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16

Regulated Market Socialism

By the beginning of the twenty-first century, the political, economic
and moral order of neoliberalism had no effective competing ideology or
alternative political praxis. Francis Fukuyama, though widely criticised,
remains an iconic advocate of ‘the goodness of liberal democracy, and of the
principles on which it is based’.! He concedes that liberal democracies ‘are
plagued by a host of problems’ such as unemployment, drugs, pollution and
crime, and he recognises that discontent arises (from both Left and Right)
over the ‘continuing tension’ between liberty and equality. Yet, he follows
earlier writers, such as Daniel Bell," to contend that there is agreement on
ends, that there are no ‘large causes for which to fight’.> Neoliberal capitalism
has provided not only the keys to how economies could, and should, be
coordinated on a world scale but it had also captured the public imagination.
It had become the common sense of public policy applicable not only to
the ways that economies should be coordinated, but more generally to how
societies should be managed and organised.

That said, I have identified systemic faults that are more than secondary
problems. These are: the recurring economic crises of capitalism; the
unjustifiably unequal levels of wealth and income both within and between
countries; the social disruption caused by market processes, particularly
unemployment, underemployment and migration; the deficiencies of
democratic government; environmental unsustainability and ecological

' E Fukuyama, The End of History and the Last Man. New York: Avon Books Edition, 1992,
p 287.

*  Fukuyama, The End of History, p 288.

> Fukuyama, The End of History, p 292.

* D. Bell, The End of Ideology: On the Exhaustion of Political Ideas in the Fifties. Glencoe,
IL: Free Press, 1960. Bell’s contention is that the major ideologies confronting liberalism
(communist and fascist) are exhausted.

> Fukuyama, The End of History, p 311.
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GLOBAL NEOLIBERAL CAPITALISM AND THE ALTERNATIVES

destruction; economic and political conflicts between the core, semi-core
and periphery of the world system, and deficient mechanisms to maintain
peace and prevent war. Any alternative to the neoliberal approach has to
address these systemic problems. One should not, however, attribute all the
world’s shortcomings to ‘global neoliberal capitalism’. Many dilemmas pre-
date, or are independent of, neoliberalism or globalisation. Any alternative
may not be able to address all of these issues, and solutions not only take
time but often give rise to other problems. Global capitalism, nevertheless,
is the political and economic casing in which crises occur.

In earlier chapters I outlined liberal capitalism and five alternatives — self-
sustaining communities, social democracy, state-capitalism, state-controlled
capitalism, and state socialism. Appendix 16A summarises and compares the
six economic formations. These models illustrate the major characteristics of
these social formations. Real existing economic formations are in practice
mixtures of these components and embedded in societies with unique
histories. In this chapter, I summarise these alternative scenarios, and I outline
another preferred option: regulated market socialism.

Five alternative economic formations

Liberal capitalism is an economic system predicated on market exchange, private
property and profit for enterprise. Under liberal capitalism, the form of utilisation
of surplus value, which sustains a capitalist class, is minimally regulated by the
state through taxes. The ‘minimal’state provides crucial coordinating and legal
enforcement functions. Stafe socialism (Soviet-type central planning) had a minor
role for the market and property was publicly owned. The state administration
completely directed the use of surplus product. A major economic objective of
the socialist state is the enlargement and utilisation of surplus product for renewal
and cumulative development of the productive forces - a developmental state.
There is no payment (profit) to state functionaries as a ‘reward for enterprise’.
State-capitalism has a similar structure to state-socialism: the state legally owns
and controls economic enterprises. While the state extracts surplus for renewal
and investment, surplus is also used for the benefit of, and interests directed by,
a bureaucratic stratum or class. The extent to which this benefit gives rise to
a ruling class defines the formation as state-capitalist and distinguishes it from
state socialism. State-controlled capitalism is a form of capitalism with private and
state ownership. It is a hybrid multi-levelled market economy in which profit
accrues to an entrepreneurial class. The state exerts authority over the non-state
sector through the apparatuses of state economic management, which utilises
administrative means, coercion, socialisation and persuasion.
State-controlled capitalism, state-capitalism and state socialism all have
state bureaucratic forms of coordination. The difference is that under state-
controlled capitalism, private corporations receive and distribute economic
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REGULATED MARKET SOCIALISM

surplus, some of which is ‘reward for enterprise” Under state-capitalism, a
significant part of economic surplus is appropriated by a bureaucratic class.
Under state socialism, there 1s no such reward.

In addition to these state centred paradigms are other forms of
coordination. At the other end of the scale, an autonomous self-sustaining
economy is predicated on collective ownership, extraction of surplus solely
to meet collective needs; there is neither state nor market coordination,
the collective is coordinated on self~-governing democratic principles.
This social formation contracts out of the global and national market
economy with which it interacts. Social democracy proposes a hybrid system
of public ownership and private corporations operating through market
mechanisms, subject to partially regulated extraction of economic surplus
and state provision of welfare services embedded in a market system.
There is division between those, on the one side, who see socialism as
embodied in the achievement of certain policy goals — reducing levels of
income inequality, securing equality of opportunity, providing universal
social security (including provision of employment). Capitalist ownership
relations remain relatively untouched. On the other side, are those who
advocate institutional changes — the replacement of private ownership by
public ownership and democratic decision-making. In this version, market
socialism retains the economic market set in public property under diftferent
forms of democratic state coordination.

The major alternatives to liberal capitalism, presented in the first halt of
the twentieth century, arose in a social and economic world considerably
different from that confronting political movements today. State socialism and
post-Second World War European social democracy were reactions against
a nationally-rooted class-based form of industrial capitalism. These were
class-based movements. In the second and third quarters of the twentieth
century, state socialism proved an effective form of state sponsored growth
and modernisation for developing countries. Later, its underlying political,
organisational and ideological foundations no longer responded effectively
to the conditions of twenty-first-century global capitalism.

