Progressive, or Conservative if they had the same goals of justice and
human freedom.

Part 3 sets out three core features of 21% century democratic socialism. First,
responding to the many failures of ‘private’ property in the means of production,
democratic socialists build public services to replace the price system. This is
especially so when private property has arbitrary results, warped by power and poverty,
and it commodifies social life or it threatens our natural environment. Second, in
response to the notion of “freedom of contract’, democratic socialists advance more
voice for workers, savers and service-users, over corporate boardrooms that self-
appoint, or are controlled by a financial elite of banks or asset managers. This
democracy builds the structure of economic justice on a floor of social rights and
security, that nobody should fall through. Third, against the concentration of wealth
driven largely through corporate power, they pursue fair taxes, and do not redistribute
wealth to the rich. Common ownership and a sound economic structure should “pre-
distribute’ wealth fairly. But after decades where markets, corporations and taxes have
escalated inequality, government must correct the balance through positive action.
Beyond these three policy fields, democratic socialism’s approach to public, criminal,
international and trade or immigration law is similar to universal human rights norms.
But unlike liberalism, it focuses on socio-economic reasons why political or civil rights
are still unfulfilled.

Part 4 tackles four myths of ‘capitalism’. It is often pretended that capitalism is
innovative, productive, stops waste, or is synonymous with democracy. Reality differs.
First, and far from Joseph Schumpeter’s theory of ‘creative destruction’,® societies with
fair taxes and universal social security have more innovation, because patient public
capital and security give people the space to experiment. A Silicon Valley, for example,
was only possible with government funding of GPS, touch screens, the internet,” and
Californian universities. Second, and far from Friedrich von Hayek’s assertion that a
market is a ‘spontaneous order’ leading to ‘greater productivity’,® societies with more
democracy at work and in the economy are more productive, because fairly treated
people are motivated to contribute more.® Third, Richard Posner lionised free markets,
said markets make justice, and that ‘justice... is - efficiency’ because ‘waste should be

2



regarded as immoral’.1® But the waste of humanity in unemployment, and of nature
through pollution, are inherent to the monopoly capitalism that Posner adores,** where
private companies profit without bearing the social costs. Fourth, the claim of Milton
Friedman that capitalism is democracy is mistaken. The industrialists in the ‘Circle of
Economic Friends’ bankrolled Hitler’s 1933 power-grab with millions of
Deutschmarks. The Pinochet government tortured and disappeared its rivals, at the very
time Friedman supported it. Unlimited spending in US politics, propelled as corporate
lawyers took control of the Supreme Court after 1976,'2 led America to the fascist-lite
abyss that we stare into now.*® ‘Democracy is protected by extending its boundaries’,**
and is safe in politics only when there is democracy in the economy. That is the beating
heart of socialism. Part 5 concludes.

2. Democratic socialism’s nature and goals

Before we examine the core features of 21 century democratic socialism in detail, it
makes sense to understand its nature and goals. Democracy and socialism are political
movements. They move with, and create, history. They change the law, to fix social
failures that people see. First, many of those failures have been grouped into the name
‘capitalism’, and so it is important to understand the basic critiques of capitalism,
which launched democratic socialist theory. Second (among those who got past
critique) democratic socialists offer a vision of justice as fulfilling human potential,
with multiple human rights, but especially social and economic rights. Third, the
important facts of democratic socialism are what is done politically, not definitional
debates. It did not matter what political parties called themselves if they served the
same goals of justice and human freedom.

(1) Theory of capitalism’s failures

Democratic socialism is rooted in a positive theory of social justice, and yet it emerged
from critique of the economic system’s ills, which many called ‘capitalism’. Nearly all
of it is built through law.'® ‘Capital’, according to Adam Smith, is property used to
make revenue,® or property for production.!” However, the term ‘capitalist’ meant
someone who owned capital privately. ‘Capitalism’ became the term - quite distinct
from capital itself - for a system where most enterprise was private, not publicly or
socially owned, there is ‘freedom of contract’ and competition.!® But reality and
ideology were very different.



(a) Property

Private property in the means of production is often seen as central to capitalism, like
a crooked backbone of an unnatural creature. In its 19" century vision, ‘property’ was
argued by German jurist Carl von Savigny to be a relation between persons and
things,*® an attempt to formalise the Roman law view of “private law’ as composed of
persons, property, and obligations.?’ While property rights were supposed to equally
bind the whole world, obligations like contracts were rights between persons, and
voluntarily assumed. The closed list of property, the numerus clausus, was entirely
invented by law, a category most people could not change.?!

But within itself, ‘property’ is not all it pretends. Far from being an abstract right
against a thing, property creates duties between people, just like any contract, tort,
unjust enrichment or legal person.?? The law enforcing people’s claims to say ‘this is
mine’ was a basic source of inequality.?® It creates those who ‘have’ and those who
‘have not’, wealth and poverty. For those who win the ‘lottery of life’,?* born into a
wealthy country, a wealthy family, or both, private property can maintain their wealth,
often without any need to work. Those born with little have only their labour to sell,
and usually must work for others to exist. This creates hierarchy, subordination, and
class. As Mary Wollstonecraft put in 1792:%

‘From the respect paid to property flow, as from a poisoned fountain, most of the
evils and vices which render this world such a dreary scene to the contemplative
mind.... One class presses on another, for all are aiming to procure respect on
account of their property; and property once gained will procure the respect due
only to talents and virtue... There must be more equality established in this
society, or morality will never gain ground...’

The central deceit that democratic socialists identified is that the same word ‘property’
might be used for personal possessions, or for production, which are mutually opposing
things. Food, clothing or shelter are basic human rights that everyone needs to live.?’
The industrial revolution and the formation of unions, plus the green revolution and
modern state administration, moved humanity from a subsistence world of scarce
resources to an abundant world, bounded only by nature itself.? Property for
‘consumption’ became plentiful.?® Nobody needed to live in poverty any more, and
indeed no democracy has ever had a famine.*® Yet a distribution of resources to give
everyone enough does not come from property - far from it. For then there is property
In productive assets, like workshops, mines, factories, or infrastructure. These create
more things, and they entail cooperative work, or buying and selling goods. Moreover
‘trade is social act’,® not a private one. Thus ‘private’ property in the means of
production was really social production, with social trade, yet with privatised profit. It
meant that some held power, and they took from those they relied on, who did not.3?
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‘Property’ has of course been completely transformed from the 19" century. Property
over a human being is no longer possible.® Slavery was the notion of a ‘person’
becoming de-personified, so that the slave may not own ‘property’, and may only make
‘personal’ obligations at their master’s behest.3* However a contract does enable people
to rent out their labour, even if they do not sell themselves. Property is also no longer
the passport to politics, so that people’s votes for a Parliament, Congress, President or
legislature are not bound to how much property they have.®* However votes in
corporations, and so in the economy, are often still tied to property, in shares.® Thus
contracts, and corporations, work as the chief ‘auxiliaries’ to private, productive
property in the ‘capitalist” parts of the economy.*’

(b) Contracts

If property is the backbone, ‘contract is the lifeblood of capitalism’,3 and its infection
begins with the contract of employment. Trade in goods (like pens or chairs) always
involved contracts.3® With any contract that lasts over time, a duty in future meant the
creation of credit and debt.*® And wherever property exists, and is unequally
distributed, some will have more bargaining power. This is true for all contracts, but it
matters especially when people must make an employment contract, without which
they would have no income to live. Employers, who have stocks to fall back on, can
‘hold out’ longer in any negotiation than workers, who need food or shelter.*! This
inequality grows if employers are corporations, and workers bargain as individuals.*?
Inequality grows more still if employers hold information, data, or Artificial
Intelligence systems, not to mention ““armies of lawyers” contriving documents in their
clients’ interests which simply misrepresent the true rights and obligations on both
sides’,*® which enable employers to bargain with power beyond any worker’s means.**

This inequality of bargaining power - from unequal distribution of property,
organisation, and information - produces two standard norms, or ‘implied terms’ in an
employment contract. First, the benefits that labour creates become an employer’s
property, not a worker’s.* Every twist of a spanner, every stroke of a key, belongs to
the employer. A worker might try to bargain for a vote at work, or a share of the profits
(to be like a partner, not just a worker) but will usually be told ‘no’. What is true for
workers also goes for many consumers, whose data big tech companies rely upon.
People who use Gmail or WhatsApp have their data taken for Google and Meta’s
targeted ads. People who post on Facebook, Insta, X, or YouTube, create data that fuels
ads for them, and algorithms to keep others hooked on the platform. Everything anyone
has written, designed or filmed, and put online, goes into OpenAl’s data vaults, to train
their large language models and sell premium ChatGPT, or whatever comes next. The
contract rules that appropriate workers’ labour are also the lifeblood of this
‘surveillance capitalism’ .46



The second norm of employment is that the employer will have a right to direct the
worker.4” With this power the employer may change the work, or make work harder,
within the contract’s terms. It means employers can unilaterally alter the deal, the
‘consideration” in the contract, but the worker usually cannot. These rights to
appropriate and direct the worker mean employers as a group take most gains of
production. In the “higgling of the market’,*® unless workers have ways to constantly
renegotiate, they lose the gains of growth.*® So added together, and far from receiving
the ‘marginal value’ of their product,®® far from wages being set by supply and
demand,>! the worker is separated from ownership of their labour, and separated from
control, even over the benefits of science that they have invented.®? The bosses take it
all, give back as little as they can, and call the difference “profit’. Without positive
rights, workers are alienated from the things they produced, and exploited because they
get a pittance back.

