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This volume is dedicated to the memory of our friend and colleague
Dennis Woodward. His unexpected and untimely passing left us
deeply saddened and robbed the Australian Left of a thoughtful and

articulate voice.
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INTRODUCTION

The New Social Democracy

BRYAN EVANS

The contributions to this volume provide a comprehensive exam-
ination of a politics that has come to be identified as the “new”
social democracy. What makes this historic political movement,
with its origins in the late nineteenth century, “new” is the
transformation that has occurred in its politics, policy, and ideol-
ogy since the 1980s, but especially through the 1990s. Of course,
social democracy has reinvented itself before. Its original ideo-
logical roots, at least in Europe, were broadly Marxist, and its
political base was the urban working class. In the postwar era,
however, shaped by the Cold War and the brutalities of Stalin-
ism, this heritage was largely jettisoned and replaced with a
form of progressive Keynesianism and an increasingly heterodox
political base that included a growing number of professionals.
The social democracy we see today has now abandoned even that
commitment to a mixed economy characterized by significant
but not dominant public ownership and redistributive social and
economic policies. What distinguishes the new social democracy
is an embrace of its new “modern” role as a manager of neoliberal
restructuring,.

This transformation was noted by Michael Harrington (1986,
2), who warned that the social democratic Left in power had,



in failing to understand the economic change underway in the
1980s, come to pursue the policies of the New Right. In this
context, social democracy was “confronting a crisis of definition
and political effectiveness” (Laxer 1996, 11). How would social
democracy distinguish itself from explicitly neoliberal parties?
Or could it? Of this period in the history of social democracy,
Moschonas (2002, 229) writes:

The “new” social democracy has definitely not sprung up like
some jack-in-the-box. ... In a sense, the “third way” was already
present as well, prior to its adoption by New Labour and theor-
etical formulation by Giddens. The new social democracy of the
1990s is the worthy, direct heir of 1980s social democracy. The
continuity between them is manifest, and manifestly strong.

Indeed, as a result of the efforts of the “progressive moderniz-
ers,” for whom modernization “has too often meant deregulation
and privatization,” social democracy is no longer what it used
to be, argues Robert Taylor (2008). “Too many have sought to
accommodate or embrace global capitalism,” he observes, “with
varying degrees of enthusiasm. They continue to see the mar-
ket as an overwhelming force for good.” Social democrats have,
moreover, “too often argued that the only way forward is to
abandon notions of equality and fraternity . . . and to weaken
the state to the advantage of the forces of capital.”

Through the lens of seven cases — Canada, the United States,
the United Kingdom, Australia, Sweden, Germany, and Québec
— this volume seeks to survey and document this turn from the
postwar social democracy marked by redistributive and egalitar-
ian policy perspectives to a new social democracy with a role as a
“modernizing” force advancing neoliberalism. The contributions
here present original insights into how and why this second
refoundation of social democracy has occurred and why this is
significant in political and policy terms.

The selection of these particular cases provides an interest-
ing survey of social democracy. Represented in this sample are

Introduction



social democratic parties operating in rather different political
and historical contexts. In Sweden, the Social Democratic Party
has been the “natural governing party” for most of the past
ninety years. Through the forty-four years from 1932 to 1976, it
formed the government without interruption and constructed
a comprehensive welfare state that is seen as an icon of the
social democratic project. Germany, geographically proximate
to Sweden, offers a very different story. Since the end of the
Second World War, German social democracy has struggled
to win national government. The Cold War and the loss of the
social democratic—voting East as a result of partition profoundly
shaped the electoral prospects and strategies of the social demo-
crats there. And, today, the Social Democratic Party of Germany
(sPD) competes with the Left Party for working-class votes.
Britain’s Labour Party shares with the other two European
cases a historical base in the working class. However, whereas
the Swedish Social Democrats are the exemplars of redistribu-
tive social democracy, in the 1990s Britain’s Labour Party came
to be the most notable expression of the “new” social democ-
racy. While less well known, Australia’s Labor Party (ALP), like
its British counterpart, also reinvented itself as a neoliberal
modernizing party by implementing marketization and priva-
tization policies while in government and distancing itself from
its working-class and trade union base. In Canada, the New
Democratic Party (NDP) has never formed government at a na-
tional level, but it has had policy influence at certain moments
and significant electoral success in several provinces. But, like
other social democratic parties, the NDp has transformed itself
from a “protest movement” into a party as capable of managing
neoliberalism as any of the capitalist parties. And in Québec, a
new party, Québec Solidaire (Qs), has emerged to give voice to
community and anti-globalization activists and workers alien-
ated by the Parti Québécois’s rightward drift. Perhaps because of
its origins at a time of expanding neoliberalism, the Qs remains
deeply committed to redistributive social and economic policies
but, at the same time, cannot be characterized as monolithically
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anti-capitalist. The Qs is struggling in a space in which the ques-
tion is whether it will reinvent Keynesian social democracy or
move toward an anti-capitalist politics with a mass base, some-
thing that has yet to emerge in North America. And, finally,
the United States is often held out as an example of American
exceptionalism in that the social democratic movement is widely
viewed as non-existent. This is, however, a gross misreading of
the American political scene.

Expanding our understanding of the new social democracy
is critical for progressives at this time in history. The Great Re-
cession of the twenty-first century, which began in late 2007,
presented social democracy with an opportunity to advance
“the case for sustained public investment and wage-led recov-
ery” (Hoffer 2009). Instead, social democratic governments in
Portugal, Spain, Greece, the United Kingdom, and the Canadian
provinces of Manitoba and Nova Scotia all uniformly turned
toward austerity policies, including public sector wage restraint,
privatization, and a general curtailing of public services. The
alternative not considered was to put forward a reform program
composed of “policy measures to correct the dysfunctional wage
developments of the past decades, to build a genuinely fair and
progressive tax base and change the dysfunctional global cap-
ital markets” (Hoffer 2009). Larry Elliot (2008), writing for The
Guardian, notes that despite thirty years of market orthodoxy, the
social democratic Left has failed to develop an “intellectual cri-
tique of what has gone wrong and what needs to be done to put
things right,” and the inevitable result, as we are now witness-
ing, is that “matters will revert more or less to where they were
before.” Ultimately, social democrats simply offer up the same
policy interventions as those of parties and political traditions
that are historically recognized for their contribution to the neo-
liberal project. However, the problem of social democracy, or the
broader Left, doesn’t stop there. There is neither a class politics
that could potentially develop the power to realize alternatives
to neoliberalism, nor is there a strategic vision to build such
alternatives and class politics. By tracing the rise and decline of

Introduction



Third Way social democracy in different countries, the contribu-
tors to this volume seek to lay the basis for the reformulation of
progressive class politics.

Ingo Schmidt introduces the collection with a theoretical
examination of the arguments that defined and redefined social
democracy on its way to government power in the 1990s. Two
factors embedded in social democratic debates at that time were
globalization and the electoral dilemma presented by the shrink-
ing of social democracy’s historical political base in the industrial
working class. In addition, Schmidt looks at the social democrats’
experiences in government and explains why electoral success
did not endure. Against mainstream social democratic discourse,
he argues that neither globalization nor demographic change
is key to social democratic success or failure, which is instead
linked to economic growth. And here we find a compelling ex-
planation of the brief success, and subsequent failure, of Third
Way or “new” social democracy. Schmidt concludes that social
democracy in its Keynesian and Third Way versions always
relied on economic growth but that both versions were unable
and unwilling to pursue their respective programs against the
interests of capital in times of crisis.

As this is a Canadian publication and the Canadian case pos-
sesses several unique dimensions, the story of social democracy
in Canada is presented in two chapters — one dealing with the
New Democratic Party as an English-Canadian phenomenon
and a second with the rise of Québec Solidaire. Indeed, the long-
est chapter in the collection concerns the NDP. This party has
enjoyed electoral success at the subnational level, having won
at least one election in five of the ten provinces, while at the
national level it has typically, though not always, been the third
party, as measured by the popular vote. Thus, we need to think
of the story of the NDP not as a single narrative but as several.
Indeed, the national NDP differs from Canada’s other major po-
litical parties in that it is the only party in which membership
in the federal party is directly derived from membership in a
provincial party. No other Canadian party is so organized.
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In part, the weakness of Canadian social democracy can be
explained by Canada’s federal political structure, which has
reinforced regional and linguistic identities and has constitution-
ally assigned responsibility for important social and economic
policy fields to the provinces. While a number of provinces —
British Columbia, Québec, and Ontario, in particular — have
relatively high rates of union membership and, at least in his-
torical terms, the trade union centrals have possessed a robust
capacity to mobilize members in support of the NDP or Parti
Québécois, the same cannot be said for the national Canadian
Labour Congress. In addition, the role of the national govern-
ment in policy innovation and redistribution has been shrinking
since the late 1980s. As a result, while not unimportant, the
central government often appears remote.

Bryan Evans’s chapter on the NDP is thus necessarily broad
in scope, as it captures key elements of these many narratives
in Canadian social democracy outside of Québec. In 1961, the
NDP emerged as a political makeover of its predecessor, the Co-
operative Commonwealth Federation (ccF). Canadian social
democracy was, at the time, attempting to adapt to the Cold War
and expanding to broad-based consumerism by representing
itself as declassed and deliberately “liberal.” Rather than ques-
tion capitalism, the NDP claimed that a mixed economy could
be better managed by social democrats. This was the first re-
foundation of Canadian social democracy since the founding of
the ccF in 1932. In the 1990s, the NDP moved through a second
refoundation, this time much less formal, less organized, and not
linked to a specific date or place. But the absence of a founding
convention like the one that took place at the Ottawa Coliseum
in 1961 does not mean that Canadian social democracy was not
in a process of transformation and adaptation to a new terrain
of globalized capitalism. Evans’s far-reaching analysis of this
process links the NDp’s adaptation to the constraints of neolib-
eralism to political economy, sociological characteristics of party
activists, and a retreat from the politics of class.

We tend to view the United States as a country devoid of a
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living social democratic tradition, but Herman Rosenfeld digs
deep into American political history and contemporary forma-
tions to find that this is not the case. He explains that social
democracy has taken a different form in the United States:
historical and political events created a political culture and
structures that would force the American variant of the social
democratic project to adopt a trajectory unlike that of other social
democratic parties. Many American social democrats have, espe-
cially since the New Deal, worked within a capitalist party — the
Democratic Party. As a result, the American working class has
been a junior partner, following the lead of both the American
state and the accumulation interests of American capitalism.
This reality makes all political experiences on the Us Left sub-
stantially different.

But, as Rosenfeld notes, there is much more to the American
social democratic Left than this. Political formations to the left
of the Democratic Party do exist — organizations that call them-
selves “socialist” but continue to work within the orbit of the
Democratic Party. They have differentiated themselves, however,
from the neoliberal administrations of presidents Clinton and
Obama. These political formations maintain web pages, publish
journals, engage to some degree in electoral politics in support of
progressive candidates, and, of course, participate in unions and
social movements. But their politics and ideological positions are
largely pluralistic, and they focus on developing strategies that
allow small socialist organizations and individuals to engage
with the Democrats.

The recent election of Ed Miliband to the leadership of Brit-
ain’s Labour Party signals an end to Blairite “New” Labour and
perhaps the beginning of a more fundamental reconsideration of
British social democracy. Byron Sheldrick examines the origins
of the Labour Party as a political and electoral vehicle founded
on the principles of labourism and parliamentarianism. These
founding principles, Sheldrick explains, have shaped the party’s
overall approach to regulating capitalism and dealing with eco-
nomic crisis. In part, the result has been a reluctance to consider
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more transformative politics and policy. Ultimately, this cre-
ated the foundation for the party’s own rejection of the postwar
Keynesian consensus and thus laid the political groundwork
for two decades of conservative rule and neoliberal restructur-
ing. Unlike Labour, the Thatcherite Conservatives tackled the
fundamental question of restructuring class relations. Under the
guise of “modernization,” New Labour subsequently adopted an
electoral strategy that accepted the new consensus of neoliberal-
ism and the parameters established by Thatcherism. Sheldrick
assesses the implications of the 2010 election and Ed Miliband’s
victory in Labour’s leadership contest.

In Australia, we also find a long labour party history. The
Australian Labor Party (ALP) is among the oldest social demo-
cratic parties and possibly one of the most politically successful.
Indeed, the ALP was the first social democratic labour party ever
to form a national government. But on 21 August 2010 Australia
held a national election that produced a 2.7 percent drop in the
popular vote for the governing Labor Party and the loss of eleven
seats. That 2.7 percent of the popular vote went instead to the
conservative Liberal-National coalition, which won seventy-two
seats, a gain of seven seats. The balance of power lay with one
Green MP and four Independent members. More than two weeks
of negotiations allowed the ALP to form a razor-thin govern-
ment with the support of the single Green MP and three of the
Independents.

In this context, Dennis Woodward traces the transforming
relationship between the ALP and unions. This case study is con-
cerned with the struggle over reform of the industrial relations
system initiated by the former Labor government led by Kevin
Rudd. Woodward finds that the ALP is both different from and
similar to other social democratic parties. It is different in having
built a balance between the competing pressures it faces from
its trade union base and from business; it is similar in having
refounded itself as a multi-class party in which the trade unions
are contained as simply one “interest group” among many, each
of which is pressing its policy agenda forward.
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On 19 September 2010, Sweden’s voters handed an unpreced-
ented second term to a government alliance of the centre-right.
The Social Democrats, with 30.7 percent of the vote, scored their
lowest level of popular support since 1914. Seeking to explain
these historic election results, Kjell Ostberg charts the trans-
formation of Swedish social democracy from “labour party to
liberal party.” Swedish social democracy’s transformation and
declining prestige as an ideological and public policy innov-
ator can be attributed to a variety of forces and developments.
In particular, Ostberg examines the close of an era of postwar
prosperity that created both the political and economic foun-
dation for the welfare state, the end of the Cold War, and the
weakening of social democracy’s political base — the industrial
working class. Ultimately, these factors resulted in shifts in the
class composition, ideological orientation, and organizational
effectiveness of the party. Ostberg concludes by assessing the
potential for the emergence of a new radical Left given the lim-
itations and electoralism of both the Social Democratic and Left
parties.

Germany’s Social Democratic Party, which counted Karl Marx
and Friedrich Engels as members, has an iconic place in the an-
nals of classical social democracy. It was the largest and most
electorally successful party of the European Left up to the First
World War. In his chapter, Ingo Schmidt forcefully challenges
structuralist explanations of the Social Democratic defeats in
Germany. These arguments contend that changes in social and
economic structure undermined both the electoral basis of social
democratic parties and the regulatory capacities of social demo-
cratic governments. The suggestion is that the declining numbers
of industrial workers made it difficult for Social Democrats to
win electoral contests. Furthermore, globalization and increas-
ingly liberalized investment regimes meant that high wage and
tax policies were increasingly difficult to pursue. Consequently,
in the late 1980s, social democratic strategists began to advocate
for a shift from class-based politics to appeals to libertarian val-
ues and a much more multi-class politics. The electoral success
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of Third Way social democracy in the late 1990s is sometimes
seen as a validation of this reorientation.

Schmidt instead contends that German social democracy’s
electoral fortunes can be explained more consistently by eco-
nomic cycles and changes in world politics. More specifically, the
German Social Democrats enjoyed electoral success when they
appeared as agents of economic modernization and social jus-
tice. During the New Economy boom of the 1990s, profit growth
outpaced job creation and wages so that increasing numbers of
working-class voters were asking for what they considered their
fair share of economic prosperity. These voters saw the sDp as
the party of employment growth and a fair distribution of in-
comes. Moreover, for their wholehearted support of technological
innovation, the Social Democrats won support from voters of
different class backgrounds. The hope for permanent prosper-
ity tied this cross-class coalition of voters together. However,
economic growth, on the one hand, and a desire for social jus-
tice and innovation, on the other, do not automatically lead to
social democratic election victories. The German experience
demonstrates that economic crises produce a decline in social
democratic fortunes in elections, membership, and approval rat-
ings. This social democratic experience in times of economic
crisis points to the conclusion that cross-class alliances are not
the way out of structural decline. Rather, they lead to further
electoral failure.

The emergence of Québec Solidaire (Qs) is one of the most in-
teresting developments in a very long time within the broad Left
in Canada, and perhaps in any of the wealthy Western countries.
And yet a paucity of analysis presently exists concerning this
new party. As the Parti Québécois (PQ) has steadily drifted to
the neoliberal right since the premiership of Lucien Bouchard,
the Qs has emerged as the largest political organization of the
Québec Left. Roger Rashi presents an entirely original analy-
sis of the @s. Tracing the PQ’s many swings to the right since
1982, Rashi explains that the Qs arose as an explicit rejection of
the pQ’s program and practice of “neoliberalism with a human
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face” Indeed, he rejects the characterization of the PQ as a social
democratic party, explaining that its political base was neither
the working class nor the trade unions. Although both were
an important part of the electoral coalition, this does not make
the PQ a social democratic party. In contrast, the Qs, with its
origins in the anti-globalization movement after 2000, is an anti-
neoliberal united front that encompasses various left and radical
political trends, some socialist and anti-capitalist in orientation
and others leaning toward redistributive social democracy. As
Rashi explains, while clearly to the left of any Western social
democratic party, the Qs is better understood as a “left of the
Left” formation, similar to new parties that have appeared in
several European countries in the past decade. These parties
tend to be multi-tendency, embracing allied but distinct ideo-
logical currents, including revolutionary socialist, eco-socialist,
anarcho-syndicalist, and redistributional social democrats, under
a single organizational umbrella.

In sum, the case studies point to a social democracy that has
confirmed its rupture with the postwar order and with its role
as the primary political representative of working-class interests.
Instead, everywhere we look, social democracy has demonstrated
its protean talent for adapting to the requirements of the dif-
ferent phases of capitalism. Québec Solidaire may well be an
expression of the potential for renewing a more radical and
transformative reformism that, while not anti-capitalist, does
raise important questions and offer resistance to the neoliberal
variant of capitalism.

Introduction
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IT’S THE ECONOMY,
STUPID!

Theoretical Reflections on
Third Way Social Democracy

INGO SCHMIDT

In 1950 liberal economist Joseph Schumpeter delivered a key-
note speech titled “The March into Socialism” to the American
Economic Association in which he lamented what he saw as an
unstoppable political trend (Schumpeter 1950). He and other
liberals saw Soviet communism, European social democracy,
and the American New Deal as varieties of socialism that had
begun to replace free market capitalism during the Great De-
pression and were on the forward march in the 1950s. In 1978
Marxist historian Eric Hobsbawm echoed Schumpeter’s 1950
address with his own title, “The Forward March of Labour
Halted?” Though Hobsbawm’s question was specifically aimed
at the British Labour Party, it could have been directed to social
democrats in any Western country at the time. Answers were
given at the polls: Margaret Thatcher, Ronald Reagan, Helmut
Kohl, and Brian Mulroney took offices from James Callaghan,
Jimmy Carter, Helmut Schmidt, and Pierre Trudeau, respectively.

Slowly but steadily, the Western world was embarking on
a “march into neoliberalism” in the late 1970s and early 1980s.
Eastern Europe jumped on this bandwagon after the collapse of
Soviet communism in the early 1990s. But then the unexpected
happened: a new generation of social democratic leaders such as
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Lionel Jospin, Tony Blair, and Gerhard Schroder, among others,
took office in Western Europe. In Eastern Europe, where com-
munist parties had never dared to call elections, some of these
parties, after rebranding themselves as social democrats, were
indeed elected to government (Sassoon 1997). European hopes
for a new social democratic era coincided with the proclamation
of a “second American century” (Zuckerman 1998). Both were
envisioned as a mix of knowledge societies and multilateralism
that would, finally, replace industrial economies, distributional
conflict, and great power politics. It didn’t happen.

In 2001 the so-called New Economy ended in an economic
crisis from which it never recovered. Moreover, the War on
Terror, declared with much fanfare a year later, replaced hopes
for a multilateral world moderated by the United States. The
unilateral version of the second American century, though, soon
became stuck in military stalemates in Afghanistan and Iraq.
Neither economic crisis nor permanent warfare was conducive
to social democracy. Throughout the 2000s, social democratic
parties lost members, voters, and, in many countries, govern-
ment power. A look at European Union (EU) member countries
illustrates this point: in 2000 the EU had fifteen member coun-
tries, of which thirteen had governments that were either led
by social democrats or included them as coalition partners. In
2010 social democrats held government power in only nine EU
countries while EU membership had risen to twenty-seven.

The revival of social democracy in the late 199os was therefore
short-lived and soon gave way to prolonged decline exacerbated
by the Great Recession that began in 2008. Federal elections in
Germany in September 2009 left Social Democrats with their
lowest results since the end of World War 11, and less than a year
later, in May 2010, the British Labour Party suffered a crushing
defeat. Paradoxically, at the same time, frustration with con-
servative governments led to the election of social democratic
governments in Spain (2004), Portugal (2005), and Greece
(2009). These are exactly the countries, though, that have been
driven into fiscal crises and draconian austerity programs by a
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mix of international speculation and International Monetary
Fund and EU intervention. Under these circumstances, social
democrats’ popularity is likely to dwindle very quickly in these
countries. In the United States, Barack Obama, who is as so-
cial democratic as a us Democrat can be, was elected upon the
promise of “change” in the midst of the Great Recession and is
now as busy trying to reign in budget deficits as are his social
democratic counterparts in Southern Europe. Social democracy’s
short-lived revival in the 1990s, its general decline since the early
2000s, and elections won against this general trend pose several
questions: Why was there a revival in the first place? Why didn’t
it last? Why couldn’t electoral victories be translated into social
democratic hegemony?

The most obvious way to answer these questions would be to
ask voters, members, and leaders of social democratic parties. It
would also be very ambitious and time-consuming, particularly
if answers were sought across the Western world. Only after
years of data collection, interpretation, and writing would any
answers reach the public. In the meantime, preliminary an-
swers can be derived from debates among intellectuals who are
sympathetic with and give advice to social democratic parties.
Although intellectuals and politicians are often at odds with
each other, there is no doubt that, to some degree, intellectual
debates not only reflect the developments in and around parties
but also guide political activity. Moreover, a focus on intellectual
debate allows the emergence of arguments and ideas that are
usually left out of social democratic strategizing.

Consequently, in the first part of this chapter, I explore the
arguments that helped to define and redefine social democracy
on its way to government power in the 1990s. Globalization and
the electoral dilemma posed by the shrinking of social democ-
racy’s long-time social base, the industrial working class, were
the two threads running through social democratic discourse
at that time. In the second part, I examine the social democrats’
new experiences in government and seek to explain why elec-
toral success didn’t translate into an enduring hegemony. I argue
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that, contrary to the suggestion of social democratic discourse,
neither globalization nor demographic change is key to social
democratic success or failure; rather, the key factor is economic
growth. No matter how much social democrats changed in other
ways, their strategies relied as much on growth in the 1990s as
they did during the heyday of social democracy through the long
boom from the 1950s to the mid-1970s. Faltering growth rates
were followed by electoral decline in both the 1980s and 2000s.

In a nutshell, the globalization thesis suggests that increasing
cross-border flows of goods, services, and capital undermine state
capacity to regulate economic activity. The electoral dilemma
thesis implies that because of the decline of the manufacturing
working classes, who have been social democracy’s main social
basis since its emergence in the late nineteenth century, elec-
toral coalitions are required to win majorities. Such coalitions,
however, include groups that are opposed to social democracy’s
welfare state agenda. As a consequence, the balance between
market and state has shifted from the latter, which was for dec-
ades social democracy’s vehicle for social reform, to the former.
The marriage between social democracy and the welfare state,
such arguments imply, can’t be maintained. Social democratic
success in a globalized and post-industrial world requires an
agenda beyond the welfare state and a social basis beyond the
working class.

Theoretically, the success of Third Way social democracy in
the late 1990s can be attributed to successful adjustments to
globalization and demographic change in post-industrial so-
cieties. However, since neither of these structural changes has
gone away in the years since 2000, one wonders why these ad-
justments yielded only short-term gains. In fact, the discussion
in this chapter of social democratic discourse will show that
adjustments to economic globalization and post-industrial soci-
eties were not the reasons for social democratic successes in the
1990s. The second part of the chapter tells a different story about
the rise and decline of Third Way social democracy. This story
ties the fate of social democracy to the equally short-lived second
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American century and concomitant hopes for continuous pros-
perity in a New Economy. As it did during the first American
century, social democracy built its political agenda on the ex-
pectation of long-term economic growth. In this respect, there is
actually more continuity than change between social democrats
committed to the Keynesian welfare state and those following
Third Way social democracy. Unlike the first American century,
which coincided with unprecedented prosperity from the early
1950s to the mid-1970s, the 1990s saw more of a bubble than a
lasting boom (Brenner 2002), and the current crisis followed
the bubble (Guard and Antony 2009). One obvious conclusion
from the Third Way experience is that reliance on economic
growth is an extremely unreliable basis for social democracies’
electoral success.

It is much less obvious, though, how social democratic par-
ties will respond to the double challenges of economic crisis and
electoral decline. They may abandon the position of mass parties
of the Left — which they held, communist and New Left challen-
ges notwithstanding, throughout the twentieth century — and
transform themselves into another middle-class party. In this
case, working classes will either find even less representation in
electoral politics, or other parties, left or right, will fill the void
(Azmanova 2004; March and Mudde 2005; Thompson 2009).
Alternatively, social democrats could try to reinvent themselves
as hegemonic parties of the Left. But in times of economic crisis,
and probably lasting stagnation, such reinvention would be dif-
ficult to achieve without abandoning the reliance on economic
growth and attempts at class compromise, a substantial change
that may be challenging for parties carrying the baggage of
roughly a century of economism and corporatism. Even new par-
ties, wherever people try to build them, will find it hard to break
with these traditions. Failure to do so, however, could make the
emergence of such parties an even shorter episode than that of
Third Way social democracy.
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(RE)DEFINING SOCIAL DEMOCRACY

We begin by examining how ideas about long-term social chan-
ges, the electoral dilemma thesis (Lichbach 1984; Przeworski
1985), integration of societies and economies across borders,
and the globalization thesis (Held 1995; Reich 1992) have con-
tributed to the redefinition of social democracy since the 1980s
and 1990s. This redefinition was instrumental in the making of
Third Way social democracy (Giddens 1998). To understand the
transformations that eventually brought about this new type of
social democracy, we must find a definition of social democracy
that captures more than just the latest type. Sheri Berman, writ-
ing in 2006 when the Third Way had already entered decline,
traces what we have observed in contemporary social democracy
back to the revisionists in the Second International. She finds
two defining characteristics for the political project coming out
of those late nineteenth-century battles: the “primacy of politics”
and the commitment to “communitarianism” (Berman 2006, 5;
Carroll 2005, 8-11; Clift 2002, 467—70). This definition is fairly
consistent with the ones provided by Karl Polanyi in the 1940s
and Jiirgen Habermas in the 1980s. Polanyi saw fascism and war
as the result of liberalism’s attempts to build an unfettered mar-
ket society. From this analysis, he concluded that markets ought
to be embedded in political institutions to ensure “freedom in a
complex society” (Polanyi 1944, chap. 21). Habermas confirmed
Polanyi’s view that the powers of markets and states need to be
balanced. However, writing at the dawn of neoliberal hegem-
ony, he was skeptical about the chances of such a balancing act.
Habermas warned that the rationality of markets and political
systems — aiming at the accumulation of money and power, re-
spectively — would undermine societies’ capacity to put fetters
on markets and states (Habermas 1981—84).

It was just a small step from Habermas’s definitions and
analysis of social democracy to the conclusion that unfettered
markets could turn, as Polanyi had argued, into “satanic mills”
(Polanyi 1944, part 2.1) again. One more step, and the promin-
ent role that civil society, or communitarianism, plays in Third
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Way social democracy becomes understandable (Giddens 1998,
chap. 3). Civil society, Third Way intellectuals suggest, deliv-
ers the moral resources to counterbalance systemic claims for
the maximization of power and profit. However, the step from
Habermas to Third Way social democracy brings about a small,
but significant, twist. Habermas, echoing New Left criticisms
of the state and an administered world, saw the unfettered ac-
cumulation of money and political power as a problem. Third
Way intellectuals accepted this critique of the state only insofar
as it was directed against “old-style social democracy” and the
welfare state (Giddens 1998, chap. 1). Apart from that, Third Way
philosophy and politics turned a blind eye toward repressive
state functions. The result was, to use the subtitle of social liberal
Ralf Dahrendorf’s 1999 Foreign Affairs article, “An Authoritarian
Streak in Europe’s New Center.”

