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INTRODUCTION

The Argument

In recent years, we have seen the eruption of several progressive and
surprisingly radical movements, most notably Occupy, the 2016 Bernie
Sanders campaign, the Fight for Fifteen, Black Lives Matter, the People’s
Climate March, and #MeToo. Fueled by anger and hope, these movements
gave voice to a widely shared passion for radical change—not just change
in the personnel holding high positions, but change in the fundamental
structures of power and privilege.

These movements have raised important questions that challenge the
inevitability of those structures. Why is it that the Walton family alone,
heirs to the Walmart fortune, has more wealth than 40% of American
families combined, while the poorest quarter of the population have no
net wealth at all?! Why is our government so unresponsive to people’s need
for affordable healthcare and quality public education? Why are the un-
controlled gyrations of financial markets allowed to throw millions out of
their jobs and homes? Why are powerful corporate interests able to veto
global efforts to address the looming climate crisis? Why do women have
to endure discrimination, harassment, abuse, and violence at the hands of
male bosses, clients, partners, and strangers? Why do poor and minority
neighborhoods find themselves occupied by militarized police forces?

The emergence and urgency of such_questions reflect a growing
sense that we face multiple and deepening crises—in _the economy, our
workplaces, the political sphere, the natural environment, the social fabric
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and as a result, while such reforms are surely worth pursuing, they cannot
resolve our crises. If the root cause of these crises is capitalism, the solu-
tion is a more radical, democratic-socialist transformation.

Capitalism is a system of production for profit, not for people or for the
planet. Yes, over the past decades and centuries capitalism has stimulated
remarkable scientific_and_technological advances and has led to real
i"r;provements in the material conditions of many. But these improvements
are only intermittent. They are shared very unequally. And they come with
escalating social and environmental costs. Government is dependent on
the profitability of the business sector for its legitimacy and resources and
t_l’l_g}’g@,r_‘? : cannot adequately address those costs. That’s why we face a world
in crisis.

If we are to overcome these crises and create an economy for the 99 per-
cent, we need to change the way enterprises make decisions about invest-
ment, products, and work. These decisions need to be guided by the needs
of people and the planet—not just by profitability considerations. They
need to be made democratically, informed by deliberation and debate not
only at the enterprise level, but also at the regional, industrial, and na-
tional levels—not made by CEOs and boards of directors doing the bidding
of private investors. To make this happen, we need to replace private own-
ership of enterprise with socialized, public ownership. And this will enable
us to shift from business-dominated government to a truly democratic po-
litical system. More modest reforms are worthwhile, but they are simply
too limited to resolve the crises we now confront.

Ehe goal of this boogis to show why this socialist transformation _is
necessary and how such a society would work. This is not a blueprint for
21st-century socialism, let alone a step-by-step plan for getting there.
Large-scale societal change doesn’t work that way: it is by nature a zig-
zagging, experimental process. But our efforts as progressives need to be
guided—as i$ every human project—by a vision, a mental model, of the
society we want to create. I argue that democratic socialism provides the
most reliable guiding vision if we are to overcome the crises we face.

In making this case, this book focuses on the United States. The same
general argument, however, applies in other countries. And the probability
of success in overcoming these crises will be much greater if we engage this

socialist transformation together.

There are many hurdles facing us if we want to move from capitalism to
democratic socialism, and this book aims to help us overcome one of the
most important—our lack of confidence that such a system could work.

INTRODUCTION [3]
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Putting these two ideas together—decide democratically and manage
strategically—may strike some people as incongruous. We are so accus-
tomed to seeing management, strategic or not, as something done to us
by people called managers—people over whom we have little influence and
whose objectives are often quite antithetical to ours.

But management is far too important to be left to managers. To over-
come the crisis of workplace disempowerment, we need to democratize the
management of our enterprises. We need to put these enterprises under
the control of boards representing workers, customers, and the broader
community, and to replace top-down autocratic control with all-round par-
ticipative management. Moreover, to overcome the other crises we face, we
need to manage democratically not only each individual enterprise but also
our society’s overall economic activity. We can no longer afford to leave the
direction of the economy to the roller-coaster market process, nor to rely
on undemocratic agencies such as the Federal Reserve to moderate that
process. We need to manage our economy to target our shared goals of
well-being for people and sustainability for the planet.

The idea of such economy-wide strategic management for the public
good—the idea that we could set goals, plan, organize, direct, coordi-
nate, and evaluate and compensate performance for entire regions and
industries, indeed for the economy as a whole—has been largely absent
from recent discussions of alternatives to capitalism. Indeed, the idea of
socialism rings alarm bells for many people because they do not see how
such economy-wide strategic management (aka “government economic
planning”) could be democratic or effective, let alone both.