Worse, many workers will be unemployed, especially if contracts are the ‘gateway’ to
work,> and productive property is privately owned. This ‘reserve army of the
unemployed’ benefits employers.>* It increases competition among workers, many
desperate to find jobs, and it leads to lower, stagnant or negative wage growth.> More
could be produced if all of society’s talents were used. Yet employers find the
disciplining effect of unemployment useful.>® Employers may dismiss workers, and by
calibrating dismissals to changes in business,>” employers externalise the risks of
business onto workers, while they pocket the gains. A worker may also terminate a
contract and quit. But the worker’s cost in not transacting (the ‘non-transaction cost’°8)
Is far higher than it is for the employer, and costs rise with the jobless rate. This
exacerbates workers’ unequal bargaining power. The same is just as true for consumers
who need basic goods and services from a business, a tenant who needs shelter owned
by a landlord, or a small investor who needs to save money with a financial institution.
As Friedrich Kessler wrote:>®

‘law, by protecting the unequal distribution of property, does nothing to prevent
freedom of contract from becoming a one-sided privilege [enabling] enterprisers
to legislate by contract... in a substantially authoritarian manner without using
the appearance of authoritarian forms.’

Thus, so called ‘freedom’ of contract becomes a ‘fearsome weapon in the fist of the
strong, a blunted tool in the clutch of the weak’.%° Even with rights to notice before a
fair dismissal, redundancy pay, and jobseeker benefits,% the gains in worker
productivity go wholly, or mainly, to employers. Capital’s share of income increases,
and labour’s share decreases. Poverty is entrenched. Economic growth becomes a
figment of statistics, not a reality for most people.



Of course, workers might organise unions, to bargain collectively and take action for a
fair day’s wage and a fair day’s work. This became a fundamental right in international
law.%2 But even if the law does not expressly restrict unions, suppress unions’ ability to
bargain and organise, or limit workers taking action in solidarity with each other,%
workers’ costs of collective action will usually be higher than they are for a corporate
employer. Without positive state support for sector collective bargaining, or democracy
at work and in capital, and a public guarantee of full employment and jobs, the ‘main
object of labour law... will always be a countervailing force to counteract the inequality
of bargaining power which is inherent” in the law.%* It fights a losing battle.

Employers have financial incentives to raise the costs of workers taking collective
action. Like J.D. Rockefeller, they may find their *best investment’ is to fund theories
to build pro-boss narratives.®® These include the notions that unions impoverish
workers, that rights kill jobs, that taxes decrease revenue, that a public sector harms the
public, or that equal rights breed separation, whatever the evidence says.®® They have
an incentive to divide people, and instil mistrust: between black and white workers,
men and women, straight and gay, parents and childless, citizens and migrants, or any
possible axis. Democratic socialists recognised the essential commonality of
humankind, and need for solidarity, regardless of identity, based on the content of our
character.” But even if, against employers’ desires, discrimination is outlawed at
work,® prejudice is fostered in the media and politics, to shatter solidarity’s ethos
wherever it can, to divide and rule.

Many workers, of course, save for retirement, in a pension, a superannuation fund, or
a “401(k)”.%° When they do, they transform their personal property to productive use.
Often they invest in companies. The sheer volume of workers’ savings in the stock
market, if organised, could ensure that labour could control the economy,
democratically.”® However inequality in wages is usually magnified in the inequality
of share ownership.”* Moreover, small investors in companies rarely have rights, let
alone bargaining power, to influence how their money is used. Even if workers buy
shares directly through “High Street’ banks, ‘Main Street’ brokers, or fintech apps, the
standard contract terms usually say that firms will vote any shares on the customer’s
behalf.”> Most workers invest savings into collective funds, and pension or other
trustees may be accountable to the workers.” Yet trustees’ standard practice is to
delegate investment functions to asset managers and banks, encouraged by the law
which limits their responsibility when they do.” Asset managers routinely also take
over shareholder voting rights. They take percentage fees on assets under management,
so they are focused on short-term profits and price rises. Their voting policies
invariably support managers that cut wages, cut or close pensions, oppose unions, and
raise executive pay and bonuses.” In nearly any company, a tiny number of asset
managers or banks can together control who directors are, what gets reinvested, and
what revenue shareholders take.” The small investor is just as much separated from
control over their money as the worker is from the product of their labour.”” In this
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way, even if workers are told they might be small capitalists too, their own money is
used against them, incorporating their own exploitation.

(c) Corporations and competition

If private property and contract are the bones and infected blood, then the corporation
is the slyly smiling face and artificial body of 21% century capitalism. In 1856, when
Parliament first let corporations be freely registered, with limited liability for
shareholders and directors, it was said they embodied ‘human liberty’,”® part of a
supposed system of free competition. The trouble, as Adam Smith knew, is that
enterprise based on competitive partnerships is a world away from joint-stock
corporations. Smith believed that with a market economy run via partnerships like the
‘butcher, the baker and the brewer’,”® an ‘invisible hand” might lead to a “distribution’
as if ‘the earth had been divided into equal portions among all its inhabitants’.8 In stark
contrast, Smith pointed out that corporate directors were prone to ‘negligence and
profusion’, because they were always in charge of ‘other people’s money’.8! They
profit from their office, not by doing useful work.8? Ever greater combinations of
capital are the opposite of free competition, like a legal cartel.8® The ‘separation of
ownership and control’ that began with workers in the industrial revolution spread to
investors in shares in the corporate revolution,® making corporations hardwired to
favour private greed over the social good, if directors or shareholders monopolise their
governance.

The greatest risk is that directors are unaccountable to anyone, enriching themselves
by their office, not through useful work. In law, directors are delegated agents of a
company, with legal powers to control and represent it.2° This gives boardrooms great
discretion. Under most laws they are entitled to pay themselves.®® When this became
the rule, without pay fixed by the constitution or by a vote of a company’s general
meeting, executive pay skyrocketed.®” Directors usually appoint each other, under the
veneer of ‘independent’ nomination committees, which come from the same board.
Directors are often a majority, or at least partly made up of so called ‘independent’
directors, but these ‘independents’ are chosen by the board. Thus, they are the group of
people most dependent on the board for their jobs, ‘a self-perpetuating oligarchy’ that
is “virtually unaccountable’.8 Worse, whenever companies can issue non-voting or
multiple voting shares, directors may usurp all control, issuing most votes to
themselves. Accumulating other people’s money, they pursue whatever vain or insane
projects they please - witnessed to the extreme in 1920s America, in Weimar
Germany,®® or from the ‘metaverse’, to space, to Al today.

Even where directors are accountable, the second greatest risk is they maximise profits
for shareholders or bondholders, who feel “‘devoid of any responsibility’ for how that
money is made.®® The registered shareholders, far from the real investors, are usually
asset managers and banks. They control votes, and have long done,®! because capital
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has more bargaining power than labour, and asset managers and banks have more
bargaining power than even major pension, insurance or mutual funds. The ultimate
investor has none. By controlling shareholder votes, asset managers and banks can
remove directors.®? They demand perpetual quarterly profits and stock price rises,
driven by percentage fees they charge on assets under management. Because they
nearly always get what they want, they nearly always support management.®® This
creates a focus on short-term gains, not sustainable enterprise.

The paradox is that the workers and real investors, who are often the same - those
whose contributions actually make the corporation - do care about long-term goals like
secure work, a decent retirement, and a living planet, yet they lack real influence. Most
OECD countries do now require that workers elect directors on the board of large
companies, but this is usually just a third of seats.** Several countries ensure that
pension and capital funds are accountable through the vote to the ultimate investors,
including workers saving for retirement.® But few laws make asset managers and
banks follow these representatives’ vote policies, whether on environmental, social or
governance issues.® What is striking is less the ‘varieties’ of capitalism, but today’s
central commonality: that unaccountable asset managers and banks monopolise
corporate governance nearly everywhere, taking other people’s money.®’

Beyond the lack of internal accountability, today’s corporations, far from being part of
Friedman’s ‘competitive capitalism’, also often operate with impunity to the external
world. By the 20" century, most countries had adopted the principle that ‘property
carries responsibility’.®® However corporations may also carry the right of limited
liability for their shareholders and directors - the very opposite. Legislatures may have
intended limited liability to be a default rule, to stop trade creditors suing investors for
more than they put in, and to save entrepreneurs from debt prison, or bankruptcy and
pauperism.® Warned by an ‘Ltd’ suffix on the name of each company,'® trade
creditors could (theoretically) adjust to limited liability by negotiating security for
debts. But in many countries these rules were warped to mean that even tort victims -
workers with crippling diseases,'? or pedestrians run down by cars'® - could bring no
legal action for compensation. In the worst cases of harm, facing armies of corporate
lawyers, courts have failed so far to create any responsibility at all. Gas, oil and coal
corporations that have driven mass climate damage have never yet been made to pay
for the harm from global warming.1%* Even if a company is sued and goes insolvent,
tort creditors would rank behind banks as ‘unsecured’ and be likely to recover nothing.
The law has only rarely allowed tort victims to sue shareholders that profit from their
wrongs.1%® Inevitably others are left to pick up the costs - the victims themselves, or
governments that insure medical care or must rectify environmental damage.

Corporate and personal insolvency is the last vestige of property’s privilege over (and
supposed distinction from) contracts and obligations, though close to being finished by
law reform. The claims of people who contract for a property right (a charge or a
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mortgage) over a company’s assets will rank more highly than those owed obligations
(@ worker owed wages or an accident victim owed compensation) with few
exceptions.1® Secured creditors are mainly banks, because few others have the
bargaining power to negotiate security for debts. But while banks protect themselves,
they offer no such security for their own customers’ deposits. When you put your
money in a bank, you get a contract debt, not property in your savings.'%’ If the bank
goes insolvent, depositors rank behind those with security - mostly other banks.
Governments pick up the cost, insuring people’s deposits,'%® and tacitly guaranteeing
banks’ solvency,'% lest a wider crisis unfolds.