Social democracy in Western Europe provided a political shell for a
state-led recovery from the devastation of the Second World War and social
support for the population in the form of a welfare state. By the final quarter
of the twentieth century, the factory-based proletariat had moved from the
industrialised North to the global South. Globalised capitalism mutated
into a more developed and complex form that weakened socialist political
challenges. In the developed Western societies, the work force became
more heterogeneous both occupationally and socially; national trade-union
movements and national social democratic parties shrunk like plants without
water. The Western working class has become assimilated into consumer
capitalism; an acquisitive individualism replaces class identity.
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Twenty-first-century capitalism possesses an asymmetric form of class
consciousness: a strong awareness of class identity and organisation by the
capitalist class, though with dual global or national frames of reference,
whereas the middle and lower non-manual and manual classes have dwindling
levels of organisation and self-awareness and consequently present a weak
challenge to capitalism.® Politics is shaped by neoliberalism (as a social and
economic theory) and globalisation (technological processes which compress
time and space). The rules of national politics are increasingly shaped by global
political institutions such as the International Monetary Fund, the World
Bank, the World Trade Organization and, to a lesser extent, by the United
Nations. Global politicians and officials from international and regional
organisations enforce global norms, which are legitimated and propagated
respectively by think tanks, global civil society associations and the mass
media. But there are countervailing tendencies presented by rising states
and articulated by Russia and China.

Concurrently, transnational financial and non-financial corporations
undermine national capitalisms. But not completely, as political institutions
(political parties, electoral procedures) and political identities continue in
an attenuated form within a national shell. Citizenship, giving national
democratic rights, is determined by states — not conferred by global actors.
The dilemma presented by globalisation is that economic decisions are
increasingly framed and implemented at international levels while political
parties, which articulate citizens’ interests, remain at the national level. States,
even if weakened, remain important entities. They protect and enforce
property rights, levy enormous amounts of taxes, have a monopoly over the
ownership and use of heavy lethal weapons, and declare war.

The interconnectedness of politics and economics, concurrent with the
hegemonic role of the US, have made the capture of state power by anti-
neoliberal movements not only more problematic but, even when achieved,
less effective. With the exception of the dominant world powers, capturing
the state leads to the possession of a half-empty shell. Countervailing powers
may arise, such as Brexit, but the national political base for any form of
alternative to globalised capitalism is restricted. Brexit called for a different
more regulated national form of globalisation, not its transformation. Though
subject to national laws in host countries, transnational corporations (TINCs)
are not acquiescent to national political control and are very difficult for
some, and impossible for most, national governments to regulate. The
military/political/ideological actions of the hegemonic capitalist states (led
by the USA) strongly oppose socialist or nationalist challenges for political
power; and the dominant world powers can harness civil society forces to

®  Mann, The Sources of Social Power, p 414.
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defeat opponents through ‘democracy promotion’. Democracies, defined
in neoliberal terms, confront autocracies, defined in other terms. Counter
ideologies — socialism, communism, fascism, ‘populism’ and Islam — have
become sidelined and even suppressed in the core states of the international
system. It is as though the population, through socialisation, has been
subjected to some form of mass herd immunity to alien ideas, only to surface
occasionally through disaffected protest groups.

Mechanisms and movements for social change

‘What then are the mechanisms and movements for social change? Two major
approaches have been outlined in previous chapters. First, the belief that the
capitalist or industrial system through its own contradictions or developments
mutates into a new mode of production or social order. Second, that human
beings, despite the difficulties noted previously, through conscious efforts
and political leadership can create alternative forms of globalisation or
capitalism, or more radically transform global capitalism to something else.
A third alternative is presented by state-controlled economic formations
located outside the core capitalist societies in the rising semi-core of states
led by China.

Self-destructive tendencies, or a metamorphosis, in capitalism, have a
long history. Friedrich Engels contended that ‘“The universality towards
which [capitalism] is perpetually driving finds limitations in its own nature,
which at a certain stage of its development will make it appear as itself the
greatest barrier to this tendency, leading thus to its own self-destruction’.”
This conclusion is shared, but for different reasons, by other twentieth-
century critics. J.K. Galbraith and Joseph Schumpeter contended that the
development of industrial society would lead to the rise of a technologically
based class structure and the growth of the state thus diminishing the
bourgeois class and its propensity for entrepreneurship. These approaches
envisaged systemic developments, which would lead eventually to the
disintegration of liberal capitalism and its replacement by statist forms of
capitalism or a shift to a new mode of production, socialism.

Twentieth-century socialists, following Engels, saw the causes of
capitalism’s collapse arising not from developments in ‘industrial society’
but from the economic exploitation of labour which led, on the one side,
to overproduction and a falling rate of profit® and, on the other side, to

7 Karl Marx, Grundrisse, The rise and downfall of capitalism, in David McLellan (Ed),
Karl Marx, Selected Writings. Oxtord: Oxtord University Press, 1977, p 364.

8 This is demonstrated by writers in G. Carchedi and Michael Roberts, World in Crisis.
London: Haymarket Books, 2018.
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growing unemployment and poverty. The prospect of economic abundance
given by the advanced form of technology would foment a revolution,
and state planning would replace the anarchy of competition. Echoes
of these positions currently are heard in the voices of Nick Srnicek and
Alex Williams, who foresee a future industrial society with an abundance
of production predicated on high-level technology and a post-industrial
workforce. Sergei Bodrunov goes even further by suggesting that the higher
levels of production will lead to the transcendence of market relations as
economic abundance increases under conditions of a new industrial society.”
The vision here is the advent of Fully Automated Luxury Communism
(discussed in Chapter 11). These are optimistic approaches that envisage an
emancipatory positive form of post-capitalist modernity. They are limited,
however, to the advanced countries and will require political action to put
them into effect.

A social autonomy approach, discussed in Chapter 12, is one reaction
to the harmful tendencies of global neoliberalism. It involves a retreat
from an urban-industrial social order, an exit from global capitalism, to
selt-sufficient communities. The proposal here is for the formation of
autonomous economic and political formations and some advocate the
creation of a new ecological civilisation. The autonomist prefigurative
proposals (for the development of alternative networks of communities
operating in parallel to, and gradually replacing, globalised capitalist
society) remain a long-term strategy. Contemporary societies can certainly
promote spaces for those who wish to live outside the capitalist market.
Such proposals, however, do not amount to a replacement of the system
of liberal capitalism — they form islands within it, and islands, surrounded
by hostile seas, can easily become cut oft from the mainland.