Third Way rhetoric about social democratic renewal in gen-
eral, and a break with social democracy’s statist past in particular,
distracts from a tension between communitarian claims and
statist practices that runs through social democracy’s history,
from Eduard Bernstein to Tony Blair. And this is not the only
continuity between social democrats committed to the Keynes-
ian welfare state and their Third Way successors. The following
discussion of social democratic transformations since the end
of the Cold War actually rests on two assumptions. First, so-
cial democratic self-perceptions were shaped by the notions of
the primacy of politics and communitarianism during both the
Keynesian welfare state era and the Third Way episode. Second,
underlying these self-perceptions is a continuity of technocratic,
corporatist, and statist politics.

Though social democrats advocate for a primacy of politics,
they rely on a certain “unacknowledged economism” accord-
ing to which technical progress is an exogenous factor driving
economic development (Wulf 1987). The role of politics, then, is
to adjust the institutional superstructure to a shifting economic
basis in order to allow a continuation of technical, and there-
fore economic, progress. To be sure, this technocratic outlook
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contradicts programmatic claims for a primacy of politics. From
a technocratic perspective, politics doesn’t need communitarian
foundations but an efficient vehicle to translate the imperatives
of economic development into institutional adjustments. Cor-
poratism was such a vehicle. During the reign of the Keynesian
welfare state, social democrats preferred corporatist arrange-
ments among states, employers, and unions (Marks 1986). Third
Way social democrats have downgraded the role of unions and
invited a fair number of civil society groups to such arrange-
ments (Meyer 2007, chap. 2.6). This “extended corporatism” often
transcends the borders of nation states and interacts with global
civil society. Yet many civil society groups are dependent on
state or corporate funding. Thus, the extension of corporatism
from the welfare state to (global) civil society further weakened
labour in corporatist arrangements instead of, as Third Way
philosophy suggests, widening the welfare state agenda beyond
questions of income distribution.

With these qualifications in mind, we can now redefine so-
cial democracy as a political project that pursues a technocratic
corporatism in the name of the primacy of politics and com-
munitarianism. This definition can be used to understand and
critique the transformation of social democracy from the Keynes-
ian welfare state to the Third Way. As was mentioned above,
the ideas of an electoral dilemma and globalization were crucial
for this transformation. Both ideas seem to be straightforward.
First, the decreasing numbers of manufacturing workers make
it necessary, if elections are to be won, to find voters beyond the
industrial working class (Kitschelt 1994). Second, increasing
trade and capital flows undermine a state’s capacity to create jobs
and redistribute incomes. The abandonment of the Keynesian
welfare state is thus unavoidable (Scharpf 1991). Yet the empir-
ical validity of both of these claims is highly contentious (Brooks
and Manza 1997; Clift 2001; Korpi and Palme 2003; Hirst and
Thompson 1996; Osterhammel and Petersson 2003). In histor-
ical perspective, the electoral dilemma and globalization theses
reveal major inconsistencies and blind spots.
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The Electoral Dilemma Hypothesis

For a start, the perceived need to substitute class politics for
broader electoral coalitions is hardly an original idea unique
to Third Way intellectuals. Eduard Bernstein (1898) was chal-
lenging the Marxist proposition of class polarization at the end
of the nineteenth century. Capitalist development, according to
Bernstein, leads to the attenuation of class differences. For this
reason, any social democratic strategy built on an immiserated
working class is doomed to failure. As an alternative, Bernstein
suggested a strategy of reform that would appeal to workers,
farmers, small business owners, and public servants. Similar ideas
were discussed in other socialist parties in the late nineteenth
century (see Gustafsson 1972). It should be noted that commun-
ist parties that were claiming to represent the revolutionary
tradition in the labour movement against social democracy’s
revisions expressed very similar ideas when they adopted the
“popular front” strategy in the 1930s.

Sheri Berman (2006, chap. 2), in her account of twentieth-
century social democracy, accurately presents revisionist debates
as social democracy’s departure from class-based socialism.
She also shows that the idea of building cross-class support
for social democratic parties failed during times of world wars
and depression in the first half of the twentieth century. Dur-
ing the postwar prosperity, though, it seems that Bernstein’s
vision became reality. Programmatic commitments to the work-
ing class and a gradual transformation toward socialism that
had outlived late nineteenth-century revisionism were aban-
doned in the early years of the postwar boom. From then on,
social democratic organizations presented themselves to the
electorate as “people’s parties” (Berman 2006, chaps. 3, 5, and
8), and not without success: rapid economic growth and the
emergent Keynesian welfare state provided rising real wages
and increased income security. Moreover, growing numbers
of white-collar occupations in private companies and the ex-
panding public sector offered possibilities of upward mobility
to a fair number of working-class individuals. These economic
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and social developments allowed social democratic parties to
expand their membership and electoral basis beyond the manu-
facturing working class. A good portion of the new middle class
that developed with the postwar prosperity went to the so-
cial democrats. Thus, if Third Way ideas of attracting upwardly
mobile middle-class individuals ever matched reality, it was
during the long boom from the late 1950s to the mid-1970s. In
the 1990s, when Third Way intellectuals denounced support for
the Keynesian welfare state as old fashioned, the social advan-
cement of some members of the middle class was built on the
plight of the working class. Not surprisingly, Third Way support
of the former led to a loss of electoral support from the latter.
The electoral alliance between working- and middle-class vot-
ers, which made social democracy a hegemonic force during the
postwar boom, could not be reinvented in the 1990s.

The inadequacy of the electoral dilemma hypothesis goes
beyond its untimely suggestion to build cross-class alliances
at a time when these actually started to fall apart. A further
weakness is that its proponents look at social democratic par-
ties in isolation without considering the role of other parties,
intermediary organizations, and hegemonic projects. More spe-
cifically, they fail to recognize the role of party competition
for the working-class vote. During the heyday of welfare state
development, mass communist parties in France and Italy were
actually a stronger representation of the working classes in these
countries than were social democratic parties (Magri 1971; Ross
1992). Even in countries where communist parties were always
small, social democrats, to retain their position as the domin-
ant voice on the Left, had to keep an eye on their more radical
competitors. Similar consideration was given to the New Left
and, beginning in the 1980s, to Green parties. Competition for
working- and middle-class voters also came from the Right. His-
torically, some working-class individuals have always identified
more with religion or nation than with class and have therefore
preferred to vote for conservative parties (Knutsen 2004; Van
Voss and Van der Linden 2002). A shrinking working-class vote
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does not necessarily indicate decreasing population share of that
class; it might instead demonstrate dissatisfaction with social
democratic policies. The most famous cases of working-class
voters deserting social democracy are the elections of neoliberal
vanguard fighters Reagan and Thatcher (Davis 1999, chap. 4;
Pattie and Johnston 1999).

All of this suggests that parties from across the political
spectrum are competing for voters from the same social strata,
leading one to conclude that there is no “natural relationship”
between social structure and voting behaviour. Although Third
Way advocates disparage the economism of Keynesian social
democracy and praise post-materialist values instead, the an-
alysis on which they build their claims is totally economistic.
It rests largely on the claim that the economic agenda of the
working class was, due to this class’s decline, superseded by the
post-materialist values of a relentlessly growing middle class.
The decline of Keynesian social democracy, however, must not
be attributed to a withering of the working class. It can also be
explained by changes in the composition of the working class
that didn’t find an expression in the political system. The post-
war period was marked by a welfare state consensus, which was
shared by all parties. Conservatives certainly had more difficulty
embracing the Keynesian welfare state than did social demo-
crats, and eventually expressed it in different ways, but the two
groups would eventually pursue similar politics. In fact, welfare
states in Canada and Germany were built under both liberal and
conservative governments. The social democratic hegemony of
the postwar era does not necessarily mean that social democrats
were in government; even if they were sitting on the opposition
benches, governments still pursued the Keynesian welfare state
program. The opposite is true for neoliberal hegemony. The wel-
fare state agenda was first abandoned by conservative parties
(Hoover 198y), but eventually, as the rise of Third Way politics
testifies, social democrats also left it behind. The question is,
then, What caused the shift from social democratic to neoliberal
hegemony? To answer this question without resorting to the
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economism of the electoral dilemma or globalization theses, one
needs to look at politics and agents. This perspective reveals a
far-reaching unmaking of working classes in the countries of
Western Europe and North America (Schmidt 2009e; Theriault
2003).

Over decades, from the early days of industrialization to the
formation of mass workers’ organizations in the late nineteenth
century, workers in these regions had developed common lan-
guages, cultures, and organizational practices. The main focus of
workers’ organization was the nation state, both for trade unions
fighting for legal recognition to improve the conditions of col-
lective bargaining and for parties struggling for the franchise,
social reform, or revolutionary overthrow of the capitalist state.
Whatever their strategic and tactical differences, all these organ-
izations and their members shared a common understanding of
what it means to be working class. Though occupational, skill,
gender, and ethnic differences were recognized —and in fact led
to bitter disputes on various occasions — the paradigmatic figure
in the working class was the manual worker. Working in mines
or factories, he was the one who produced society’s wealth and
would, potentially, be able to do so without the hierarchy of
supervisors and bosses. Third Way theoreticians, trying every-
thing they can to distance themselves from this class, actually
echo this understanding in an ironic way. Equating working
class with manufacturing and pointing to decreasing numbers
of workers, they find it very easy to statistically prove that the
working class is gone, perhaps reappearing in emerging indus-
tries of the Global South but certainly not a force to reckon with
in Western countries.

Early in the twentieth century, it was precisely this kind
of working class that threatened to shake the capitalist world.
And it did. Starting with the Russian Revolution, theoretical
arguments about social reform or revolution became a practical
choice, or so it seemed. After World War 11, this choice was
transformed by the conditions of the Cold War and “national-
ized” labour movements in the East and West. Recognizing the

Social Democracy After the Cold War



Soviet Empire as a force in international relations warded off
real or perceived threats of revolution. In exchange, the Soviets
had to give up support for revolutionary movements in the
West. State socialism was thus contained in Eastern Europe
(Saull 2007, chaps. 3 and 4; Thompson 2005, chap. 2). A similar
“deal” was struck between capitalists and labour movements in
the West: unions were legally recognized and, to one degree
or another, institutionalized in emergent welfare states (Buci-
Glucksmann and Therborn 1982). The price labour movements
paid to become respectable partners in domestic bargaining was
similar to the price the Soviets paid for their entry ticket into
the world of diplomacy and superpower politics: the abandon-
ment of fundamental social change. Under the “dual regime” of
the Cold War and welfare states, any quest for socialist trans-
formation was suspected of being part of a Soviet conspiracy
and could be persecuted. Anti-communism was an integral part
of Western welfare states. As long as the prosperity lasted, this
was a problem for communists, who were persecuted, ridiculed
and marginalized, but not for broad layers of the working class,
who enjoyed unprecedented increases in living standards and
income security (Kossler 2005; Heller 2006, 105-23; Smith 2006,
171—96).

The “Cold War accord” between labour and capital lasted as
long as high levels of productivity growth allowed real wage
increases without squeezing profits and as long as neither side
challenged the status quo. Beginning in the late 1960s, though,
a slowdown of productivity growth prompted capitalist appetites
to decouple wages from productivity. At the same time, layers
of the working class that were not, or didn’t feel, represented
by unions and political parties — immigrants, ethnic minorities,
women and students — questioned the bosses’ right to manage
and asked for civil rights and increased public spending from
the state. Such outrageous demands convinced more and more
capitalists that it was time to move away from the Keynesian
welfare state toward neoliberalism (Crozier, Huntington, and
Watanuki 1975).
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At this point, leaders and followers of trade unions and so-
cial democratic parties had to realize that integration into the
welfare state had been a double-edged sword. While the boom
was on, corporatist arrangements didn’t deliver equally to all
subaltern classes, but they did deliver significant improvements.
When the boom was over and new labour and other social move-
ments voiced their interests, it turned out that neither these
new movements nor the “nationalized” labour movement were
able to win much, if any, progress. Arguably, labour’s integra-
tion into the welfare state in the 1950s had been the first step
toward its unmaking as a class. Once jobs, wages, and welfare
state provisions came under attack in the late 1970s (Smith 2006,
chap. 7; Workman 2009), leaders, members, and voters of unions,
and social democratic parties alike had to realize that they had
“unlearned” how to mobilize and fight for their interests on the
streets and picket lines (Upchurch, Taylor, and Mathers 2009).
Many younger workers, on the other hand, had never come to see
themselves or to act as working class. This is one of the reasons
why the wave of labour militancy that swept across Western
countries in the late 1960s and early 1970s didn’t trigger the
making of a new working class, a class less centred on “male
manufacturing” workers than were the older working classes
that began constituting themselves in the nineteenth century.

The longer the neoliberal assault on workers lasted, the more
young workers came to see themselves as individuals strug-
gling for survival rather than as part of a potentially collective
movement. Increasing numbers of them had never seen a union
organizer, nor had they ever been involved in job action or
drawn to the electoral politics of the old working class. This
process of individualization, or atomization, was the second
step in the unmaking of the working class. At the same time,
the diverse agendas of the new social movements were far from
crystallizing around a common denominator; many of their ac-
tivists were decidedly anti-labour and thus far from creating
a new working class (Heller 2006, 204-10). Thus, while only
remnants of the old working class hang on to unions and a
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welfare state project, a new working class has hardly begun to
organize and fight (Bronfenbrenner 2007; Kumar and Schenk
2006; Tait 2005).

Historically, social democracy was part of the much broader
process of the making of the Western working classes, which
also included the development of trade unions and a distinct
working-class culture. Communitarianism, which Berman (2006)
sees as one of the defining features of social democracy, can be
seen as the glue that held parties, unions, and culture together.
However, this does not apply to Third Way social democrats,
who have a much more technocratic approach to politics. Using
research and opinion polls, they manufacture election campaigns
without making the long-term effort to engage in the remaking
of the working class. This approach may, as the social democratic
revival of the late 1990s demonstrates, yield short-term gains,
but it is decidedly not enough to build a new social democratic
hegemony comparable to that prevailing during the postwar
boom.

Communitarian references, usually presented in the more
fashionable language of civil society, are merely a cover for deeply
entrenched economistic and technocratic practices according to
which politics is about adjusting the superstructures of society
to autonomous developments of its economic basis. No matter
how hard social democratic intellectuals, from Eduard Bernstein
to Anthony Giddens, try to offer a purely normative definition
of socialism or social democracy, the economism that character-
ized the Second International —and also the Third —still haunts
social democracy today. Nowhere is this more apparent than in
the social democratic debate on globalization.

The Debate on Globalization

Notions of civil society are not only applied to domestic politics,
where they serve as a rationale to abandon institutionalized
labour movements and the welfare state. They are also used to
sketch out a transformation from foreign, state-centred policies
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to global governance (Giddens 1998, chap. 5; Held 2004; Meyer
2007, chap. 5). However, the sticking point in the debate is not
so much whether a global civil society is preferable to a statist
international-relations regime; the point is rather whether states
have the capacity to regulate the economy. Before global civil
society talk became fashionable in the 1990s, social democratic
intellectuals had already marked the territory for future debates.
Key among these markers was the proposition that large cor-
porations had the power to bypass the Keynesian welfare state
(Scharpf 1991). According to this view, deficit spending would
lead to inflation and, in turn, lower private investment and cap-
ital flight. A progressive tax system, designed to reduce income
inequality and provide stable funding for the welfare state, was
considered another disincentive to investment and reason for
tax evasion. Obviously, these views echoed the monetarism and
supply-side economics that neoliberals have entertained since
the late 1970s. Over the course of the 1990s, globalization became
the Trojan horse to smuggle such ideas into social democratic
circles, where they triggered extensive debates about the relative
power of states and markets (Garrett 1995; Hay 2000; Pierson
2001). A key result of these debates was to identify “varieties”
or “models” of capitalism (Coates 2000; Hall and Soskice 2001;
Schmidt 2002), ranging from market-led capitalism, through
negotiated capitalism, to state-led capitalism. This diversified
view on capitalism gave social democrats some relief because
it rejected the original proposition that globalization would in-
evitably lead to a convergence of formerly existing “worlds of
welfare capitalism” (Esping-Anderson 1990) toward a ubiquitous
Anglo-Saxon model of unfettered market rule. Some contribu-
tors to the “varieties of capitalism” debate even went so far as
to suggest that corporatism and certain kinds of state inter-
vention could actually contribute to comparative advantages
and pointed to the dangers of a political backlash against the
outcomes of unfettered global market competition (James 2002;
Rodrik 1997). While this approach concedes room for corporatism
and political regulations, it shares with neoliberal theorists of
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globalization the belief in an indispensable primacy of economics
(Friedman 1999). Neoliberal capitalists, as much as Third Way
social democrats, saw the Keynesian welfare state as a major
roadblock toward the full acceptance of this primacy. Following
in the tracks of neoliberal policies, only a competition state was
considered compatible with globalization’s market imperatives
(Cerny 1997; Jessop 2002, chap. 3). Under the perceived con-
straints of integrated world markets, a remake of the Keynesian
welfare state after the neoliberal interlude was not on the social
democratic menu, whether voters had an appetite for it or not.
Political survival in the face of economic globalization required
social democracy’s embrace of the competition state (Merkel
2008). “The Third Way” became the name of this project. It
promised a shift from the state-centred primacy of politics to a
rebranded communitarianism in the names of civil society and
global governance. Moreover, the Third Way was aiming for
the adjustment of social democracy and the Keynesian welfare
state to the new conditions of globalization and the need for a
competitive state. The rationale for this transformation was the
primacy of economics.

In 1847 a young Karl Marx declared apodictically: “The hand-
mill gives you society with the feudal lord; the steam-mill, society
with the industrial capitalist” (Marx [1847] 19864, 165). Five
years later, his analysis of the relations between structure and
agency was much more nuanced: “Men make their own history,
but they do not make it as they please; they do not make it under
self-selected circumstances, but under circumstances existing
already, given and transmitted from the past. The tradition of
all dead generations weighs like a nightmare on the brains of
the living” (Marx [1852], 1986b, 103). Ironically, whereas Marx
gave up his inclinations to economic determinism, social demo-
cratic intellectuals have a long history of hiding a continued
determinism behind flaunted commitments to the primacy of
politics and communitarianism. The “tradition of all dead gen-
erations” weighing on them is that of economistic inklings in
Marx and Engels and of the continuous economism of the Second
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International. Therefore, it may be appropriate to summarize the
strategic outlook of Third Way social democracy by paraphrasing
Marx’s economistic moment of 1847: assembly-line production
gives you the Keynesian welfare state; economic globalization,
the competition state. We now move to the second part of this
chapter, an attempt to explain the rise and fall of Third Way
social democracy in the more nuanced spirit of the 1852 Marx.

THE RISE AND FALL OF
THIRD WAY SOCIAL DEMOCRACY

In one case, the Third Way story seems capable of explaining
social democratic revival: Tony Blair’s New Labour. Under Blair’s
leadership, the British Labour Party was remodelled along lines
suggested by Third Way intellectuals like Anthony Giddens be-
fore it won a sweeping victory in 1997 (Panitch and Leys 1997).
However, knowing that straight Third Wayism wouldn’t sit well
with some of their potential voters, France’s Lionel Jospin and
Germany’s Gerhard Schroder mixed new social democracy with
welfare state rhetoric to get elected (Clift 2005; Wehr 1998). How
necessary this watering down of Third Wayism was became
obvious once they turned to the “real thing” in government:
privatizations and spending cuts sent their electoral support
tumbling. At this point, these few hints may suffice to indicate
that social democratic revival in the 1990s was not founded on
the successful adjustment of party strategy to a declining work-
ing class and the emergence of a global economy. Otherwise,
not only the British but also the French, Germans, and others
should have openly advocated for a Third Way in their election
campaigns. (Did not the Social Democratic Party of Germany
adopt a program called the New Middle?) Moreover, successful
adjustment to structural change should have yielded more than
just short-term gains. We may thus conclude that neither global-
ization and electoral dilemmas nor social democracy’s reactions
to these perceived structural changes can explain the rise and
fall of Third Way social democracy.
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To come to terms with the Third Way episode, we may start
with two observations. First, much inspiration for the new social
democracy came from Bill Clinton’s “New” Democrats. Clinton’s
campaign slogan, “It’s the economy, stupid,” helped him into the
White House at a time when European social democrats were
still working out their new strategies. Second, the social demo-
cratic revival was over as soon as the New Economy boom went
bust in 2001. Since then, social democrats have either lost gov-
ernment power or have had great difficulty retaining it. These
observations suggest that the fate of the new social democrats
was somehow linked to the second, and very short, American
century, which began with the end of the Cold War, was in full
swing during the Clinton presidency, and ended with the end of
the dot-com boom in 2001. Paradoxically, at the same time when
Clinton, while maintaining his popularity, steered the United
States and the world at large closer to the neoliberal ideal than
anyone before or after him, an upsurge of neoliberal discontent
fed into the success of Third Way social democracy. This success
was carried by unlikely bedfellows: on one side were aspiring
middle-class folks who saw the New Economy as ushering in a
world of opportunities and on the other side, workers who were
either trying to hang on to decent jobs or hoping to upgrade
their low-paying jobs. When the boom was over, middle- and
working-class people went separate ways. Many of the former
thought that an even higher dose of neoliberalism than the one
Third Way social democrats had prescribed would help them
to protect their social status. In contrast, increasing numbers of
working-class people, with no effective political representation
in sight, moved toward abstention and passivity.

The Rise of New Social Democracy

The Keynesian welfare state was constructed around a historic
bloc comprising industrial capital, institutionalized labour move-
ments, and increasing numbers of middle-class professionals
working in the private and public sectors. Recurrent economic
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crises in the 1970s led to tensions and cracks within that bloc.
The conservative decade of the 1980s led to, and was made pos-
sible by, the continuing unravelling of the welfare state bloc
(Aronowitz 1982). The further this process went, the more the
emergent hegemony of neoliberalism was consolidated (Schmidt
2008b). However, it didn’t take long before neoliberalism bred its
own discontent, first articulated by a rising tide of street protests,
which led to a movement against corporate globalization and
eventually to votes for social democrats promising a Third Way
beyond neoliberalism and the Keynesian welfare state.

The traces of this discontent, and its internal contradictions,
go back to the discontent with the Keynesian welfare state.
Most prominent in this regard is the problem of inflation. Rich
and affluent middle-class households saw it as a threat to their
financial wealth, while poor people struggled with the decreas-
ing purchasing power of their low wages. These frustrations
were successfully mobilized against the wage bargain that al-
lowed unionized workers to defend, or even increase, their real
wages against inflation. Unorganized workers — often women,
immigrants, or ethnic minorities who, under still-prevailing
conditions of tight labour markets, turned to rank-and-file
militancy — also expressed dissatisfaction (Brecher 1997, chap.
7; Horn 2008, chap. 3). Thus, institutionalized bargaining be-
tween industrial capital and organized workers — the hard
core of social democratic hegemony in the postwar era — was
sufficiently delegitimized (Offe 1984) to launch an attack on
unions once the economic crises of 1974—75 and 1980-82 led to
soaring unemployment. As a result, average real wage growth
was decoupled from productivity increases: in other words,
redistribution from wages to profits propped up profit rates.
Wage dispersion, measuring the gap between the highest and
the lowest wages, also increased. Significantly, inequality be-
tween high- and low-paying jobs was strongest in countries
where the institutionalization of labour and the welfare state
had been weakest. This is why, over time, continental European
states came to appear much more social than the Anglo-Saxon
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countries, where statism was always more relaxed than on the
European continent (Pontusson 2005).

Discontent with the Keynesian welfare state was not con-
tained within the immediate conflict between labour and cap-
ital. Equally important were conflicts over taxation and public
spending (O’Connor 1973). These conflicts proved to be lethal
for the alliances between professional middle classes and work-
ing classes and those between public and private sector em-
ployees. Poor people demanded public spending increases — for
example, for social housing, childcare facilities, and better access
to secondary and post-secondary schooling. With governments’
acquiescence to these demands, increasing numbers of decently
paid workers and middle-class professionals, many of whom
owed their social status to the expanded roles and range of
public services delivered through the welfare state, felt that they
were becoming paymasters of the undeserving. This provided
an ideal breeding ground for Reagan’s and Thatcher’s anti-tax
populism. In 1976 even the welfare state showcase, Sweden,
saw the Social Democrats, after forty uninterrupted years in
government, defeated electorally. Growing anti-tax sentiment
was one of the reasons for the unexpected turn to the conserva-
tives. Many private sector workers joined the anti-tax electorate
once their jobs and wages came under pressure in the mid- to
late 1970s. Narrowing the gap between gross and net wages by
lowering taxes would, they hoped, allow disposable incomes to
be maintained and give their employers room for cutting labour
costs. Cost cutting was obviously the way to higher profit rates.
Publicly, though, it was presented as a path to job security in
troubled economic times. The result of growing anti-tax senti-
ment and related policies was not, as neoliberal propaganda
proclaimed over and over again, a lowering of the state’s share
of the GDP. Rather, the result was a shift of the tax burden
from rich to poor and spending cuts for the poor. Fiscal policy,
instead of being rolled back, was used to serve the middle class
and bourgeoisie in their quest for income improvement. Rising
inequality under the reign of neoliberalism was thus fed by a
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shift of bargaining power from labour to capital and by the use
of tax policies.

But the transition from the Keynesian welfare state to neo-
liberalism wasn’t completely driven by economics. Politics played
its part as well. One of the paradoxes of the welfare state was
that, to the degree that labour power was decommodified, work-
ers dared to care about more than bread-and-butter issues. They
felt, to one degree or another, the alienations of the individual
in an administered world (Marcuse 1964), and things deterior-
ated when, beginning in the mid-1970s, unemployment became
a much more pressing reality. Now the welfare state revealed
its capacity to either grant or deny all manner of benefits. Not
surprisingly, many felt that although they still had to pay taxes,
they were treated like unwarranted supplicants when they
wanted something in return. Under the reign of the Keynesian
welfare state, workers had had to struggle with bosses and state
bureaucrats. Neoliberalism happily turned its spotlight on the
frustrations and anger arising from these struggles to advance
its anti-state agenda, promising liberty in a world of individuals
communicating and contracting with each other without cum-
bersome state interference. Neoliberalism also promised that, as
a positive side effect, individual interactions unhindered by the
state would revive economic prosperity that had been suffocated
by the welfare state.

The neoliberal promise of liberty and prosperity was, some-
what unexpectedly, supplemented by the collapse of state social-
ism in Eastern Europe. Social democrats in the West were very
eager to present the Keynesian welfare state as an alternative to
state socialism in the East. However, not even the staunch anti-
communism that most social democrats demonstrated was good
enough to overcome conservative and neoliberal suspicions that
social democracy and communism were two wayward children
of the same rotten parent — state intervention. Consequently,
conservatives and neoliberals jumped at the chance to portray
Western remnants of social democracy and the Keynesian wel-
fare state as doomed after Soviet communism had imploded in
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the East. But the moment of unchallenged neoliberal supremacy
was short.

Subterranean discontent with neoliberalism had already be-
gun to develop before the Soviet Empire collapsed. Arguably, the
collapse only delayed open articulations of that discontent. The
main reason for disaffection with neoliberalism was quite simple:
just like other political projects in the past, it couldn’t deliver on
the promises that had been made to those following the neolib-
eral flag. In the early 1980s, neoliberals convincingly argued that
some belt-tightening was necessary to prepare economies for a
new prosperity after the postwar prosperity had been dragged
down by the unholy trinity of big government, big labour, and big
corporations. However, higher profits would, after a short period,
trickle down and improve income and working conditions for
everybody. By the end of the 1980s, in the face of fairly high rates
of economic growth, increasing numbers of people at the lower
ends of the income hierarchy sensed that the rising tide, instead
of lifting all boats, might simply leave them behind (Albelda et
al. 1988). Depending on a state’s particular institutional set-up
and policy trajectories, big labour had either been marginalized
or incorporated into the downscaling of labour and social stan-
dards. Big government and big corporations had changed their
faces in the transition to competitive states and lean production,
but they were still big and had more power over working and
poor people than they had had under the reign of the Keynes-
ian welfare state. With hindsight, the postwar mix of prosperity
and social democratic hegemony appeared more and more as a
“golden age” (Marglin and Schor 1991). People who were strug-
gling to make ends meet increasingly defined a good life as one
they could have had, or hoped for, from the 1950s to the 1970s. Yet
this didn’t mean that people who were discontented with neo-
liberalism could be rallied behind a “Bring Back the Keynesian
Welfare State” banner. Many of those who would have liked to
see this happen had accepted the neoliberal idea that globaliza-
tion had made negotiated class compromises, redistributive tax
systems, and employment policies impossible. Others, responding
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to the emerging alliance between the competition state and big
money, adopted a general attitude of distaste toward the state.
Taking neoliberalism’s anti-state populism seriously, they were
disgusted to see that although they didn’t receive much tax re-
lief, they did suffer from cuts in public services, yet state support
was always available to large corporations when they reported
a profit squeeze.