The risk of crises grows as capital concentrates, yet capital owners have good
incentives to combine, compound systemic risk, and not compete in a plural economy.
Winning an economic competition means harming competitors, and this is ‘pure
economic loss’ that does not have to be compensated as other economic torts would.*°
As losing competitors lose market share, some or all will go insolvent.1! Unless their
businesses can be rescued, investors lose their money, workers lose their jobs, and
creditors lose their cash - except for secured banks. Even though many laws were
repurposed to focus on restructuring or a rescue culture,!? the waste of insolvency is
the stone cold heart of ‘competitive capitalism’. To avoid insolvency, corporations will
simply aim to avoid competition, perhaps by making their products distinct, but also
by merging with or taking over competitors. This is good for directors who want to
build an empire. It is also good for institutional shareholders who invest across the
whole stock market, and can profit more if markets are reduced from hundreds, to
dozens, or to several companies.!*® Antitrust laws that focus on banning cartels
encourage mergers.'** And even if there are controls on mergers and monopoly
power,!'® their enforcement is often weak, not least because monopolies will aim to
capture regulators, regulatory theory, and the courts.}'® The result is that huge
corporations redistribute ever more wealth from consumers to themselves.

Despite the tides of bankruptcy, people routinely speculate that businesses will do
better than they do. This ‘“irrational exuberance’ is fuelled whenever law lets corporate
insiders conceal information.'” Speculation on the South Sea Company’s slave trade
in 1719 led to the world’s first stock market crash, at a time where even the Lord
Chancellor took bribes, and took money to speculate on a (barely operating)
business.!!® Speculation on the prospects of all kinds of companies led to the Wall
Street crash in 1929, when millions of working Americans were given no proper
information on what they were buying. Speculation on the value of derivatives, from
Americans struggling to meet their mortgages, led to the Global Financial Crisis of
2007-2008, when controls on homebuyers being sold rip-off deals with variable and
extortionate interest were scrapped. Shocks like these reveal something close to a
‘whole system of swindling and cheating’ and “private production without the control
of private property’.*® Although many profit privately, and handsomely, the costs are
borne socially, in government bailouts, shutdown of economic activity, and
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unemployment that persists till the state replaces private with public investment.*?° The
greater the concentration of wealth, and inequality, the greater the risk, and depth of
depression, all fostered by the corporation.*?! ‘Such is the Frankenstein monster’, wrote
Justice Louis Brandeis, which governments “have created by their corporation laws’.1?2

To follow Justice Brandeis’ analogy, like Dr Frankenstein’s creature,'?® corporations
wired to make boardroom, bank, and asset manager profit will not be content with that.
They go on a spree of destruction. They pollute without paying. They slash wages and
pensions. They hike CEO pay, like ‘inequality machines’.’?* They eliminate
competition, to raise consumer prices ever more. Of course, legislatures can take
companies into public ownership. They can buy the shares of companies at a fair
value,?® especially those with natural or network monopolies. They can re-orient the
goals to the public interest, not private profit, or set fair prices and standards.

But privatised, shareholder monopolised corporations may do everything to halt public
standards. Even if politics is democratic, when the economy is not, there is a perennial
risk. To reverse public regulation, corporate insiders may seek to remake politics to
match the hierarchy they know. In tentative first stages, corporate interests proclaim
that the business executive is the “forgotten man’, and that they should press the case
for the ‘free enterprise system’ in education, the media, and the courts,'?® to be
unbridled from rules. University and think tank research is bankrolled, but selectively.
Newspapers, TV, radio, and social media platforms are bought and their editorial lines
or algorithms are re-purposed to fit the political preferences of the owners. If
appointments are political, hand-picked judges refashion new laws to fit the corporate
ideology. In the final analysis, if election spending is unlimited, like in the Weimar
Republic,*?” or in the US since 1976,*? or in India today, it is thought that ‘[p]rivate
ownership of the means of production [can] be secure only when democracy [is]
destroyed’.1?®

Finally, despite the fiction of real competition, despite the monopolies, game rigging,
or the booms and busts, the ideology of competition still reigns supreme. The people
in the know say, ‘Competition is for losers’, and apply that maxim for the corporations
they run.’3® And yet competition pervades every aspect of life for real people, from
getting an education, to finding a job, to making a home. This acquisitive, rivalrous
ethos leads to ‘the trampling, crushing, elbowing, and treading on each other’s heels,
which form the existing type of social life’.*3! It leads to a “crippling of the social
consciousness of individuals’ and is, wrote Albert Einstein, ‘the worst evil of
capitalism.” 13
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(2) Goals and social justice

If these are the standard theories of capitalism’s failures, democratic socialism also has
a positive goal. Against the ‘crushing’and “crippling’ of individuals, that goal is human
liberation. Albert Einstein’s favourite philosopher was a Dutch glass lens maker called
Baruch Spinoza. Spinoza wrote that while most people pursued money, fame, and
sensual pleasure, none of these things were inherently good or bad. They were all
relative - some can be good, but too much can make you unhappy. Spinoza reasoned
that if there were any true good in life it must not be relative, but objective. He
concluded that trying to be a better person, develop a better content of one’s “character’,
and to ‘lend a helping hand’, was the one ‘true good’.1* It was not a relative good, but
absolute.

This idea, so simple and powerful, came to the heart of progressive philosophy. The
grand leading principle, the duty of all governments, wrote Wilhelm von Humboldt, is
‘human development in its richest diversity.”*** Sidney and Beatrice Webb in Industrial
Democracy concluded the same: the goal of society was ‘the utmost possible
development of faculty in the individual human being’.2% This is what was written into
international law. Instead of accepting that ‘labour is a commaodity’, or that humans are
resources,**® the keystone principle of the International Labour Organisation is that
‘peace can be established only if it is based upon social justice.”**” The ‘real meaning
of social justice’ is that ‘the economic system shall give direct available opportunity...
to all individuals. Averages and statistical aggregates are no longer enough’.**® And
enshrined in the Universal Declaration of Human Rights is this very idea, that it is
society’s duty to help everyone develop their potential: ‘Everyone has duties to the
community in which alone the free and full development of his personality is
possible.” 1%

So social justice is a creative justice. It does not just correct wrongs, or distribute fairly
what is already there - though it certainly does those things.*° It also develops human
potential.**! That is what we owe to each other in a good society, our duty and our due.
It is the central goal of democratic socialists, from the Webbs, to the pioneers of the
International Labour Organisation, to Einstein, to today.

Because social justice is the central goal of a social law, Friedrich von Hayek felt the
need to denounce it as a “mirage’. If economic outcomes appear unjust to you, you are
making a ‘category error’, because (ostensibly) nobody directs markets. Markets are a
‘spontaneous order’, where nobody was responsible, so outcomes could not be
unjust.t#2 All that matters, argued Hayek, is that the rules of the game are just: freedom
of contract, and free competition. But Hayek is wrong because markets are not
‘spontaneous’. All markets are created through social norms, and today primarily by
the laws of contract, property, and corporations. People do direct markets, particularly
the directors of corporations, who are insulated from real accountability to consumers,
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workers, investors or the public. This notion that social justice is a mirage, that the
economy should not be fair, or that international law has been wrong for over a century,
IS what democratic socialists reject.

High level goals of justice need steps to have meaning. Put simply, democratic
socialists highlight the importance of achieving social and economic rights just as much
as, and not less than, civil and political rights.}** The Universal Declaration, and the
International Covenants of 1966 that codified it, are an excellent guide. When it comes
to the economy, these are that everyone, ‘as a member of society, has the right to social
security’, the ‘right to work’, to ‘just and favourable remuneration’, ‘rest and leisure’,
‘health and well-being’, ‘including food, clothing, housing and medical care’,
‘education’, a “cultural life” and ‘to share in scientific advancement and its benefits’.*44
All these rights articulate the basis for achieving a just society, the material needs for
everyone to realise their potential. All these rights are measurable, and are the subject
of detailed targets in the Sustainable Development Goals 2030.

However, governments are often distracted by another goal: growth in *Gross Domestic
Product’. GDP growth can be a measure of improvement, but often it flatly contradicts
social justice and rights, because it measures the value of production through contract
exchanges, including profits, from corporate accounts in a country. Profit from
polluting activity, even a climate crisis, is measured as positive, because if pollution is
not sanctioned, this is not entered on a company’s accounts. Profits from prescribing
sick people drugs that harm them will be measured as positive, because the costs of
addiction and overdose are not entered on a company’s accounts. Profits from guns that
kill people are counted as positive, because school shootings, suicides and domestic
murders are not entered on a company accounts.!* Indeed, GDP frequently must go
down for welfare to go up, if that means fewer transactions occur. For instance, if more
people own their own homes, and stay in the same place, there will be a lower GDP
than if people are forced to rent or move home again, and again. If people organise
cheaper, free, public healthcare outside the price system, abandoning costly profit-
based insurance, this will lower GDP, even as life expectancy increases. If people
organise free social media, running at the cost of production through voluntary funding,
and forgo a multi-billion ad industry competing for every user’s attention, this will
lower GDP, even as everyone’s mental health improves. The same is true for free public
education, transport, food, water or energy.4

Simon Kuznets, who devised the system of GDP accounts, said it was ‘dangerous’ to
‘simplify a complex situation” down to one metric, that measuring national income was
‘subject to this type of illusion and resulting abuse’, and the ‘welfare of a nation can,
therefore, scarcely be inferred from a measurement of national income’.'*” Moreover,
GDP per capita tells us nothing about inequality, or which people truly share in GDP
growth. So, GDP growth does not measure true economic growth, and contradicts law’s
social goals.'*® Fortunately, there are answers. The law could amend the definition of
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GDP, to discount polluting activity, or profit from harm, including by changing the
rules on company accounts.**® Its measure can be adjusted for inequality, and other
metrics may be added. The Inequality-Adjusted Human Development Index goes some
way, composing years in education, life expectancy, and GDP, adjusted by the Gini co-
efficient. However it is necessary to reform GDP, or replace it altogether with real
income, to have any reliable guide to human welfare. This would remove distortions
from corporate profit, and be a better metric of justice, on whether everyone can fulfil
their potential.