Socially autonomous economies can fill ‘the cracks’in modern industrial
and post-industrial societies, but they cannot displace them. The proposed
autonomous economies are dependent on developed economies providing
commodities (electricity, tools, materials) and services (healthcare, education,
communications) without which life would be precarious. While they
mitigate some of the malfunctions of modern society, they lack the
technological base to service the kind of society that most people in the
post-industrial societies expect. In the environmental sphere, allowing only
subsistence emissions and curbing luxury ones would require a move to
austerity policies in the advanced countries which would be widely resisted.
Moreover, people in developing countries also aspire to the consumer society

? S.D. Bodrunov, Prospects of transition to a new model for socioeconomic system
organisation (noonomy). Global Journal of Human-Social Sciences, 19:11, Version 1.0 (2019),

pp 1-11.
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of the post-industrial stage. A non-growth world economy is not a viable
political position.

Antonio Negri and Michael Hardt' move significantly away from
the traditional Marxist class conflict framework. Their argument is
predicated on what they consider to be the ways that post-industrial
capitalism is creating ‘forms of cooperation’ that are emerging from the
production process and establishing a ‘new mode of production’. They
advance the idea of the ‘multitude’ having the capacity of a ‘political
entrepreneur’’ (see Chapter 11). They contend that social forces in
the shape of the human ‘multitude’ are able to act as a real democracy.
This is a heterogeneous formation containing modern elements as well
as those of previous forms of production.'” The approach is a return to
the idea that capitalism is subject to an economic metamorphosis, rather
than to the leadership of a socialist revolutionary or reformist political
party. Any realistic and effective alternative, I contend, can only emerge
through actions at a state level (either through singular governments or in
concert with others). Changes in the level of productive forces create the
conditions for a metamorphosis but collective human action is necessary
to bring it about.

In contrast, state-controlled capitalism (epitomised by China discussed
in Chapter 15) presents a viable economic alternative as a developmental
model. It retains market forms of economic coordination on a nation state
basis, and concurrently market relations are subject to state control under the
hegemonic communist party. While the system of ‘socialism with Chinese
characteristics’ has been effective for societies moving from pre-capitalist
economies, it does not present itself and is not proposed as a model for
present advanced neoliberal economies, which have different histories,
political cultures, and structures. The model of state-controlled capitalism,
however, could be adapted by many countries.

While the alternatives considered in this book have positive qualities,
they all have shortcomings. My own proposal, outlined later, is that
political and economic policy should move in the direction of regulated
market socialism. I suggest a state led hybrid system of public and private
ownership, combining the advantages of economic planning at the macro
level with market relationships in the retail sectors. The objectives are to
satisty individual needs and public well-being through the promotion of full
employment of capital and labour.

10

Hardt and Negri, Empire and Assembly.
""" Hardt and Negri, Assembly, p 280.
2 Hardt and Negri, Assembly, p 145, p 144.
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Regulated market socialism

Regulated market socialism delivers a minimalist answer to the problem
of the transition to socialism. Proposals for regulated market socialism
entail the elimination of excessive unearned personal wealth. Twentieth-
century advocates of public ownership, such as Oskar Lange, feared that
nationalisation, in depriving some citizen of their private wealth, would
fuel public discord, and he predicted consequences of ‘financial panic and
economic collapse’.”” The October Revolution in Russia led to civil war
and protracted internal civil conflict and repression, which have blighted the
socialist cause. These adverse consequences have to be avoided and need not
occur. A major objective of policies in the transitional period is to prevent
civil war. Traditional revolution in the sense of violent state capture is ruled
out. Unlike in the former communist systems and contemporary China, the
competitive electoral system would not be dismantled; civil society would
remain pluralistic. Forms of electoral competition would continue giving
citizens the opportunity to modify, even reverse, the changes. As electoral
democracy is not threatened, opposition to the installation of a ‘totalitarianism’
society would be disarmed. Practices of democratic participation could be
widened to include employee participation in economic enterprises. Such
proposals have the great advantage that a transition could take effect within
the existing political framework, it would preserve economic and political
stability and have immediate positive effects.

Unlike market socialist models discussed in Chapter 5, regulated market
socialism would be predicated on a national state-led plan. Modern state
economic planning should not be equated with earlier Soviet planning. The
economic and social conditions of Soviet planning, the political framework
that emerged from the October Revolution, are alien worlds to modern
Western post-industrial societies. With the development of technology and
artificial intelligence, one can envisage an economy of potential abundance
with a short working day. Computers can simulate demand and reduce the
detailed administrative calculations needed for the coordination of earlier
state plans. Such conditions further a transition to socialism. Politically, a
dominant stratum of the current capitalist class would lose its wealth creating
assets. The property of large financial and non-financial corporations could
be gradually transferred to collective ownership. Consequently, state control
over the use of economic surplus would transform capitalism. Sectors of
the economy formed by small and medium enterprises would continue in
private hands. Any movement to socialism in the present hegemonic capitalist

3 O. Lange, On the economic theory of socialism: Part two. The Review of Economic Studies,

4:2 (February 1937), pp 123—42, quotation p 134.
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countries would accept many of the norms which sustain capitalism — some
‘capitalist characteristics’ would have to be retained.

James Yunker'* has by far the best worked out economic prospectus, which
is closely attuned to conditions found currently in the advanced Western
countries. It is important not to threaten citizens who have hard-earned
savings or have built up (or intend to create) small- and medium-sized
businesses; initiative and innovation have to be encouraged and rewarded.
Nationalisation of property would be limited to assets that create illegitimate
social privileges to the detriment of the great majority or to wealth that
presents an obstacle to economic progress. The accumulated wealth of
families derived from lifetime labour would be preserved. The objective is
to create a political and social base of support for the transter of ownership
and control of corporate private property. It would allow, even encourage,
the use of economic surplus which furthers economic development (for
example, ‘green’ technology) but would limit and control levels of economic
exploitation. Profits in the private sector would continue to be subject to
taxation as they are under competitive capitalism. For companies that are
transferred to public ownership, appropriate compensation could take the
form of bonds, on which interest would be paid from future earnings of the
company. The overwhelming majority of the population would not be under
any threat of being dispossessed of their personal possessions. Corporations
to be nationalised would have immediate benefit to the public. The structure
of proposed Regulated Market Socialism is summarised in Appendix 16B.