Socialism in the 21st century must be democratic. That’s not only because
the principle of equality is dear to us, but also because progress requires de-
mocracy. Authoritarian socialist planning may have been effective in forcing
feudalistic Russia and China rapidly into the industrial age, but it came at a
terrible cost. And today, in our postindustrial era, we can tackle the crises we
face and assure the progress we need only if we mobilize widespread, creative
problem-solving at every level in both our enterprises and our government.
Democracy is an essential precondition for that active engagement.

But how can we ensure that our management of the economy is not
only democratic but also effective? That is where the second conclusion
from my research fits in. I have found that management innovations in
some of our largest corporations show us how this combination can be as-
sured. To coordinate their internal operations, many of these firms rely
on strategic management, not on market competition between their
subunits. And in some of these firms—in particular, the “high road” firms,
those that trv ta rrasta. rammakitve advantace b endgacgine the ereativity
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guide our efforts to manage the economy at the wider levels. A radical so-
cialist transformation is therefore not entirely a leap into the unknown,
Capitalist industry is laying both technological and managerial foundations
for democratic socialism.
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c'ap.ltah.sm emerged as t.he basic structure of modern society and since its
11‘m1tat10ns ‘t.>ecame obvmus.. C?ver that period, each generation with a pas-
sion for soc.lal and econon'rnc justice has articulated its own vision of this
utopia and its own strategies for how we might achieve it.

Looking back on the experiences of these earlier generations, I am
struck by the faf:t tha.t when .the radical transformations they worked for
did not happen in their own time or turned out to be disappointing, many
activists gave up on the socialist vision, and quite a few even turned against
it. I want to arm us against such despair. My message is at once urgent,
hopeful, and optimistic.

Urgent: while the development of capitalism has brought many benefits,
it also engenders crises, and these crises deepen and multiply over time.
Given the suffering already created by this increasingly obsolete capi-
talist system, and given the very high likelihood that this suffering will be
magnified in coming years—most notably, by climate change—socialist
transformation is urgent.

Hopeful: even when prospects for radical change look slim, capitalism’s
failures fuel deepening and widening frustration, and this means that
opportunities for a radical rupture might open at any moment, surprising
us all. While there is a real danger that reactionary demagogues might cap-
ture these frustrations—the election of Donald Trump to the presidency
in 2016 parallels similar events in several European countries—progressive
activists can mobilize such frustrations to work toward a better world.

And optimistic: yes, we confront huge challenges, but we have means
with which to meet them. Yes, this will require a fundamental change in
our form of society, but we already have foundations on which this new
form can be built. Yes, it is frustrating that this change has not happened
yet, but over the longer term, capitalism’s own development makes so-

cialism progressively more feasible and more likely.

INTRODUCTION [7]



CHAPTER 1
Six Crises

he prevailing political-economic system—I call it neoliberal capitalism,
but we could also call it financialized capitalism—is failing us.! In this
system, most businesses compete to maximize profits while ignoring the
social and environmental consequences of their activity. They employ
people who accept management direction in exchange for a wage or salary,
squeezing them ruthlessly, hiring and dismissing them at will as busi-
ness conditions dictate—or they outsource responsibility for this to other
firms. Government buttresses business interests through its statutes and
legal system. It imposes the lightest possible taxation on the wealthy and
minimal regulation on business. It facilitates the global mobility of capital
while restricting the mobility of labor. It offers the bare minimum of col-
lective services. And it outsources those services to the private sector as far
as possible. . il
We have experienced nearly 40 years of this neoliberal system, since
efforts to roll back progressive government regulation and welfare were
inaugurated by Ronald Reagan in the United States and Margaret Thatcher
in the United Kingdom. Before we diagnose the source of this system’s
failures or propose solutions, we should rapidly survey the damage.