(3) What does democratic socialism mean?

If the goal of social justice for democratic socialism is clear, the meaning of these words
does not always seem so. It is easy enough to give definitions. ‘Democracy’ is where,
as Pericles said, ‘the administration is in the hands of the many and not of the few’.1>°
And a ‘democracy is based upon more than one person one vote. It is based on the view
that each person has equal value.”**! This much is fairly clear. Then, in contrast to
private ownership of capitalists, socialism means social ownership of capital, whether
by the public sector, or workers in common, so long as enterprises are democratic.
There are still markets, trade, and plurality in a socialist elements of economy, or an
entirely socialist economy, so long as enterprise is democratic.'® So it is false, as
Friedman wrote, that ‘in a socialist society... all jobs are under the direct control of
political authorities’,*>* because worker cooperatives, or companies financed with
workers’ and public capital, have and need no political control. ‘Democratic socialism’,
then, is simply democracy and socialism in politics and the economy, together.

There is much more we could say, of course, because to most people socialism also
embeds values of equality, solidarity, and justice. These values must be realised in
multiple ways, not just changing who owns and controls production. Yet the key truth,
and a strength, not a weakness, is that democratic socialism has worked carefully,
through experiment, and experience, without professing to know every final answer.
The best modes of socio-economic organisation are tested before they are secure. In
this way, the meaning of democratic socialism is in its use.’™* ‘Socialism is directed
towards a social-ethical end,”**> and our understanding of how to achieve that end has
evolved with evidence. It needs hard economic data, and ‘hard legal analysis allied to
an alternative social vision’.*® It is revolutionary, yet works through democratic
means, not violent revolutions. It is transformative, yet it does not transgress justified
norms, because the means are as important as the ends. It can also come under many
names: social democratic, labour, democratic, liberal, centrist, conservative,
progressive or green. What matters is not just what it says on the tin. It is what is inside
that counts.
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There are important distinctions from other political forces. While democratic
socialism sees the conflicts between autocratic capital and labour as real, liberalism has
historically imagined an economy where freedom prevails: of contract, and
competition. Often liberalism was blind to the problems of corporate power.r’ In the
UK, radical Liberals moved into Labour, while many from the gentry, like Winston
Churchill, moved to the Conservatives. Conservativism, of course, may seem opposed
to democratic socialism, but the reality is far from it. Psychologically, conservative
voters are often among the most conscientious, and communitarian people, who value
tradition, rules, order and stability.**® This is why so many conservative governments,
once change is brought through democratic socialism, do not tear up public schools,
health, water, electricity, transport, labour rights, environmental standards or
progressive taxes. They usually seek to conserve, more than destroy, when things work.
The far-right differs. Fascists, backed by corporate money, understand the capital-
labour conflict, but seek to win it for their elite class, not to end class. They are tempted
by revolutions, violent if needed, because authoritarian power in the economy is
steadily eroded in a conscious democracy. They will use any label for their party:
‘conservative’ when they are libertarian extremists, ‘republican’ when they rethrone a
king, ‘Christian’ when they worship greed. This is why definitions of political
movements matter less than what they do. And the three core features of what
democratic socialism does in the 21% century is where we now turn.

3. Three core features of 21% century democratic socialism

Democratic socialism is a movement that reshapes the law, and because laws are
themselves a moving target, its focus changed over time. In the 19" century, democratic
socialists fought for the vote in politics, for labour freedom, and for public ownership
of public services. In the 20" century, as they formed governments, democracy
advanced, colonialism receded, public ownership spread, labour rights strengthened,
social security was secured, and rights to equality were enshrined in law. Yet the growth
of capital, indeed from workers’ own savings, fuelled a political backlash by corporate
interests from 1979. This left much to rebuild. In the 21% century, the three core features
of democratic socialism are focused on similar themes to before, yet sharper: more
public services and common ownership, economic democracy above a floor of social
rights, and fair taxes. These policies are overwhelmingly popular with voters. Voters
see what works. Yet their advance faces immense opposition, because they confront
the illegitimate power of boardrooms, finance, fossil fuels, and big tech, who fund
politicians to cling on.
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(1) Public and common ownership

Responding to the many failures of property, contract, and corporations, democratic
socialists build public services to replace the price system, and expand common
ownership. First, public ownership meant capital became owned by central, regional
or local governments. This was done most where productive property cannot be easily
accessed by start-up enterprises, so that competitive markets fail to protect the public
interest.™® Second, common ownership, a broader concept, also includes worker
cooperatives that may compete in a plural market, and capital whose ownership and
control has been socialised.*%° Capital became more socialised over the 20" century by
combining workers’ savings in democratically run pension funds, public funds, or
mutual funds, that invest in company shares. 6!

Like a pendulum, ownership swung between public and private in the 20" century. For
instance, before 1945, the British government had slowly socialised mail, telegraphs,
schools, telephones, oil and gas, housing, broadcasting, buses, and air travel,'® not to
mention common land since Magna Carta.'®® Then when Clement Attlee’s Labour
Party was elected, 10 major pieces of legislation brought water, coal, banking, health,
rail and buses, electricity, planning, gas, iron and steel, under public ownership and
funded universities and further education with grants.’®* The Curtin government in
Australia, the Nehru government in India, and many more worldwide made similar
moves. The pendulum swung again from 1979 in Britain. Thatcher’s government
passed 12 major pieces of legislation to re-privatise the public sector, even selling oil
and gas just as the climate crisis was becoming evident.®® Similar shifts of ideology in
the US led to a so called “Washington Consensus’, for privatisation and deregulation,
that was projected through the World Bank and International Monetary Fund. As well
as to the global south, it succeeded in applying ‘shock therapy’ to post-Soviet Russia,
usually by giving shares to employees, quickly bought up by the new oligarchs.6®
Today the pendulum is swinging again, with a wave of re-municipalisation around the
world,*®” and a steady resumption of public ownership, even in Britain.'®® This is
happening not least because we have more data and experience of what works than
ever.

Democratic socialists know that public services in public hands are overwhelmingly
popular, because people see what works. For instance, in the UK, where experiments
in re-privatisation were among the most extreme, consistent polling shows 75 to 82%
support for public ownership of rail, mail, energy and water, and support grows as
privatisation’s failures are ever more clear.!®® Health care is beyond doubt, as 87%
support public ownership of the NHS, famously said to be the “closest thing the English
people have now to a religion’.1® Around 70% of people support university being
tuition free,!’* a policy found in most wealthy democracies,!’? that is required by
international law.!™
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Figure 1: UK support for public ownership, surveys by YouGov (2024)
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Even in the US, despite its divisions, surprisingly huge majorities favour public
services: 68% for a public option health insurer,’* 63% for tuition free university,'’
84% for government investing in water,*’® 68% for public energy utilities,’” 81% for
government to invest in passenger rail,}’® and 72% of New Yorkers want free public
buses.1”® The US Postal Service is publicly owned by virtue of the Constitution, and
72% want more funding,® as do most for PBS and NPR.*8! If the US Supreme Court
did not strangle human rights and suffocate democracy with money,8 America would
have been a beacon of democracy and socialism long ago.

Beyond the UK and US, public ownership in most wealthy democracies is extensive:
it shows a ‘Democratic Socialist Consensus’. The vast majority of OECD countries
hold rail, electricity, water, and central banks in public ownership, and they also have
a well-financed public option for broadcast media, retail or investment banking, and
mail. Yet more surprising, a majority hold a significant ownership stake in internet
infrastructure: broadband and telecom networks. Deviations, where these services are
privatised, are essentially random. Figure 2 shows this data, with *1” for majority public
ownership or a public option, 0.5 where ownership is under, and down to ‘0’ where
there is none. Countries are ranked by the Inequality-Adjusted Human Development
Index, with wealthier, more equal countries first.
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Figure 2: Public ownership in OECD members, applicants, and BRICS