Though most invention currently takes place in private or corporate
institutions, a place remains for capitalist entrepreneurs, and earned
income would not be threatened, though economic rents and gains from
speculation would be severely curtailed. The petty-bourgeoisie — owners of
small and medium business, the legal, health, accounting, theatre/sporting/
music and teaching professions, and the clergy — would continue. Public
ownership would be introduced gradually. Companies that fail the public
and are clearly lacking in public responsibility would be taken into public
ownership. Banking and currency exchange, energy, natural resources,
armaments’ industries, and public transport would be prime candidates for
public ownership. In redistributing the wealth of the top stratum of the
landed and capitalist classes, democracy is improved, its scope enlarged,
and society is more equitable and participatory. Such a strategy is likely
to appeal to the sentiments and dispositions of people who have been
socialised into believing that democracy, creativity and self-improvement have

14

See particularly James A. Yunker, Socialism Revised and Modernized: The Case for Pragmatic
Market Socialism. New York: Praeger, 1992; James A. Yunker, On the Political Economy of
Market Socialism, Aldershot: Ashgate, 2001.
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merits. Inherited wealth, other than personal possessions, would be under
threat. The British monarchy would lose its rights to inherited wealth,"
though the ceremonial and representative functions could continue as paid
employment — should this be required. The economic moral order of self-
motivating individualism is retained and the political order of democracy
is extended to include participation in work institutions (economic
democracy). Socialist democracy would command the high moral ground.
A key to future development is the level and type of investment. Currently,
investors often find it more profitable to speculate in money markets than
to invest in the uncertainties and often lower returns of the real economy.
The state would channel direct investment according to a long-term plan,
taking account of social costs, technological and service developments,
geographical location and the need to maintain a full employment economy.
Re-industrialisation, if required, would receive government financial
backing. Planning at the macro level linked to markets at the micro level leads
to a hybrid form of economic coordination — regulated market socialism.
The form of regulated market socialism I have outlined is intended to
move in the direction of socialism within capitalist market societies with
established party-based electoral political systems. The objective would be
to provide greater economic stability and sustainable development and to
utilise production for public use, rather than private gain. However, the
profit motivation for medium and small firms and concurrent economic
rewards would coexist with policies to promote greater equality of income
and life conditions. The social and moral order would be more collectivist
and predicated on meeting human needs. Distribution of retail products and
services (from the public and private sector) would be coordinated by the
market. High levels of consumption would be driven by needs rather than
artificially inflated wants. Opposition parties would continue and, as under
current conditions, would function within the law. Economic strategy would
be grounded on a coherent developmental policy, with economic democracy.

Re-evaluating the planning mechanism

In the late twentieth century, when the success of planned economies was in
question, proposals for reform entailed a shift to free economic markets in
the socialist countries. The tide has turned. In the twenty-first century, the

15

Currently, the monarchy is not legally liable to pay income tax, capital gains tax or
inheritance tax. The value of the crown’s estate is estimated at £15.2 billion, and in
2021, the revenue received by the Queen is estimated at /22 million. Data cited by
Daniel Boftey, The Guardian (London) 14 September 2022. The royal residences include
Buckingham Palace, Windsor Castle, Sandringham, Balmoral (in Scotland), Highgrove
and Llwynywermod (in Wales).
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de-development experienced in the post-socialist societies, and the regular
crises of liberal market capitalism have cast doubt on the efficacy of neoliberal
market processes. The economics of the capitalist monetary system in the
twenty-first century is grounded on speculation that has been exacerbated
by the privatisation of public assets. Attention must turn to reconsider the
critiques made earlier in this book of state planning.

The assertion that state planners are prone to corruption is not limited
to socialist planning as levels of corruption and fraud exist in capitalist
market societies where armies of accountants are required to check (not
always successfully) company accounts. Private companies also engage in
the promotion of economic rents (excessive profits), unjustifiably large
executive salaries, and bribery to obtain contracts — deceiving shareholders
and cheating consumers. Another impediment, levelled at state planning,
is that bureaucratically managed enterprises will not promote invention;
without private property there is an absence of a propensity to innovate.
This view, however, is highly contested. The socialist states had relatively
low quantitative budget levels for research, though planning enabled available
funds to be channelled without undue duplication into priority investment
areas. The USSR had some remarkable successes in military equipment
production — tanks, rockets and fighter planes, as well as optics and sports’
science, space exploration and nuclear engineering. The post-reform Chinese
system has had notable successes with state sponsored innovation. Moreover,
not all capitalist market economies are able to innovate. The UK, for example,
in the late twentieth century, lost most of its capacity for manufacturing
due to the uncompetitiveness of its products. The post-communist states,
notably Russia and Ukraine, have had less investment and innovation under
the market than they had under the planned Soviet system. Hence something
more than private ownership and a free market is needed to explain the
success and/or failure of states to innovate.

States even in market economies invest heavily in long-term high-
risk projects which the private sector finds too risky to support. State
bureaucracies under capitalism promote innovation (in universities and state
sponsored companies, such as Airbus) and are major contributors to research.
The image of the independent private entrepreneur—inventor, which informs
much thinking of neoliberal writers has been replaced by highly organised
research teams and corporations with huge research budgets. A socialist
planned system has advantages.'® There is no monopoly over inventions
whereas, under capitalism, patenting accrues rights to owners who limit
copying to maintain the source of profits. There is no disadvantage under

' For an overview see: David Kotz, Socialism and innovation. Science and Society, 66:1

(Spring 2002), pp 94-108.
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socialism to pursue research to aid the development of public goods — rather
than profitable market products. The absence of private monopolies enables
a socialist planned system to make commodities (such as new medicines)
universally available and cheap.