ECONOMIC IRRATIONALITY

Let us not be distracted by the huge volume of books and articles on 01.1r
irrationality as individuals: the irrationality of the economic system we will
live under is far more consequential and far more dangerous. We have ob-
scene levels of income and wealth inequality, far above anything plausibly
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was so successful in catalyzing discussion about it. Few deny that people
who work harder or make bigger contributions to our well-being deserve
Some recognition and reward. But there is something profoundly offensive
- about the fact that eight people, six of them in the United States, now own
as much in assets as the entire bottom 50% of the world’s population ? In
the United States, in 2010, the richest 1% held 48% of all stocks and mutual
funds, 64% of all financial securities, and 61% of all business equity.4

At the other end of the spectrum, we find pervasive economic insecurity.
In 2017, four out of 10 Americans could not cover an emergency expense of
$400 without borrowing money or selling some of their possessions. Over
one-fifth of American adults were unable to pay their current month’s bills
in full. Over one-fourth of all adults skipped necessary medical care because
they were unable to afford the cost.5 Over 12% of US households (some
41 million people, disproportionately African American and Hispanic) were
“food insecure” at some time during 2016, uncertain of having enough food
to meet their needs, or unable to get it.6

The risk of job loss haunts many working people, and that risk depends
largely on forces outside our control—that is, on the roller coaster of the
broader economy. When the economy slows down, people lose jobs, and we
have had such slowdowns in at least one year in almost every decade since
the government began keeping records in the mid-19th century. Work is
not the only thing nor the most important thing in life, of course; but in a
capitalist system, working is the main way people earn what they need to
live. Which makes it so troubling that the proportion of people in the US
labor force who were officially counted as unemployed reached close to 10%
or exceeded it in the 1870s, 1890s, 1930s, early 1980s, and in the wake of
the 2008 crisis.

Moreover, that official measure seriously understates the extent of
unemployment. The undercount results from two factors. First, the offi-
cial, “headline” unemployment figure ignores many people who should be
counted. It does not count people who are forced to work part-time when
they need full-time jobs, nor people who tell the government. surveyor;
that they have given up looking for work because they were discourage
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by the dearth of decent jobs. In mid-2018, for example, the official un-
employment rate was unusually low, at 3.9%; but when you add in those
two groups, the rate was 7.8%—nearly one in every 12 people.” Moreover,
many people who struggle to find work eventually give up and no longer
see themselves as part of the labor force. When we count all the working-
age people who are not working, in school, or in prison, the true unem-
ployment rate in 2018 was about 12%—nearly one in every eight people.
We should also note that many people are forced into jobs that underutilize
their capabilities. Estimates of the size of this group vary considerably, but
in 2014, at least 25% of college-educated people were in jobs for which they
were overqualified.®

Second, the unemployment rate measures only the proportion of people
unemployed at a single point in time. In reality, about three times as many
people experience unemployment at some time during any given year.
With the recent growth in temporary “gig” work, that number is rising.®
Moreover, the average duration of spells of unemployment has trended up-
ward over the past half-century, reaching nearly 40 weeks in the wake of
the 2008 crisis.

The suffering caused by such unemployment is deep. Even short periods
of unemployment have long-term effects on people’s earnings. And lengthy
periods of unemployment—which have become so common in recent
years—have huge negative consequences for people. Unemployment
is the single biggest cause of homelessness, and on any given night this
year, over a half a million Americans are homeless, sleeping outside or in
an emergency shelter or transitional housing program. (Notwithstanding
the fact that at the same time, some 17 million homes are unoccupied.)
Unemployment also increases the likelihood of cardiovascular disease, anx-
iety disorders, depression, and suicide. Unemployed people have poorer
diet and fewer physician visits. They get less exercise, and they smoke,
drink, and use drugs more, and their health is far worse.l! Controlling for
multiple other factors (including health conditions prior to losing employ-
ment), the risk of death is 63% higher for unemployed than for employed
People, and this risk remains notably elevated for about a decade following
a spell of unemployment.!2

In economic down-cycles, it is not only people that end up underem-
ployed but also productive resources like machinery, factories, and stores.
Comparing the level of output that industrial buildings and equipment are
physically able to produce—our economy’s productive “capacity”—with
what they in fact produce, the extent of capacity underutilization is ap-
palling, The precise extent varies with the boom-and-bust cycles, but over
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WORKPLACE DISEMPOWERMENT

Numerous journalistic investigations have revealed how many people hate
how they are treated in their jobs even if they enjoy the work itself.!® Most
of us have no real say or “voice” at work. Despite all the talk about modern
management’s embrace of employee involvement, only 45% of employees
feel their employers listen to their ideas or concerns, and only 31% feel
their employers “show concern for employees not just for the financial
bottom line.”*

Avenues for collective voice are even narrower. Only some 11% of
employees today have any union representation—less than 7% in the
private sector, and about 35% in the public sector—even though some
50% of nonmanagerial employees who are currently without any union
representation say they want union representation.” In the absence of a
union, some firms have management-run forums where employee repre-
sentatives meet with management and talk about wages and benefits. But
these forums are available for only about 34% of employees not already
represented by a union, and it is hard to see employees speaking with much
frankness in these forums if they lack union protection.”” When it comes
to the bigger decisions in the business, employees might have some influ-
ence in very small firms, but most people work in large firms, and very few
such firms afford employees any significant influence. Among large firms
in the United States, there are fewer than a dozen that have institutional-
ized employee participation in strategy setting, and many efforts at such

“labor-management cooperation” do not last.?