IHDI 23 | Country Water Electricity | Rail Media Banks Mail Internet
0.923 Iceland 1 1 0 0.75 1 1 0
0.909 Denmark 1 1 1 1 0.25 1 0
0.909 Norway 1 1 1 1 1 1 1
0.894 Switzerland | 1 1 1 0.75 1 1 1
0.892 Netherlands | 1 1 1 0.75 1 0 0
0.891 Belgium 1 0.5 1 0.75 1 1 1
0.891 Finland 1 1 1 1 0.25 1 0
0.89 Germany 0.8 0.5 1 0.75 1 0.25 0.25
0.886 Ireland 1 1 1 0.75 1 1 0
0.886 Sweden 1 1 1 1 0 1 0.5
0.885 Slovenia 1 1 1 0.75 0.25 1 1
0.873 Australia 1 0.5 0.75 1 0 1 0.5
0.869 UK 0.1 0.1 1 1 0 0.5 0
0.867 Canada 1 0.75 0 0.75 0.5 1 0.1
0.867 Czechia 0.5 1 1 0.75 0.5 1 0
0.861 Austria 1 1 1 0.75 0.5 1 0.25
0.857 Korea 0.75 1 1 0.75 1 1 0.25
0.853 New Zealand | 1 1 1 0.75 0.5 1 0
0.845 Japan 1 0.5 0.5 1 0.75 0.5 0.5
0.843 Malta 1 1 0 0.75 1 1 0
0.841 Cyprus 1 1 0 0.75 0 1 1
0.841 Estonia 1 1 1 1 0 1 0
0.839 Hong Kong 1 0 1 1 0 1 0.25
0.838 Luxembourg | 1 0.5 1 0.75 1 1 1
0.836 France 0.75 1 1 0.75 1 1 0.25
0.833 Slovakia 1 1 1 1 0.5 1 0
0.832 us 0.5 0 0.25 0.5 0 1 0
0.828 Croatia 1 1 1 0.75 1 1 0
0.825 Greece 1 1 0 1 0.25 1 0.25
0.823 Singapore 1 1 1 0.75 0.5 0.25 1
0.819 Hungary 1 0.75 1 0.75 0.5 1 0
0.819 Spain 0.75 0.25 1 1 0.5 1 0.25
0.817 Italy 0.75 0.75 1 0.75 1 1 0.25
0.817 Poland 1 1 1 0.75 0.5 1 0
0.813 Israel 1 1 1 1 0 1 0
0.812 Latvia 1 1 1 1 0.5 1 1
0.812 Lithuania 1 1 1 1 0.25 1 0
0.795 Portugal 1 0.5 1 1 1 0 0
0.761 Argentina 1 0 0.75 0.75 1 1 0
0.758 Romania 1 1 0 0.75 0.5 1 0
0.758 Russia 0.75 1 1 0.75 1 1 1
0.748 Bulgaria 1 0.75 1 0.75 0 1 0
0.723 Chile 0 0 1 0.75 1 1 0
0.715 Ukraine 1 0.75 1 0.75 1 1 0
0.708 Turkey 1 1 1 0.75 1 1 1
0.678 Costa Rica 1 1 1 0.75 1 1 1
0.677 Thailand 1 1 1 0.75 1 1 1
0.67 China 0.75 1 1 0.75 1 1 1
0.646 Mexico 0.75 1 0.5 0.75 0.5 1 0
0.633 Peru 1 1 0.5 0.75 1 1 0
0.608 Indonesia 1 1 1 0.75 1 1 1
0.594 Brazil 0.5 0.5 0.25 0.75 1 1 0.25
0.593 Colombia 0.75 0.5 0 0.75 1 1 0.5



0.476 South Africa | 1 1 1 0.75 0.85 1 0.5
0.475 India 1 1 1 0.75 1 1 1

This legal reality reflects the credible theories of when competition and private
ownership fails, and where public ownership is superior. This is in three main cases.!8
First, an industry may be a “natural monopoly’, where ‘it is cheaper for a single firm to
produce the entire output than for each of several firms to produce part of it’.18 For
example, water and sewers, rail tracks and operators, electricity grids, mail, internet
infrastructure, and central banking do not need duplication. Competition is likely to be
inefficient, diminish rapidly, and leave a monopoly: best publicly owned, not private.
Second, if a sector relies on a network, requires high capital costs, and the network
risks being under-used, public options are common. This is true for electricity
generation, retail and investment banking, or housing. Third, the people in an enterprise
may hold a skill-based monopoly, where training or developing talent takes unusually
long. This was Mill’s original meaning of ‘natural monopoly’,*®® and holds for doctors
and healthcare, teachers and education, or lawyers and the court system. In situations
like these, wealthier democracies chose public funding and options over the fiction of
‘competitive capitalism’.18

The law has at least a five-fold role in public ownership. First, a statute will often
authorise some or all of the share capital of a company to be held by a public body,
whether private investors still hold shares or not.*®” Alternatively, whether an enterprise
Is bought, being established for the first time, or reorganised, a law may create the
entity without shares, or set its constitution.!® Second, unlike a company that fulfils
shareholder wishes because shareholders monopolise votes,'® a public enterprise is
free to fulfil duties to the public, with statutory objects such as clean water, clean
energy, improving health, or price stability, growth or employment.**® Third, law may
set standards, for instance to ensure universal service, or that particular quality levels
are met.1% Standards can be set in law regardless of public ownership. But if a service
Is in public hands, government has the capacity to meet them through direct action, not
rely on ex post legal action which often fails to change private conduct.

Fourth, rules may be set on whether services and goods are free at the point of use, or
if charges are made and on what terms. For example, the NHS has a basic principle that
‘services must be free of charge’ unless there are specific exceptions provided by
law.®3 This points to a typical choice of finance in public enterprise, between prices
set according to a reasonable cost (whether or not the public service competes) or
funded by taxes. The central difference is prices are usually regressive with high
transaction costs, while taxes may follow progressive principles with lower collection
costs.'® It is vital to see that when the price system is abandoned, when profit is
abandoned, in favour of a more efficient tax-funded system, or more efficient
ownership, GDP frequently falls because the service improves. This is true for health
care, schools, housing, water or free transport, because revenues and profits will no
longer be entered into corporate accounts, and so raise GDP. In this way, despite the
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view that rising GDP is a measure of economic performance, falling GDP is a measure
of success where competition and private ownership fails.1% Fifth, the law will set the
governance rules of public enterprise, with a board selected by ministers, or
stakeholders - the topic to which we return in the next section.

The term ‘common ownership’ includes public ownership, but also reaches worker
cooperatives,'® and socially held capital funds, so long as they are democratically
governed: the principle of a symmetry between contribution and voice.'®" In 1381,
during the Peasants’ Revolt, a preacher named John Ball said ‘matters goeth not well
to pass in England, nor shall not do till everything be common’, where ‘the lords be no
greater masters than we be’.1%® Today, nearly all production by companies involves
people pooling their assets in ‘common’. Yet the stakes are shared so unequally, and
governance power excludes so many who contribute, that the idea of true common
ownership may seem very far away.

A key step in theory was made in 1910 by Rudolf Hilferding, who wrote that instead
of the public sector buying all industry, government could socialise financial
institutions, which other businesses rely on for finance.'®® Hilferding was focused
mainly on banks, rather than equity, and public control rather than workers. But in
1921, A.A. Berle wrote that ‘labor could control” if workers could get stocks in their
companies. He soon realised the limits of people being ‘tied to the job’ by owning
shares in companies they work for, so he shifted to argue for diversified pension funds,
encouraged by tax policy, that would hold shares across all markets.?® Indeed, workers’
capital grew so much that in 1976, management theorist Peter Drucker predicted
‘pension fund socialism’, that by 1985 workers would own over half the US stock
market.?%! This was indeed the trend, also in the UK, but it was reversed by the Reagan
and Thatcher governments. First they limited unions’ ability to bargain collectively for
fair wages. Second they used tax to encourage individual pension accounts rather than
collective funds in capital market investment.2%2

The changes in the law to promote common ownership are at least three-fold. First, the
most effective strategy is to revive sector-wide collective bargaining with workers on
boards, and boost collective pension funds on a sector-wide, multi-employer basis.?%
Workers’ capital grows with real wages. This needs workplace democracy, not wages
unilaterally set by contract, and not pensions segregated into individual savings
accounts. Second, there will be a shift in employer duties (such as automatic enrolment,
and contribution matching) and tax rules, to reduce inequality in pension savings.?*
Third, there are many examples of public option pension and wealth funds, such as the
UK’s National Employment Savings Trust.?® There is also a renewed interest in
requiring companies transfer a fair share of profits to worker funds, first proposed by
Rudolf Meidner and the Swedish Trade Union Confederation in 1975. A key issue for
all fund types is ensuring that shareholder votes are controlled by elected
representatives.
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Restoring public enterprise, and common wealth, may seem like a daunting task, but
requires small legal shifts to set big economic changes in motion. It means public
control of natural monopolies, even if they span the globe. It means democratising
pension and wealth funds that invest across global markets. Each entail bureaucracy,
and power that could be abused. But a key difference today to the post-war period is
that democratic socialists understand the question Albert Einstein posed in 1949: ‘How
can the rights of the individual be protected and therewith a democratic counterweight
to the power of bureaucracy be assured?’?%® We know why old-style, top-down
nationalised industry was unbeloved, and why there was support to privatise or
dismantle it.2°” The answer is to give people voice and a stake, with economic
democracy on a floor of social rights.2%®

(2) Economic democracy and social rights

Economic democracy on a floor of social rights is an essential element of social justice,
to give people autonomy and voice at work, in their savings, and in public services.
\oice pre-empts the abuse of implied contract terms to appropriate and direct. It shifts
relations from a mere contract to membership. As a whole, economic democracy means
votes for who is on enterprise boards by the three main stakeholders: workers,
investors, and service-users where competition fails.?% It is the crowning success of
collective bargaining, which was never meant to be a ‘single channel’ for industrial
democracy.?® Only if workers take part in board decisions can they secure a fair
distribution of a firm’s product - just as shareholders exercise influence in share
markets, but also get votes in governance. A floor of social rights means terms that
must be fulfilled in any contract, particularly by employers, landlords, or businesses,
to pre-empt the excesses of ‘freedom of contract’ and ensure human dignity is not for
sale. Economic democracy always builds on this minimum floor.?* Together, voice
and rights transform people’s economic relations, from ones based on contract, to
membership.?'? Everyone is part of a ‘multi-stakeholder governance’.?!3