Thus, neoliberalism’s discontented were split between those
who considered a Keynesian welfare state impossible and those
who didn’t want a statist alternative to actually existing neolib-
eralism. This was fertile ground for Clinton’s marriage with the
New Economy: his 1992 campaign slogan — “It’s the economy,
stupid” — catered to disgruntled Republican voters who didn’t
want a realignment between Capitol Hill and trade union head-
quarters, and economic growth, just picking up after the 1990-91
recession, gave new hope to people who thought a welfare state
revival had become impossible in a global economy. Clinton’s
first election and presidency set the tone for Third Way social
democrats in Europe. Riding the New Economy boom, Blair,
Jospin, and Schroder attracted optimistic voters who were, or
thought they were, ready for the global economy and more skep-
tical ones who, if only for lack of other alternatives, were hoping
that continued growth might eventually have some trickle-down
effect and that social democrats would be more willing to allow
such a trickling down than conservatives, with their tradition-
ally close ties to big business. Yet the Third Way honeymoon
didn’t last long. The first disappointments came even before the
end of the New Economy boom put the whole project on a down-
ward slope.

The Fall of New Social Democracy

One common feature of Third Way governments was their
commitment to austerity (Glyn 2006, chap. 4; Romano 2006).
Taking the notion of balanced budgets much more seriously
than their conservative predecessors, who had preferred to
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preach the gospel rather than apply it, they kept the lid on social
spending. Consequently, macroeconomic constraints translated
into pressure on individuals to accept lower wages and cuts in
benefits. If anything, Third Way governments spent money on
subsidizing the expansion of low wage sectors. And there were
country-specific disappointments, too. In the United States,
calling off health care reform and pushing for neoliberal trade
agreements — namely, the wTo — let Clinton voters down (Pol-
lin 2003, chap. 2). The thirty-five-hour workweek in France,
which had been a union priority for many years, went hand in
hand with labour market deregulation. Moreover, the Jospin
government sped up the process of privatization, which inevit-
ably led to confrontation with the unions, which were trying
to defend public ownership (Budgen 2002). Schréder, in turn,
disappointed voters with his mix of corporate tax cuts, labour
market deregulation, and attempts to undercut unions’ collective
bargaining power by dragging worker representatives on the
company level into a policy of competitive corporatism (Schmidt
2005).

In the field of foreign policy, the 1999 war against Yugoslavia
turned out to be an irritant for all social democratic governments
(Ali 2000), not because those governments or their voters were
necessarily opposed to the war — in fact, opposition against the
war was shamelessly weak —but because the Us push toward war
contradicted Clinton’s commitment to multilateralism. Unlike
his predecessor, George Bush Sr., who was clearly committed to
great power politics and had launched a war against Iraq in 1991,
Clinton presented himself as a man of peace and negotiation.
After decades of Cold War confrontation, this message reson-
ated not only domestically but also abroad. Social democratic
governments in Europe were therefore bemused when Clinton
changed course toward a war of aggression. Voters in Europe, in
turn, were baffled when they saw how quickly social democrats
followed Clinton’s new direction. The same irritations between
Clinton, European social democrats, and European voters flared
up over the neoliberal free trade agenda that complemented
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Clinton’s great power politics. For a while, social democrats
presented a European social model as an alternative to Us cap-
italism, which was portrayed as a mix of unfettered markets and
ruthless power politics. Popular as the idea of a social model was,
and still is, voters were suspicious of its connection with the
EU. Since the mid-1980s, European integration had been used
as a pretext to slash the national welfare state. Winning gov-
ernment power in the 199os, social democrats, as it turned out,
were willing to top the EU’s institutionalized neoliberalism with
corporatist mechanisms such as the Macroeconomic Dialogue
but were not willing to change the actual direction of Euro-
pean politics toward job creation and social security (Schmidt
2009d). Thus, attempts by European social democrats to distance
themselves from the Clinton Democrats, who had been a major
source of inspiration just a couple of years earlier, created new
disappointments among voters who were looking for an alterna-
tive to neoliberalism.

To be sure, Clinton’s economic and foreign policies could have
been expected. After all, his presidency was meant to inaugurate
a second American century, built, like the first one, on superior
economic and political power. Yet these underpinnings were not
as visible as they had been during the first American century,
when confrontation with the Soviet Empire made open display
of power a preferred propaganda tool. After the Cold War, by
contrast, many people around the world were tired of power pol-
itics and were also awaiting the peace dividends that Thatcher
and Bush Sr. had promised but never delivered. Couching con-
tinued aspirations for hegemony in the language of globalization
was thus a smart marketing strategy by Clinton and his “New”
Democrats. What'’s more, neither irritation over Clinton’s open
embrace of great power politics nor domestic disappointments
with newly elected social democratic governments sufficed to
turn the Third Way into a dead-end road immediately. As long as
the New Economy boom was going strong, there was hope that
prosperity might eventually replace domestic and international
conflicts over income distribution with secure jobs and some
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new kind of social justice. Any such hopes were dashed when
the boom went bust in 2001.

Sticking to their competition state agenda (Huo 2009; Merkel
2008), Third Way social democrats made it very clear that they
were — to reverse the popular slogan of anti-globalization pro-
testors — putting profit before people. The possibility of escaping
the paternalistic welfare state and finding fulfilling employment
instead, a core theme of Third Way ideology, rang increasingly
hollow to poor workers who couldn’t find any job, to unionized
workers whose jobs were downgraded to casual work, and even
to middle-class professionals who found the expected returns on
their human capital investments vanishing.

Not surprisingly, then, Clinton’s “New” Democrats lost the
2001 election to the far-right Republican George Bush Jr. In
the first round of the French presidential elections a year later,
Jospin came in a shocking third, behind the neofascist Jean
Marie Le Pen. To prevent Le Pen from becoming president, the
left vote was mobilized in support of conservative candidate
Jacques Chirac. In Germany, Gerhard Schroder, who won a nar-
row re-election in 2002, called for early elections in 2005 to
avoid a foreseeable disaster in the regular elections scheduled
for 2006. This move bought the Social Democrats one term as
junior partner in a Grand Coalition under conservative Christian
Democratic Union chancellor Angela Merkel. Yet in the 2009
elections, German Social Democrats suffered the worst election
results since 1949, when the first elections after the Nazi regime
were held. Ironically, Blair, who moved the welfare state further
toward the competition state than any of his fellow Third Way-
ers, was re-elected twice, in 2001 and 2005. However, this was
only possible because, in their efforts to switch Britain from
welfare state—building to neoliberal rollback, his predecessors
— Major and Thatcher, in particular — had used up support for
the Conservative Party almost completely. In the meantime,
however, New Labour became as exhausted as the Conservatives
were after eighteen years in office and was consequently voted
out of office in May 2010.
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Anecdotal evidence from Britain, France, Germany, and the
United States should suffice to illustrate the links between eco-
nomic growth and social democracy’s electoral performance.
The inability of social democratic governments to either sus-
tain growth by political means or to meet the expectations of
their voters even in the absence of growth led to a decrease in
electoral approval and party membership. This doesn’t mean
that social democrats can’t win elections. The 2008 election of
Barack Obama shows that, if voters are sufficiently disgusted
by a conservative government, (social) democratic victories are
possible. However, the discrepancy between voter expectations
and government capacity to deliver on these expectations are
even further apart under Obama than they were under Clin-
ton. This suggests that, with no economic prosperity in sight,
social democrats are unable to develop a hegemonic project that
could, potentially, mobilize the growing number of people who
are discontent with neoliberalism or, even more fundamentally,
capitalism.

The apparent inability to use the electoral victories of the late
1990s as the basis for a new social democratic hegemony leads
us back to the relations between social democracy, us domin-
ance, and growth. After all, Third Way social democracy set
its hopes on a new economy that was engineered in, and ex-
ported from, the United States. As during the postwar prosperity,
the Us was seen as a model for economic growth and, embed-
ded in a network of multilateral organizations, a guarantor of
global market exchange. Without a doubt, the us is still global
capitalism’s main engine of growth and centre of innovation,
providing world markets with a reserve currency and enfor-
cing open market access. However, whereas postwar prosperity
saw unprecedented growth and almost unchallenged political
and cultural leadership of the United States, the 199os were rife
with doubts concerning the us’s ability to reinvent its hegem-
onic position on a new economic basis. Us growth, and that of
other Western countries, was still lower than it had been during
the 1970s. Asia — namely, China — emerged as a new centre of
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economic growth (Arrighi, Hamashita, and Selden 2003). The
euro, renminbi, and yen were seen as either potential candidates
to replace the us dollar as international reserve currency or as
anchors of a fragmenting monetary system (Helleiner and Kirsh-
ner 2009). Finally, protests against the wTo, IMF, and regional
free trade agreements increasingly denounced globalization as
a cover for the Us quest for world domination (Panitch and Leys
2004). Considering these challenges to Us hegemony in the fields
of economics, politics, and culture, which the Clinton govern-
ment saw as key pillars of the second American century, it is
no surprise that his successor, George W. Bush, moved much
further toward military-based efforts to reinforce Us supremacy
(Callinicos 2003). However, the Us-led invasions of Afghanistan
and Iraq made things even worse. Western allies of the United
States were disgruntled by Bush’s shift from multilaterally nego-
tiated world domination to American unilateralism (Habermas
2006). In other parts of the world, the Us was first seen as a
“naked imperialist” (Foster 2006); later, when it turned out that
neither of the wars in Afghanistan or Iraq could be won, the
United States came close to resembling what Mao called a “paper
tiger” (Mao Tse-Tung 1956). Furthermore, economic recovery
after 2001, fuelled by cheap credit and military spending, was the
weakest after World War 11 and eventually led to the most severe
crisis since the Great Depression of the 1930s (Schmidt 2008a).
To be sure, none of these challenges implies that the United
States has been replaced, or will be any time soon, by another
hegemonic power. It is much more likely that the combination
of weakened Us hegemony and rising regional powers in Asia
and Latin America will lead to persistent instability (Schmidt
2008b). Moreover, prospects for world economic growth are
pretty gloomy. Strong growth in Asia is mostly based on the
mercantilist model of industrialization that all Western coun-
tries who followed the original industrialization of England went
through. In a world economy that is already ridden by overcapa-
cities, the combination of export- and investment-led growth
will soon reach its limits (Li 2008).
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For social democracy, unstable international relations and
economic stagnation is the worst-case scenario. Social democrats
from Bernstein to Giddens claimed that the primacy of politics,
representing communitarian values in the political and economic
system, could tame the self-destructive tendencies of unregulated
market economies. But the reality was always different. Social
protections could only be achieved when capitalism was pros-
perous, as during the “one big wave” boom after World War 11
(Gordon 2000). In times of crisis, social democratic governments
have regularly surrendered to the primacy of economics, mean-
ing that they took measures to restore profits and investment
even if this hurt their own constituencies. Thus, the limits of
capital accumulation also represent limits to social democratic
attempts to moderate conflicting class interests. Under present
conditions, where working classes lack political representation
and the capacity for independent class mobilization, this, of
course, implies that capital’s quest for profit dictates the polit-
ical agenda.

CONCLUSION

In the twentieth century, social democracy was the strongest
force on the left. Its ups and downs were a mirror image of the
degree to which working-class interests could be articulated
vis-a-vis capitalist interests. Yet this articulation was always
preconditioned on strong economic growth so that rising wages,
including the social wage, and job protection would not hurt
capitalist profits. A class compromise during the postwar boom
was the best social democracy could deliver. Attempts to return
to such prosperity and compromise under the new ideology of
the Third Way failed. Economic growth since the 1980s, though
not slow by historical standards, has lagged behind the excep-
tional growth that made social democratic hegemony possible
after World War 11. With no future growth in sight, future at-
tempts at political conflict moderation will be as unsuccessful
as the Third Way was. Under conditions of slow growth, the
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Keynesian welfare state was transformed into a competition
state. Contrary to widespread globalization wisdom, competition
states don't level the playing field for workers from all countries.
Instead, continued attempts of Western countries to maintain a
competitive advantage over potential competitors in the Global
South pit workers from rich countries against those from poor
countries. Moreover, this competitive race implies the dangers of
fragmented world markets, beggar-thy-neighbour policies, and
resulting severe economic instability.

On the other hand, the election of social democratic govern-
ments in the 1990s, in the absence of other viable alternatives,
indicated a prevalent taste for social security, justice, and job
creation. Committed to capitalist accumulation and profits, Third
Way social democrats were unable and unwilling to meet their
voters’ expectations. Alternatives to neoliberalism and the com-
petition state, it seems, must be built beyond social democratic
parties. To be successful, such alternatives have to begin with a
remaking of the working classes that were dissolved into small
factions or completely isolated workers under the reign of neo-
liberalism, including Third Way governments. To overcome the
competition between workers from rich and poor countries and
to counteract the destructive effects of that competition, the new
formation of working classes must transcend national borders
and international hierarchies. Globalization, as pursued by con-
servative and social democratic governments, has so far meant
the possibility of obtaining equal rates of profit in a highly un-
equal world. To escape this unequal world and the threats that
it represents, even for relatively privileged groups of workers, a
globalization of working-class struggles is needed. Only on this
basis can political representations thrive and resist absorption
by the capitalist state.
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FROM PROTEST
MOVEMENT TO
NEOLIBERAL
MANAGEMENT

Canada’s New Democratic Party
in the Eva of Permanent Austerity

BRYAN EVANS

Over its eight decades of existence, Canadian social democracy, as
expressed organizationally in the Co-operative Commonwealth
Federation—-New Democratic Party (CCE-NDP), has undergone
two programmatic and organizational transformations. The first
was a planned and formalized refoundation. Born in the heart of
the Cold War and its derivative “culture” of anti-communism, the
NDP’s emergence in 1961 expressed a declassed and technocratic
Keynesianism that signalled a retreat from class as the ideological
and organizational centrepiece of its politics. The construction of
the NDP was, from its inception, an adaptation to the economic
conditions of the golden age of postwar North American capital-
ism and to the political conditions prevailing through the 1950s
and 1960s. The second refoundational episode — an informal,
perhaps organic, adaptation in the 1990s to the now-embedded
conditions of neoliberalism — strengthened the foundations for
a social democracy that went beyond merely consolidating the
explicitly “liberal” and post-class political orientation that had
shaped the origins of the NDP.

This is not a uniquely Canadian trajectory. As with other
members of the Socialist International, New Democrats “began
to incorporate neoliberal policies into their programmes and
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rule as neoliberals in power” (Albo 2009, 119). Andrew Gamble
and Tony Wright (1999, 2) contend that “social democracy has
always had to change to survive.” It is “not a fixed doctrine but
a political movement, as protean as the capitalist economy.”
It is also not “a particular historical programme or regime or
political party or interest group, or even an unchanging set
of values.” Indeed, “its only fixed point is its constant search
to build and sustain political majorities.” This propensity of
social democracy to transform is a historically well-established
practice of adaptation to electoral defeat, which necessitates a
reconsideration of program and strategy. The supposed conse-
quences for failing to adapt to changing conditions are dire, for
“if socialists do not change they will disappear” (Sassoon 1999,
14). And, of course, each successive adaptation entails a clearer
rejection of a class-based politics (a politics that implies a cri-
tique of capitalism to a greater or lesser degree) and a firmer
embrace of capitalism.

If social democracy is indeed such a plastic political forma-
tion, then what is it? What is its political project? The answers
have been clear since the First World War. Social democracy
does not seek political transformation but rather alignment. It
does not seek to ask fundamental questions about the rational-
ity or structures of capitalism but rather to “modernize” these
and, where possible (but not necessarily), to create a degree of
space for labour, women, and ethno-racial minorities, as well
as for the role of the state in addressing political problems.
Since the economic crisis of the 1970s, however, the terrain
upon which postwar social democracy originally established
itself and manoeuvred to implement its redistributive program
has been transformed. Indeed, it has been argued that social
democracy, from the 1980s and into the 1990s, has undergone
“more change than in any decade since World War 11”7 (Kitschelt
1994, 3).

In part, one can explain the ongoing transformation of so-
cial democracy by reference to the structural changes within
capitalism. The nation state—centred political compromises of
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the mid-twentieth century gave way to a qualitatively differ-
ent capitalism. Neoliberalism, which Perry Anderson (2000,
17) characterizes as the “most successful ideology in world his-
tory,” has been such a powerful force since the early 1980s that
social democracy, ever adaptable and protean, has transformed
to accommodate itself to the new conditions created by neo-
liberalism’s rise. Resistance appeared futile and the limits and
outright failures of the Swedish and French social democrats to
construct an alternative economic policy appeared to provide
additional evidence that, indeed, there was no alternative. And
so, as Frances Fox Piven (1992, 18) notes, social democratic par-
ties everywhere are “acknowledging the necessity of adapting
to international markets and the austerity policies capital has
demanded, arguing mainly their own superior technical capacity
to develop and administer the neoliberal policies that will match
market imperatives.” In other words, social democrats contend
that they can manage neoliberalism better.

Much of the literature examining Canada’s principal social
democratic party, the cCF-NDP, is concerned with the “protest
movement becalmed” thesis, which argues that the party grad-
ually became much more concerned with electoralism than
with achieving social change and transforming class relations.
In other words, the prevailing political objective became elect-
ing as many representatives as possible with a view to winning
government. Consequently the CCE-NDP set upon a trajectory
of ever-increasing ideological moderation and internal organiza-
tional centralization. It must be recognized, of course, that the
CCF-NDP was never anti-capitalist. Although the ccr did, in its
formative years, advance a program of significant state interven-
tion into the capitalist economy, Mackenzie King, Canada’s prime
minister through part of the Depression and the 1940s, famously
characterized the ccr as “Liberals in a hurry.” Michael Cross
(1974, 6) confirms King’s description, noting that the ccr-NDp
was never “a socialist party in the orthodox sense. . .. The NDP
was created as a liberal party.” Canada’s ccr-NDP, like social
democracy everywhere, was and is completely integrated into
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the capitalist regime of accumulation rather than being a chal-
lenge to that regime.

It is not possible to fully understand the New Democratic
Party in ideological and political terms without a somewhat
broader historical frame of reference, including the party’s
founding in 1961 and some examination of its antecedents in
the Co-operative Commonwealth Federation. We can think of
the creation of the NDP as the first structured refoundation of
Canadian social democracy. While there was no comparable and
formal second refoundation within the era of neoliberalism, in
the wake of the free trade election of 1988, the NDP went through
various internal debates, providing evidence that a second re-
foundation did in fact take place.

The creators of the NDP hoped to reconstruct Canadian social
democracy and broaden its electoral appeal by presenting a more
moderate and therefore “modern” face. They believed that it was
strategically important to leave the Depression behind since an
era of seemingly perpetual prosperity and broad-based consump-
tion appeared to be increasingly firmly rooted in the lives of
“ordinary” Canadians. This strategy was an explicit adaptation
to and acceptance of the mixed market economy, regulated cap-
italism, and the declassed politics resulting from the conditions
of the Cold War and emerging working-class consumerism. In
short, social democracy embraced the society of mass consump-
tion. By the 1990s, the NDP had made further accommodations,
not with the mixed economy of regulated capitalism but with
its neoliberal variant: the party incrementally abandoned its
long-standing commitment to public ownership, redistributive
social policies, and the right of workers to organize and to have a
range of social protections to mitigate the most egregious effects
of a market economy.

In addition to the profound effect of neoliberal restructur-
ing, social democracy in Canada has been shaped by certain
characteristics of Canadian political arrangements and history.
Specifically, the federal structure of the Canadian state cre-
ated subnational units — provinces — enabled with substantial
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authority over economic and social policy and program delivery.
But although each province presents a distinct political economy,
New Democrats in power in different provinces take similar
approaches to governing. Second, Canadian social democracy
throughout its history has fully accepted the tenets and practices
of liberal democracy, along with the concomitant limitations for
a more radical theory and practice. This fundamental principle
largely restricts NDP strategy to a narrow electoralism and ex-
cludes a comprehensive critique of the undemocratic — or at best,
rather limited democratic — practices of the institutions compos-
ing the Canadian state. Consequently, a critical political program
seeking to push this state form to its limits and perhaps beyond
is not likely to be entertained. The result is a core narrative
running through the entire history of the NDP: integration into
liberalism in its first historical episode and into neoliberalism
in its second.

A SHORT HISTORY OF CANADIAN
POSTWAR SOCIAL DEMOCRACY

Gerassimos Moschonas (2002, 21) writes that in the wake of
the Second World War, “social-democratic parties successively
embarked on a process of doctrinal and programmatic derad-
icalization, constituting themselves as parties of ‘all the people.
The same general process took place in Canada. By 1956 it had
become evident that the ccr had stalled electorally and had
begun a incremental but continuous decline relative to its peak
showing in the 1945 federal vote, when it won 15.6 percent of the

”

popular vote. In each successive election, the cCF vote eroded,
reaching a low of 9.5 percent in 1958 (Whitehorn 1992, 2). This
limited electoral appeal was understood by the party leadership
as reflecting the inability of the cCF to adapt its Depression-era
program and organizational structure to the economic and pol-
itical realities prevailing in the 1950s.
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The CCF: From the Regina Manifesto
to the Winnipeg Declaration

Programmatically, the ccF was guided from 1933 to 1956 by the
Regina Manifesto. While a few of its provisions have given it an
exaggerated radical legacy, the Manifesto did nonetheless en-
capsulate a critique of capitalism. The cCF unequivocally stated
the party’s political objective in this document: “We aim to re-
place the present capitalist system, with its inherent injustice
and inhumanity, by a social order from which the domination
and exploitation of one class by another will be eliminated, in
which economic planning will supersede unregulated private
enterprise and competition, and in which genuine democratic
self-government, based upon economic equality will be possible”
(quoted in Young 1969, 304). The Manifesto proposed reforms
that it described as constituting a “far-reaching re-construction
of our economic and political institutions” (305) and “moved the
fight for immediate demands into a primary rather than a sec-
ondary position” (Penner 1977, 196). Specifically, it called for the
establishment of various state planning mechanisms within a so-
cialized economic order as the most effective path toward a more
equitable distribution of resources. Public ownership of banking,
insurance, transportation, communications, and electricity pro-
duction and distribution were given priority; after those sectors
were dealt with, socialization was to be extended to “mining,
pulp and paper and the distribution of milk, bread, coal and
gasoline” (Regina Manifesto, quoted in Young 1969, 305—6). While
the Manifesto famously called for “the eradication of capitalism”
(313), it did not articulate a strategy for how this would come
about save for an implicit acceptance of the parliamentary route
as the only acceptable strategy. Although the document empha-
sized public ownership, this is not necessarily anti-capitalist, as
indicated by government actions in the United States, United
Kingdom, and beyond in response to the global financial crisis.
As John Smart (1973, 203—4) writes, “The document was based
on an assumed rather than stated class analysis. No strategy was
enunciated for restructuring society.”
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The period from 1942 to 1945 marked a political high point
during which the ccF made impressive electoral gains, forming
the government in Saskatchewan and becoming the largest op-
position party in Ontario, British Columbia, and Alberta. Added
to this were four federal by-election victories out of a total of
eight. One national opinion poll in 1943 placed the party in
the lead. This success brought with it a turn to programmatic
moderation and bureaucratization of the party apparatus. Policy
positions expressed “a diminishing hostility to the social order,
modification in the proposals to change it, and a shift in time
perspective” toward more immediate objectives. In addition, the
organizational apparatus of the party expanded and its leader-
ship became much more professionalized. The locus of power
shifted from the grassroots party clubs to the centre (Zakuta
1964, 70).

The macroeconomic context, in Canada as elsewhere, was
also changing. By the mid-1950s, political and economic forces
were in the process of transforming Canada into a place rather
different from the country that had given birth to the ccF in
the years of the Great Depression. Unemployment, at 3.4 percent
in 1956, was hardly a crisis; the Keynesian welfare state and
the notion of the mixed economy was now orthodoxy for social
democrats, liberals, and conservatives alike, and Canada was
becoming increasingly urbanized. The occupational mix was
changing dramatically as the service sector in both the public
and private sectors expanded, and the conditions of the Cold
War worked to quash any critique of capitalism, no matter how
mild (Whitehorn 1992, 45). The identity of the worker-citizen
was being transformed in the context of expanding prosperity to
that of consumer-citizen. In addition, for the ccr, the Cold War
years contributed to a rethinking of the central role of public
ownership and nationalization in constructing an alternative to
capitalism. The national chairman, Frank Scott, in his opening
address to the party’s 1950 convention, suggested “that for any
socialist today to look upon every proposal for nationalization as
the acid test of true socialism, an act of faith rather than reason,
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is to be a little foolish. . . . While our fundamental purpose of
production for use remains, we must keep an open and intel-
ligent mind on the degree and timing of socialization” (quoted
in Penner 1992, 87-88). Clearly, the structural, ideological, and
demographic terrain that had provided the ccr with its social
and political foundation was shifting. Consequently, consistent
with Sassoon’s formulation of social democracy’s genetic require-
ment to “change or disappear,” the CCF set out to reinvent itself
just as several of its significant European sister parties had al-
ready done or were about to do.

A restatement of program and principles was found to be
necessary, and the result was the Winnipeg Declaration. This
document expressed a discernible shift in emphasis and tone.
Of course, as a product of the Cold War, it took a justifiable
swipe at the “new totalitarianism” established by the Stalinist
regimes composing the Soviet Bloc. And gone was the critique of
capitalism save for a general condemnation of the “immorality”
of “a society motivated by the drive for private gain and special
privilege” (quoted in Zakuta 1964, 170) and the inequality gener-
ated by a “growing concentration of corporate wealth” leading to
“a virtual economic dictatorship by a privileged few” (169). The
focus was shifted to democracy, peace, support for the United
Nations, and the extension of public ownership, but only where
necessary. Capitalism was, even rhetorically, no longer at issue.
The real political challenge for the ccF was not the eradication
of capitalism and the construction of the co-operative common-
wealth, as the Regina Manifesto had proclaimed; rather, the party
now faced the challenge of replacing this critique with a pro-
gram of class compromises seeking to make capitalism work in
a more democratic and redistributive manner. In this project,
Keynesianism became the official orthodoxy. This programmatic
development was not unique to the Canadian social democratic
experience. In 1958—59, major European social democratic par-
ties, including the Austrian, Swiss, German, and Dutch parties,
transitioned officially to Keynesianism, which meant dropping
any use of Marxist terms and analysis in their programs. The
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turn to Keynesianism was more than a perfunctory shift in
doctrine; rather, it was indicative of a profound change within
social democratic parties, marking their evolution from “reform-
ist workers parties into reform parties with worker support”
(Van der Linden 1998, 167).

Canadian social democracy was a multi-class movement from
its inception. However, in 1958, to underscore the significance
of the turn to Keynesianism, the process of embedding a speci-
fically multi-class — as opposed to working/producer-class —
politics was provided further momentum by, of all organizations,
the Canadian Labour Congress (CLC). At its 1958 convention,
the cLc adopted a resolution calling for the creation of a new
political party. The resolution stated: “There is the need for a
broadly based people’s political movement, which embraces the
CCF, the Labour movement, farm organizations, professional
people and other liberally minded persons interested in basic
social reform” (quoted in Knowles 1961, 127). A more explicit
statement for a pragmatic centrist and multi-class (and hence
declassed) refounding of Canadian social democracy is difficult
to imagine. With this resolution, and spurred by the near pol-
itical oblivion delivered to the ccF in the federal election a few
months after the cLC convention, the path toward a post-class
New Democratic Party was set. The CLC resolution captured
the sense that Canadian social democracy was less about trans-
formative change than about achieving electoral success as a
means to implement a program of social reform within the
context of a market economy. As noted above, the ccr began
its turn to centrism in the early 1940s, but with the Winnipeg
Declaration, the party set out on its first refoundation as a party
seeking to improve the management of capitalism rather than
to transform it.