The widely accepted critique of state planning made by neoliberal economists
1s that the planning system could not possibly calculate prices and coordinate
efficiently supply and demand. The conclusion they drawn is that, even if
the positive points made about planned economies are true, it is practically
impossible to plan a modern economy, and the results of such ‘planning’ will
be faulty. While in the 1950s, this objection had substance, it is no longer valid.
Critics of the feasibility of planning could not have been aware of the speed
and accuracy of computers, which now can effectively calculate prices that
equilibrate demand and supply, thus replacing the need for a market."” Advances
in information technology have solved many of the technical problems involved
in national planning.

The application of computers to solve the calculation of optimum prices
has been developed by Paul Cockshott and Allin Cottrell." They confront
the pessimistic conclusions not only of Frederich von Hayek but also of Alec
Nove (an economist specialising on the Soviet Union). Nove noted that the
Soviet economy included 12 million distinct types of products which, he
claimed, defied rational administrative calculation in a state plan. However,
Cockshott and Cottrell point out that modern Fujitsu or Hitachi computers
are capable of performing some 200 million arithmetic operations per second
when working on large volumes of data. They consider that by using the
approach of ‘successive approximation’ the problem raised by Nove could
be solved ‘in a few minutes’ rather than in years as previously thought."”
Edinburgh University, even in 1993, had a machine with a capacity of
10,000 million instructions per second. Leigh Phillips and Michal R ozworski
have pointed out that Walmart, a company whose production is equal to
the GDP of Sweden, is planned, efficient, and successful.*’ Such companies
are islands of planning in a market economy ocean. They heed demand for
their products and organise their internal processes to produce thousands of
products and services at a definite time, based on estimated quantities and
prices of components. Modern computing capacity, such as bar coding of
commodities and universal bar codes, has transtormed the practical operations

See Sorg, Failing to plan is planning to fail.

¥ Cockshott and Cottrell, Towards a New Socialism; Mark Jablonowski, Markets on a
(computer) chip? New perspectives on economic calculation. Science and Society, 75:3
(July 2011), pp 400-418.

" Cockshott and Cottrell, Towards a New Socialism. See p 55, pp 57-8.

20" Phillips and Rozworski, The People’s Republic of Walmart, p 29.

296



REGULATED MARKET SOCIALISM

of economic planning.”’ With 1 million products, labour values could be
revised (through bar coding and product codes) every 20 minutes.”> Even
greater speed and flexibility of later computational regimes are claimed by
Mark Jablonowski, which enhance both ‘feasibility and realism’.*

[ am not suggesting that regulated market socialism should involve a
detailed plan for all commodities and services. Planning could adopt more
decentralised and indicative forms. In the state-owned sector, there could be
a long-term plan that co-exists with market relationships. The combination
of state ownership of strategic sectors and control over the economic
mechanism regulate the amount of surplus and limit profit. The state,
through the control of bank credit, determines the amount of and sectors for
investment; it also monitors the levels of investment in the private sector. The
state prioritises socialist objectives of services and products, the distribution
between present and future needs and the balance between security and
welfare, while the private sector satisfies the needs of a consumer society.
High levels of household consumption would be maintained. A return to
greater regional self-sufficiency for many supplies of non-capital goods and
services (food, repairs, clothing, building materials, personal services) could
inform government environmental policy. The objective of planning would
be to provide a variety and dispersion of economic activities within national
economic regions. Environmentally friendly policies could be built into the
planning process.

Here is the challenge: the idea of a market socialist state must capture the
public imagination. The image could move from a ‘welfare state’ to a ‘social
state’ that supports the wider social needs of citizens: security in employment,
a minimum income, as well as provision for happiness, health, old age and
education. The expectations of people for the provision of ample goods and
services have to be fulfilled and individualistic innovation in arts and business
would be supported. The rising level of technology, the increasing abundance
of output conjoined with decreasing demand for labour call for greater state
regulation to reduce the length of the working day and the provision of a
universal basic income. With the rise in gross national product (GNP), the
objective would be to take goods and services out of the price system, to
provide services free at the point of use. The production of use value would
play a greater role in the economy and exchange value less: for example,
the de-commodification of health and education, and local government
authorities would be able to expand their provision of economic, cultural,
sporting and leisure activities. Such a ‘social state’ would provide a vision

21 See also Evgeny Morozov, Digital socialism?. New Left Review. 116—117 (2019), pp 33-67.
2 Cockshott and Cottrell, Towards a New Socialism, p 59.
% Jablonowski, Markets on a (computer) chip?, p 403.
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of a post-capitalist socialist political and moral order — without losing the
gratifications of a consumer society.

Changing the structures and obligations of economic
corporations

Not all economic enterprises would be publicly owned. Nationalisation
would take place gradually. Moreover, private and state corporations would
be required legally to fulfil social and economic obligations in addition
to their objective of making a surplus. Regulated market socialism could
promote reforms in the structures and obligations of companies. State-owned
and private corporations could be required to fulfil obligations of social
responsibility to all their stakeholders, rather than prioritising profits for
shareholders. Such proposals have been articulated by the ‘Better Business Act
Campaign’, which seeks to change the UK Companies’ Act to define ‘the
purpose of a company ... to benefit its members as a whole, whilst operating
in a manner that also ... benefits wider society and the environment’.**

Private and public corporations could be licensed and their roles defined
in charters. Before the twentieth century, British companies were licensed
to perform particular tasks and their charters initially had a limited duration
(15 years for the East India Company of London) which, if fulfilled, could be
renewed.” The articles of company charters would be revised to specify their
economic and social obligations with regular review of their performance.*
Laws would prescribe the wider responsibilities of companies including
the recognition of social costs. Here I follow the criteria suggested by Will
Hutton. Governments would recognise that public interest and shareholders’
interests do not always coincide. The renewal of company charters would be
subject to the realisation of their economic goals as well as to compliance with
their public responsibilities. As Hutton points out, many of the regulations
are currently in place, but not enforced by governments, consequently British
industry and public well-being suffer.