Economic democracy is mainly a product of the 20" century, but has proceeded at
different paces for workers, in capital, and in public services. Winning the vote in
politics meant one-person, one vote in for the legislature, executive or both. But the
fact of three stakeholders in the economy meant more choices. Before World War One,
there were experiments with workers on boards in factories, mines, gasworks and
ports,?4 and notably in the Universities of Oxford and Cambridge after staff revolted,
saying university administration had been ‘reduced to a narrow oligarchy’.?*® But the
biggest advance came through a collective agreement as the Kaiser abdicated, and the
German trade unions collectively agreed to share power in the reconstruction after the
war with a defeated business elite.?'® This ‘codetermination bargain” was codified in
the Weimar Constitution article 165, and the first law passed in 1922 for worker elected
directors.?’ In Britain similar plans for the railways were close, but did not pass, while
in the US a law passed in Massachusetts for worker votes in manufacturing companies,
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but it was only voluntary.?'® Switzerland and Norway instituted worker directors in
companies between the wars, while in Germany Hitler destroyed worker democracy,
just as he destroyed unions. After World War Two, German unions again collectively
bargained to elect directors on boards, and then it was codified into law. The same
practices spread - to Austria, the Netherlands, Sweden, Denmark, Finland and more,?°
and in 1976, the Social Democratic led German government raised the threshold of
worker directors to just under half of large companies’ supervisory boards. There was
no general law yet in an English speaking country, but many laws for specific sectors,
such as post offices, health, transport, or in the public sector.??°

Like public ownership of public services, economic democracy is overwhelmingly
popular. The most widely available polling data, like legal models, concerns the right
to vote at work. In the UK, 59% of people support directors elected by workers to large
company boards, and just 10% are opposed.??! In the US, 53% of people support
worker directors, and just 22% are opposed.??? In Germany, where worker directors
have among the longest and strongest histories, workers also elect work councils with
13 types of binding right in management, including over working time, social facilities,
and dismissal policies. The turnouts for these elections are illustrative to their real
importance: 75.5% of eligible voters took part in the 2018 work council elections, and
68.6% in 2022.22% In Switzerland, the referendum (or people’s initiative) that created
duties on banks to follow voting policies of pension funds when casting votes on
shares, achieved the second highest majority ever in Swiss history.?%*

This stable, and overwhelming popularity of economic democracy is reflected across
the OECD. Laws for worker directors in large companies are now found in most
countries. The standard practice is that around a third of a board must be elected by
workers, as Figure 3 depicts (where “0.75’ reflects a one-third requirement - no country
yet requires half or more for large companies, a score of “1’).
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Figure 3: Worker directors in the OECD

It is notable that there is a growing political movement, and political commitment, for
legislative reform for worker directors in Spain, Italy, Chile, the UK, and the US, to
name just a few.

When it comes to democracy in workers’ capital, there has been a similar, steady trend.
Trade unions collectively bargained for their pension funds to be jointly managed since
the 1920s.22° Unions were so successful in the US, that the business interests driving
Taft-Hartley Act of 1947 blocked unions from having more than half the seats on a
pension board.??® The practice of collective agreements was then often codified in law,
in Australia requiring half-representation for unions in superannuation funds, 22’ and in
the UK requiring at one-third representation, capable of being raised to half.??®

Then there is democracy in public services. Where competition fails, and service-users
could no longer “‘vote with their feet’, democratic socialists create votes for real. The
experiments with votes in public services have been varied, but widespread. Alumni
and students can vote for governing bodies in universities, residents are represented in
health trusts, or bill-payers in water and energy.??® Notably, as many public services
were brought back from privatisation, such as in Eau de Paris, or Berlin Waterworks,
service-user voice was included, typically organised through local council democracy.
It stands in sharp contrast to the ‘“Morrisonian model’ of nationalised industry, where
the former Labour Minister, Herbert Morrison, argued that workers and service-user
groups might be consulted, but should not have votes. Those should be left to experts,
said Morrison but inevitably these experts were chosen by a minister, (like
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Morrison).?® This was a key weakness that left public services vulnerable to
privatisation’s advocates. Nobody believed public enterprise would be well ‘run by
“clever” people who make the arrogant assertion that they “know best” and that they
are serving the “public interest”,” wrote Margaret Thatcher, ‘an interest which of course
is determined by them.”#! Yet Thatcher’s solution has proven worse than the problem.
Democratic socialists see the better answer is to guarantee people a voice and a vote.

Finally, a floor of social rights must support economic democracy. To halt abuse of
contractual power, this includes minimum standards in labour, tenant, investor, and
consumer rights. Labour rights are codified in international law, particularly the right
to a minimum wage, a maximum working day, 22 paid holidays, paid parental leave,
safety, equal treatment, and job security, including notice, fair dismissal and
redundancy.?® All of these rights - from wages to security - are extended by collective
bargaining, and the subject of decisions by the board. For this reason the best method
of protecting minimum standards is democracy at work: worker directors with sector
collective bargaining.?* Tenancy rights are analogous, and common in most wealthy
countries: fair rent regulation, standards for repair, water, heating and energy, equal
treatment, and protection from unfair eviction.?®® Investor rights have historically
focused most on shareholders, who are seldom today the real investors, yet there is still
a comprehensive set of rights: to vote, to prospectuses, to accounting information, and
protections against minority oppression.?® Consumer rights include rights of
information, fair terms, and remedies.?’

This minimum floor of rights is essential whenever people have jobs, homes, savings,
and money to spend. However jobs, homes, savings and money for many people would
not exist without public action. As well as public services, there must be universal
social security. In the Universal Declaration this means protection against
‘unemployment, sickness, disability, widowhood, old age’.?®® Democratic socialists
understand the traditional tools to achieve full employment, which means ‘at fair
wages’ and hours, and no more than 1-2% unemployment,?® not 4% jobless, more, or
mass under-employment as we often see. Governments may use central bank monetary
policy, but above all fiscal policy, to raise and stabilise investment in jobs, and
ultimately provide a ‘job guarantee’ where an unstable private sector may not. Where
people are not employed, social security should be universal, eliminate any gaps in the
welfare state. The narrative of a ‘basic income’ is powerful for so many precisely
because it could be part of universalising social security. However incomes must not
be basic, but fair, and are not a replacement for public services, rather than a
complement.?4
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(3) Fair taxes and principles

Democratic socialists are not the only people interested in fair taxes, yet their principles
of fairness are more clear.?** Adam Smith argued that the first maxim of taxation should
be ‘equality’, so people are taxed ‘in proportion to the revenue they respectively enjoy
under the protection of the state’, and ‘the rich should contribute... something more
than in that proportion.’?*> From this progressive principle it follows that the rich
should be taxed more than the poor, capital should be taxed more than labour, and
unearned wealth should be taxed more than jobs. As Figure 4 depicts, taxes became
more regressive since 1979 in the UK, like much of the world, and the balance needs
to be restored.

Figure 4: UK regressive taxation, 1973-2022

Adam Smith also said that taxes should be certain, convenient to pay, and that tax
collection should be efficient. Few disagree.?** But there is more to fair taxes than the
progressive principle.

The second principle of fair tax is to fully fund public services and social security. This
goes to its absolute level, not just relative levels, and informs the overall share of tax
to GDP. This is a question of what is necessary to achieve the goals of all public
services: expanding education, improvement of health and life expectancy, stable and
low interest rates, clean energy, good food, clean water, fast and clean transport, fast
internet, and media that is safe for people’s health and democracy. It needs to be enough
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to guarantee full employment, insure people against unemployment or disability, and
support a dignified retirement. Many services can be paid for by tax, while much social
security can be funded through insurance contributions. Yet it is important to compare
how the progressive principle of tax measures against the regressive nature of prices
(usually) and contributions (often). Wherever the social cost of the price system
exceeds the tax system, the tax system should fund services and goods.

The third principle of fair tax is that it should correct the failures of escalating
inequality. Thomas Piketty identified that under our current institutions, inequality
increases because the rate of return to capital (r) is greater than the rate of growth (g),
or r > g.2* Public and common ownership plus economic democracy on a floor of
social rights would “pre-distribute’ wealth fairly, so that r <g, if society began at square
one.?® But in today’s world, our institutions and taxes have been so warped that they
enrich the rich to wild extremes, requiring correction through positive action. So a third
goal of democratic socialists is to ensure monopoly wealth, and eye-watering corporate
wealth, is given back to the people who made it. Taxes on unearned wealth are also
particularly important to prevent assets being hoarded.

For democratic socialism, these principles of progressivity, full funding, and correcting
inequality, are all summed up in a phrase: from each according to their means, to each
according to our needs.?*® As Martin Luther King Jr put it, ‘Call it democracy, or call
it democratic socialism,” said Martin Luther King Jr, ‘but there must be a better
distribution of wealth within this country for all God’s children.” 24

Fair taxation is overwhelmingly popular, just like public services and economic
democracy. In the UK, 75% of people support a 2% wealth tax on assets above £10
million (that is £200,000 a year).?*® Moreover, 82% of people support increasing
income tax for the ‘super rich’, and 59% support increasing corporation tax.?® In the
US, 72% of people support introducing a new tax on big tech,?*® while in the EU 80%
of people support multinationals paying a minimum level of tax in every country where
they operate. Friedrich von Hayek argued (like social justice being a mirage) that if
there was free movement of capital, then socialism would be impossible, because
companies could escape tax.2®! The reality, however, is that ideas may move even faster
than capital, and in the long run good ideas usually win.