In structural terms, the founding of the New Democratic
Party in 1961 sought to more effectively integrate the ccr and
CLC into a party that resembled much more closely the elector-
ally successful social democratic parties of Europe, Australia,
New Zealand, and Britain in terms of the relationship with the
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industrial trade unions. The defining feature of the party-union
nexus in the British Labour Party was the opportunity for affili-
ated unions to send blocs of delegates or blocs of votes to party
conventions based on the number of members in each local of
that union. Indeed, how trade unions and a social democratic
party structure their relationship is a politically important mat-
ter, but in the case of the ccF, “no formal rules (governing dues
payable, representation, or indeed whether union centrals, fed-
erations, or locals could affiliate) had been established” (Archer
1990, 15). The height of trade union affiliation with the party
was reached in 1944, when a mere one hundred locals holding
a combined membership of fifty thousand were officially affili-
ated. Illustrating the weakness of the union-ccF nexus is the
fact that this represented less than 7 percent of Canadian union
members (18).

The 1958 electoral disaster provided the impetus for explor-
ing the creation of a new party with strategically closer links to
labour. Despite the founding of the NDP in 1961 with the osten-
sible purpose of strengthening the union-party link, the ccr’s
concern with ensuring that the party not become dominated by
labour and remain “pluralist” persisted into the formative days
of the new party. While both the ccF leadership and organized
labour agreed that this new party was to be labour-based, the
CCF left was concerned that labour “would move the New Party
away from its ‘movement’ roots and into narrow electoral and
reformist politics. Moreover, they feared that labor would be a
conservative force within the party, diluting the ccr’s prairie
socialism, populism and radicalism” (Bernard 19935, 45).

The historical record, however, is clear. Labour would be sig-
nificant in political and financial terms within the new party
but it would not be dominant. And ironically, the tendency to-
ward moderation that more radical elements feared would come
to define the party.
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The Union-Party Nexus:
An Ambiguous Relationship with the Working Class

Given that the very formation of the NDP was intended to “inte-
grate labour and the party more fully” (Archer and Whitehorn
1993, 1), it is necessary to explore the political significance of this
relationship to the party. The “privileged” relationship of trade
unions is one of the general features of social democratic parties
everywhere and is in turn associated with a second characteristic
of social democratic parties: their significant electoral base in the
working class (Moschonas 2002, 22).

Chris Howell (2001, 7) writes that a “central part of the trans-
formation of European Social Democracy in the period since the
end of the 1970s has been a change in the relationship between
Left parties and organized labour.” In the case of the NDP, there
was, from the very formation of the “new party,” a practice of
containing the potential for the trade unions to exert too great an
influence over the party. While it is true to say that a “ubiquitous
and progressive loosening of the links between socialist parties
and trade unions is currently in progress” (Moschonas 2002, 132),
in the case of the NDP, the “loosening” began at its inception.

Leading up to the 2001 NDP convention, party leader Alexa
McDonough voiced her support for replacing the traditional del-
egated convention process to select the party leader, including
the delegate allocations for affiliated unions based on their total
membership, with a “one member, one vote” system (Chase 2001).
Ultimately the convention, with a vote of 69 percent, settled on a
compromise amendment that accepted the principle of “one mem-
ber, one vote” but also guaranteed that affiliated unions would
hold no more than one-quarter of the votes (Simpson 2001).

Canadian trade unions never did monolithically embrace
the NDP despite its founding objective to strengthen the link
between party and labour. The number of rank-and-file mem-
bers of unions affiliated with the NDp reached a high point in
1963 when 14.6 percent of Canadian unionists were members of
NDp-affiliated unions; thereafter, this affiliate member “density”
consistently declined (Archer 1990, 37; Archer and Whitehorn
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1993, 7). This is hardly an image of social democratic penetration
of the Canadian unionized working class, especially compared
to Britain, where in 1976 more than 89 percent of UK union
members were affiliated with the Labour Party via their union
(Archer 1990, 47). Hence, the NDP has been characterized less as
a “labour party or a party controlled by organized labour” than
as a “social democratic party with links of varying strength to
the union movement” (39).

This broad indifference toward affiliation is puzzling given
that through the 1960s and 1970s, union membership expanded,
particularly as public sector employment grew and the rights to
organize and bargain were won. In addition, this indifference set
up a political conundrum for the NDP. Not only was “membership
in an NDp-affiliated local found to be positively related to identi-
fication with and vote for the party,” but these individuals were
also much more likely than union members whose union was
not affiliated to the NDP to view themselves and their politics in
explicitly class terms (71). Thus, by extension, the more affilia-
tions, the greater the number of NDP votes. Ironically, given the
resistance to a strong trade union presence in the new party, the
historic weakness of the union-party nexus for the NDP is a key
variable in the general weakness of social democracy in Canada.
The reality is that labour, while being a core constituency within
the NDP, was never a dominant force: the number of trade union
affiliated delegates to party conventions has varied from a high
of 32.3 percent of all delegates at the 1971 convention to a low of
17.4 percent in 1981 (Archer and Whitehorn 1993, table 1).

Keynesianism Embraced and Abandoned.:
New Times, New Social Democracy

The ideological content of the new party expressed a full em-
brace of Keynesian-managed capitalism and, to underline the
point, the new program made no reference to socialism or social
democracy (Penner 1992, 93). In this respect, the program was
explicitly in favour of a mixed economy; it demarcated a clear
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role for the Canadian state in economic development and man-
agement operationalized through various advisory, planning,
and investment agencies. The party declared itself “the party of
full employment” and proposed to achieve this goal through a
“guaranteed employment act to ensure everyone a job as a ‘social
right,” as well as public funds for houses, schools, hospitals, and
roads” (quoted in Whitehorn 1992, 53). This reference to “public
funds” expressed a dramatic expansion of the broader public
sector, which in fact would take place in the last half of the
1960s. In addition, the public planning and investment agencies
envisioned by the NDP at its foundation would “promote steady
economic growth and full employment without inflation. A new
taxation policy would divert funds from private to public in-
vestment, redistribute the national income on a fairer basis and
help to regulate the pace of economic activity. Corporation taxes
would be increased, while lower income groups were promised
tax relief” (Avakumovic 1978, 193, 195). Therefore, the NDP was,
in ideological and policy terms, entirely consistent with the
classical formulation of postwar social democracy as “political
liberalism + mixed economy + welfare state + Keynesian eco-
nomic policy + commitment to equality” (Moschonas 2002, 15).

The Fordist-Keynesian framework, which had provided the
material basis for the social democratic welfare state project,
began unravelling in the 1970s under the stress of “economic
stagnation, inflation and a looming fiscal crisis of the state”
(Carroll 20035, 12). What made this a crisis for social democracy
was not only that its raison d’étre, the redistributive welfare
state, was increasingly unsustainable but also that its theoretical
framework, Keynesianism, was increasingly inapplicable to the
emerging new economic reality. The end result was that “social
democracy [was] not what it once used to be” (Upchurch, Taylor,
and Mathers 2009, 1).

Jim Laxer, a former federal NDP research director, criticized
the party for being “locked in the 1950s and 1960s” through its
adherence to “a Keynesian formula long after it had ceased to
be a useful guide to analysis and policy” (1984, 2—5). For Laxer,
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the problem was that the NpP did not understand how funda-
mental the changes in the Canadian economy through the 1970s
and into the early 1980s were. Laxer (1996, 126—27) argues that
NDP policy perspectives “derived from the social democracy of
the preceding quarter-century, was that the measures it relied
on to achieve economic stimulus . . . were not workable . . . in
the globalized economy of the 1980s.” The larger backdrop of
Laxer’s critique was that from the Winnipeg Declaration of 1956
through to the founding of the NDP in 1961 and into the 1980s,
the party’s political program had discernibly evolved away from
public ownership as a key means to achieve full employment
and replaced this with the technocratic approaches of Keynesian
fiscal and monetary policy. Canadian social democracy had not
yet come to understand the new politics that was being forged
through the process of neoliberal globalization and the resultant
social and economic restructuring.

Ideologically and theoretically, the NDP was increasingly con-
fused. With its Keynesian compass growing more unreliable and
lacking an alternative understanding of political economy, the
party would drift and seek to adapt to, rather than critically as-
sess and challenge, the changing terrain of capitalism.

The Political Economy of the New Social Democracy:
The Canadian Terrain

The second postwar refoundation of social democracy has its ori-
gins in a structural shift in the political economy that called for a
new “social contract.” Social democracy is enabled and sustained
by two institutional pillars: “internationally immobile capital in
the goods producing sector of the economy and a state with suf-
ficient revenue flows to provide a high social wage. In the 1970s
and 1980s both these preconditions . . . eroded” (Schwartz 1998,
253). A third pillar is a substantial trade union movement, cen-
tred on the industrial working class, that has developed organic
links to the mass-based social democratic party. The extent to
which this third pillar — the central place of the working class
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as the agent of change — can continue to provide the social base
for social deoncracy has been questioned in light of “the declin-
ing proportion of manual industrial workers in the labour force”
(Panitch 1986b, 3).

What happens to a social democratic party when these pre-
requisites have been eroded? Leo Panitch (1986b, 2) concludes
that “reformism was able to retain popular support and pro-
grammatic direction when it appeared the system could support
it, but it lost a good deal of both when economic conditions
and the bourgeois onslaught against previous reformist gains
in these new conditions combined to demonstrate how utterly
dependent the system . . . is on meeting the requirements set by
capitalists.” The weakness of social democracy’s three pillars has
contributed to the impasse of social democratic politics, which
has resulted in declining electoral success. Thus, the project to
redefine social democracy is an “attempt to transcend both old-
style social democracy and neoliberalism” (Giddens 1998, 26).

The search for a “new social democracy” has long had a Can-
adian variant, with social democratic intellectuals calling for
a “social democracy without illusions” before the Third Way
movement had officially declared itself (see Richards, Cairns,
and Pratt 1991). This was in large part a response to a decline
in state fiscal capacity. Budget deficits and accumulated debt of
Canada’s federal and provincial governments began to expand
dramatically through the 1980s and onward. The federal govern-
ment’s gross debt grew from $123.5 billion in 1980-81 to a record
$713.6 billion in the fiscal year 1999—2000 (Canada 2008). For
the three NDP-governed provinces in the early 1990s — Ontario
(1990-95), Saskatchewan (1991—2007), and British Columbia
(1991—2001) — the economic context combined with shrinking
transfer payments forced them to make revealing choices. In
short, rather than engage in activities to mobilize workers, espe-
cially the unorganized, and to build the party as a left-reformist
alternative to neoliberalism, the NDP chose to adapt to the con-
ditions presented. This included a centrist shift as a means of
broadening its electoral coalition not just beyond the industrial
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working class but instead of it. In policy terms, this was most
clearly marked by a sharp turn toward fiscal conservatism and
public sector austerity.

The core political base of postwar social democracy was to be
found in “an organic relationship between a dominant socialist
or social democratic party and the trade unions. . . . A harmoni-
ous and complementary relationship was established based on a
division of labour in which the party pursued the politics of state
and the unions conducted the politics of civil society” (Upchurch,
Taylor, and Mathers 2009, 2). Elsewhere, this arrangement has
been aptly termed the “labour-movement party” (Martin 1975).

The problematic of this nexus comes to the fore with the
transition to post-Fordist forms of work organization dominated
by smaller workplaces and the growth of service employment
relative to industrial production. Both of these dimensions are
characterized by dramatically lower union membership (Pontus-
son 1995), and if we accept the political centrality of the trade
union link to social democracy’s ideological, organizational, and
cultural existence, then such economic structural changes have
important implications for social democracy. The problem with
the weakening of the union-party nexus is not that there are
fewer working-class voters but rather that the efforts to adapt
social democracy to the conditions of post-Fordism can be seen
as a restating of Adam Przeworski’s “dilemma of class-based
parties.” Their electoral success, the argument goes, can only be
built through multi-class alliances, which are won at the cost of
“diluting its class orientation” (1985, 102). Przeworski’s problem-
atic is something of a misreading of class in that he appears to
confine this to the industrial unionized workers. But the problem
of declining trade union density is significant given the fairly
strong correlation between union membership and votes for
social democracy.

The mix of occupations has shifted rather markedly in Canada
from the primary and secondary sectors — where the industrial
working class is employed in manufacturing, mining, and for-
estry— and sharply toward the service sector. In 1960 the primary
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and secondary sectors accounted for 467 percent of all employ-
ment. By 1999 this had been reduced to 26 percent. In contrast,
over the same period, the service sector grew from 53.4 percent
to 73.9 percent of the total share of Canadian employment (Rob-
erts et al. 2005, table 2). Trends in unionization have tracked this
occupational and sectoral shift as the union-dense industrial
sector shrank relative to the union-weak service sector.

Canadian union density reached its historic zenith in 1987
with an overall density of 34.2 percent (Akyeampong 2004, 6).
By 2011 this had dropped to 297 percent (Uppal 2011, 3). This
decline masks more serious changes in the composition of trade
union membership. Within the private sector, the density de-
clined from 29.8 percent in 1981 to 17.4 percent in 2011 (Moris-
ette, Schellenberg, and Johnson 2003, table 2; Statistics Canada
2006; Canadian Labour Congress 2012). In certain industries —
notably resource extraction (forestry, mining, oil and gas) and
manufacturing, the historic bedrock of industrial trade unionism
—an even more precipitous decline is evident: union density in
these two industrial sectors declined from 46.0 percent and 43.9
percent, respectively, in the late 1980s to 20.2 and 24.1 percent
in 2010 (Uppal 2011, 8).

Such declining levels of union density, particularly in the
social democratic heartland sectors of the industrial working
class, combined with a substantial occupational shift into servi-
ces, have compelled a rethinking of centre-left political strategy.
What has been questioned is the central role of the working
class as an agent of political change (Panitch 1986b, 3) or, per-
haps more accurately, as the essential electoral base for a party
seeking to win government. Ed Broadbent, the longest-serving
leader of the federal NDP (1975-1989), contemplated how social
democracy might adapt to the shifting socio-economic terrain
of post-Fordism: “New approaches must take into account the
radical change in the nature of families, the expanding role of
women in the economy, and the reduced need for unskilled blue-
collar workers. The negative effects of large public and private
bureaucracies must also be countered” (1999, 90).
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The Problem of Class Identity

Studies of Canadian voting behaviour over the past forty years
have consistently demonstrated the low level of class-based vot-
ing in comparison to other Western liberal democracies. Indeed,
religious and regional cleavages regularly appear to be a more
salient factor in voter determinations than class (Alford 1963;
Gidengil et al. 2006; Pammett 1987). The lack of class-based vot-
ing among the Canadian electorate is particularly pertinent to
the NDP, as it is purportedly a political vehicle for the working
class. However, even among NDP voters, class has proven to be a
marginal concern in determining electoral support for the party.
While class is not inconsequential to NDP support, past stud-
ies have demonstrated a relatively weak relationship between
working-class identification and support for the party (Pammett
1987; Gidengil 1992). Similarly, although union membership does
increase the likelihood of voting NDP, Archer (1985) concludes
that the overall electoral impact of the union vote is relatively
small.

NDP electoral results appear only to confirm such conclusions.
Working-class and union members are at least as likely to vote
for conservative parties. In the 1997 federal election, the NDP
secured the support of only 8 percent of manual workers, while
fully 29 percent voted for the populist right-wing Reform Party
(Gidengil 2002, 283). Similarly, 20 percent of union members
chose Reform in 1997, while only 15 percent opted for the NDP
(282). Equally disconcerting for the NDP was the flight of public
sector workers — traditionally a bastion of NDP support — toward
Reform in the 1997 election (282). These trends appear to have
continued into the 2000 election, with Liberals winning 41 per-
cent of union members’ votes; the Canadian Alliance, 27 percent;
and the NDP, 12 percent. In other words, 88 percent of union
members voted for parties other than the NDP (“Why the NDP”
n.d). While the NDP managed to regain a significant amount of
union support in the 2004 election, its 28 percent of the union
vote still trailed the 30 percent of union members that the Con-
servative Party garnered (Gidengil et al. 2006, 9). Moreover,
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manual and non-manual workers voted the same as they had in
the past, with income a minor factor for the NpDp. While people
with low household incomes were more likely to vote NDP than
those with high incomes, these effects were offsetting and the
net impact on the NDP vote was minimal (9). Thus, while the
2004 election revived the NDP to its traditional level of support
(18 percent), it remains without a deep class basis.

In comparison to the social democratic parties in Europe,
Australia, and New Zealand, the NDP’s political links to the
working class are clearly, in general terms, tenuous. Yet although
the party, while significant, is far from hegemonic within the
Canadian working class, it cannot be denied that within regional
pockets, the NDP is very much the “labour party.” In northern
Ontario, Winnipeg and northern Manitoba, Vancouver and Van-
couver Island, Hamilton, and Windsor, the NDP is electorally
successful. These are also cities and regions with a history of
class-based politics marked by significant union membership.
The NDP may not be a class party but it is a qualified and uneven
party of the class.

The NDP’s heterogeneous class composition has contributed
to a characterization that the party is “bifurcated” (Archer and
Whitehorn 1997, 52). This refers to a clear socio-economic divide
between the party’s union and non-union convention delegates.
Surveying 1987 federal convention delegates, Archer and White-
horn found that 58.4 percent of non-union delegates were profes-
sional or “white collar” workers who reported “levels of education
far above those of a cross-section of the Canadian public.” In
contrast, more than half of union delegates possessed no more
than a high school diploma (52). The class identification of these
delegates reflected these differences: more than 40 percent of
union delegates identified themselves as belonging to the “work-
ing class” compared to 21.4 percent of non-union delegates (54).
And on the most salient question for any socialist, the question
of the centrality of class struggle, 54 percent of delegates agreed
that class conflict was the primary basis of political struggle
while a full one-third disagreed. This in itself is an interesting
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indicator of a certain degree of de-classing of Canadian social
democratic politics, but it becomes much more pronounced when
union and non-union delegates are compared. Of the 54 percent
of delegates who agreed that class conflict was central to Can-
adian politics, almost 61 percent were union delegates while 52.5
percent were non-union delegates (54).

Lynda Erickson and David Laycock’s 1997 Canadian Social
Democracy in Transition survey, perhaps the most comprehen-
sive study of the attitudes and opinions of NDP members ever
conducted, came to very similar conclusions. In an analysis
based on the survey, Erickson and Laycock (2002) described the
challenges confronting the Canadian NDP in the 1990s as not
fundamentally dissimilar to those of other social democratic par-
ties. For social democrats everywhere, the political environment
had been fundamentally altered by two developments. First and
foremost was the relative “popularity” of the New Right’s hegem-
onic orthodoxy, which entailed privatization and deregulation, a
reduction in public expenditures and taxes to fund public servi-
ces, and a reduction in social program entitlements. In response
to the shifting political terrain, social democrats elsewhere have
reconsidered both the role of the state in economic management
and the commitment to egalitarianism. Erickson and Laycock’s
survey found that New Democrats resolutely supported egalitar-
ian values and redistributive policies, and showed little interest
in reducing the state’s role in social change. However, it is sig-
nificant that support for expanding public ownership appears to
have declined rather dramatically when compared to a survey
from 1989, which found that 79.1 percent of delegates supported
a policy of expanding public ownership throughout the economy
(Archer and Whitehorn 1997, 134). In contrast, the 1997 survey
appeared to indicate that support among New Democrats for this
policy direction had declined rather substantially to 42 percent
(Erickson and Laycock 2002, 310). This apparent decline in sup-
port for public ownership among Canadian social democrats may
well be indicative of an ideological shift consistent with social
democracy more generally.

Social Democracy After the Cold War



NEW DEMOCRATS IN POWER:
“THERE IS NO ALTERNATIVE”

As of 2011, the ccF-NDP has demonstrated the electoral cap-
acity to form government in five provinces and one territory:
Saskatchewan (1944-64, 1971-82, 1991—2007), British Colum-
bia (1972—75, 1991—2001), Manitoba (1969—77, 198188, 1999—
present), Ontario (1990-95), Nova Scotia (2009—present), and
the Yukon Territory (1985-92, 1996—2000). Where New Demo-
crats have been elected to government, especially in the last
two decades, they have been hardly distinguishable from other
pragmatic centrist governments operating in an age of neolib-
eralism. Proximity to government power in certain provinces
may explain, for example, why “Saskatchewan and British Col-
umbian members appear to be the most consistent anchors for
what may count as the political right in the party” (Erickson
and Laycock 2002, 316).

In 1990 and 1991, New Democrats were elected to government
in Ontario, Saskatchewan, and British Columbia. Leo Panitch
and Donald Swartz (2003, 104) asked whether this convergence
of electoral victories could “set a new agenda that would make a
break with the era of coercion.” But this was not to be. The “tra-
gedy of the NDP,” according to Panitch (1992, 174-75), was that,
save for the Saskatchewan wing, the party did not govern during
the founding years of the Keynesian welfare state project but
instead came into a governing role “at the end of that era.” The
previous decade of the 1980s was transformative in that it was
witness to the ascent of neoliberalism to hegemonic orthodoxy.
Social democratic governments everywhere provide examples
of what “modern” social democracy does when in government:
welfare state restructuring, including privatization and an aban-
donment of redistributional social and economic policies, have
become part of the policy toolkit of the “new” governing social
democracy.

EVANS . From Protest Movement to Neoliberal Management

65



66

Ontario: Social Democracy’s Conversion to
Progressive Competitiveness

The New Democrat government of Bob Rae (1990—95) presents
something of a Canadian case study of the ideological confusion
within social democracy. After its election victory, the NDP in
Ontario initially attempted to apply Keynesian demand stimulus
measures, but they moved rapidly toward fiscal conservatism
and a program intended to shrink the public sector. And thus
the impasse of social democracy found its Ontario expression.
Abandonment of Keynesianism by the Ontario NDP is typ-
ically identified with the Social Contract Act of 1993. This legis-
lative intervention rolled back public sector wages and led to a
major split between the party and its public sector union allies
as well as the Canadian Auto Workers union. However, in his-
torical perspective, this was simply the denouement of a process
of ideological rethinking that began before the NDP became the
governing party. In 1988 the Ontario NDP’s economics critic in
the legislature, Floyd Laughren, initiated an economic policy
review by consulting with a group of leftist intellectuals. Their
contributions reflected a tension between progressive competi-
tiveness and class perspectives. For the most part, the exercise
was not taken seriously (Walkom 1994, 93). However, the lack
of consensus with respect to direction was but one problem with
the party’s attempts to build robust economic policy. Another
was that this rethinking took place in the late 1980s, when the
province was in “a relative boom, so that the underlying crisis of
permeable Fordism was harder to perceive” (Jenson and Mahon
1995, 160). Riel Miller, who had organized the policy review,
wrote a follow-up paper for the Ontario NDP caucus’s Planning
and Priorities Economic Subcommittee, wherein he proposed
a total break with social democracy’s Keynesian tradition. The
redistribution of income and wealth was no longer the role of the
state; rather, the state must work to improve “social productivity,”
which would be achieved, according to Miller, “by establishing a
network of ‘social contracts’ with ‘representative organizations’
such as unions, the women’s movement, environmentalists, and
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aboriginal groups. These social contracts would not be the Euro-
pean style agreements over wages, employment and inflation. . . .
Rather, the NDP should negotiate specific social contracts about
‘tangible legal rights and economic and social programs.” Areas to
be negotiated would include pension-fund management, labour
relations, environmental policy, training and public services”
(quoted in Walkom 1994, 95). Two years later, Bob Rae led the
Ontario NDP into government as Ontario entered the deepest
recession since the 1930s. They soon discovered they had inher-
ited a deficit of $3 billion, which by the time of the NDP’s first
budget in 1991, had grown to $9.7 billion (Ontario Ministry of
Finance, 1991, 3).

In policy terms, the Ontario NDP maintained the progres-
sive competitiveness approach initiated by the former Liberal
government, but with the election of the New Democrats, it was
to become much more clearly articulated (Bradford and Stevens
1996, 147). A clear role for the state as a “market reinforcing
rather than market replacing” actor is envisioned by progressive
competitiveness approaches (Howlett and Ramesh 1993, 172-85).
Neocorporatist partnerships are central to a more robust role for
the state in “supporting and promoting adjustment to the new
realities of a global economic system. . . . Much of this activity
lies in facilitating technological adaptation, promoting human
capital development through increased emphasis on training,
and orchestrating partnership between business, labour and
government to pursue competitiveness” (McBride 1995, 75).
Whereas the corporatism of social democratic Keynesianism
was designed to negotiate tradeoffs between full employment
and inflation through public policy interventions such as nego-
tiated wage controls and expansion of the range of public goods
and services, post-Keynesian neocorporatism became a means to
enlist the support of key economic actors in the drive to improve
competitiveness.

Ontario’s first NDP budget, delivered on 29 April 1991, sent
two unequivocal messages regarding economic change and fis-
cal policy. It looked back toward a Keynesian past and, arguably,
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forward to a future of progressive competitiveness informed
and shaped by human capital theory. Finance Minister Floyd
Laughren told the legislature: “We believe that government can
and should be active in supporting positive economic change
and in ensuring that the costs of adjustment are shared fairly.”
He went on to say, “It is important for people to understand
that we had a choice to make this year — to fight the deficit or
fight the recession. We are proud to be fighting the recession”
(Ontario Ministry of Finance, 1991, 1, 3). The progressive com-
petitiveness theme was most clearly expressed in Budget Paper
E, in which the government’s economic policy goal was identi-
fied broadly: “Ontario must promote equitable structural change
through comprehensive economic and social strategy aimed at
sustainable prosperity” (86). However, the paper explicitly dis-
missed more aggressive flexibilization strategies associated with
the New Right, saying that “Ontario cannot afford the rigidity
induced by policies which focus on cutting wages and eroding
public sector contributions to productivity” and that federal gov-
ernment policies of this nature lead “neither to higher incomes
nor to an enhanced capacity to adapt” (87). The paper argued
for an alternative approach in which “government is to play a
role as facilitator of structural change, not only to minimize the
costs of transition and distribute them more fairly, but actively
to promote the development of high-value added, high-wage jobs
through strategic partnerships” (87).

More concretely, this would mean policies that support long-
term competitiveness, the key elements of which included “the
ability to improve productivity performance, the skills and adapt-
ability of the labour force, the quality of management skills, the
capacity for technological innovation, organizational flexibility
and a strong foundation of physical and social infrastructure”
(87). The Ontario state would perform a central role in facilitat-
ing these outcomes by constructing “new institutions for social
learning and partnership development” (Bradford and Stevens
1996, 148) such as the Sectoral Partnership Fund and the Ontario
Training and Adjustment Board, announced in the 1992 and 1993
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budgets, respectively — budgets that both expressed and enabled
the new industrial policy regime.

The turn to progressive competitiveness was short-lived since
the NDP was unable to withstand pressures to shift its focus
toward a policy of public sector austerity. The ensuing Social
Contract Act constituted the most abrupt rupture with Ontario’s
postwar history. Never before had public expenditures been so
deeply cut. Despite the NDP government’s distinctive “mixture of
post-Keynesian rhetoric and proposals designed to elicit union
consent” (McBride 1995, 78), ultimately it was single-mindedly
focused on public expenditure cuts and marked Ontario’s most
explicit adaptation to the requirements of neoliberalism. It was,
in fact, a turning point in the history of social democracy in
Ontario and Canada. On 28 April 1995, Premier Rae called
an election for 8 June. The political repercussions for the New
Democrats were harsh: they saw their share of the popular vote
fall to less than 21 percent and returned only seventeen MpPs.
The Progressive Conservatives, campaigning on the themes ex-
pressed in their campaign manifesto with the Gramscianesque
title of “The Common Sense Revolution,” jumped from 24 per-
cent of the vote and sixteen seats to 44.8 percent and eighty-two
seats. The logic that the social democrats had put in motion was
now about to be played to its conclusion.

Only in the 2011 election did the Ontario NDP recover from
the decline in support that followed the Rae government. In
the general elections of 1999, 2003, and 2007, the party’s vote
trawled historic lows, winning 12.6 percent, 14.7 percent, and
16.8 percent, respectively. The result has been a paucity of legisla-
tive seats; winning more than ten seats has proven elusive. This
belies a history of healthy third-party status and, on occasion,
the possibility of more. In general elections from 1967 to 1987,
the Ontario NDP averaged one-quarter of the popular vote and
formed the Official Opposition following the elections of 1975
and 1987. What fractured the electoral base of the party was more
than the divisions created by the Social Contract Act. Public policy
is concerned with decisions to act as well as not to act, and the
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Ontario NDP made important decisions not to act. The govern-
ment did not pursue a fundamental overhaul of the Employment
Standards Act — the “collective agreement of the unorganized,”
as it is known. Expansion of minimum wages, vacation time
and hours of work, workplace governance, and enforcement for
the unorganized may well have helped build and strengthen a
political coalition. In addition, broader-based bargaining — that
is, a mechanism whereby the benefits of collective bargaining
could be expanded throughout a sector — was not seriously con-
sidered. And, of course, the abandonment of the long-standing
party commitment to a publicly owned auto insurance system
signalled that there was little integrity to Ontario’s social demo-
cratic project. The entire NDP episode in Ontario was indeed a
case of “giving away a miracle” (Ehring and Roberts 1993).