In the private sector, the criteria for private mergers would be defined
by stakeholders not by financial interests. Stake holders (national and local
government bodies, employee representatives) would join shareholders and
directors on the boards of large companies. In 2014, over 41 per cent of
the shares of British companies were held overseas, ‘typically by a global

* Reported in Financial Times (London), Moral Money, 23 April 2022.

» W. Dalrymple, The Anarchy: The Relentless Rise of the East India Company.
London: Bloomsbury, 2019. In practice, they were renewed, the principle is important
in giving effective control over corporations.

% Hutton, How Good We Can Be.
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asset-management group ... [A] significant part of their shareholder base
is held by global asset managers supported by a vast network of supportive
intermediaries and agents all taking fees and commissions’.”” Changes in
company law enacted by a government working within a planning framework
could promote companies as ‘value creators rather than rent extractors’.”
Some public companies could take the form of mutual associations. Major
commercialised sports companies (previously known as clubs), for example,
would be prime candidates for mutualisation involving participation on the
boards by their employees, club members (supporters) and shareholders as
well as local authorities where they are located. Such changes would have
significant implications for the composition of national sports governing
bodies and would reverse the excessive commercialisation of sport.

Obstacles to socialist measures

Significant reforms along the lines suggested in this chapter, if introduced
at the right times, would require electoral support which would be essential
if regulated market socialist policies are to be successtully instituted. The
legitimacy of corporate capital is widely questioned and its unpopularity has
been particularly evident in the aftermath of the financial crisis beginning
in 2007 and during the energy prices crisis in 2022. Socialist reformers
would look to support not only from the traditional constituency of the
working class but also from the petty bourgeoisie and professional classes
(particularly in state employment — the health services, social care and
education). Securing public support is crucial and necessary to disarm those
who propose that socialism involves dictatorship. One has to emphasise the
point made by Karl Kautsky: you can have democracy without socialism,
but you cannot have socialism without democracy.”” Bureaucratic measures
and negative attitudes by government officials are not without foundation
and ways of extending eftective democratic participation and control over
bureaucratic management have to be implemented. Government officials
have to consider themselves servants of citizens, not masters of the public.

The state remains a legitimate instrument to bring about significant
system change. Unlike in polities (such as the EU and the USA) where the
legislature is subject to legal constraints, the UK Parliament can legally bring
private assets into public ownership. But such initiatives would undoubtedly

¥ Hutton, How Good We Can Be, pp 138-9.

% Hutton, How Good We Can Be, p 141.

# Karl Kautsky, The Dictatorship of the Proletariat. Vienna: National Labour Press, 1918.
Available at: https://rowlandpasaribu.files.wordpress.com/2013/09/karl-kautsky-the-dicta
torship-of-the-proletariat.pdf
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face legal and political hurdles. The division of powers and the rule of law
are devised to prevent governments from carrying out ‘populist’ policies,
even if they have electoral support. Nationalisation of property would be
challenged as undermining individual property rights. Constraints operating
through international agreements binding on states are a serious problem
(for example, agreements such as The Transatlantic Trade and Investment
Partnership, TTIP). Transnational and foreign ownership of economic
corporations would pose a substantial hurdle. The ‘rules based international
order’, however, even in capitalist countries, is subject to state intervention.
During the Russian invasion of Ukraine, for example, the foreign assets of
Russian owners were ‘frozen’ and some seized by Western states — even
though there was no state of war — and their owners, ‘oligarchs’, were not
charged with any criminal or financial offence. In the transition to state-
controlled market socialism, assets would be legally transferred from private
to state ownership.

A major obstacle to establish public ownership and to strengthen socialist
coordinating powers of the state has been the influence of the media in the
formation of public opinion. The corporately owned mass media, deeply
embedded in established capitalist countries, socialise people to be critical
of, even hostile to, moves for collective ownership. There has developed a
deep-seated negative political immunity to socialist proposals and policies.
Whereas people are positive about the collective provision of education
and health services, in other areas, the state is often regarded as a negative
oppressive political force. The proposals in this chapter promote collective
control by stakeholders of media corporations which would act to promote
the public interest.

Making the transition

In earlier chapters, we noted the significant decline of European socialist and
social democratic parties. Despite the weakening of contemporary capitalism
following the financial crisis of 2007, turning policy proposals, such as
those discussed earlier, into an electoral political programme promoted by
any major political party, would require major changes in political culture.
The leaders of social democratic parties, fearing electoral defeat, have relied
on personality politics and have neither proposed nor sought alternative
policies even during capitalist crises (noted in Chapter 6). Prominent writers
sympathetic to the socialist cause are pessimistic about the possibility of a
move to socialism. David Schweickart opined that ‘there is no evidence

. of any movement to nationalise our established corporations’.” David

3 Schweickart, Against Capitalism, p 323. Ttalics in original.
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Miller acknowledged that owners and top managers would lose out’ and he
had doubts about the possibility of ‘ballot box socialism’.** Such sentiments
have continued into the twenty-first century. The economic crisis of
2007 and the energy price hikes in 2022, however, have led to widespread
public criticism of institutions in the financial system that have privatised
profits and socialised losses. The state became the saviour of capitalism —
at great public cost. There was no public outcry in the USA and the UK
against nationalisation, which saved corporations in the financial sector.
The privatisation of transport, public utilities (in the UK — gas, electricity,
railways, water, post and telecommunications) has led to higher prices and
the subsequent diversion of revenue to profits. During the significant price
rises of fuel in 2022, Michael Roberts has calculated that in the first six
months of 2022, the top energy companies (Shell, ExxonMobil, Chevron
and others) made a profit of $100 billion.”” As Roberts points out, political
discourse dwells on how to relieve, or to avoid, the price rises. In the UK,
only the trade Union Congress proposed to nationalise the retail sector — but
not the major energy companies.

While critics are correct to suggest that there is not a ‘movement’ in the
UK and other European countries in support of collective ownership, there
is ample public opinion survey data showing significant public backing
for selective state ownership. A YouGov poll conducted in May 2017
asked a sample of British electors whether or not they approved of various
British companies and economic sectors being ‘nationalised and run in the
public sector or being run by private companies’. The results are shown in
Table 16.1." The first column shows those positive towards public ownership.