(4) Public, criminal, international, trade and immigration laws

Democratic socialism focuses on socio-economic change, yet it affects all fields of
policy, and clearly departs from liberal theory by refusing to accept that socio-
economic rights are less important.?? By contrast, in his Theory of Justice, John Rawls
argued that civil and political ‘rights’ should be seen as “prior’ to economic and social
‘good’, on the ground that ‘interests requiring the violation of justice have no value.’?*
But the historical reality is that all human rights evolved hand in hand,?** and they are
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‘indivisible’.?% For example, in the UK, universal suffrage was won as union rights to
bargain for fair pay were won.?® In the US, the Civil Rights Act of 1964 was part of
the same movement for the Voting Rights Act of 1965. Labour rights were the first
human rights enshrined in an international treaty, ahead of the Universal Declaration’s
codification of political and socio-economic rights alongside.?*” Socio-economic rights
do not threaten political rights with “violation’, as Rawls put it - they strengthen them.
Without labour freedom, social security, fair pay, education, health, or housing, all
other rights become ‘very unsafe, very insecure’.?®® Here we consider democratic
socialism’s approach to (a) public, (b) criminal, (c) international and trade and (d)
immigration law, and why in these fields, political or civil rights often remain
unfulfilled - not because socio-economic rights exist, but because they are lacking.

(a) Public law

Democratic socialism’s approach to public law is identical with human rights norms.
In the three branches of government ‘everyone’ has the right to an equal vote for a
legislature or a president, to ‘representative government’ with an executive bound by
law, ‘to an effective remedy” before an ‘independent’ judiciary.?° Moreover, all rights
‘necessary in a democratic society’ to support a democratic constitution must be
upheld, including freedom of expression, association, one’s private life, home and
correspondence, or liberty and security of the person.?® These rights - democracy, the
rule of law over man, and courts of justice accessible to all - are in no small part the
creations of the modern, democratic, social and welfare state, won by the chartists, the
unions, the abolitionists, the suffragettes, the anti-imperialists, and those who cherished
freedom everywhere.

However, democratic socialists well understand the limits of liberal constitutional
theory. As Otto Kahn-Freund wrote, the ‘power to interpret... is the power to
destroy’.2% Judges are political actors, and far from providing ‘checks and balances’,
they can be dominated by a political party, just like every other supposedly ‘separate’
branch of government. So courts must be bound by positive law.?%? The law must
represent the will of a democratically organised populus, not one where political parties
and movements may be dominated by money, or surrendered to some ‘iron law of
oligarchy’.?%® In the UK, courts have struck down everything from rules for equal
pay,2®* to the right to take action for fair pay,2®® to compensation for serious workplace
injuries,?®® and have spent nearly half a century destroying employment rights for the
most vulnerable workers.?” In the US, courts have held ‘unconstitutional” all civil
rights, %8 bans on child labour, a safe working day,?® rights to social security, limits on
election spending,?® and have nullified nearly every statutory employment or
consumer right,?’* to name just a few of the worst decisions.?’? So, judicial power must
be seen as legitimate for primary purpose of supporting democracy, the rule of law, and
a social state.?”® Democratic socialists are, and must be, wary of highly entrenched
constitutions, because otherwise democracy and human rights risk being crushed.
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As well as rejecting judicially managed democracy, democratic socialists want efficient
legislators. A legislature must not require a supermajority to pass any legislation, such
as the US Senate filibuster - because this creates an inherent conservative bias. Most
democratic countries have abandoned “first past the post’ voting in favour of ranking
preferences, or proportional representation, because this enables unpopular yet more
organised corporate interests to hold power. Many favour Parliamentary systems,
because if the legislature and executive is elected separately, or at different times,
conflicting parties will often win different branches, and bring government to a
standstill. Many favour unicameralism, because if there are two legislative houses this
reduces the speed of legislation, and slows democratic preferences. Many favour
federal government, because excessive centralisation stops decisions being taken at the
level where people understand the issues closely. But also, federal governments should
never pre-empt or ban socio-economic law-making by regional or local government.
Democratic socialists understand that states and councils need to be free, to be the
‘laboratories of democracy’.?’

Most importantly democratic socialists know that the existing state of politics is
temporary. Since the industrial revolution, in most countries there have been (broadly
speaking) conservative factions representing capital, and progressive factions
representing labour. But as democratic socialists achieve their goals - with more public
and common ownership, economic democracy, and fair taxes, conservative factions
transform. The interest groups seeking to end democracy - to adapt a phrase - wither
away.

(b) Criminal law and policing

Democratic socialists’ approach to crime or policing is no different, again, to basic
human rights, such as the right to security, a fair trial, and due process,?” yet they
emphasise the socio-economic reasons why crime remains so high. Being ‘tough on
crime, tough on the causes of crime’ was not merely a slogan of the UK Labour Party
in the 1990s,27® but a recognition of the statistically obvious fact that societies with
more inequality and poverty (not to mention access to firearms) have more crime.
Societies with greater gulfs between policing and communities leave citizens and
police in the shadow of harm. So the purpose of the criminal justice system must be
the same as social justice. Punishment is useful only if it will actually make people
safer, and not entrench misery. The death penalty is never an answer, because it
needlessly punishes the innocent families of the wrongdoer. Prisons are not primarily
for punishment, but for community safety. Policing should make people safer in the
streets, not less, and it must not substitute for welfare and rehabilitation of people with
severe addiction or mental health problems. These modern approaches are guided by
evidence, and cost benefit analysis, and slowly they are overturning centuries of failed
policy driven by ideologies that criminalise the poor.

29



(c) International law and peace

Democratic socialists’ approach to international law and peace begins with the
founding principle of the International Labour Organisation, that ‘peace can be
established only if it is based upon social justice.”?’” This was a decisive break with
liberal theory, notably Max Weber’s notion that the state has a ‘legitimate monopoly
on violence’,?8 because the state does not have a legitimate monopoly: the limits of its
power are set by international human rights, and its use of force is bound by law,
particularly the United Nations Charter. The post-WW?2 order adopted most of the
tenets argued for by Immanuel Kant, On Perpetual Peace, in 1795.2”° This said we
could achieve lasting peace by (1) disposing of materials for war; (2) ending
colonisation;?° (3) abolishing standing armies; (4) ending international debts; (5)
prohibiting violent interference in other states’ affairs;?%! and (6) basic rules of war,
such as prohibiting poisoners.2® Further, all states should (i) uphold freedom, the rule
of law, and equal treatment of citizens;? (ii) acknowledge the basis of international
law as a ‘federation of free states’;?* and (iii) guarantee universal rights of hospitality
for all ‘citizens of the world’.% It is remarkable achievement that our modern
international system has been successful in nearly all of these, except those central to
what Dwight Eisenhower called ‘the military industrial complex’,?® namely (1) ending
war production, (3) abolishing standing armies, and (4) ending international debt.?’
The answer to these problems is simply the expansion of public ownership and
accountability, in particular by ending for-profit military corporations, and re-writing
the rules of international tax to ensure global banks fund development, instead of
profiting from poverty.

(d) Immigration and trade

When it comes to immigration and trade, democratic socialists remember that the
struggle for labour freedom included breaking down the old Master and Servant Acts,
serfdom, and servitude, which criminalised leaving one’s employer, lord, or master,
and stopped free movement even within one’s own country. The history of progressive
societies has been to expand freed movement for working people as much was found
for merchants in Magna Carta.?®® Democratic socialists also distinguish between free
and forced movement: they know that people should not have to uproot their families,
and tear apart their community fabric, for economic necessity. Jobs with fair pay should
be guaranteed to workers, through pro-active public investment in every region, so that
workers do not have to move to survive. The best immigration policy, therefore, is
international development, with controls on entry aiming to be temporary until living
standards equalise.?® Unlike those who weaponise migration for political division,
democratic socialists understand that border restrictions are not an end in themselves,
but a phase. Across Europe, overgrown fences, and forested footpaths exist where
border checks once were, a quiet miracle for countries that were once at war. The reality
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Is that the wealthy have always had global free movement, and this should be a right
enjoyed by all. To accelerate it, everything needs to be done to raise living standards,
and prosperity across the globe.

4. Four myths of capitalism

Unlike the goals of democratic socialism, we have seen that ‘capitalism’ is a shape-
shifting set of norms, but usually taken to mean private ownership (instead of public
and common ownership), director or shareholder monopolisation of power in
enterprise governance (without worker directors, democratic capital funds, and service-
user voice in public services), and taxes that are not fair (namely, progressive, to fully
fund public services, and correct inequality). It is clear there is not one thing called
‘capitalism’, but each society has residual capitalist elements in its economy to a lesser
or greater degree. Despite this, an extraordinary set of myths shroud what ‘capitalism’
achieves, namely that it is more innovative, more productive, that it stops waste, or that
it is synonymous with democracy. This part explains why none of these claims are
based in reality and the evidence shows quite the opposite: capitalism harms prosperity.

(1) Capitalism creates innovation

The first myth comes from Joseph Schumpeter, who argued in Capitalism, Socialism
and Democracy that a ‘process of Creative Destruction is the essential fact about
capitalism’, and that ‘what every capitalist concern has to live in’ is ‘the perennial gale
of creative destruction.”?® There is no doubt that a system of privately owned
production has ‘destruction’ at its core, because when private enterprises compete,
some necessarily lose and go insolvent. Shareholders lose investments (even if their
overall portfolios are diversified), creditors must often take a haircut (though not
usually large banks with secured loans), workers lose jobs, and the public sector often
foots the bill for social security and environmental damage. The problem with
Schumpeter’s claim is that this destruction is somehow “creative’. It is true that people
losing market share may encourage competitors to change their products and services
to suit consumer demands, but for this to be sustainable, the shifts must be gradual.?*
Moreover, the very things that Schumpeter pointed to as ‘creative’, namely opening
‘new markets’ and ‘organizational development’, which ‘incessantly revolutionizes the
economic structure from within’, is what is achieved by wealthy democracies that limit
and decrease capitalist elements of the economy - namely through social and job
security, and stable public enterprise, plus a rescue culture to prevent business
insolvency.
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First, societies with better social security, including job security have more innovation,
because people experiment - they are more “creative’ - when they do not face material
risks, or even rewards. For example, based on a comprehensive database of job security
and codetermination laws, Acharya, Baghai and Subramanian found that the number
of patent filings rose significantly when employment protection was improved.
Workplace democracy rights, including ‘dismissal laws can enhance employees’
innovative efforts’, wrote the authors, ‘and encourage firms to invest in risky but
potentially groundbreaking projects.’®? The reverse is also true. Large rewards, such
as banker bonuses, or ‘performance-related’ CEO pay, do not improve worker
productivity: they distract from creative tasks, encourage rent-seeking behaviour, or
outright cheating.?®® People are more creative when they have stability and security
(not sticks and carrots), because this lets people think, as is clear to most who have
tried thinking before.