The general election of 2007, the third post-Rae era campaign
led by Howard Hampton, signalled that the political base was
drifting given the inability of the party, more than a decade
after the end of the Rae government, to reconstruct itself as a vi-
able alternative for voters. The vote increased a mere 2.1 percent
over the 20073 total. The party’s empty campaign slogan of “Go
Orange” was without content. The party platform did not offer
a new vision of how to tackle industrial decline, economic polar-
ization, sustainable development, or an alternative energy policy;
instead, it proffered a narrow set of six proposals: a $450 health
tax rebate; an immediate increase in the minimum wage to $10
per hour; more stringent environmental regulations; an added
$200 per student to the education budget; a tuition fee rollback;
and improved home care. All were laudible measures, but they
were completely contained and lacked any overarching policy
framework. The result was that the Green Party clearly became
the party of protest, gaining 3.7 points for a total of 8 percent.
More significantly, the re-emergence of a Liberal-Labour alliance
that began with the 1999 election and then became sustained
and deeper threatened not only the NDP’s political fortunes but
also its capacity to put forward any sort of class politics. A coali-
tion of unions under the banner of Working Families Coalition
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(comprising the Canadian Auto Workers, two teachers’ unions,
and the building trades) campaigned on issues that could easily
be understood as an endorsement of the Liberal record (Evans
and Albo 2007). In fact, between 2000 and 2003, “union dona-
tions to the Ontario Liberal party surpassed union donations to
the Ontario NDP” (Savage 2008, 178). In programmatic terms, it
is unclear whether Ontario’s social democrats are different from
the Third Way—informed Liberals in any meaningful way. And
it is uncertain if the NDP is even able to rethink itself in such
a way as to differentiate itself from “moderate” neoliberalism.

The NDP Western Base: Manitoba, Saskatchewan,
and British Columbia

Three of the four provinces west of Ontario have provided the
NDP with its greatest electoral success at the provincial level.
What makes the western bastions of the NDP particularly inter-
esting is that Canadian social democracy had an opportunity in
two distinct historic moments to show what it would do with
power in all three provinces: first in the early 1970s, just as the
Keynesian era was about to head into crisis, and second in the
1990s, during the high-water mark of neoliberalism. The com-
parison of the two is instructive as a demonstration of continuity
and adaptation of the Canadian social democratic experience to
the shifting terrain of liberal capitalism — whether essentially
Keynesian or neoliberal.

The three NDP premiers of the early 1970s — Ed Schreyer
(Manitoba, 1969—77), Allan Blakeney (Saskatchewan, 1971-82),
and Dave Barrett (British Columbia, 1972—75) — shared both a
“common indifference to ideology” and a policy agenda focused
on “cautious income redistribution, improved public service
and a pay-as-you-go fiscal orthodoxy” (Morton 1977, 147, 148).
For Canada’s social democratic provincial governments, this
was a defining period. The inflation controls proposed in late
1975 by Prime Minister Trudeau, while rejected by the federal
New Democrats, were supported by the NDP governments of
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Manitoba and Saskatchewan. Even the Bc NDP, defeated shortly
before Trudeau’s announcement, offered contingent support
(194). It was this juncture that portended a growing rift between
labour and its political arm (Brown, Roberts, and Warnock 1999,
26). The real issue was not simply that the trade unions and the
NDP governments had a policy difference. More significantly, it
was a policy difference rooted in what was to be fundamental
restructuring of state-labour-capital relations that would be
played out for decades to come. Leo Panitch and Donald Swartz
(2003, 29) frame the era: “The wage controls imposed in 1975
coincided with the inauguration of monetarism as the guiding
practice of monetary policy in Canada, while fiscal policy in
the last years of the 1970s showed a growing tendency to belt-
tightening.”

Saskatchewan’s Transformation:
From Agrarian Socialism to Neoliberalism

The experience of NDP governments in Saskatchewan is a study
in contrasts as well as an expression of social democratic adap-
tation to the requirements of capitalism, whether Keynesian
or neoliberal. The Blakeney government of the 1970s was the
last traditional Keynesian social democratic government in that
province. Romanow’s government of the 199os was a stark rejec-
tion of that “old” social democracy. The case of Saskatchewan,
where the NDP was the “natural governing party,” is instructive
in demonstrating that the Canadian social democratic project
has not been an exception to the more general transformation
of social democracy.

Warnock (2004, 366) sums up the programmatic and policy
content of the Blakeney government as follows: “The NDP govern-
ment under Allan Blakeney expanded the role of the government
in the economy. Resource extraction industries were enhanced,
and the government used higher taxation, private-government
joint ventures and Crown corporations to significantly increase
the share of resource rents going to the provincial government.
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New social programs were introduced. The minimum wage was
set as the highest in Canada. Social assistance rates were raised
significantly. Trade union membership increased.” While the
“commanding heights” of the economy were never under public
ownership in Canada, Blakeney’s government employed public
ownership as an economic development instrument in efforts to
diversify the province’s economy. A rather dramatic expansion
of the public sector took place between 1971 and 1976, with the
establishment of six new Crown corporations: FarmStart Cor-
poration, SaskMedia, SaskComp, Saskatchewan Development
Fund, Saskatchewan Housing, Potash Corporation of Saskatch-
ewan, Saskatchewan Oil and Gas Corporation, Saskatchewan
Trading Corporation, and Saskatchewan Mining Development
Corporation (Rediger 2004, 104). And this was in addition to
existing Crowns such as SaskTel, SaskPower, Saskatchewan Gov-
ernment Insurance (SGI), and the Saskatchewan Transportation
Company (STC).

Still, there were signs even during this golden age of Can-
adian social democracy of a shift in the class composition and
ideological orientation of the party. Through the 1970s, the
leadership of the party was drawn increasingly from the ranks
of the professional middle classes: “middle level civil servants,
lawyers, teachers, credit union and co-op bureaucrats and often
professional and middle managers” (Brown, Roberts, and War-
nock 1999, 26). In 1975, Blakeney’s support for wage and price
controls drew criticism from the trade unions, but the rela-
tionship with labour reached a breaking point in 1981, when
the NDP government introduced, and later passed, the Labour-
Management Dispute (Temporary Provisions) Act. The legislation
was a response to a very specific workplace conflict that had
led to cancer treatment clinic workers taking legal strike action.
While the legislation ended the strike by ordering these workers
back, it was drafted in such broad terms that it could be applied
to any strike (Leyton-Brown 2006). The Saskatchewan labour
movement was outraged by this intervention and vowed not to
support the NDP in the impending provincial general election,
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an important factor in the defeat of the Blakeney government
(Brown, Roberts, and Warnock 1999, 26).

In 1991, under the leadership of Roy Romanow, the NDP re-
turned to power, but this was a very different party from that of
the 1970s. The Saskatchewan NDP campaign focused on eliminat-
ing the $5.2 billion provincial debt and balancing the province’s
public finances. The new government’s first budget of 1992 sig-
nalled that this would be a different form of social democracy.
Rather than rolling back the privatizations and regressive tax
policies of the previous Conservative government, the Romanow
government pursued the same general approach to public policy,
including lowering the taxes and royalties of resource companies.
Government revenues therefore proved insufficient to support
both the objectives of achieving a balanced budget and sup-
porting social programs. Consequently, the government shrank
social programs, resulting in the closing of fifty-two hospitals,
a reduced education budget, and the capping of social assistance
rates at their 1982 levels. But more than this, and further mark-
ing a distinct turn from the reformism marking previous NDP
governments, Romanow was not concerned with substantively
improving the legislative protections for workers. His govern-
ment broke public sector worker strikes and allowed what had
been one of the highest minimum wage rates in the country to
fall to one of the lowest (Warnock 2004, 369-70, 373).

A discernible shift took place in Saskatchewan’s social de-
mocracy in the 1990s, marked by the ascent of a much more
market-oriented approach to economic policy. As economist
Peter Phillips (1998, 46) characterized it, “the approach was
broadened from the more traditional industrial development
model toward an enabling, climate setting strategy. Instead of
programs and investments, successive governments have tried to
make the province and its policies more attractive to investors.”
Underlining the break with the social democracy of Blakeney’s
government, the policy continuity of “successive governments”
was that of the Conservative and NDP governments of the 1980s
and 1990s.
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A significant policy document issued by the Romanow gov-
ernment in 1992 and titled Partnership for Renewal: A Strategy
for the Saskatchewan Economy set out the policy framework for
the “climate setting” referred to above. It envisioned a path to
economic development that differed starkly from the Blake-
ney government’s deployment of Crown corporations. Instead,
economic policy-makers would seek to reduce regulations and
taxes to encourage private sector investment; furthermore, there
would be no renationalization of the privatized Crown corpora-
tions, nor would new ones be created. The minister of Economic
Development, who released the report, said: “We will establish a
much more focused approach to economic development, where
business people are treated a little easier” (quoted in “Saskatch-
ewan Unveils” 1992; see also Yeates 2001, 60). The market, not the
provincial state, would lead the province’s development (Fernan-
des 2003, 6). In 1996—97 the government launched a full-scale
review of its five major Crown corporations in addition to other
entities in which the government had a significant investment.
This substantive review included an academic conference held in
Regina in 1996. The process ended with a report, Saskatchewan’s
Crown Corporations: A New Era, released in June 1997. It recom-
mended that four of the Crown corporations — those concerned
with electricity, auto insurance, telephone communications, and
natural gas distribution — remain publicly owned. However, it
recommended a policy of commercialization whereby Crown
corporate governance and operations would be structured to
allow greater management flexibility in strategic and human
resources policies in order “to be responsive to shifting market
conditions and succeed in an era of increased competition and
deregulation” (quoted in McGrane 2006, 7). In practice, this
meant that ministers were removed from the governing boards
of the Crowns and the Crowns began to operate in other prov-
inces —and, indeed, outside of Canada — providing their services
on a for-profit basis (Warnock 2004, 371; McGrane 2006, 7).

A scaled-back privatization agenda continued. The govern-
ment sold its equity in four companies — the Potash Corporation
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of Saskatchewan, Sask Oil, Cameco, and the Lloydminister
Heavy Oil Upgrader — and Sask Forest Products was sold to
MacMillan Bloedel. What’s more, the government removed the
limits, imposed by the previous Conservative government, on
how much of the privatized Crowns could be bought by foreign
investors (Warnock 2004, 371).

In the aftermath of the 2003 general election, in which the
NDP won re-election with a larger share of the popular vote than
they had had before the election, Erin Weir (2004, 1) questioned
whether the returned government would pursue a social demo-
cratic agenda, which he defined as creating a policy program
of expanded public services and a progressive redistribution of
wealth. In a trenchant analysis of the Romanow-Calvert gov-
ernments, Weir stated that the “government of Saskatchewan
has moved in the opposite direction in recent years by cutting
income taxes and resource royalties” (3). Under Premier Roma-
now, resource royalties were lowered from 27 percent, which
had been established by the previous Conservative government,
to 17 percent; the decrease had the effect of financing private
sector expansion “by foregoing millions of dollars of royalty rev-
enues every year” (4—5). The loss of revenue as a result of the
cuts to income taxes and resource royalties ensured that the
Saskatchewan government did not possess the fiscal capacity
to act on the defining features of social democracy — improving
and expanding public goods and services as part of a program
of resource redistribution (10).

The transition to neoliberalism in Saskatchewan can be seen,
in retrospect, in certain actions of the Blakeney government, but
this process was consolidated by the NDP governments led by
Roy Romanow and his successor, Lorne Calvert (Warnock 2004,
381). In the Canadian context, no other case so vividly presents
the neoliberalization of social democracy as does Saskatchewan,
given the stark comparison between two governments of the
same party representing very different eras in the history of
social democratic governance. Perhaps more significantly, the
two governments of Blakeney and Romanow-Calvert point to
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the dependence of social democracy on capitalist economic de-
velopment. As capitalism transforms, so does social democracy.

Manitoba: From “Old” Social Democracy
to “Today’s NDP”

Manitoba was the second province in Canadian history to elect
a social democratic government — that led by Ed Schreyer from
1969 to 1977. A certain policy continuity linked the governments
led by Schreyer and Howard Pawley (1981-88), who were more
traditional Keynesian-era social democrats than Romanow or
Calvert, although Pawley clearly governed at a time when neo-
liberalism was in the ascendant, if not hegemonic. Gary Doer’s
government (1998-2009) was much more akin to that of Roma-
now, providing a second case study in the neoliberalization of
Canadian social democracy.

Ed Schreyer’s government introduced several important re-
forms serving to decommodify certain goods and services. For
example, the Manitoba NDP established comprehensive pharma-
ceutical insurance for seniors as well as universal not-for-profit
nursing home care, a minimum income program targeting the
working poor, and an unprecedented “equal pay for equal work”
provision in labour law to end pay discrimination based on a
worker’s sex (Bernard 1991, 145). However, as with Blakeney,
Schreyer’s support for Trudeau’s anti-inflation wage-controls pro-
gram engendered a sharp rebuke from labour. Despite the relative
caution of the Schreyer government, eight years of NDP govern-
ment was enough to galvanize the Manitoba business community
behind the Conservative Party led by Sterling Lyon. Lyon was an
unrepentant neoconservative and, in Canadian terms, somewhat
ahead of his time. In particular, his government reduced spend-
ing on popular social programs and, in doing so, engendered a
political backlash such that the Conservative government was
broadly seen to be “hostile to the aspirations of ordinary people”
(Chorney and Hansen 198s, 11). For the NDP, the actions of the
Conservative government pushed explicitly class-based issues to

EVANS . From Protest Movement to Neoliberal Management

77



78

the fore in Manitoba. In the ensuing general election of 1981, the
NDP, now led by Howard Pawley, modelled its policy agenda on
that of Blakeney’s NDP government in neighbouring Saskatch-
ewan. Public ownership was put forward as a means of promoting
economic development and to position the provincial government
as a “resource entrepreneur” (Netherton 1992, 194). Indeed, upon
winning the election and returning to government, the NDP
established a new Crown corporation — ManQil, modelled on
the Saskatchewan Oil and Gas Corporation — as well as several
other resource development corporations mandated to develop
the province’s north (Wesley 2006, 10). At the same time, the
Pawley government was very explicit in saying that “it would
not seek to strike out on radical paths of either nationalization
or of large-scale public spending” (Chorney and Hansen 1985, 12).

In addition to employing the power of the provincial state
toward economic objectives, the Pawley government brought
forward a number of significant reforms in labour law, including
new regulations preventing the use of strikebreakers, the estab-
lishment of a legal right for striking workers to be reinstated
at the conclusion of a strike, a new pay equity act, an amended
Employment Standards Act to provide for paternity leave and im-
proved mass layoff notification provisions, and the establishment
of final offer selection binding arbitration in the Labour Relations
Act (Panitch and Swartz 2003, 115). Still, many of these reforms
were rather modest and were already in place in non-NDP prov-
inces such as Ontario.

Despite these nods to more traditional postwar social demo-
cratic reforms, the Pawley government “slipped into the crisis
of social democracy” as it possessed neither the fiscal resources
nor sufficient political conviction to pursue a comprehensive
strategy of economic development through public ownership.
Perhaps more pointedly, the Pawley government was “cautious
and at times fearful of the political consequences of policy in-
novation” (Netherton 1992, 195). In 1986 the Pawley government
was returned, but only barely, as its majority in the legislature
was reduced to two seats. The ongoing provincial government
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deficits and debt became a political issue, and the government
turned to a program of public expenditure restraint (198). The
NDP’s defeat in the 1988 election arguably marked a historic
watershed: the last modestly Keynesian social democratic gov-
ernment in Canada came to an end (Netherton 2001, 222). As in
Saskatchewan, a rather different NDP would be constructed in
Manitoba over the next decade.

Gary Doer explicitly modelled his politics on that of Tony
Blair and the Third Way. In more than twenty years as party
leader, and as premier since 1999, he has successfully trans-
formed the party that now describes itself as “today’s NDP” so as
to differentiate it from the “old” social democracy linked to public
ownership and redistributive policies (Lett 1997, 1998). Leading
the NDP in his second election campaign in 1995, Doer’s most
significant commitment was that an NDP government “would not
raise any of the major personal tax rates.” The election platform
proposed that the NDP would seek to make the tax system more
“fair,” expand the roles of nurses in delivering health care, and
update the Environment Act, but these pragmatic reforms were
all predicated on no increase in public expenditures (Carr 1995).
Although the NDP did not win the election, it did gain three
seats for a total of twenty-three.

Doer led the party back into government in 1999 and further
succeeded in winning majority governments in the general elec-
tions of 2003 and 2007, placing the Manitoba NDP under Doer
among the most electorally successful provincial parties in the
history of Canadian social democracy. The three consecutive
Doer-led NDP governments led to important but modest changes
that in no way sought to challenge the interests of capital. As
left-wing critic Cy Gonick (2003, 5) noted, “Even within the
limits of a social-democratic framework, the Doer government
is hamstrung by its choice to accept the neoliberal economic
regime it inherited from the far-right Tory government.” The
political strategy of the Doer NDP thus entailed an economic
policy that was largely consistent with the interests of Mani-
toba capital, keeping those interests from mobilizing politically
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against the NDP. But in addition, to keep the NDP base intact,
the Doer government would “do just enough to sustain support
from the province’s working class and poor” (Gonick 2007, 12).
Reflecting the modest themes of the NDP’s successful election
campaigns, the Doer government initiated reforms that are not
unimportant, although perhaps uncontroversial. These include:

. regularized increases in the minimum wage

- along overdue review of the Employment Standards Act, which
had not happened since the 1970s

- extension of minimum wage and the Employment Standards
Act protections to agricultural workers and a commitment to
extend workers’ compensation coverage

« anew minimum wage for construction workers

« the introduction of a province-wide wage scale for all indus-
trial, commercial, and institutional construction projects to
mitigate the wage-cost difference between union and non-
union contractors

. expansion of the availability of daycare
. reinvestment in health care
« reduced university and community college tuition fees

- acommitment to transferring child welfare responsibilities
for Aboriginal peoples to Aboriginal agencies (Chaboyer,
Black, and Silver 2008, 2; Gonick 2003, 5)

But a more innovative social democratic agenda was the path
not chosen as a result of previous NDP decisions. A very clear
continuity with previous Conservative decisions and a general
alignment with twenty-first-century neoliberalism were evident
in the decisions of the Doer governments.

Leading up to the 2008 budget, critics charged that previ-
ous NDP governments had eliminated nearly $1 billion from
the Manitoba treasury through tax cuts of various sorts, re-
sulting in an inability to adequately fund public services. It was
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noted that the rate of child poverty in Manitoba (at 20 percent,
the second highest in Canada) had remained unchanged from
what it was in 1989, nearly twenty years earlier. Moreover, into
its third consecutive majority, the NDP continued the freeze
on social assistance rates first initiated by the former Con-
servative government in 1995. The result was an effective 35
percent reduction in income support for the poorest Manitobans
(MacKinnon and Black 2008, 1). Indeed, the 2009 budget offered
more of the same, reflecting a “decade long obedience to zero
deficits, improved credit access for business and lower taxes”
(Webb 20009, 10).

Balanced budget legislation, another legacy of the former
Conservative government, was retained. This legislation pro-
hibited running a deficit and required that any increase in
taxation must first be approved in a plebiscite. It also required
that the government make a $75 million annual “pay down” on
the provincial debt. Similarly, labour law changes made under
the Conservatives were left largely intact when Manitoba’s busi-
ness community mobilized against a mere suggestion of a review
by the NDP (Gonick 2003, 5; 2007, 12). And, perhaps reflecting a
more general international trend of social democracy delinking
from labour, in 1999, well ahead of the federal Liberal govern-
ment’s elections-finance reform of 2003, the Doer government
launched a fundamental overhaul of elections financing in Mani-
toba. This initiative served to minimize the role and position
of trade unions as a critical pillar to the financing of the NDP’s
political and electoral work. The changes to the Elections Finances
Act banned financial contributions from unions (and corpora-
tions), restricted election advertising to registered parties and
candidates, and limited third-party election spending to five
thousand dollars. With this measure, the loosening of the or-
ganic link with labour progressed rather significantly.

Cy Gonick (2007, 12) has characterized the NDP under Doer’s
leadership as having been transformed into that province’s
liberal party. The history of the NDP governments in Saskatch-
ewan and Manitoba closely parallels this expression of the
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neoliberalization of social democratic governance. In all cases,
class politics has been relegated to the margins as much as is
politically possible, save for certain actions to sustain the loyalty
of the working class. Of course, this is a careful calculation, as
the Doer government demonstrated in action: it did not go so
far as to undermine the broad (and therefore winning) centre-
left electoral coalition that Doer and the Manitoba NDP had
constructed. How does the Doer (and Romanow) success square
with Harold Chorney and Phillip Hansen’s contention that “a
social democratic party is more likely to be successful when class
issues are salient than when they are de-emphasized” (1985, 2)?
One response may be that a crisis for capital only arises when
the working class is sufficiently mobilized and organized to cre-
ate a crisis. If this element does not exist or is tepid, then even
social democrats are compelled to change what they are capable
of doing when holding governmental power.

British Columbia: Farewell to Class Politics

British Columbia politics have historically entailed a significant
class dimension in that “conflict between the owners of capital
... and the workers” has been more consistently and sharply a
terrain of struggle than in the other provinces (Penner 1992,
127). This was demonstrated in electoral contests: for example, in
1907 the Socialist Party of Canada, a rather doctrinaire Marxist
formation, won nearly g percent of the popular vote and elected
three members to the Bc legislature, and, in the depths of the
Depression, the ccF won a third of the BcC vote in the federal
election of 1935. No other province gave the fledgling ccr such
a high proportion of votes (Young 1969, table 1). The response
from capital was its own political mobilization to prevent the
CCF from winning the BC government. From 1945 onward, BC
electoral politics would be polarized as business interests co-
alesced first into an anti-ccF bloc consisting of a coalition of the
historical business parties and, later, into a regroupement under
Social Credit from 1952 to 1991 and under the Liberal label from
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1991 to the present. Nowhere else in Canada could such a strong
business class cohesion be found. That capital and its allies dis-
liked the BC social democrats is not in question. The record of
the Bc NDP in government does not, for the most part, justify
this antipathy, but for Bc-based business interests, anything
less than complete control over the apparatus of the provincial
government is not acceptable.

The 1972 provincial election saw the fracturing of the elec-
toral coalition that had kept Social Credit in power since 1952.
The Progressive Conservatives were hastily reassembled as an
electoral machine and saw their vote increase from a minuscule
0.1 percent and no seats in the 1969 election to 127 percent and
two seats in 1972. The result was an NDP majority government,
led by Dave Barrett, based on 39.5 percent of the popular vote
(Howlett and Brownsey 1992, 279). In the ensuing 1,200 days of
NDP government, some 367 bills were passed by the legislature.
For BC’s business interests, this agenda went too far and too fast.
As in the cases of the Saskatchewan and Manitoba NDP govern-
ments, various reforms were introduced in social, labour, and
economic policy. Public ownership in certain sectors was ex-
panded: for example, the British Columbia Petroleum Corporation
was established as a government monopoly but with a limited
responsibility for the marketing of natural gas and oil. This was
no effort to nationalize the industry in whole or in part; indeed,
it was a tepid intervention into the public ownership of natural
resources compared to those that the Blakeney government in
Saskatchewan would undertake. In addition, the Insurance Cor-
poration of British Columbia (1ICBC) was created, bringing auto
insurance into public ownership. In other areas of fiscal and
economic policy, the NDP government introduced the Mineral
Royalties Act, which sought to bring into the public coffers a larger
share of the windfall profits that mining companies were enjoy-
ing and to introduce regulations to better manage the extraction
of natural resources. However, pressure from the mining industry
compelled the government to back away from both the royalty
and regulatory aspects of the strategy (Sigurdson 1997, 322).
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In terms of redistributive social policy, the NDP established
several new programs including Mincome, an income security
program for the disabled and seniors, and a Pharmacare program
providing a subsidy on prescription drugs. Furthermore, social
assistance rates were significantly increased as was support for
public housing initiatives and daycare provision (322). All of this
contributed to a significant expansion of the public sector in
terms of both expenditures and staffing. On the labour relations
front, bargaining rights were extended to BC’s government work-
ers for the first time and a new Labour Code was adopted. While
the Bc trade unions were largely pleased with the policy direc-
tion of the government, tensions grew in 1975 as the government
intervened in several strikes by ordering workers back to work
(Howlett and Brownsey 1992, 280; Sigurdson 1997, 323—24). But
the New Democrat vote remained remarkably loyal despite the
rifts with the trade union movement that opened up. In the
ensuing election, the NDP share of the popular vote dropped by
less than o.5 percent, to 39.16 percent. However, the Liberal and
Conservative vote collapsed and coalesced once again around
Social Credit to deliver it a majority government. It would take
sixteen years and a second fracturing of the anti-social demo-
cratic coalition before the NDP would return to government.

In 1991 Mike Harcourt led the Bc NDP to a majority govern-
ment, winning 40.7 percent of the popular vote. The discredited
Social Credit fell to 24 percent of the vote and third place, while
a resurgent Liberal Party, the new but not yet hegemonic pol-
itical arm of BC capital, obtained 33.2 percent. Five years later,
in 1996, under a new leader, Glen Clark, the NDP won an un-
precedented second majority but again as a consequence of a
split among right-wing parties and the vagaries of the first-past-
the-post electoral system. The New Democrats actually trailed
the Liberals by 2.3 percent in the popular vote but still won
six more seats than the Liberals, who suffered from a fractur-
ing of the anti-NDP vote: the BC Reform and the Progressive
Democrats (a split from the Bc Liberals led by the former Liberal
leader) together won 15 percent of the vote and three seats. As
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BC history has demonstrated, when the right unites, the result
is invariably electoral victory. In 2001, and led now by the third
leader within a decade, Ujjal Dosanjh, the NDP suffered an as-
tonishingly deep defeat. With but one significant party on the
right, the Bc Liberals won 57.6 percent of the popular vote and
all but two seats in the legislature. The fracturing of the vote
was now, arguably, on the left, where the NDP contended with
the Green Party, which took 12.4 percent of the vote but won no
seats. Despite their defeat, their unbroken decade in power gave
the Bc New Democrats a record to be assessed.

From the very outset, the tenor of the Bc NDP under Har-
court was established when the electoral strategy was based
on “appeasing the business sector, avoiding radical departures
from the status quo and, above all, appearing moderate” (Cohen
1994, 151). The strategy of moderation, intended to broaden the
electoral base of the NDP beyond its traditional allies in the
labour movement and the popular sectors, included recruiting
candidates who did not possess the standard NDP candidate re-
sume, which was typically steeped in labour or social movement
struggles. Rather, candidates with “business and management
experience were enticed to join the party, attracted both by
the prospect of holding office and by the opportunity to work
with Harcourt, himself an ideologically moderate and busi-
ness-friendly NDper” (Sigurdson 1997, 325-26). From a policy
perspective, the party platform, “A Better Way British Colum-
bia,” expressed an explicit pro-market orientation, stating that “a
prosperous British Columbia needs a dynamic market economy.”
However, this was tempered by the inclusion of commitments
to increase the minimum wage, set higher corporate taxes, im-
prove severance and layoff legislation, and increase spending
for health and education. But even such modest proposals were
qualified by an overarching commitment that public expendi-
tures would be constrained by the central objective of balancing
the budget (327).

In government, Harcourt delivered on a number of com-
mitments to the party’s traditional base. A new Labour Code
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provided an anti-scab provision, a provision allowing for sec-
ondary boycotts, and mandatory first contract arbitration, and
public sector workers, both in the core public service and in
health care, won substantial wage increases, job security, and
a role in decision-making. The code thus made a substantive
contribution to a limited form of workplace democracy (329).
High-income and corporate taxes were increased in the NDP’s
first several years of government, but an increasingly ascend-
ant progressive competitiveness orientation, similar to that in
Ontario under the Liberals and NDP, was emerging, with the
labour and post-secondary education ministries becoming more
closely integrated to give institutional and policy focus to human
capital development.