The first column shows overwhelming support for the public
sector running the National Health Service, the British Broadcasting
Corporation, the Royal Mail, the railways, water companies and (though
to a lesser degree) energy and bus companies. However, one must be
cautious about the extent of public support for comprehensive public
ownership. This is indicated by the considerable backing for privatised air
travel, telephone and internet suppliers and banks. No doubt the positive
effects of companies in air transport (such as Ryanair), with 68 per cent of
respondents being in favour of private ownership, is due to cheap public
travel. Even energy companies received the backing of 31 per cent of

' Miller, Market, State and Community, p 336. Management would not be subject to the

personal wishes of owners, however.
2 Miller, Market, State and Community, p 323.
Energy, cost of living and recession — Michael Roberts Blog (wordpress.com)
See also similar findings for 8-9 May 2014. Available at https://yougov.co.uk/topics/
politics/survey-results
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Table 16.1: Public opinion on private and public ownership, 2017

Public sector Private sector Don’t know

National

Health service 84 5 10
Royal Mail 65 21 14
Railways 60 25 15
Energy companies 53 31 16
Telephone and internet 30 53 17
Airlines 14 68 16
Water 59 25 16
Bus companies 50 35 15
Banks 28 53 18
BBC 58 25 17
Schools 81 6 13

Question asked: ‘Do you think the following should be nationalised and run in the public
sector, or privatised and run by private companies?’

Note: Percentage of respondents favouring public or private ownership for the sector.

Source: YouGov Survey. Poll of 1936 Great Britain adults conducted on 17-18 May 2017.

the respondents, though this number dropped in 2022 as a consequence
of excessive company profits. A UK poll by Survation conducted in
July—August 2022, asking ‘Do you think the following should be run in
the private or public sector?’ found overwhelming support for the public
sector for the following: water 69 per cent, buses 65 per cent, railways
67 per cent, National Health Service 78 per cent, energy 66 per cent,
Royal Mail 68 per cent.” These findings remind us that an alternative
system could be set up with substantial and widely based social support
for the measures proposed. The excessive executive salaries associated with
market competition and the distortions caused by the enormous wealth
of speculators have led to widespread public disapproval.

Nationalisation need not have significantly disruptive effects which
might lead to electoral defeat. Public control can be extended initially to
companies that fail due to mismanagement and to those that indulge in
excessive profit making. In the UK, financial companies and public utilities
could be taken into public ownership with wide public backing. It is during

% Survation (London). Available at: https://www.survation.com/new-poll-public-stron

gly-backing-public-ownership-of-energy-and-key-utilities
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periods of economic failure or crisis that alternative policies are likely to
find political support.

Writers who declare that the end of human civilisation looks more
likely than the end of capitalism are unduly pessimistic. Socialism could,
under the right circumstances, gather considerable appeal — even in
the USA, where Gallup polls show that ‘socialism’ has been regarded
‘positively’ by 38 per cent and 40 per cent of respondents in 2010 and 2021
respectively. However, ‘free enterprise’ had a ‘positive image’ for 84 per
cent of respondents. Bearing these figures in mind, any path to socialism
must recognise the cultural and political context. In 2021, 65 per cent of
respondents with Democratic Party (US) ‘leanings’ had a positive image
of socialism.” ‘Socialist” policies (such as public healthcare) are widely
favoured. Selected nationalisation would not be an electoral liability. The
success of the Scottish Nationalist Party in preserving welfare services in
the face of austerity programmes gives confidence that such policies can
rely on considerable electoral support.

Political parties as movers of socialism are not a lost cause. The appeal
of Jeremy Corbyn’s policies (in the 2017 election Labour won 40 per cent
of votes cast — see Chapter 7) and the success of Bernie Sanders in the
2016 US presidential campaign is evidence of such backing. ‘The greed,
recklessness, and illegal behavior of major Wall Street firms plunged this
country into the worst financial crisis since the 1930s’, Sanders wrote in
his Agenda for America (a set of 12 economic policies). He has supported
the establishment of worker-owned cooperatives and proposed workers’
self~-management’ and public ownership.”” Sanders’s presidential campaign
and policy were reformist calling for significant reforms within the capitalist
system. While Sanders might well espouse such views as a candidate,
implementation is another question. Moving such proposals to Party
Manifestos binding on leaders faces opposition even from Party supporters.
However, without political organisation, sentiments will never turn into
political achievements.

A more fundamental obstacle to socialism is the widespread belief that
market rewards reflect what people believe they truly deserve — at least for

% https://news.gallup.com/poll/357755/socialism-capitalism-ratings-unchanged.aspxother

¥ ‘Ibelieve that, in the long run, major industries in this state and nation should be publicly
owned and controlled by the workers themselves. ‘Democracy means public ownership
of the major means of production, it means decentralization, it means involving people
in their work. Rather than having bosses and workers it means having democratic control
over the factories and shops to as great a degree as you can’ Bernie Sanders taken from
entries in Wikipedia. Available at: /en.wikipedia.org/wiki/Political_positions_of Bernie_

Sanders#Employee_ownership
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those who have earned (rather than inherited) them. However persuasive
the arguments of writers such as Robert Dahl on the moral foundations
of economic democracy,™ nationalisation has been unable to command
enduring support. My proposal is that ‘market rewards’, for those who
really earn them, have to remain in place and, concurrently, socialists have
to promote socialist policies to influence the public’s consciousness. My
conclusion is to retain much of the culture of consumerism. The form of
socialism will bear the imprint of its origin: ‘socialism with American or
British characteristics’.

Regulated market socialism has many contradictions that stem from its
hybrid economic forms. Autonomous enterprises in the private sector,
competing through markets, seek profits to provide for investment and also
as a ‘reward for enterprise’. The danger is that the market components will
stimulate the approval of capitalistic features that are antithetical to socialism.
People become motivated to strive for mercenary ends — for accumulation
and speculation. The market is a form of social control — it identifies the
goods and services people have and should have. It generates the criteria for
individual success and status. It defines the capitalist economic order as natural
and moral. To prevent negative outcomes, competition and the market have
to be contained within the regulatory framework of an economic plan.
Regulated market socialism, if adopted, would be a positive achievement in
terms of the reallocation and redistribution of assets and income. It would
change for the better the nature of the moral and social order.