It is hardly surprising then that people feel disengaged at work. The
Gallup organization polls many employees on behalf of their employers,
of whether at work they feel they can
do what they do best, their opinions count, they are committed to quality,
they have opportunities to develop their skills, and so forth. The results
show that the levels of employee engagement in US industry are on average
startlingly low. In a 2016 survey, only one-third (33%) of US employees
were “engaged” in this sense. Half of all employees (51%) were “not en-
gaged.” Another 16% were “actively disengaged.” Other polls show that for
fully 55% of private-sector employees, their job is “just what they do for
a living,” rather than something that gives them any sense of purpose or

asking about engagement in terms

identity.**
If the term “crisis” seems exaggerated here, I think that is because we
the human cost of dis-

have grown habituated to this powerlessness. But
empowerment is obvious. And its economic and social cost is massive.

Gallup finds huge differences between the results of those business units

six crisgs [13]
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Given government’s unresponsiveness, it is hardly surprising that so
many people are so cynical about and so disengaged from politics.3! In 2015
only 19% of Americans said they can trust the government always or most’
of the time. Only 20% described government programs as well run. Some
55% say “‘ordinary Americans” would do a better job of solving national

roblems than elected officials.” The Bernie Sanders campaign of 2016
showed that this cynicism does not necessarily lead to disengagement, but
we are fighting an uphill battle. A 2014 study found that just 35% of adults
in America regularly voted in elections, and just 22% of people under 30.3
Only 8% had volunteered for any political campaign in the past two years.3*

ENVIRONMENTAL UNSUSTAINABILITY

We are creating ever more stress on the planet’s ecosystems through cli-
mate change, species extinction, and overexploitation of land and sea re-
sources. By 1970, humanity had already exceeded the carrying capacity
of the planet—our population was using more than the available natural
resources could sustain. Today, humanity is using the planet’s natural re-
sources nearly 60% faster than they can be replenished. And here in the
United States, we are consuming these resources seven times faster than
the sustainable rate.® In the aggregate, humanity has, as a result, already
crossed a number of “planetary ecological boundaries”—visible not just
in accelerating climate change and forest destruction but also in the loss
of biodiversity and disrupted nitrogen and phosphorus cycles.*® We are
killing off other species at an extraordinary rate. Between 1970 and 2012
alone, the populations of terrestrial species tracked by scientists fell about
38%. Marine populations fell by 36%. Freshwater animal populations fell
by 81%. We are on the edge of a sixth mass extinction—this one caused by
people, not by natural geological forces.”’

Fearful of paralyzing potential supporters with anxiety, environmental
activists often tone down their messages about collapsing ecosystems,
disappearing ice, failing coral reefs, continued growth in greenhouse gas
emissions, and so forth. But to talk straightforwardly: we are already over
38 Climate change is already costing 400,000 lives a year
globally—directly due to extreme weather, indirectly through the greater
incidence of disease, and through civil wars and social strife created by crop

failure and water scarcity.?® Air pollution is already causing 5.5 million pre-
mature deaths annually.*® And the road ahead looks much darker still. By
ly reduced, sea-level rises will

2100, unless carbon emissions are aggressive

the precipice.
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likely displace one billion p510ple worldwide, and b tween 14 4
in the United States alone.

d2g,
| | Oy
To bring all this down to the city level, consider Ne
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SOCIAL DISINTEGRATION

Consider the #MeToo mov.

women by men. In 2017, some
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Jabor force. But they still carry most of the burden of child rearing and
housework. Many work part-time to deal with the resulting tensions. But
that makes it much more difficult to earn an adequate income, let alone
build a career and assure some reasonable salary advancement. And part-
time work itself has become more arduous, as businesses have demanded
more flexibility in hours and greater availability outside working hours. So,
rking people—and for working women in particular—working

for most wo
home demands, and too short relative to their

hours are too long relative to

economic needs.*®
Not surprisingly, stress has reached a pandemic level. The American