Overall, the policy direction of the Harcourt government
consisted of a very modest redistributional aspect and an as-
cendant progressive competitiveness that centred upon skills
and knowledge acquisition as a means of transitioning the BC
economy at least partially away from resources and toward a new
knowledge-based economy. But the priority shaping all other
decisions was the focus on fiscal constraint leading toward a bal-
anced budget. Consequently, even though spending on the key
social policy areas of health and education increased in absolute
terms, this spending, measured on a per capita basis, was actually
declining (329). More positively, the Harcourt government cre-
ated or strengthened new ministries for Women’s Equality and
Aboriginal Affairs to give voice at the centre of government to
these important constituencies. Even this step, though, can in
part be understood as part of the Bc NDP’s efforts to consolidate
political support for its increasingly centrist program: class-based
demands for redistribution were simply too expensive in the
context of public austerity and, perhaps as importantly, risked
mobilizing capital behind one electoral vehicle.

In 1995 Harcourt was replaced as party leader by Glen Clark,
who led the NDP in the successful election of 1996. Journalist
Sarah Schmidt (2000, 30) wrote of Clark that he led “the last
real NDP government in Canada and certainly the only one that
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dared flash the class card.” Despite Clark’s style and unabashed
working-class roots, however, there is little that distinguishes his
three and a half years in the Premier’s Office from Harcourt’s
tenure as premier. In this respect, despite seeing Clark’s NDP as
the last “real” NDP — a party committed to social and economic
equality — Schmidt also noted that “Clark may have talked tough
on class, but some of his policies . . . were hardly radical” (30).
The Clark era began with an income tax cut of 1 percent for
all British Columbians in each of the fiscal years 1996 and 1997
and a general freeze on all other taxes through to 2000. In order
to protect health and education expenditures, the Clark govern-
ment reduced expenditures in other parts of the public sector.
This included the elimination of 2,200 public service jobs and
of three ministries and two Crown corporations, a wage freeze
for the public service, a tightening of social assistance eligibility
criteria, and a reduction of overall per capita public expenditures
by 2.2 percent (British Columbia Ministry of Finance 1996). In
the field of social policy, progressive changes, including expanded
dental and vision care coverage for children in low-income fam-
ilies, were made to the BC Benefits program, which provided
income support and social services to the province’s most vul-
nerable populations. However, even this effort at redistribution
was enabled through greater regulation and cost containment for
other poor people, including “cuts to basic rates for employable
adults without children by eight to ten percent, reduced earnings
exemptions, new time limits on those exemptions, and the elim-
ination of provincial sales tax credits for families with children”
(Fairbrother 2003, 315). While certain resources were redirected
to poor children, they came at the expense of impoverished
adults, a rather perverse form of redistribution by any measure.
An enduring theme through the Clark years — and, for that
matter, the brief tenure of Ujjal Dosanjh, Clark’s successor as
party leader and premier — was public sector austerity. Elimina-
tion of the deficit was a priority, as was a program of deregulation
to make “government less burdensome.” Tax reduction was identi-
fied as the most effective means of encouraging economic growth.

EVANS . From Protest Movement to Neoliberal Management

87



88

Taken as a package, deregulation, deficit reduction, and tax cuts
were seen to be the means for creating a “positive business cli-
mate,” thus enhancing British Columbia’s competitiveness (British
Columbia Ministry of Finance 1998). The Balanced Budget Act
was introduced in 2000 during the brief tenure of Premier Ujjal
Dosanjh. This was rather ironic in that Canada’s first example
of balanced budget legislation had been introduced by the Bc
Social Credit government in 1991, only to be repealed when the
NDP came back into power that same year (Philipps 1997, 686).
The decade of NDP government through the 1990s in British
Columbia was, in policy terms, fundamentally identical to the
years of the New Democrat administrations governing Manitoba
and Saskatchewan. As in other cases of “new” social democratic
governance, the BC NDP effectively aligned its policy program
toward the requirements of neoliberalism. While there may not
have been a particular moment when the Bc NDP officially set
out upon a process of “modernization,” shedding any pretense
of using the power of the provincial state toward redistributive
objectives, its decisions in government speak to a full acceptance
of the market. Of course, the BC NDP never set out to challenge
capital in any fundamental sense, but as elsewhere, even a mod-
est program of reform based on limited public ownership and a
redistribution of resources had been clearly abandoned.

Nova Scotia: Unshackling the NDP from Its Past

The provincial general election held on g June 2009 gave Nova
Scotia’s NDP 45 percent of the popular vote and an unpreced-
ented majority of seats in the legislature. The party’s election
platform, “Better Deal 2009: The NDP Plan to Make Life Better
for Today’s Families,” was a sparse two-page document consisting
of seven modest and not particularly social democratic com-
mitments. The party’s policy proposals entailed the creation of
2,200 jobs “by rewarding investment in Nova Scotia companies,”
a 5o percent rebate on the provincial sales tax on new homes,
reduced wait times for medical procedures, a plan to stem the
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out-migration of young workers and professionals by offering a
$15,000 incentive to remain in the province, removal of the 8
percent harmonized sales tax (HST) on electricity consumption,
improvement of rural roads, and expansion of home care for sen-
iors — all of this within a broad program of public expenditure
constraint. Related to this last point, the platform stated that
upon forming government, the NDP would have an independent
auditor review and report on the state of the province’s public
finances. One columnist wrote of the platform that it was more
a “slender leaflet, designed for sales, not debate” and was sur-
prised that nary a word dealt with traditional social democratic
concerns about equality and redistribution through progressive
taxation (Steele 2009; see also Fodor 2009, 7).

The modesty of the platform compelled the mainstream media
to characterize the Nova Scotia NDP not as a party seeking serious
reforms but rather as a “party focussed on tweaking govern-
ment — and pursuing cautious change.” While the caution was
welcomed, the same media also noted that this constituted a
weakness in that “no big picture really comes into focus” (“NDP
Platform” 2009). Political scientist Jim Bickerton consequently
characterized the NDP under the leadership of Darrell Dexter as
“conservative progressive.” Bickerton situates the electoral success
and ideological “modernization” of the Nova Scotia NDP within its
incremental shift, beginning in the 1980s, away from a “primarily
blue collar, labourite party with its voter base in the steel and
coal towns of industrial Cape Breton” and toward “the growing
capital district of Halifax, and ideologically . . . to modern social
democracy with its appeal to public sector workers and educated
urban professionals” (Strategists Panel 2009). In other words, as
noted above, the NDP refounded itself as a broadly centrist polit-
ical formation in response to the declining, and indeed limited,
electoral reach of its historical industrial working-class base. Its
electoral success in forming the first NDP government in Atlantic
Canada is indisputable, but what this electoral success says about
the political content and purpose of Canadian social democracy
generally is much more important. Indeed, the transformation
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of the Nova Scotia NDP leads to the conclusion that the party no
longer has very much to do with redistributive social democracy
and instead concerns itself largely with efficient public manage-
ment. This trajectory was already evident in 1999, when the NDp,
holding the balance of power, defeated the minority Liberal gov-
ernment of the day because it had failed to balance the budget:
the Liberals had chosen to invest in health care rather than focus
on deficit reduction. This curious political practice for a social
democratic party prompted CAW economist Jim Stanford (2001,
100) to write: “By bringing down a government on the grounds
that it failed to balance the budget, and making ‘fiscal prudence’
a centrepiece of its own campaign, the NDP clearly contributed
to the emergence of the current regressive trend in Nova Scotia.”
Later, in 2003, the NDP supported a tax cut introduced by the
Conservative government, a cut that would negatively “affect
women, the poor, and regions outside of Halifax” (Haiven 2009,
7). The Nova Scotia NDP had clearly traversed a great distance
from its social democratic roots based in equality through the
redistribution of resources and power.

Accounting and consulting firm Deloitte and Touche con-
ducted the NDP’s promised financial review. As with other such
reviews, it concluded that Nova Scotia’s public finances were far
out of balance. In fact, the review projected ongoing deficits into
the future, stabilizing at $1.3 billion per year by 2012-13, and in-
toned grave challenges ahead: “The combination of several events
has culminated in the projected trend of future deficits, led pri-
marily by the growth in expenses which is expected to outpace
revenue growth . .. into and past 2012—2013” (Deloitte and Touche
LLP 2009, 9). The Deloitte review was compared to a similar ex-
ercise undertaken by another newly elected NDP government in
1991, that of Roy Romanow. As analyst Larry Haiven (2009, 6) put
it, the purpose of Romanow’s review “was to make the financial
situation appear as grave as possible and give the government
political room to lower expectations, especially among the NDP’s
membership and traditional constituency including the unions.”
Dexter’s review served essentially the same purpose.
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The title of the 6 April 2010 budget, “Back to Balance,” sig-
nalled that deficit busting would be the priority for this govern-
ment. An unequivocal turn to austerity was announced: $1.1
billion in public expenditures would be cut. Stated differently,
this meant that the government had opted to eliminate nearly
80 percent of the projected $1.4 billion deficit through the in-
cremental erosion of public services and programs. Even the
government-appointed Economic Advisory Panel recommended
that taxes — on both personal income and consumption — be in-
creased in combination with “significant spending cuts” (Nova
Scotia 2009, 13-15). A turn to a more broadly progressive income
tax was not to be: instead, the Finance minister chose to hike the
harmonized sales tax (HST) by two percentage points and to ac-
tually cut the income tax on those earning between $93,000 and
$150,000 per annum. In addition, the provincial public service
would be shrunk by 10 percent. But perhaps the most revealing,
though underreported, initiative proposed by the 2010 budget
was deindexing the public service defined-benefit pension plan
and constraining increases to 1.25 percent per annum for five
years (Steele 2010). If the pension fund was not fully funded at
the end of that time frame, indexing by any measure would be
eliminated. In short, it took an NDP government to declare war
on public sector pensions.

There may be an urge to compare the Nova Scotia NDP to On-
tario’s Rae-led NDP government, but such a comparison would be
facile. The Ontario NDP came into government full of reformist
zeal and was quickly overtaken by an unfocused policy agenda,
an inability to consider options other than austerity, and a public
service that was neutral in some quarters and less so in others.
A more apt comparison would be with the reconstruction of the
Ontario Progressive Conservative Party through the late 1980s
and into the early 1990s, when what had been a pragmatic cen-
trist party for decades was refashioned into a right-wing populist
vehicle. With the “red Tories” marginalized, it had become a
different party. The Nova Scotia NDP, through the 199o0s, had
moved through a similar transformative process — in fact, one
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that was perhaps less grassroots-based than the metamorphosis
of the Ontario Conservative party had been. Regardless, the
Nova Scotia NDP emerged a party of a different type. The redis-
tributive social democracy that the party had once embodied was
incrementally jettisoned and replaced under successive leaders
— McDonough, Chisolm, and now Dexter — until what remains
is a historical shell whose current leading occupants have only
the vaguest resemblance to those who once lived there.
Indeed, the 2009 federal NDP convention, held in Halifax,
presented a party that, Janus-like, looked in two different direc-
tions. This was personified in the perspectives expressed to the
convention by former federal leader Ed Broadbent and the new
Nova Scotia premier, Darrell Dexter. Broadbent delivered the
convention’s opening keynote speech; it was the first time he had
spoken to a party convention since resigning as leader in 1989.
Indeed, in historical terms, the convention was taking place at
the height of the Great Recession, when there appeared to be a
global deathbed conversion to old-style Keynesianism. Broadbent
noted that we were living in a “social democratic moment” where
“even governments of the right . . . have now had to adopt the
kinds of policies we social democrats have advocated all along”
(Broadbent 2009). The theme of his address was the importance
of state intervention to stabilize the market economy and to
promote greater equality through redistribution of resources and
opportunities. Canada’s postwar welfare state had contributed
significantly to this goal through concrete policies and programs
that Broadbent succinctly summed up as “government pensions,
universal health care, trade union rights, comprehensive un-
employment insurance, the expectation that every boy and girl
with ability could go to university,” all contributing to a state in
which, ideally, “all were paid for by adequate levels of progressive
taxation.” But he lamented that three decades of neoliberalism
(he did not use this term) had effectively eroded this social dem-
ocracy through tax cuts and an increasingly regressive taxation
regime, and the termination of redistributive programs — all of
this resulting in expanding inequality. In closing, Broadbent
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identified his party’s task: “to demonstrate, show and persuade
Canadians that with more equality” a more civil, productive,
socially cohesive, and healthier Canada was possible. In other
words, he exhorted his party to advocate for the social democracy
of redistribution, a mixed economy, and an effectively regulated
market.

In contrast, the new premier of Nova Scotia, the head of
the first New Democratic government in Atlantic Canada, pre-
sented a different narrative. The day after Broadbent delivered
his impassioned denunication of inequality and market fetish-
ism, Dexter urged the party to “not be shackled by the past”
and to “embrace a wider set of values,” adding that the NDP is a
“new modern political party” that needs to become a “big tent”
(Foot 2009). But the delegates at the convention were not com-
pletely convinced to follow Dexter’s advice: resolutions calling
for tax credits for small and medium-sized businesses, similar
to a Dexter-government policy, and a proposed renaming of the
party, met such strong opposition that they did not make it to
the convention floor.

CONCLUSION

The content of the social democratic project — the political ob-
jective and how this is to be achieved — has obviously been
transformed. The politics of the centre-left express nothing
more than a more moderate and pragmatic management of neo-
liberalism. Just as, in the postwar decades, social democracy
offered a more redistributive policy and practice in managing
capitalism, it now offers a program that assists in the adjust-
ment to the requirements of a globally based hypercompetitive
market economy. It is, for now, a program of progressive com-
petitiveness (Albo 1994) whose central political objective is to
help workers adapt to neoliberalism through policy focused on
skills, training, and knowledge. The politics of class compromise
long ago gave way to the politics of class co-optation, which
is best captured by the discourse of partnership. Competition
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between nations and regions requires such a politics. Canada’s
New Democratic Party offers no opposition or alternative to
this perspective.

The political practice of New Democratic governments
through the 1990s to the present demonstrates the unambigu-
ous success of neoliberalism in disorganizing the working class’s
unions and political parties (Albo 2009, 121). It is now virtually
impossible to discern what sets an NDP government apart from
the traditional parties of business. At the convention that saw
Bob Rae become leader of the Ontario NDP in 1982, left-wing
caucus opponents to Rae circulated a pin that read “Bob Rae —
New Liberal” It was prescient. No one then would have predicted
that twenty years later, Canadian social democracy would see
not only Rae, but several other prominent New Democrats in-
cluding one other former premier and several former provincial
cabinet ministers, move to federal electoral politics as Liberals.
The politics of the centre-left, the politics that gave rise to New
Labour in Britain and the amorphous Democratic Party in Italy,
had arrived in Canada, though with much less formality.

The overview of New Democrats in power presented here
leads to the question of the distinctiveness and relevance of the
NDP in the twenty-first century. As workers and popular sector
activists in Ontario, British Columbia, Manitoba, Saskatchewan,
and, most recently, Nova Scotia have found, the presence of an
NDP government is no guarantee that the objectives of economic
and social justice will be pursued.

Within the Canadian Marxist Left, there is an ongoing debate
about what its relationship to the NDP should be. One argument
proposes a practice of “entryism” — that is, becoming active mem-
bers within the party since it is the only major political party
with a significant working-class membership and identification.
Another view is that social democracy no longer has any pol-
itical value save perhaps to slow the erosion of postwar social
programs; moreover, the NDP is simply not capable of reinventing
itself as an anti-neoliberal political force. The review of the NDP’s
history, ideology, and government policy outputs presented here
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suggests that this latter perspective is a more sensible reading of
the possibilities presented by the party. The Great Recession of
2008 has engendered a neoliberal regroupement that has already
demonstrated, as in the case of the auto industry, its capacity
to use the crisis to pursue and achieve previously unattainable
objectives. A union that epitomized the postwar order of class
compromise has been smashed. What is assuredly the next phase
in the neoliberal project is to use the rapidly emerging fiscal
crisis of the state to pursue a more extensive program of public
sector austerity and marketization. This has already occurred
in social democrat—governed Portugal, Greece, and the United
Kingdom. And in Canada, finance ministers of every partisan
hue are looking to programs of public sector austerity to deal
with the damage left in the wake of the recession of 2008-9.
The social democratic politics of adaptation have little to offer
in resisting this assault. In fact, social democracy is proving an
able partner in facilitating the transition to the next phase of
neoliberalism.

POSTSCRIPT: THE 2011 FEDERAL ELECTION
AND QUEBEC’S TURN TO THE NDP

The outcome for the NDP of the 2 May 2011 federal election was
indeed astonishing, particularly in Québec. The Québec results
require some commentary, given that the NDP, at least federally,
is now the key party in that province on the federal stage. What
follows is a brief analysis of those results, which may have long-
term implications for Canadian politics and the social democratic
Left. (For further analysis, see the final chapter in this book, by
Roger Rashi.)

The NDP won 103 seats and more than 30 percent of the na-
tional popular vote, but it was the party’s victory in Québec
that marked a profound shift. There, 42.9 percent of votes were
cast for the NDp, resulting in the election of an unprecedented
59 NDP MPs. This remarkable achievement stands in contrast to
the previous election, in which the NDPp elected only a single mp
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in Québec and captured a mere 12.2 percent of the popular vote
in that province. How can we understand a shift in political
fortunes of such magnitude?

Three political factors appear to have given the NDP a stra-
tegic advantage in Québec: the exhaustion of the Bloc Québécois
(BQ) narrative on sovereignty, a popular desire to defeat the
Harper Conservatives, and voters’ perception of the NDP as the
best electoral option.

Amir Khadir, co-leader and sole member of the Québec
National Assembly for the left-leaning Québec Solidaire, under-
stands the rise of the NDP and demise of the BQ as an expression
of “the political exhaustion of a certain sovereigntist orthodoxy”
(Fidler 2011b). Khadir explains that the pQ (Parti Québécois)/
BQ strategy for independence was based on Québec’s alienation
from Canada and was a elite-driven project with no space for
popular input into shaping the social project of an independent
Québec. Obviously, this strategy had met with little success and
progressive opinion began to consider other strategies. Indeed, it
was prescient that during the 2008 federal election, a debate had
emerged within the pro-independence Left whether to support
the BQ or NDP (Fidler 2011a).

When polls in April indicated a growing swell of support for
the NDP, the BQ called on PQ notables such as Jacques Parizeau
and PQ leader Pauline Marois to speak at campaign events. The
result, however, was to remind Québec’s voters that the BQ was
part of a failed and tired strategy. Furthermore, in these events,
the BQ deployed an “if you are not for us, then you are against
Québec” rhetoric, which was seen as excessively dogmatic. This
was, however, not a rejection of the BQ and sovereignty per
se but rather of the BQ’s discourse. Progressive sovereigntists
became more open to alternative strategies. As Amir Khadir
noted: “Quebec will have every interest in seeing that a more
open Canada emerges, under the leadership of principled, gener-
ous and open people — like Jack Layton and the NDp, who have
undertaken to respect our right to self-determination” (quoted
in Fidler 2011b). The NDP, in short, was not seen by Québec as a
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threat to the sovereignty project. Except for the BQ, it was the
only realistic alternative as a federalist party that was not ex-
pressly anti-sovereignty (Tremblay-Pépin 2011).

The second factor contributing to the NDP’s success was tac-
tical. Progressive voters in Québec wished to defeat the Harper
Conservatives. The only acceptable party that might do this was
the NDP. This, combined with the clear limitations of the BQ,
meant that “the mostly anti-Conservative Québecers voted NDP
because they were tired of disdainful discourses from the Bloc
and the Liberal Party — and because Layton did not seem dan-
gerous” (Tremblay-Pépin 2011). A post-election survey by Leger
Marketing (; May 2011) confirmed this, finding that the key
objective of many Québec voters, including BQ voters, was to
find a way to defeat the Conservatives.

The third factor, interwoven through the preceding points,
was that the NDP was the only real option. The political program
and ideology of the NDP was not uncomfortable for most Qué-
becers, to whom its moderate reformism looked very familiar
and normal (Tremblay-Pépin 2011). Generally, Québecers are
more open to broadly progressive ideas than is the case in the
rest of Canada. For example, while not scientific, the cBc’s Vote
Compass results demonstrated some fundamental ideological
differences. On key left/right questions concerned with taxation,
military expenditures, and so on, Québecers tended to be much
more progressive than Canadians in general.

As the largest party in Québec at the federal level, the NDP
must now advance an authentic program that accepts Québec’s
right to self-determination in concrete ways. Perhaps the larger
challenge, though, will be to integrate into its electoral strategy
the reality of a broadly progressive Québec electorate with a
more conservative Canadian electorate.
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AMERICAN SOCIAL
DEMOCRACY

Exceptional but Otherwise Familiar

HERMAN ROSENFELD

Social democracy takes a different form in the United States
than it does in other developed capitalist democracies. There
is no social democratic party — social democrats work, for the
most part, in and around one of the major bourgeois parties,
the Democrats. Very few social democrats even call themselves
social democrats: many go by the name “liberal” or “democratic
socialist” — although it is important to remember that many
liberals and democratic socialists are exactly what they claim to
be. Relations between social democrats, on the one hand, and
the labour movement and the working class, on the other, are
particularly problematic, subject as they are to the peculiarities of
American political culture, history, and structures. Furthermore,
social democratic reforms and the welfare state are much reduced
and truncated in comparison to countries with stronger social
democratic traditions, which affects the daily lives of much of the
American working class. Indeed, American political structures
and culture have created a unique set of circumstances that make
all political experiences on the Left different in rather substan-
tial ways from those in other countries.

Many of the larger forces that have shaped social democratic
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ideology, policies, and practices elsewhere have also affected
American social democracy:

- the early split with the communist movement, the Cold War,
and the challenge of relating to and dealing with Stalinism
and state socialist models

- the Great Depression, unions, and the challenge of building
a relationship with labour and the working class

« the advent of the Keynesian welfare state — which, in the us,
took place in the context of Roosevelt’s New Deal and was led
politically within the state by the Democratic Party

« the so-called golden age of capitalist growth and accumula-
tion, with its drive to jettison references to socialist alterna-
tives in favour of expanding social welfare reforms and the
privileging of growth driven by private accumulation

- the social movement radicalism of the 1960s and the high tide
of the capitalist welfare state period

- the crisis of the 1970s, which led to the defeat of labour and
working-class institutions

- the implementation of the neoliberal counter-revolution and
strategies for globalization, which renewed capital accumu-
lation and limited the space for reforms within capitalism.

American social democracy has a spotty history of offering
itself as an independent political movement, at least since the
1920s. For the most part, it has lived since World War 11 in the
shadows and interstices of the Democratic Party. In the context
of the intensification of neoliberalism reflected in the Obama
Administration’s response to the financial crisis, American social
democrats remain a very fractured lot, with boundaries on both
the left and right that are porous and often hard to decipher.

The renewal of successful private accumulation requires both
a continued repression of the labour movement and, currently, a
new period of austerity targeting the public sector, unions, the
unemployed, immigrants, and social service recipients. Many on
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the liberal right of social democracy have defected, acquiescing
to the requirements of empire and class rule. Others, especially
those who call themselves progressives on the Left, have raised
new calls for reforms of the financial system, greater legislative
rights for a wounded labour movement, job creation, and new
government spending efforts, all without addressing the logic
of private accumulation at the heart of the American economy.

Many of these activists see as their political goal the trans-
formation of the Democratic Party into a European-type social
democratic party. But it is questionable, even from the point of
view of social democrats themselves, whether the creation of
a new social democratic party independent of the Democrats
would even make much sense in the current era. If the content
of social democratic politics has long been shorn of its contest-
ation with capital, creating a party based upon the resulting
ideological terrain seems not to be productive. As well, the neo-
liberal era has so dramatically narrowed the space for short-term
reforms that even a political movement based on fighting for
increasing the social wage and empowering the working class
through structural or other reforms would need to build a more
radical and sustained mass politics incompatible with social
democracy. Those who continue to argue for a social democratic
party to the left of the Democrats also tend to paint unrealistic
pictures of the situation in countries with social democratic rul-
ing parties (Selfa 2008).

Further to the left of the Democrats are loosely organized
groups that consider themselves to be democratic socialists but
that continue to work within the orbit of the Democratic Party.
They distinguish themselves from the neoliberal orientation
of the Obama Administration and the Republican-dominated
House of Representatives, and from the numerous right-wing
state governments elected in 2010. Some have a limited practice
of writing and circulating critical articles on the Web and a small
number of progressive journals, or they support the odd pro-
gressive congressional primary candidate. Others participate in
unions, social movements, and local and state-wide campaigns,
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arguing that effective electoral political activity must inevit-
ably be linked to the Democratic Party. These groups are very
heterogeneous in their political and ideological positions and
their larger beliefs, as well as in how they relate to the Demo-
crats and a small but important group of more radical socialist
organizations and individuals.

It’s impossible to know how or if significant elements within
these groups, along with more radical elements of the American
Left, will eventually contribute to the creation of a new, larger
socialist movement. One also wonders just how committed they
are to remaining within the Democratic Party fold. Many critics
on the Left argue that channelling electoral activity through the
Democrats necessarily holds back efforts to building a political
instrument that can present a socialist alternative relevant to the
American working class. Others, however, claim that some sort
of engagement with the Democratic Party remains necessary.

THE AMERICAN CONTEXT:
POLITICAL STRUCTURES AND CULTURE

American social democracy has operated in a context that dif-
fers fundamentally from parliamentary political systems of
most other countries (Davis 1999, 169). US political institutions
— through the division of powers, the structure and practices
of the Congress and Senate, and the federal system of power
distribution — limit the ability of an elected government to act
in the interest of the working class and to challenge capital. The
two-party system is institutionalized in the operation of the
legislative branch and is legitimated by the courts. Electoral prac-
tices — from the first-past-the-post election format to the system
of primaries (itself initiated as a democratic reform) — further
reinforce that system. The organized labour movement has, since
the 1940s, been integrated into one of the two bourgeois parties.
Furthermore, the parties themselves defy traditional notions of
“left-right” axes and have been rather impervious to efforts to
realign them according to that format, although the Republicans
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have clearly become a more ideologically united party of the
Right in the early twenty-first century.

There have been important third-party exceptions: in the
early part of the twentieth century, for example, the Socialist
Party had electoral success and deep grassroots party activities
(Teitelbaum 1995). In addition, some notable examples of social
democratic third-party success at the subnational level are the
Socialist Party in Oklahoma in the 1920s and 1930s, the Non-
Partisan League in North Dakota, the Washington Co-operative
Commonwealth in Washington State, the Minnesota Farmer-
Labor Party, and the current Vermont Progressive Party, which
has a relationship with the Democratic Party.

The working class in the United States has, at critical periods,
had experiences that have made it especially difficult to create a
class-oriented politics. As Mike Davis (1999, 7) notes, one must
consider

the role of sedimented historical experiences of the working
class as they influenced and circumscribed its capacities for
development in succeeding periods. Each major cycle of class
struggle, economic crisis, and social restructuring in Amer-
ican history has finally been resolved through epochal tests
of strength between capital and labor. The results of these
historical collisions have been new structural forms that regu-
lated the objective conditions for accumulation in the next
period, as well as subjective capacities for class organization
and consciousness.

Davis concludes that “each generational defeat of the American
labor movement disarmed it in some vital respect before the
challenges and battles of the following period.”

Davis and others argue that the American working class has
been weakened by an inability to challenge racial inequality,
to fight for the inclusion and integration of, and collective sol-
idarity with, successive waves of immigration, and to develop
strong class institutions independent of capital. Davis refers to
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this as “the political segmentation of the proletariat and middle
strata by racial and ethno-religious conflict” (163). The American
labour movement, too, is weak and divided, scarred as it is by the
setbacks and challenges that the working class as a whole has
experienced. In addition, immigrants have injected new forms of
radical thinking and activism into the American working class.
One has only to consider the contribution of immigrants from
Latin America in recent times. The difficulties of creating move-
ments that respect racial equality and solidarity with Aboriginal
peoples are also rooted in the nature of the original American
experience: a settler state constructed through slavery and the
dispossession and destruction of Native peoples.

In contrast, the American capitalist class is strong and adapt-
able and is constantly restructuring itself in ways that weaken
the working class. Even more important, however, is the imper-
ial role of the American ruling class as the dominant military,
ideological, financial, and political defender of capitalism, par-
ticularly in the post-World War 11 period. This has contributed
to a larger identification, on the part of many Americans, with
American hegemony and the interests of capital as a whole. The
advent of neoliberalism in the 1980s — with the concomitant
defeat of the labour movement and the Left — reinforced many
of the conservative tendencies in American politics and culture
and introduced many new ones.