The international dimension

Any market socialist alternative has to be contextualised in the framework
of a global economy and developments in international relations are outside
the framework of this book. A potent criticism of a move to regulated
market socialism is that even if endorsed democratically and adopted by
a government, it will not happen because foreign interests will stop it.
Transnational corporations, if confronted with nationalisation, would
not meekly ‘surrender’ the ownership of their assets. Hegemonic states
would intervene in support of corporations registered in their countries.
Intervention in Cuba, Venezuela, Bolivia and Chile illustrate previous forms
of opposition. Such interests are embedded in the international structures
that limit states’ abilities to serve their citizens. However, we are considering
here a transition in the advanced capitalist states under conditions of electoral
competition and compensation for shareholders. Contemporary capitalism

% Robert A. Dahl, A Preface to Economic Democracy. Berkeley: University of California
Press, 1985.
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lost the high moral ground of the sanctity of private property when the assets
of Russian ‘oligarchs’ were ‘frozen’, forcibly sold and some were confiscated
during the Russian invasion of Ukraine in 2022.%” The effects of sanctions
have significantlylimited the free low of information and stifled criticism
of Western governments.

The Western core of capitalist countries led by the USA is no longer an
unchallenged leader of a unipolar world. It is faced by a rising semi-core of
states headed by China, as discussed earlier in Chapter 10. The One Belt
One Road initiative and the rise of the Eurasian Economic Union and
closer association of the BRICS present an alternative source of economic
and political power distinct from the core Western powers led by the USA.
Chinese corporations are significant players in the world economy. The
Chinese-sponsored Developmental Bank already provides financial support
related to its One Belt One Road programme.

Something like a ‘Beijing consensus’’ could replace the “Washington
consensus’ and provide the basis for a more pluralist and multi-polar world.
Under this scenario, an alternative ‘capitalism with socialist characteristics’
could not easily be suppressed by a hegemonic capitalist bloc.” The open
globalisation of the early twenty-first century could be replaced by a
more limited regionally based form of internationalisation. The idea of a
‘developmental peace’ which promotes economic and social development,
irrespective of the political ideology and structure of states, is a possible
alternative foreign policy option for countervailing powers. If adopted, it
would avoid the negative consequences of Western democracy promotion.
However, a word of caution. One must avoid substituting an Asian
Eastphalian ‘developmental peace’ panacea for a Western ‘democratic peace’.
The rise of a competing bloc of states, formed from the BRICS, the Eurasian
Economic Association and other states (such as Venezuela, Cuba) and led
by China, might well exacerbate tensions with the capitalist economic core

headed by the USA.

¥ The British (Conservative) government was considering the seizure of the assets of Russian

oligarchs ‘without the need to pay them compensation’. Financial Times (London) 3 March
2022.The application of sanctions on Russian firms and people in Western states made
their businesses impossible to continue.
#° This is not the policy position of the Chinese government, though some of its statements
are in line with it. The ideas are attributed to Joshua Cooper Ramo, The Beijing Consensus.
London: Foreign Policy Centre, 2004.
This is not the policy position of the Chinese government, though some of its statements

are in line with it. The ideas are attributed to Ramo, The Beijing Consensus.
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Conclusion

The proposals in this chapter mark a path away from liberal capitalism.
A democratically controlled socialist state could provide a hierarchical
framework ordered by a national plan, within which economic markets
operate. Christopher Pierson has contended that ‘The market is
indispensable ... as the least bad form of organisation under prevailing
conditions’.”” What were ‘prevailing conditions’ have changed, and many
of the market’s functions can be augmented or replaced by computer
simulation. In a ‘market society’, market relations predominate to shape
economic outcomes. It is quite a different matter to utilise economic markets
to realise consumer preferences in the context of a national socialist plan.
Market relations contained within a system of planning would have faults
but, I contend, these are less than the faults currently in operation under
neoliberal conditions.

The proposals here outline the steps towards regulated market socialism.
Extreme levels of inequality would be curtailed by blockage of the sources
of inherited wealth. Public ownership, taxation policies, the creation of
a full employment economy and the provision of universal basic services
would ‘level up’. Public ownership would also ‘level down’ by eliminating
the source of unearned income. One might agree with Pierson that the
major claim for market socialism is that its feasibility outweighs the loss of
the scope and purity of the idealistic socialist agenda.” And my proposals
are more than what Will Hutton defines as ‘stakeholder capitalism’.** The
state would have a comprehensive purposive planning role and would be a
major actor with considerable ownership of industrial and financial assets.
The economic plan would define the parameters of the market. As wealth
increases, so would the free supply of collective goods (health, education,
pensions, economic welfare). As technology develops, the working day
could be shortened. Such measures would result in a cumulative reduction
in surplus value, of profit for private means. An emphasis would be put on
sustainable economic development and social security — the provision of
fundamental social services, environmental sustainability, poverty reduction,
human development, and the expansion of local and regional industries.
Consumer satisfaction would not be neglected and here the market would
be important. A modern form of socialism would provide mechanisms to
evaluate social costs, particularly ecological consequences of industrialisation.

# C. Pierson, Socialism after Communism. Cambridge: Polity, 1995, p 88.
# Pierson, Socialism after Communism, p 189.
# Hutton, How Good We Can Be, p 141.
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Doubts remain about its sustainability. The values, norms and institutions
formed under capitalism might overwhelm the socialistic forms that are
suggested here. The corporate mass media present a considerable challenge.
The media, however, would be subject to conditions laid down in the
charters of broadcasting and print companies. Oligarchic control of the
media would be weakened. There would also be stakeholder participation
required by law, which would address and prevent the degeneration of the
mass media to an instrument of proprietors and their backers. Even under
benign developmental policies, countries will experience internal conflicts
consequent on processes of domination, discrimination between social
classes and between national elites and between elites and non-elites. My
contention is a modest one: regulated market socialism will be better than
anything else that has been tried.
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