Psychological Association surveys adults, asking them to rate their stress
level on a 10-point scale, where 1 is “little or no stress” and 10 is “a great
deal of stress.” Respondents typically reported an average stress level of 5.1
as compared to the 3.8 level that they believe would represent a healthy
state. Some 24% of adults reported extreme stress—a rating of 8,9, or
10 on the 10-point scale. Women reported even higher stress levels than
men—on average, 5.3 for women versus 4.9 for men in 2016. For both men
and women, money and work were the biggest sources of stress. And many

people reported mental health-related symptoms because of stress in the

past month, such as feeling nervous or anxious (42%), feeling depressed or

sad (37%), and constant worrying (33%).4
Consider our society’s race relations. While real progress has been made

since the days of Jim Crow, many white Americans are still very much at-
tached to their privilege. And that attachment comes out in particularly
ugly forms when economic growth stalls and, as a result, people fear that
the advance of other groups jeopardizes their own economic chances.*®
Discrimination in the job and housing market is still rampant.*® Poverty
rates are far higher in minority communities, as are incarceration rates.
While most white Americans express confidence that racial discrimina-
tion is a thing of the past, most African Americans feel its bite every day.*
According to the FBI, of all the hate crimes in the United States between
2008 and 2012, fully one-third were directed against African Americans.
Consider our neighborhoods and regions. People are increasingly likely to
live in economically and socially homogeneous neighborhoods. At the same
time, people no longer know their neighbors: they have never even learned
their names.5! Minority-dominated neighborhoods are underfunded, with
poorly maintained infrastructure, high crime rates, militarized policing,
food deserts, and overcrowded housing. As a nation, we confront growing
disparities of life conditions across regions. Rural areas and small towns
are left in economic distress and young people desert them for the cities.”?
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Hispanics together account for about 30% of the population but 60% of the

prison population. The vast majority of the people in prison are there for

nonviolent crimes such as drug possession, or crimes against property, not

against people. Once in prison, our fellow citizens encounter a world of vio-

lence and extortion, and opportunities for rehabilitation are rare. Not sur-
prisingly, some 67% of prisoners released are rearrested within three years.
Consider our systems of care for the sick and the elderly. Men in sub-
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to pay over 30% of their income on rent has doubled from 23%
in the 1960s to 47% percent in 2016.5 It is therefore heartbre:kli) erc}int
not surprising that on any given night in 2017, over 550,000 p eoplngeut
homeless in the United States. Of these, 21%, were children under 18 ye .
0ld—114,000 children. And 35% of the total, some 192,000 people );V:S
not in any shelter. Over the course of a year, somewhere between 2.’3 milf
lion and 3.5 million Americans experience homelessness, and at least 7 mjl-
lion more have lost their own homes and are doubled up with others due
to economic necessity.® And all this even though the number of vacant
housing units is many times greater than the number of homeless people.
Consider too our education systems. Education is increasingly important
to the economic future of both individuals and the country, and this leads
to ever-higher demands on our schools and universities. Nevertheless, our
primary and secondary schools are starved for resources, and our teachers
are paid 35% less than their peers with comparable education working in
other occupations. Not surprisingly, our 15-year-olds perform far worse
on tests of their math, reading, and science ability than in many other
countries that are poorer than us: in those fields, we rank 26th, 24th,
and 25th, respectively.®® Higher education is financially out of reach for
many families. Those who take out loans to finance higher education find
themselves deeply in debt, unable even to declare bankruptcy to avoid its
crushing burden. Total student debt is now an astonishing $1.3 trillion, and
as many of 40% of people with student debt are likely to default on that

debt by 2023.°

INTERNATIONAL CONFLICT

Finally, we live in a world that cries out for international collaboration to
address so many problems—climate change, wars, the risk of nuclear con-
flagration, the persistence of abject poverty, diminishing water resources,
famines, migration, contagious diseases, to name just a few—nbut such col-

laboration is stymied by international rivalries.
And the United States is aggravating rather than helping. We are the
most powerful nation and among the richest, but instead of helping he.al
the world, we are pursuing a nationalist, America-first policy. Our commit-
ment to global cooperative efforts to combat climate change. was only eve;
tepid—limited by worries that China might gain an econormc-advantage i
we joined the Kyoto Protocol but they did not. And then President TrumP
announced his intention to pull the United States out of the 2015 Paris

Agreement.
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As concerns civilian assistance, our commitment to transcending na-

tional self-interest is just as shameful. During the 2010-2015 period, for
example, we were the country with the biggest annual contribution to
overseas nonmilitary development (roughly $30 billion a year), but as a
share of. our national income, we contribute less than 0.2%—that’s not
2 ﬁc:lintt; 1;1 evlery dollar, but 2 cents in every 100 dollars—which is one-
biggeStes 0eve off ?weden.‘fs And over this same period, we were by far the

urce of international arms sales, with Saudi Arabia as our biggest
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