Linked to the above is the tendency to identify American
political culture with capitalism and the myth of the American
Dream. This, along with an ingrained habit of anti-communism,
held over from the Cold War era, greatly limits American pol-
itical discourse. The ethos of individual upward social mobil-
ity runs strong, even in the language of the labour movement
and much of the political Left, and articulates with many of
the survival mechanisms that working people have had to rely
on during the neoliberal period. But these dominant cultural
and political tendencies are mediated by countervailing cul-
tural and structural realities, such as the commitment to welfare
state gains, periodic collective social movements, and the labour
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movement itself. These latter elements remain as residual cul-
tural realities within the working class and serve as a counter-
point to forms of American exceptionalism.

WHAT IS AMERICAN SOCIAL DEMOCRACY?

The elasticity of the term social democracy makes it difficult to
define. Even in countries with long-established social democratic
parties, the political concept itself has undergone many changes
in meaning. It was originally a catch-all term for all of those
working for immediate reforms as well as an eventual socialist
transformation, based within the working class, of the capital-
ist system. In the neoliberal era, the term has become, at best,
a call for a muscular Keynesian vision of regulating markets
within the accepted limits of global capitalism — bereft of a class
base —and, at worst, a plea for meagre social reforms that might
moderate the effects of brutal forms of competitive capitalism,
which otherwise go unchallenged. Social democracy’s ties to the
labour movement and the working class are indeed frayed and
contested.

In the period preceding the Bolshevik Revolution, social
democratic meant, in the United States, a combination of (a) a
commitment to the extension of full democratic rights to work-
ing people (and, for some, to women and racial minorities), (b)
reforms that limited the operation of the capitalist marketplace
and protected working people from its worst ravages, (¢) ties to
the working class and a strategic role in building and defending
their organizations, and (d) a longer-term commitment to the
eventual replacement of the capitalist system with socialism.
Social democrats worked through unions — in fact, some labour
movements were built by pre-existing social democratic parties
— as well as through co-operatives and other social movements,
but their emphasis was on building electoral political parties
aimed at winning national power. The terms socialist and social
democrat have often been used interchangeably.

Social democracy was redefined in the Depression and New
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Deal eras, not only in the United States but in Europe and
elsewhere. In Europe, social democratic parties retained their
long-standing ties to their respective labour movements and
vied for government power and a role in managing capitalist
economies. American social democrats, however, moved away
from their traditional political vehicles and merged, for the most
part, with the liberal wing of the Democratic Party. During
this period, European social democratic parties either dropped
their commitment to transforming capitalism or relegated such
projects to vestigial reference points. But a number of them con-
tinued to commit to projects of dramatic increases in the social
welfare state and elements of nationalization and labour market
regulation; these parties remained nominally and financially
(but clearly not ideologically) independent of capital. American
social democracy moved toward accommodating both private
capital accumulation and its modest social welfare agenda.
From this point on, until the neoliberal era, one key com-
ponent of American social democrats were those who defined
themselves as “liberals.” Committed to moderate state regu-
lation of the private market economy, these liberals sought
to maintain links to the working class and to the oppressed
strata and sections of the labour movement. They supported
the implementation of welfare state reforms and the adoption
of Keynesian fiscal and monetary policies to prevent a recur-
rence of the Depression and to stimulate growth and prosperity.
American liberalism also had a mass popular base among work-
ers and the middle class. Social democrats, however, weren’t the
only liberals — the term also refers to elements of capital that
generally supported moves away from the traditional conserva-
tive economics and social policies that dominated the United
States in the pre-Depression era. Social democrat liberals were
called, and often called themselves, “left” and “labour” liberals,
and they argued for more interventionist forms of regulation, a
more robust and effective welfare state, and greater rights and
a larger role for labour. They also supported the Cold War and
Us hegemony in the postwar period and into the post-state
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socialist era. Communist Party members and their “fellow trav-
ellers” also often called themselves liberals and opposed the
Cold War.

In the labour movement, the leadership of the unions belong-
ing to the Congress of Industrial Organizations (C10) almost
unanimously endorsed the Democratic Party and defined them-
selves as liberals. The older, more conservative wing of the
American labour movement, however, tended toward a closer
reliance on business and was often reticent to define itself even
as “liberal.” Still, American unions, for the most part, embraced
the Democratic Party as their political instrument. Left liberals
travelled a difficult road in dealing with the social contradic-
tions that rocked American society in the later postwar period:
civil rights radicalism, the New Left, the Vietham War, and the
stagflation crisis that gave birth to neoliberalism.

With the adoption of neoliberalism as the dominant form of
bourgeois class rule, many liberals adopted the Third Way ten-
dency inside the Democratic Party, personified by Bill Clinton
and his allies. They, too, acted in ways that were similar to many
European social democrats. The term liberal is all too flexible
and has numerous political meanings. Indeed, liberalism, as the
common US term for moderate social democratic reform, has
changed, as has the concept of social democracy itself. In a pol-
itical environment where the space for even moderate reforms to
the capitalist system has shrunk and notions of class have been
relegated to the margins, liberalism tends to take the form of a
call to “progressive competitiveness” and to socially progressive
positions.

All the while, a second group of American social democrats,
including various elements associated with the Trotskyist move-
ment and its fractured progeny, emerged from the Socialist Party
— after working through both Trotskyism and the Democratic
Party — to keep alive a different form of social democracy. Some
of these continued to define themselves as social democrats, with
a meaning similar to that of postwar- and neoliberal-era Euro-
pean social democrats. Some moved beyond social democracy to
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create a new tendency of radical socialism. And others ended up
moving dramatically to the right and forming a component of the
neoconservative movement of the 1980s. Needless to say, those
belonging to this last group no longer use the term and, after a
short period, renounced their past (Sorin 2002, 227).

Finally, a third group that calls itself “democratic socialist”
consists of people who genuinely seek a radical challenge to cap-
italism through both electoral and extra-parliamentary means
and who share a critique of neoliberalism and Us imperialism.
They cohabit with an anti-neoliberal but Keynesian group as
well as with a group of those who remain tied, in a nostalgic
way, to the gains of the period of liberal dominance in the post-
war era. These latter two groups — both of whom still retain at
least a verbal commitment to strengthening and defending the
labour movement — continue to define as social democratic. Like
their colleagues in Europe and elsewhere, American social demo-
crats had, by the 1970s (if not earlier), dropped their commitment
to an alternative to capitalism in practice and abandoned it in
theory shortly thereafter.

THE ORIGINS AND EVOLUTION
OF AMERICAN SOCIAL DEMOCRACY

American social democratic politics evolved historically on a
number of levels. On the ideological and political level, it moved
from a radical systemic critique to Keynesian reform and then
to a modified accommodation with neoliberal capitalism. In its
institutional form, it moved from building independent electoral
social democratic parties to integration with the Democrats, later
combining political work in the Democratic Party with a series
of autonomous political groupings and networks. All the while,
it interpenetrated in various ways with the labour movement
and the working class.
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Socialist Party Roots

The early political vessel for American socialists was the Social-
ist Party of America, founded at the beginning of the twentieth
century. It was relatively small compared to the two major par-
ties but had an important cultural influence in working-class
centres across the United States (Howe 1985; Teitelbaum 1995).
Containing many different political tendencies, the Socialist
Party included a social base of trade unionists, social reform-
ers, farmers, and immigrant communities. It elected members
to the House of Representatives, and its presidential candidate,
Eugene V. Debs, polled 900,000 votes in 1912 (6 percent of the
popular vote). Debs was a revered working-class leader whose
opposition to US participation in World War 1 landed him in
jail. The party tended to argue against short-term reforms and
was effectively blind to the particular issues of racism. State
repression and the advent of the communist movement weak-
ened and shattered the influence of the Socialist Party at the
beginning of the 1920s.

Unlike the Communists, but like its counterparts in Europe,
the Socialist Party maintained that socialism could be attained
by electoral means. Aside from its endorsement of Robert La-
Follette’s presidential run in 1924, the party ran independent
electoral campaigns. Moreover, the party’s perceived association
with the Communist movement and with state socialist regimes
such as Stalinism and the Soviet Union became a central chal-
lenge to American social democrats in defining themselves and
their movements.

The Depression and the New Deal

The Depression, the New Deal, and the postwar period each
played a critical role in shaping the political identity and practice
of the main forms of American social democracy. American so-
cialists were among the leaders in the creation of the c10’s brand
of industrial unionism — the key social movement of the Depres-
sion era. Their partnership at critical moments with elements
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of the Roosevelt Administration, a group of progressive capital-
ists, and bourgeois intellectuals helped to shape the contours
of the American welfare state and what came to be known as
the New Deal. Their ideological adoption of liberalism and a
mild commercial Keynesianism, their political incorporation into
the Democratic Party, and their activities in the postwar per-
iod helped shape the nature and limits of the social democratic
movement well into the 1970s.

The sit-down strikes and the mass unionization drives of the
1930s were made possible by a number of factors: the tireless
organizational work of activists — both Communists and social-
ist-inspired workers; leaders such as John L. Lewis and others;
an opening created by the Roosevelt Administration, frustrated
by the failed National Recovery Act (NRA) period; the adoption of
the Wagner Act; and a mass desire by workers to unionize. The
floodgates of unionization began to take off in the wake of the
Wagner Act, which legally and symbolically legitimated indus-
trial unionization, and the sit-down strikes and c10 organizing
plugged into existing workplace struggles over speedup and the
unilateral power of supervision. Many of the workplace infra-
structures were already in place, having been built by leftists and
other activists. c10 leaders sought to control and institutionalize
their structures. People who led these struggles included com-
munists such as Wyndham Mortimer, social democrats such
as the Reuther brothers, and Trotskyists such as Farrell Dobbs
(Davis 1999, 56—58).

But Roosevelt’s move to legitimate industrial unionism was
itself the result of a number of other factors. Roosevelt ran on
a platform of fiscal responsibility and orthodox conservative
economics. His first approach to challenging the Depression,
the NRA, was based upon a corporatist alliance with business
interests and openings to the American Federation of Labor
(AFL) unions. In the context of increased worker organizing
from below, Supreme Court invalidation of key elements of the
NRA, and the defection of conservative elements of capital, Roos-
evelt became more amenable to accommodating the c10 and its
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spokespeople. The administration also began to cobble together
an alliance with “capital-intensive industries, investment banks
and internationally oriented commercial banks” — a group of
capitalists more amenable to responding to the labour movement
(Ferguson 1989).

This period resulted in the so-called Second New Deal, which
brought in not only the Wagner Act but the basic elements of
the truncated American welfare state, including unemploy-
ment insurance, social security, and the various employment
and infrastructure programs. But the form and ideology behind
these actions reflected a particular kind of social democratic
thinking, combining the concerns of corporations, unions, and
government mandarins.

Roosevelt’s State of the Union Address in 1944 included what
came to be known as the Second Bill of Rights. It articulated
a series of social democratic principles that reflected many of
the promises of substantive rights being put forward in most
capitalist democracies (such as those in the British Beveridge
Report), including the right to a job at a living wage, a home,
an education, and medical care. The programs reflected ongoing
collaboration between corporate and labour leaders and members
of the Roosevelt Administration, such as Sidney Hillman, Felix
Frankfurter, and Louis Brandeis, and Senators Norris, Wagner,
and LaFollette, as well as political operatives and New Dealers
Frances Perkins and Harold Ickes (Fraser 1989, 59 and 68). The
key ideological cornerstone wasn'’t social justice, class power, or
even fairness and equality but the need to stimulate the economy
based upon increasing mass demand.

Soon after the victories of organizing General Motors, the
c10 backed off from further sit-downs and the administration
moved toward the right. In 1938 Roosevelt moved away from
deepening New Deal reforms and closer to the AFL. New Deal
liberals lost control of congress to “a resurgent bloc of Repub-
licans and ‘Bourbon’ Southern Democrats” (Davis 1999, 68; see
also Selfa 2008, 52). The administration also sought support for
a more interventionist foreign policy from capital and other
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conservative political forces, and made a drastic cut to public re-
lief in 1939, which sparked a round of riots and state repression.

But the basis of a new form of American social democracy
had been set in place. It was tied to the Democratic Party, which
now took on a new hegemonic role; it was a party claiming to
represent working people and the downtrodden, all the while
representing the interests of a specific bloc of capital. For the
time being, that bloc retained an interest in growth through
the use of Keynesian counter-cyclical spending policies. Com-
mitted to growth, economic stability, the right to unionize, and
moderate welfare state reforms, the Democrats built on an ideo-
logical cornerstone of what was referred to as “liberal/labour”
policies. Clearly, this was a form of social democracy. It stood for
a moderation of a troubled free market system, a limited social
welfare system, and government action to stimulate demand,
with a strong labour movement component. In many ways, it
was similar to policies being tried by social democratic parties
in Europe, but in the Us, it was tied to a bourgeois-led party and
was much weaker in its scope (Selfa 2008, 53).

The modest changes that took place during the New Deal era
became one cornerstone of the Democratic Party’s hegemony
over the labour movement and made it the political home for
most social democrats. As the war approached, social democrats
such as UAwW leader Walter Reuther argued for forms of planning
that would include the labour movement, the state, and capital.
While it would have meant important limits on the unilateral
power of capital, Reuther’s vision still relied on partnership with
capital, retention of private ownership and accumulation as the
key foundation of economic growth, and a faith in technology
and productivity growth. Describing the UAw leader’s plan for
“s00 Planes a Day,” historian Nelson Lichtenstein (1989, 126;
italics added) writes, “It contained hallmarks of the strategic
approach so characteristic of labor-liberalism in the 1940’s: an
assault on management’s traditional power made in the name of
economic efficiency and the public interest, and an effort to shift
power relations within the structure of industry and politics,
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usually by means of a tripartite governmental entity empowered
to plan for whole sections of the economy.”

Although informed by half-hearted efforts to include labour
in real planning during the war (such as provisions for price
controls that were never applied) — and soon abandoned by ca-
pital — Reuther never gave up his belief in that kind of model.
On the other hand, after the aborted General Motors strike of
1948 — when, under Reuther’s leadership, the UAW attempted to
tie wage increases to the prices of vehicles — and in the face of
the political defeat of the postwar period, his practice, from the
postwar period until his death in 1970, was characterized by a
private set of welfare guarantees tied to the competitiveness of
private employers (Boyle 1995).

Lichtenstein (1989, 126—27) uses terms like “labor-liberalism”
and social democracy almost interchangeably. He describes the
former as “a species of political animal hardly existent today.”
It “saw organized labor as absolutely central to the successful
pursuit of this political agenda.” The agenda in the 1943 c10
Political Action Committee’s “People’s Program for 1944” called
for “big-power co-operation, full employment, cultural pluralism
and economic planning.” This was done in co-operation with
labour-liberals in the Democratic Party and administration.

Both the New Deal and the war experience dramatically
undermined the existence of a possible independent political
identity for social democrats to the left of the Democratic Party.
The Communist Party, under Browder, abandoned its earlier
independent revolutionary education and organization in fac-
tory cells and, styling itself as the left wing of the New Deal,
embraced the Popular Front. The party also supported the no-
strike pledge in the name of defending the Ussr during the war.
Union activists and socialists of various sorts, for the most part,
abandoned the Communist Party and supported the Democrats,
but many continued to organize against employers in spite of the
no-strike pledge of the war.

According to Davis (1999), the c10 Political Action Commit-
tee cemented the link between the c10 and the Democrats. The
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leaders saw it as a way to mobilize support for the liberal wing
of the party and a revival of elements of the New Deal. The ad-
ministration saw it as a way to cement support from the union
bureaucracy. Communists and many leftists saw it as a way to
force the Democratic Party to become more of a left-wing party
by forcing Dixiecrats out and bringing moderate Republicans
in — this would not be the last time that efforts to transform the
Democrats would be tried and would fail. The Socialist Party
continuously ran candidates but opposed the war throughout
the entire period as an imperialist war. Needless to say, it lost
much of its base.

The Postwar Era

In the immediate postwar period, employers backed off from the
promises of co-operation and planning. Truman’s cabinet was
more hostile than Roosevelt’s to labour and efforts to continue
and deepen New Deal reforms. The administration took a strong
line against a series of strikes by labour that demanded wage
increases and an extension of unionization. Over Truman’s veto,
the Republican Congress passed the draconian Taft-Hartley Act,
which outlawed cross-picketing, opened the door to “right-to-
work” laws, brought in rules to allow the exclusion of Commun-
ists and radicals from unions, and signalled a dramatic attack on
the labour movement. Truman and ensuing Democratic adminis-
trations half-heartedly attempted to respond to labour demands
to overturn Taft-Hartley but never succeeded.

The Cold War contributed to the transformation of the Demo-
cratic administration and the overall tenor of politics, and this
affected the labour movement and social democratic politics. The
move of capital away from forms of planning and collaboration
with labour ended hopes for a more interventionist economic
policy and contributed to a further narrowing of the scope of
social democratic politics as a whole. The strengthening of con-
servative forces in both the Republican and Democratic parties
drove liberals and social democrats even further into the arms of
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the Democrats — as opposed to developing independent political
vehicles (Davis 1999, 68). Truman concentrated on isolating and
challenging the Soviet Union internationally, in the process fur-
thering the interests of Us-based capital, which was concerned
with creating an open system for the development of private
investment in Europe and elsewhere; the Democratic Party in-
creasingly represented those interests.

The Cold War helped to create an environment of fear and
opposition against radicalism of any kind and thus cast a pall
over American politics. Building upon the nationalism that had
arisen during the war, the Truman Administration embarked
on a crude effort to demonize communism and the USSR, and
later China, and to frame American plans to remake the postwar
world into a capital-friendly environment as being necessary for
economic growth and jobs at home, as well as for freedom and
democracy. Aside from the pressures of the Cold War, the vari-
ous position changes and opportunism of the Communist Party,
along with the disillusionment of many with Stalin, contributed
to a defection of some progressives into the Democratic Party.

Social democratic leaders of the c10 became increasingly con-
vinced that the ravages of the Depression could be prevented
from reoccurring, economic growth could be stimulated, and
the welfare of cto members, as well as the working class as a
whole, could be assured by sharing the bounty of successful pri-
vate accumulation. For many of them, it was a short move from a
“socialism” of moderate planning along with employers and the
state to a social democracy of becoming the handmaidens of pri-
vate sector growth. The Cold War environment provided a space
for c10 leaders to ingratiate themselves with both employers and
Democratic Party politicians; this was seen as the only practical
way of working toward protecting and possibly extending their
gains. It also helped them defeat their internal union opposition,
whether they were communists or other radicals. The postwar
era saw a generation of social democratic leaders in unions such
as the uAw, the United Steelworkers of America (UswaA), and the
International Ladies’ Garment Workers’ Union (ILGWU) waging

ROSENFELD . American Social Democracy

115



116

the Cold War within their unions and across the c10, purging
not only individuals but entire ideological traditions, and with
them, key forms of struggle.

The failure of tentative steps outside this model helped to
consolidate a certain type of liberal politics inside the union
movement. That politics was built on a widely described bar-
gain: labour would accept the necessity of employers running
their workplaces, developing their productivity and profits, and
deciding on their own competitive strategies. Efforts to organize
entire industries such as auto, steel, and trucking also sought
to force employers to pay similar wage and benefit levels across
these sectors. Taking wages out of competition would pressure
employers to compete by increasing productivity and deepening
technological transformation. In this way, social democratic
labour leaders did have their own notions of competitive strategy.
The boss would share the productivity gains and allow the union
to deal with ongoing workplace concerns through collective bar-
gaining. On a higher level, labour leaders applauded American
competitive success and worked through the Democratic Party to
argue for moderate extensions of the social benefits won through
the New Deal, improved labour laws, and watered down versions
of social democratic demands. They also vigorously supported
American foreign policy, the Marshall Plan — both ideologically
and as a boon to jobs and economic growth, the Korean War,
and aggressive anti-communism, and collaborated in breaking
independent unionism abroad.

While much of this served cto membership well in the short
run, it undermined the radical underpinnings of the movement
that had organized the cio during the 1930s. Rejecting a class-
oriented ideology, mass organizing was unable to take off. Efforts
to organize African Americans and to organize in the South —
through short-lived campaigns such as Operation Dixie — were
miserable failures since the unions refused to work with radical
and communist-led groups and activist centres, instead working
with racist politicians and employers to weaken them.

As a number of analysts have noted, the labour movement’s
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unwillingness to define its project in terms of a wider vision of
class (taking up the struggles of groups such as women, people
of colour, people of the South, and the rural poor) and its refusal
to organize a party to the left of the Democrats helped to define
organized labour in terms of “interest group” politics (Lichten-
stein 1989; Davis 1999; Ferguson 1989; Selfa 2008; and especially
Katznelson 1989, 192). The Democratic Party coalition included
elements of capital (internationally oriented and capital inten-
sive) and northern urban political machines working alongside
reactionary Southern oligarchs. The predominance of the latter
often drove liberals and labour political interests into seeking
legislative alliances with moderate Republicans from northern
and eastern states.

In the longer run, the elimination of radical activists, think-
ers, and forms of struggle from the main body of the labour
movement made it extremely difficult to respond to the chal-
lenges raised when the postwar boom ended and the system
entered a new crisis. By defining itself as an interest group of
sorts, the American union movement and its social democratic
spokespeople also assured the movement’s future isolation when
it would be in great need of allies in the face of the later neo-
liberal assault. The labour movement played an important role
in the election of Truman in the highly contested 1948 election.

As the postwar era moved into the 1950s and the era of the
Eisenhower Administration (1952—60), social democratic labour
leaders, first through the c10 and later through the AFL-c10, de-
veloped an institutionalized relationship with Democratic Party
legislators. Accepting the norms of the postwar compromise,
the pattern repeated itself into the 1960s: labour would argue
for full employment, greater state pump-priming geared toward
job creation, and repeal of Taft-Hartley. The Democratic majority
would inevitably be unable to accommodate this agenda due to
its dependence on Southern reactionaries and its alliance with
capital. Labour and its liberal allies inside the party would never
challenge the fundamental premises of their relationship to the
Democrats because of both their internalization of its ideological

ROSENFELD . American Social Democracy

117



118

limitations and their fear of electing the even more reactionary
Republicans. As Davis (1999, 199) notes, unions became the “cap-
tive base for an anti-communist ‘liberal’ wing of the Democratic
Party, whose capacity to enact substantive reform was perma-
nently constrained by both the weight of the Democratic right
wing and the exigencies of Cold War bipartisanship.”

In the reading of some analysts (Ferguson 1989; Selfa 2008;
Davis 1999), the inability of the labour Left and its intellectual
coterie to wean itself away from the Democratic Party coalition
makes it highly questionable to describe its politics as a kind of
social democracy in any real sense. This is in contrast to social
democrats such as Michael Harrington and Irving Howe who
argue that the role of the c10, and later the AFL-CI10, inside the
Democratic Party was a kind of functional equivalent of a social
democratic party, “a labor party of sorts” (Harrington 1972, 267).

The Socialist Party stopped running presidential candidates
in 1956 and began major debates about how to build and relate
to the Democratic Party. In 1958 elements from the recently
dissolved Independent Socialist League, led by Trotskyist Max
Schachtman, joined the Socialist Party. Schachtman brought
Michael Harrington with him. Over time, this group moved
toward advocating working within the orbit of the Democratic
Party, calling for a strategy of working to transform it into a
genuine social democratic party. Originally, the strategy of join-
ing the Socialist Party was motivated by the desire to create
a multi-tendency party, which, in the view of these activists,
would become a space for Trotskyists, disillusioned members of
the Communist Party, and independent socialists in a decidedly
non-revolutionary era. This position was contested, and among
the dissidents from within this movement grew a more radical
group that became the forerunner of the American International
Socialists, and later Solidarity and Labor Notes. The Socialist
Party continued to field its own candidates but, like its liberal
cousins, it moved closer to the Democrats.
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The Sixties and Seventies

The different elements of American social democracy, broadly
defined, faced the new challenges of the 1960s and 1970s in
similar ways. Whether we refer to the labour movement, liberal
politicians and intellectuals, or self-identified social democrats
in their own organizations and the Democratic Party, the ten-
dency, for the most part, was either to try and stay within the
framework of the New Deal reforms and postwar compromise
or to adjust to the new realities through a new accommodation
and moderate adaptation under the dominance of private capital
accumulation and the Democratic Party. Ultimately, this strategy
failed, leaving social democratic elements even more fragmented,
disorganized, weakened, compromised, and unable to situate
themselves in the new reality of the neoliberal era.

In these decades, American social democracy faced a genuinely
new set of circumstances. A historic civil rights movement that
bubbled up from the grassroots accomplished a social revolution
in the South, radicalizing as the 1960s moved on. An anti-war
movement responded to the imperialist war in Southeast Asia
and brought a new space of opposition to the lingering Cold War
orthodoxy. A New Left made up of young people arose, as did a
new militancy in the working class, particularly among young
workers. The public sector was unionized during this period.

The labour movement was, on the whole, sympathetic to the
fight against segregation in the South and was waiting to see
whether a genuine mass movement would build. As the move-
ment successfully shook the foundations of Jim Crow, a system
of codified racism and colour-based oppression, and became the
centre of the news, an increasing number of labour leaders such
as Walter Reuther publicly identified with it and contributed
needed resources. Whereas the right-wing AFL-cI0 leaders such
as George Meany only grudgingly accepted the importance of
Jim Crow’s defeat, the general working-class base of organized
labour supported the movement and shared the revulsion over
the fascistic attacks on the Freedom Riders, voting rights activ-
ists, and anti-segregation marches.
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Things changed as the movement radicalized and African
American communities engaged in rebellions in northern cities.
Labour leaders on the left of the movement became more critical
as they and their organizations were challenged by radical ac-
tivists within their ranks. Walter Reuther, the UAW president,
for example, presided over a union that professed full support
for integration, yet life in many union sections, locals, and key
workplaces included forms of racism and discrimination enforced
by both management and local union leaders (Boyle 1995). As
the 1970s began, African American workers became increasingly
isolated in the most oppressive workplaces, and in Detroit and
in key workplaces movements sprang up that challenged the
hypocrisy of the “liberal” union leadership.

Reuther’s response to both the radicalization and the de-
structive urban riots of the mid- and late 1960s was to argue for
the development of government spending programs to rebuild
inner cities in partnership with private capital — reminiscent
of the kinds of approaches taken in the war and postwar per-
iod to rebuild the country. A moderate version of his proposals
was adopted by Lyndon Johnson in his Model Cities program.
Other features of Reuther’s approach were a commitment to full
employment and a faith in the productive capacities of private
capital — a notion that technocratic solutions could deliver out-
comes that would co-opt the radical component of the African
American communities. One effect of the lack of a left social
democratic response by the labour movement to the African
American rebellions in the urban North was that key elements
of African American communities came under the tutelage of
moderate liberal business interests and ended up relying on
“corporate-dominated foundations” and media for resources
(Ferguson and Rogers 1986, 64).

Liberal intellectuals were supportive of the first phase of
the civil rights movement, and the liberal political establish-
ment was divided about what to do. More progressive elements,
especially young people, supported and actually joined the move-
ment, while much of the establishment — such as the Kennedys
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and Senate liberals — gave lip service to a movement that they
feared could still threaten the basic Democratic Party coalition.
When it became impossible to ignore, John F. Kennedy did pro-
vide aid to Martin Luther King and the movement, but it wasn’t
until after Johnson came to power that action on the legislative
front actually came to pass.

Liberals of all stripes generally recoiled at the radicalization
of the civil rights movement and the urban riots. This included
the right wing of the labour movement, especially where organ-
izers raised demands regarding access to building trades jobs that
the overwhelmingly white AFL unions dominated. The approach
of social democrats within and around the Socialist Party was
similar. Leading social democratic thinkers, including Irving
Howe and Michael Harrington, had great difficulty understand-
ing and relating to the black radicalism of the later sixties and
early seventies. This is not to say that the content of African
American radicalism was grounded in a clear set of political
programs or was geared toward building a class-based political
challenge to capitalism. Indeed, it was quite confused and tended
toward various forms of nationalism (Sorin 2002).

The civil rights movement was only one — albeit the most
important one — of the social movements that came out of the
1960s. As in other developed capitalist countries, a generation of
postwar growth also witnessed a rise in working-class militancy,
albeit manifested in ways peculiar to American social realities.
The decade saw the growth of public sector unionism, legitimated
by federal legalization in 1961, and the period from 1966 through
1979 was one of widespread labour upheaval. Average weekly
wage levels reached their high point in the postwar era in 1972
(Moody 2007, 64, 79). Employment and spending on education
increased (Hobsbawm 1995, 284). New social programs such as
Medicare and Great Society anti-poverty programs were brought
in. At the end of the decade and into the 1970s, younger workers
engaged in strikes over workplace and working conditions.