Second, in contrast to a “capitalist’ culture of frantic risk and frivolous reward in the
private sector, patient public capital and public enterprise are better at creating
innovation. As Mariana Mazzucato has explored, the iPhone’s core features are the
internet, touch screens, and use of the Global Positioning System, all of which were
created by the US Department of Defense, not the private sector.2®* The reason why
Silicon Valley exists where it does is largely because of public funding of Californian
universities. The same is true of research and innovation clusters around the world,
notably in Cambridge and London in the UK, or Bangalore in India. The Covid-19
vaccine illustrated this again. The Pfizer vaccine was invented in Germany’s Max
Planck Institute, the AstraZeneca vaccine was invented at Oxford University, and the
vast majority of funding came from public sources, not private.?® The private sector
may capably roll out innovative technology once it is already there, but publicly funded
Institutions, and security - the opposite of Schumpeter’s capitalist destruction - are
stronger engines of creativity.

(2) Capitalism is productive

The second myth comes from Friedrich von Hayek’s assertion that a market is a
‘spontaneous order’ that aggregates information efficiently, and it leads to ‘greater
productivity’ resting on “a division of labour extending far beyond the range any one
person can survey’.?% Further, Hayek claimed that ‘enhanc[ing] the productivity of
labour’ is ‘a task in which governments notoriously fail’. ‘Productivity’, of course,
means output per hour, yet this meaning conceals two things: production which is more
creative, and production that is more mechanic. Already we have seen that innovation,
creative production, comes from security and public institutions, the opposite of
Friedman’s ‘competitive capitalism’. But it is also false to suggest that Hayek’s version
of free markets, without any meaningful labour rights, is anything but deeply harmful
to all forms of productivity.
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In terms of labour, there is clear evidence that when people are treated fairly at work,
with fair pay, they are intrinsically motivated to contribute more.?®” Put the other way,
unequal pay for similar kinds of work damage production even more than a general cut
to wages. There is also ‘a considerable body of evidence to support the participation
hypothesis—the hypothesis that significant changes in human behavior can be brought
about rapidly only if the persons who are expected to change participate in deciding
what the change shall be and how it shall be made.’?%

More ironically for the dwindling defenders of ‘capitalism’, it was already clear to John
Stuart Mill that the “produce of the world could not attain anything approaching to its
present amount’ without ‘abundant and costly machinery, buildings, and other
instruments of production; and the power of undertaking long operations and waiting
considerable time for their fruits’.?®® That is, rising production needs capital
accumulation and long-term investment. But the way that capital is accumulated is
through more investment. The single best way to get more capital investment is by
increasing the cost of labour, through rising wages led by voice and security at work,
and another excellent method is through direct public sector investment. Hayek’s
caricature of a modern economy foresees a wild west market system, where corporate
governance is prone to short-termism, the opposite of patient, long-term capital, which
more economic democracy, and public institutions provide.3®

(3) Capitalism stops waste

The third myth is that capitalism reduces waste. This myth belongs to Richard Posner
who argued in Economic Analysis of Law that ‘justice is... efficiency’ because ‘waste
is immoral’.*®! If anyone were in doubt about what Posner meant, he also wrote that
‘labor law is... founded on a policy that is the opposite of the policies of competition
and economic efficiency that most economists support’.3®2 Since his writing in the
1980s, Posner has abandoned ‘competition’ as a value, arguing that “antitrust is dead’,
and that nobody should be “concerned whether [Amazon, Microsoft and Google] have
monopolies’.>* However he still appears to think that this monopoly capitalism is
‘efficient’ because it leads to less waste.

In reality, there are three main kinds of waste that are vastly greater without democratic
socialist policies. First, unemployment will be far higher wherever government fails to
create investment for full employment, including a job guarantee. For over a century,
unemployment under Republican administrations has always gone up by the time they
left office, and under Democratic presidents it has always gone down. Unemployment
entails vast economic waste, and it crushes our ‘sense of pride’, drowns our spirits and
leaves us feeling ‘as a disastrous failure’.3® Yet to narrow corporate interests and
employers it may seem beneficial, because the social costs are outweighed by their
perceived, short-term private gain in reducing labour’s bargaining power, and
increasing their power to discipline workers.3%
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Second, there is a vast waste of capital, investment and resources on the pre-
occupations of the rich and short-term shareholder interests, instead of directing them
to things people need. Current examples include $73 billion wasted on the ‘Metaverse’,
trillions for data centres to train “‘Al’ and large language models, or billions on private
jets, superyachts, grouse hunting, or Jeffrey Epstein’s paedophile island.3% All this
waste in resources exists to far greater degree wherever the economy is undemocratic,
where social wealth can be cornered by a few corporate insiders, and used for personal
enrichment.

Third, there is the waste to the natural environment, particularly climate damage.
Around 63% of all emissions in history were created by just 90 corporate entities.’’
Corporations with governance monopolised by shareholders seek to make profit
whatever the social cost, and it is core to the business model of every Exxon, Chevron,
BP or Shell to externalise as many of the costs of production onto society, to be
polluters who do not pay. This waste can only change by publicly owning or regulating
companies for the public good.

(4) Capitalism is democracy

A fourth myth of capitalism is found in the claim of Milton Friedman that capitalism
Is democracy, a ‘central message’ of Capitalism and Freedom, underlined in
Friedman’s endorsement of the idea that ‘an inescapable connection between
capitalism and democracy has recently begun to seem plausible’.3% To give just three
examples of why this is false, the industrialists in the ‘Circle of Economic Friends’
bankrolled Hitler’s 1933 power-grab with 1 million Deutschmarks,°° and without any
limits on election spending in the Weimar Republic, the Nazis outspent every other
political party to secure their final election victories, with corporate money.3!° Second,
the coup and government of Auguste Pinochet displaced the democratically elected
government, and embarked on a wild path of privatisation and deregulation in Chile,
torturing and disappearing its rivals as it went. Third, unlimited spending in US politics
was propelled when corporate lawyers took control of the Supreme Court, and in 1976
delivered the tragic judgment of Buckley v Valeo, asserting that spending money is the
same as free speech and cannot be limited under the First Amendment. This almost
severed American public opinion from public policy, which Gilens and Page have
shown were unconnected since at least 1981.%!! It has led America to the fascist-lite
abyss that we stare into now.%!?

If these three examples were not enough, modern data shows that the vast majority of
dictatorships are dominated by private economic ownership (indeed those who own
corporations and governments are often the same), they have few social rights, and
taxes are unjust. Among the small minority of countries who pretended to be “socialist’,
there was never any democracy in the economy or politics - free trade unions and
political parties were suppressed as much in Lenin’s Soviet Union,3" as by China’s
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Communist Party today.®'* By contrast, wealthy economies are increasingly socialist
and democratic, because these go hand in hand. Democracy in politics is safe only with
democracy in the economy, and where there is a more equal distribution of wealth: that
IS the beating heart of socialism.

5. Conclusions

“There is only one hope for mankind’, said Nye Bevan to the House of Commons in
1951, “and that is democratic Socialism.”3!® Humanity’s greatest threats are escalating
inequality, climate damage, and war, and these threats are exacerbated a thousand times
by our defective social system. With today’s technology we already have the means to
create a paradise on Earth, where poverty and scarcity will be forgotten, and will be
seen as no more than another ugly part of history. We can imagine a better world
because it is within our reach, and the only thing preventing us is a fear of change, and
a belief in wrong-headed theories. ‘Capitalism’ is no more the answer to our problems
than despotism, because each places faith in a tiny number of people, whether bosses
or boardrooms, bureaucrats or ‘Big Brother’,3!6 to have better answers than an educated
public. Education has given nearly every society the tools we need to be free, to have
public and social ownership, to participate in an economic democracy, and to safeguard
a system of fair tax and fair wealth distribution. ‘Democracy is not merely a pathway
to the socialist goal’ wrote Karl Kautsky, but ‘an integral part of that goal’ which is
‘“freedom and equality for all.”3’

And we will know when we have won democratic socialism, when we can look to the
next chapter of history, not only by looking at our public services, looking at who has
the votes in the economy, and looking at the level of taxes as a systemic whole. We will
also see a reversal of inequality, when the rate of growth for everyone exceeds the
returns on capital (or r < g), and then we reach a steady state.3!® We will see that
greenhouse gases in our atmosphere fall and our global climate returns to its norm,
while we act and nature helps to restore the beauty of planet Earth. We will see that
violence and armed conflict dwindles into a sorry memory. We must have the courage
to choose, to choose that ours is an age of equality, not power, an age of nature, not
desolation, and an age of peace, not of war. Our lives will transform from work as a
necessity to expanding our horizons, pursuing science and philosophy, art and music,
gardening and cooking, sport and leisure. Once we choose, our imaginations are the
limit.
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