The Johnson Administration (1963-68) responded to the wave
of social unrest with a series of reforms, including the Voting
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Rights Act of 1965, Medicare, and the so-called War on Poverty,
which sought to address elements of African American poverty
in large cities. The structure of the Great Society reform agenda,
however, actually weakened the potential of the working class
and the radical elements within African American commun-
ities. Johnson, like Kennedy before him, responded in ways that
sought to articulate the interests of the bourgeois elements in the
Democratic coalition, along with those of the poor, essentially
subordinating the latter to the former.

Johnson’s anti-poverty program was developed under the
tutelage of business interests and sought to enhance the ability
of African American communities to access opportunities within
existing economic and political structures. While developing
centres of black leadership in urban communities, the stratum
that coalesced around Office of Economic Opportunity programs
became dependent on the largesse of Democratic Party resources.
They later served as a functional equivalent of the old urban ma-
chines that were replaced in large cities as the AFL-CIO became
the main force there (Ferguson and Rogers 1986; Davis 1999).
The programs were completely focused on African American
poverty issues and were divorced from any larger program of
state intervention in the marketplace to guarantee full employ-
ment for the entire working class. This became a point of conflict
between whites and blacks, and was a major concern for social
democrats such as Reuther.

The reforms were funded not by increased corporate or pro-
gressive income taxes but by social security taxes, which were
in fact highly regressive payroll taxes. Along with tax cuts for
the wealthy, this overwhelmingly placed the burden of pay-
ing for these programs on working-class people. In the context
of the highly divisive political atmosphere of the time, urban
violence, the radical rhetoric of key militants in the civil rights
movement, the lack of anti-racist education and mobilization
of white workers by their political and union leaders, and the
conclusion of many black working people that whites were not
their allies, major divisions developed within the working-class
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movement. This opened the door to the demagogic appeals of the
right-wing populism of Wallace, Nixon, and others (Katznelson
1989; Boyle 1995).

Along with the cultural rebellion of college-age youth, the
New Left developed as a movement in the late 1960s, challen-
ging the claims of liberal democracy and later embracing various
strands of political radicalism. Social democrats within the union
movement, political liberals, and those around the Socialist Party
orbit responded to the young radicals in much the same way as
they did to the trajectory of the civil rights movement. Howe, for
one, was repulsed by the challenge to the norms and hypocrisy
of liberal democratic politics, the rejection of anti-communism,
and the search for new forms of political action and vehicles. He
and others were particularly concerned about the refusal of the
early New Left activists to critically analyze Stalinism. They also
found problematic the confrontational forms of political action
as practiced by the younger activists. Similar intergenerational
differences are at play in today’s social democracy in the United
States.

As Johnson increasingly escalated American intervention
in Vietnam, the Great Society reforms were ended. The war
fuelled the alienation and anger of young people, and the anti-
war movement provided a base for the veterans of the New Left.
Until the Tet Offensive in the summer of 1968, most liberals
remained tied to Johnson’s war, still hoping for a renewal of the
reforms, if not caught up in the logical extension of the Cold
War ideology they had practiced for the previous twenty years.
Labour leaders were divided, with the Meany types in full sup-
port. Harrington and Howe and their supporters opposed the
war but stubbornly refused to support calls for unconditional
withdrawal since they believed it would result in the consolida-
tion of a “Stalinist” regime in Vietnam.
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After the Postwar Boom

The end of the postwar boom began a period of economic and pol-
itical crisis. In the context of increasing international competition,
rising costs of raw materials from an emboldened Global South,
and a general slowdown, the structural gains of the working class
over the previous two decades threatened capital accumulation.
The crisis took the form of stagflation. Out of this experience,
capital and its political parties embraced neoliberalism.

In the Us, neoliberalism initially took the form of the Volcker
shift under Democrat Jimmy Carter in 1979, which was prefaced
by regressive tax cuts, limits to social programs, and a distancing
from the AFL-CI1O of the administration, which saw labour as one
interest group among others. This paved the way for the Reagan
era, which saw open attacks of working-class gains through the
demonization and imprisonment of the leaders of the Profes-
sional Air Traffic Controllers Organization.

The Reagan Administration acquiesced to capital’s push for
cuts to corporate and higher-bracket income taxes while in-
creasing military spending and payroll taxes on working people,
which reflected over go percent of the tax increases in the 1970s
(Ferguson and Rogers 1986, 100-101). This helped to widen the
wedge created in the earlier period between better-off, mostly
(but not exclusively) white workers in the higher-paid sectors
and the poor, the recipients of social programs.

The exciting social movements of the late 1960s went into
decline and, in the absence of left-wing alternatives, once-radical
activists joined the Democratic Party. Rather than bring the
dynamism of social activism into the party, however, this move
contributed to the end of social movement activism (Davis 1999,
297). Without radical political organization and analysis, and
in the absence of any real discourse of class, unionized workers
were weakened and isolated. This opened up more space for the
right-wing populist appeals developed into an art form by Nixon,
Wallace, Reagan, and subsequent Republicans.

The Democratic Party had a short dalliance with anti-war
politics in the 1972 McGovern campaign. It was only partly
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supported by liberals, social democrats, and progressive elements
within labour, such as the public sector unions and the uaw. The
AFL-CIO and many social democrats stayed neutral. Later, many
liberals moved toward acceptance of neoliberal reforms. For ex-
ample, “|[Edward] Kennedy had seen some of the damage caused
to Democrats by extremism on the Left, and he was determined
to work inside the political process to get things done. He was
also open to new ideas, like deregulation, that did not fit neatly
into the traditional Democratic agenda” (Zelizer 2010). Liberal
senators, such as Metzenbaum and Kennedy, both voted for tax
cuts to the wealthy. The centre of gravity inside the Democratic
Party then moved toward business-oriented formations such as
the Democratic Leadership Council, which sponsored Clinton
as the Democratic candidate in 1992. Edward Kennedy offered a
half-hearted alternative to Carter in 1979, along with the short-
lived Progressive Alliance, led by uaw president Doug Fraser.
After Carter easily defeated Kennedy’s bid at the Democratic
Convention, the Progressive Alliance soon disappeared.
Reagan’s election in 1980 signalled the political defeat of
American liberalism, with social democrats and the left in the
Democratic Party on the defensive. Jesse Jackson’s Rainbow Co-
alition of 1984 was a last effort in the neoliberal era to promote
a social democratic agenda through the Democratic Party, an
agenda that was urban based, inclusive of African Americans,
and geared toward increasing social spending, job creation, and
cuts to military spending (Davis 1999, 274). Even here, most white
liberals, labour leaders, and the main body of social democrats
—now split from the old Socialist Party and working inside the
Democratic Party — supported the mainstream Democratic candi-
date, Carter’s vice president, Walter Mondale. A number of former
leftists from the failing Maoist movement joined the party to
support the losing cause of the Rainbow Coalition (Elbaum 2002).
For the labour movement, little changed during this rather
sorry period. Long-term right-wing leader George Meany re-
signed in 1979, only to be replaced by the hapless Lane Kirkland.
The latter continued the Cold War, employer-collaborationist
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approach of his predecessor, as alternative strains within the
union movement slowly grew in the face of a series of seemingly
endless defeats.

Factions Explode the Mother Ship

By the end of the 1960s, the Socialist Party had divided into three
caucuses. One advocated a more socialist-oriented perspective
and called for independence from the Democrats. Another, led by
Michael Harrington, argued for maintaining a social democratic
perspective and working to transform the Democrats from within.
And a third, led by Harrington’s former mentor, Max Schachtman,
called for a right-wing populist political orientation supplemented
by a muscular anti-communist, militaristic foreign policy.

In 1972, the Socialist Party shattered into three successor
groups. The left-most rump formed its own party, which eventu-
ally became today’s Socialist Party USA. It remains a small group
that runs candidates for mostly educational purposes.! Harring-
ton’s group formed a centre for social democrats that went through
a number of transformations. In 1982, the Democratic Socialist
Organizing Committee merged with the New American Move-
ment (itself an organization of New Left socialists, who sought
to apply socialist principles in an American cultural context) to
form the Democratic Socialists of America. The latter, whose pol-
itical practice remained centred within the Democratic Party and
which still plays a role in 2012, evolved into an interesting mix
of democratic socialists and social democrats. The Schachtman
group eventually split into right-wing Cold War social democrats,
many of whom continued to play important roles in unions for
some time, and a smaller cohort of neoconservatives, who staffed
elements of Reagan’s and Clinton’s imperialist bureaucracy and
right-wing intellectual centre in the 1980s and 199os.

1 Notably, respected socialist scholar and activist Dan La Botz ran for a Senate
seat on the Socialist Party ticket in Ohio in 2010. Campaigns such as this might
help push the party into playing a more significant organizing role.
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One can only speculate about why the Harrington and
Schachtman groups ended up the way they did. Harrington’s
ideology was an interesting mix of social democracy, demo-
cratic socialism, gradualism, and American liberalism. While
he continued to argue until the end of his life for an eventual
longer-term transformation of capitalism, he had great diffi-
culty articulating how to put forward and fight for structural
reforms, address the challenge of governing within a capitalist
system, and move toward a radical challenge to capitalism. His
analysis of the Mitterrand government’s experience in France
clearly showed that, when push came to shove, he could see
no way of moving beyond the structural constraints of private
capital accumulation or even neoliberalism (Harrington 1986,
178). Considering the contradictions in his thinking and the real
limitations of his political approach, one can understand why he
was unable to move beyond a project to transform the Democrats.

The Schachtman group is different. Like many independent
socialists, Harrington and Irving Howe, particularly the lat-
ter, were always haunted by the challenge of trying to define
a socialism that respected and integrated the historical gains
of liberal democracy (thus rejecting the authoritarian model
of Stalinism and the orthodox Trotskyist movement) while
not limiting themselves to being apologists for capitalism and
supporters of the Cold War and the imperialist policies linked
to it. They were never completely effective in this endeavour.
Schachtman and his cohorts, clearly obsessed by the horrible
realities of Stalin and the opportunism and hypocrisy of the
Communist Party, and reacting to the radicalism of the New
Left, moved to a complete rejection of socialist ideals.

American Third Wayism

American social democracy has, in a sense, had a strong Third
Way component ever since the New Deal era. But the counter-
part to the Third Way turn in Britain and Western Europe —
the acceptance of the need for social democracy to embrace not
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only capitalism, which it had already done in the 1950s and
1960s elsewhere and in the 1930s in the Us, but neoliberalism —
came during the Carter and Clinton periods. These presidents
claimed to be different from both the hard Right of Reagan and
the liberal Left. Clinton signed NAFTA and bargained American
participation in the wTo. He approved the infamous welfare
“reform” that forced poor people off the welfare rolls into the
low-wage precarious labour market and implemented financial
deregulation and tax cuts. Furthermore, instead of a real peace
dividend in the wake of the end of the Cold War, his foreign
policy protected international capital under cover of a supposed
defence of human rights.

Clinton oversaw the transformation of Democrats away from
identifying with a shrinking labour movement and toward be-
coming a neoliberal instrument of mild social tinkering and
growing competitiveness, especially in the financial sector. He
was part of the neoliberal-oriented, business-friendly element in
the Democratic Party, unlike those more sympathetic to liberals
in the labour movement such as Kennedy and those further to
the left. Elected in the George H. W. Bush recession, Clinton
promised to correct some of the injustices of the Reagan era,
all the while calling for a balanced budget. His campaign was
helped — and moved rightward — by the independent candidacy
of right-wing populist Ross Perot. Re-elected in the Wall Street
bubble that also saw the growth of computer industries and
further low-wage growth, his second term accommodated itself
to the Republican-dominated Congress led by Newt Gingrich’s
“Contract with America.”

While representing key sections of the capitalist class, Clin-
tonism attracted elements of the new middle class, Wall Street,
and working-class Americans, including many African Amer-
icans. But inside the party, conflicts remained between Clin-
tonites and anti-racist, old-time left-leaning liberals and social
democrats led by Jesse Jackson, as well as with Democratic So-
cialists of America—oriented activists and members of Congress,
and those on the left of the labour movement (AFSCME, UAW,
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SETU, and so on). But while they deplored the abandonment of
Keynesian policies, full employment, and the complete accept-
ance of neoliberal globalization, these elements supported Clin-
ton in elections. New AFL-CIO president John Sweeney, himself
a member of the Democratic Socialists of America and a reform
candidate who ran against the old AFL-c10 establishment, sup-
ported Clinton’s election campaigns but was critical of free trade
without side deals and protections for labour. Some of the work-
ing class supported Republicans because of wedge social issues
and the lack of delivery by Clinton on his promises, although
the growth spurt that occurred during his administration did
keep many of them voting Democrat. Clinton pandered to the
socially and economically conservative Republican Congress,
and the Left consistently refused to create social movements to
challenge either.

Clinton is gone, but Barack Obama has some similarities:
he is a political outsider who claims to be able to couple the
interests of business with modest reforms to the welfare state.
He remains committed to a restoration of a competitive Amer-
ican economy in the context of neoliberal globalization. At the
same time, he faced, and continues to face, the most dangerous
economic crisis since the Depression. Moreover, regardless of his
refusal to identify with fundamental changes to the system and
mobilization of the social forces that could bring such changes
about, as an African American he must at least promise some
improvements to the conditions of the urban masses. This need
to deliver something to the president’s base could weaken the
natural tendency of the administration to articulate reforms
in the spirit of reinvigorated neoliberalism. In the context of
the fierce opposition from the hard Right, this poses new chal-
lenges for American social democrats — and those in the union
movement, the Democratic Caucus, and the different social
democratic organizations, such as the Democratic Socialists of
America.
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AMERICAN SOCIAL DEMOCRACY TODAY

For those looking at American social democrats from the out-
side, the nagging issue remains their ties to the Democratic
Party. Why, in the homeland of world capitalism, would a move-
ment that in every other country has organized itself separately
from the traditional parties of the capitalist classes be combined
with such a party? We have already seen that the political in-
stitutions in the United States strongly favour the existence
of the two-party system, but, as Mike Davis and others have
argued, there is no reason why an independent, class-based
party couldn’t have contended in the electoral terrain. In the
era prior to the New Deal, there were many such projects, at
least on the local level.

An important part of the answer to this question involves
the political and cultural constraints of living and working in
the imperial homeland of world capitalism. There is no doubting
the general identification of much of the working class and the
leadership and activist core of the labour movement with the
American imperialist agenda, as well as the role of that identifi-
cation in facilitating ties with a bourgeois political party. This is
a compelling argument, coupled with the particular experience
of the New Deal era and the articulation of political interests
among reforming capitalists, liberal intellectuals, and social
democratic class leaders. After the New Deal, the relationships
that developed during the Second World War and the onset of
the Cold War further delegitimized political alternatives, while
simultaneously reinforcing the role of the Democratic Party as
an instrument for achieving short- and long-term goals. Other
elements to be considered include new wrinkles such as the re-
cently passed California Proposition 14, which makes it almost
impossible for anyone but the wealthiest or those tied to the two
major parties to run for election. Even getting on the ballot is
difficult, quite apart from the incredible cost of running for elec-
tion, the hostility of the labour bureaucracy to any efforts to the
left of the Democratic Party, and the weakness and irrelevancy
of the labour movement as an electoral force.
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Yet another dimension is the fact that the Democratic Party
is, after all, a bourgeois party that legitimates the existing
system through an ingenious articulation of the interests of
select elements of the working class and groups of women, com-
munities of colour, and social minorities, along with certain
fractions of the big bourgeoisie. This is nothing new, but when
the social democratic wing of the working-class movement
is integrated into this type of party, it develops a particular
practice, worldview, and means of joining its agenda to that of
capital, mobilizing and disciplining the working class in ways
that legitimate and facilitate the status quo in the operation
of government and the economy. Certainly, European social
democratic parties have similarly accommodated themselves to
governance of capitalist systems. However, the autonomy from
capital in the organic operations of their parties has affected
the manner in which they governed, related to working-class
institutions, reconciled their programs of social reform with
the needs of capitalist economies, and argued for different and
bolder ways of reforming the economy, all the while maintaining
the domination of private capital.

As social democratic movements around the world changed,
after decades of being tied to parties that were either governing
or alternating in power with more conservative parties, their
identification with the interests of the working class as a whole,
as well as their organic ties to their respective labour move-
ments, dramatically weakened. This has culminated in the Third
Way era, where neoliberalism came to be assimilated and cham-
pioned by social democratic parties. Given that experience in
other countries, it would seem highly unlikely that American
social democrats would break with the Democratic Party. In real-
ity, many mainstream Us social democrats became nothing more
than liberals in the 1950s and 1960s, and lost any organic links
to a working-class constituency. Even the reforming elements
who identified with this political orientation became further

subdued.
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Social Democrats, Democratic Socialists,
and the Democratic Party

Notwithstanding the above, it would be wrong to give the im-
pression that all American social democrats can be subsumed
under the category of “mainstream liberals.” Traditional Amer-
ican liberalism has, for the most part, become a rara avis, as the
space to champion both the rights of working people and the
competitiveness of the capitalist economy has become narrow
indeed. One can think of such names as the late Paul Well-
stone, Dennis Kucinich, and Maxine Waters, political figures
who have defended the rights of working people and the poor,
called for the extension of the social safety net, argued for pub-
licly sponsored job creation programs, and generally opposed
militarism. Most people identify the term liberal in this era with
those who argue for progressive positions on social issues, rather
than with a crusade for social justice. But the tradition of and
the political space for the classical postwar liberal is long gone
today.

Yet in recent years, activists with a social democratic orienta-
tion have started movements to develop political organizations
outside of the Democratic Party. Two such projects were the Us
Labor Party, founded in 1996 by a renowned labour activist,
the late Tony Mazzochi, and the New Party, active from 1992 to
1998. The Labor Party concentrated on developing independent
campaigns at local levels. It had support from the odd national
leader and local American union, but only if its candidates didn’t
run against Democrats or if a candidate had a legitimate chance
of winning. It was also supported by a number of centres of left-
wing political dissidents in and around the labour movement.
The party raised key social democratic demands such as single-
payer Medicare, extension of social security, and legislated union
and health and safety rights. It faded with the decline of union
militancy and the death of Mazzochi. Where it still exists today,
it mainly supports Democratic Party candidates and single-payer
Medicare.

The New Party was at one time associated with a network
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of community reform movements such as Association of Com-
munity Organizations for Reform Now (ACORN). It combined
organizing and engaging in electoral campaigns on local levels
with providing another space for Democratic candidates to run,
sometimes creating opportunities for left-wing dissidents to en-
gage in the primary process. It, too, has faded throughout most
of the country. There are also other small, local examples of
third-party local candidates, as well as the Ralph Nader national
presidential campaigns, more recently run under the banner of
the Green Party. Nader developed some solid social democratic
issues in his run in 2000 but was the target of strong attacks by
those who blamed him for Bush’s first election.”

Other centres of social democratic activism reflect political
orientations that style themselves as “progressive” and “demo-
cratic,” some of which include more radical left-wing positions.
In 2004, during the George W. Bush era, a new group of so-
cial democrat—influenced Democratic legislators and activists
formed the Progressive Democrats of America (PDA) out of the
presidential campaigns of Howard Dean and Dennis Kucinich.
This group acts as a PAC (Political Action Committee) operating
inside the Democratic Party and in social movements. Its purpose
is to revitalize the Democratic Party “built on firm progressive
principles”; its mission is not to replace the party with an in-
dependent social democratic party but to transform it into a more
progressive voice. This, of course, is thoroughly consistent with
the failed projects of most social democrats since World War 11.
While the PDA (www.pdamerica.org) is relatively unconcerned
about the alliance with capital that the Democratic Party rep-
resents, it is anti-war and critical of Israel, and it supports bold
state-intervention initiatives, albeit from a left-Keynesian per-
spective, to address the need for jobs and social justice. Many
of its supporters and members engage in various single-issue
movements, from opposition to the Afghanistan and Iraq wars

2 I draw here on conversations with Dan La Botz, 13 July 2010, and Jane
Slaughter, 14 July 2010.
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to Palestine solidarity, immigrant rights, and the job creation
movement.

A blogosphere of American social democrats and such maga-
zines as American Prospect, Dissent, The Nation, and In These Times
reflect perspectives that range from left liberal — calling for
revised approaches toward the war in Afghanistan, stronger
regulation of the financial sector, and a new popular front (Kazin
2010) — to endorsements of sweeping Keynesian-inspired job
creation, environmental transformation, and single-payer Medi-
care, to more radical and socialist demands. As well, various
academic and policy-oriented activists who can roughly be called
left social democrats have contributed new ideas for revitalizing
the American economic and social fabric. They include such
people and organizations as the Economic Policy Institute and
the authors of A Progressive Program for Economic Recovery and
Financial Reconstruction (http://www.policyinnovations.org/ideas/
policy_library/data/o1521).

The Democratic Socialists of America (DSA), a member of
Socialist International, is a more complex phenomenon.®> With
seven thousand members and a thousand activists, it is the lar-
gest social democratic formation in the United States. Declaring
itself to be democratic socialist in orientation, the Dsa holds
political positions that reflect both social democratic and social-
ist approaches. It is far from disciplined, and its members range
from those who work for immediate reforms within a traditional
social democratic orientation to those who aim to build a social-
ist alternative to capitalism and support a more radical set of
immediate demands that go beyond a Keynesian orientation.

Many DSA members participate in social movements and
trade unions, although they are overwhelmingly college gradu-
ates with a low level of working-class participation. While little
coordination exists among DSA members who work in different

3 My discussion of the DsA is informed in part by conversations I had with
an older member of the DsA and a younger member of the Young Democratic
Socialists.
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unions and movements, the organization includes a remarkable
mix of veterans of the Harrington-Howe era of American social
democracy, former and current members of socialist left-wing
groups, and a youth wing that includes Marxist-inspired demo-
cratic socialists and social democrats. The DsA has no official
press, although it does publish the magazine Democratic Left and
a labour newsletter. It also organizes occasional educational ses-
sions and forums in different communities.

To get a sense of some of the contradictions within the Dsa,
one has only to look at the content of its website and political
materials (www.dsausa.org). One can find a presentation by
noted socialist educator, activist, and DsA member Bill Fletcher
Jr. on the need for a socialist party, mass activism, and education
as well as a presentation from the Left Forum on the need for a
new Economic Bill of Rights, which includes mostly Keynesian-
type demands. But the latter also includes comments by Joseph
Schwartz, the DSA’s vice-chairperson, to the effect that these
rights can never be attained without taking over private capital
and transforming the economic system.

While the DsA, for the most part, remains tied to an electoral
practice within the Democratic Party, some of the older social
democratic elements in the organization are still inspired by
Michael Harrington’s vision of transforming the Democrats into
a social democratic party of the European type, whatever that
means in today’s context. Many DSA members, however, simply
see no alternative to working through the Democrats, given the
limitations of the American political system. A small minority
questions the utility of this kind of political activity but can’t see
how one can move beyond it. If one identifies electoral activity
reflexively with the Democrats, then it is easy to argue that
electoral activity itself needs be avoided.

Conversations with DsA members give the impression that
they have no sense of a crisis over the prevailing political para-
digm within the DsA, so it is unlikely that there will be any
critical debates over the course of its collective political practice
anytime soon. Although most DSA members seem to be critical of
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the Obama Administration’s orientation, some thought that his
election would bring about the possibility of another New Deal
while others were skeptical from the beginning. This, of course,
mirrors similar divisions in the American Left overall. The gen-
eral consensus is that a movement must be built to push Obama
to move toward bolder reforms and more progressive policies.

Within the DsA and across the political spectrum of the
American Left, those who argue for engaging with the Demo-
crats — that is, social democrats and democratic socialists — are
divided about how to work with the Democratic Party. One key
line of demarcation is whether they wish to make the Democratic
Party more effective, progressive, and radical, or whether they
see working in the party as a tactic to connect with workers or
other constituencies that eventually need to become part of a
larger socialist movement. Unlike socialists, social democrats as
a whole still believe that the Democrats can be transformed —
but what they wish to transform it into is not very interesting.

Socialists are divided about whether or not working inside
the party makes sense, but they generally agree on their strategic
goal of eventually building a larger, independent socialist party.
Major differences remain, however, over whether this requires
participating in Democratic primaries or local organizations, or
even supporting campaigns of progressive Democrats for Con-
gress, local office, or the presidency.

The Right Rises Again

Moving into the November 2010 Senate elections, Obama had
successfully passed his compromised health care package, which
was to operate through a system of private corporations, with-
out a public option of any kind. Despite its limitations, it was
bitterly opposed by Republicans and some “Blue Dog” right-
leaning Democrats, as well as the more progressive and social
democratic—oriented Democrats on the left (although many of
the latter ultimately ended up supporting it). The social demo-
cratic left, though rather critical of the deal, was divided about
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whether it represented a glass half full or half empty. The modest
stimulus package, part of the bailout of the finance and the auto
industries, had also by this time run its course.

With Obama’s seeming unwillingness to address the grow-
ing gap of income and wealth, increasing profit levels of banks
and corporations and the deepening unemployment crisis
became huge issues for the social democratic left; going into
the congressional and state elections of 2010, these issues had
rather demobilized and demoralized much of the Democratic
base. Simultaneously, the lack of organized movements or left-
wing alternatives from below enabled the far Right to organize
and build a base of white, upper-middle-class and disgruntled
working-class supporters around an orthodox neoliberal eco-
nomic platform and a call for minimal government. The result
was a victory for Republican conservatives, who took over the
House, reducing the Democratic majority in the Senate and
winning a number of key state governorships and legislatures.
Out of a total of thirty-seven gubernatorial races in 2010, the
Democrats won thirteen and the Republicans twenty-three
(with the other going to an independent).

Shortly thereafter, the tenor of the main political and media
voices shifted noticeably to the right. The Republican House cau-
cus called for a national austerity agenda characterized by deep
cuts to social progams and limits on government borrowing,
State governments — Democratic as well as Republican — began
an attack on public services and the rights of unionized public
sector workers that threatened the very survival of public sector
unionism itself.

The coffers of state governments, and those of the munici-
palities in those states, were already starved of funding through
the effects of both the recession and the end of the moderate
stimulus package from the federal government. But the new
austerity offensive sponsored by states was unprecedented and
went beyond any real concern for maintaining government fi-
nances. It was also deeply unpopular (Cooper and Thee-Brenan
2011). States with new Republican majorities such as Wisconsin,
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Ohio, Florida, and Indiana led the way, but those with strong
Republican governors — and even those with Democratic legis-
lative majorities and governors — followed suit (Tavernise and
Sulzberger 2011; Pérez-Pefia 2011; Levenson 2011; Cooke 2011; La
Botz 2011).

Wisconsin: Attacks and Resistance

Wisconsin — the home of the progressive traditions of La Follette,
municipal socialism, the New Left, and more modern left-wing
politics, as well as a hard right-wing populism identified with
McCarthyism and today’s neoliberalism — became the touch-
stone of the attacks, as well as a symbol of a new labour and
popular resistance that began from below. Republican Governor
Scott Walker, with a majority in both houses of the legislature,
issued a frontal attack on public sector unions and social service
recipients. He sponsored a so-called budget repair bill that dras-
tically limited the scope of collective bargaining for public sector
unions, ending automatic dues deduction and forcing annual
recertification. The bill purposely exempted police and firefight-
ers in order to target and isolate the rest of the public sector. The
governor also targeted programs for the poor and funding for
public education.

While similar attacks occurred in other states — leading to
resistance movements of various kinds — the Wisconsin events
became a central focus of the struggle. The huge and creative
protest that arose from below challenged the notion that the
American labour movement was effectively dead. As tens of
thousands of union supporters protested the despicable legisla-
tion, it became clear that layers of the working class, unions, and
the general Left in the United States were prepared to build new
and different forms of fightback. The struggle included occupa-
tions of the State Capitol, daily marches, and youth-inspired civil
disobedience. It brought out private sector workers and unions,
high school and university students, and tens of thousands of
public sector workers and supporters. The firefighters and (for
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a time) the police supported the struggle. Democratic legisla-
tors hid out in neighbouring states, denying Walker the needed
quorum to pass the law. Eventually, he used a legislative man-
oeuvre to get the changes voted in. At that point, the protests
subsided, and the movement shifted toward an emphasis on
recall elections. The first round of recall votes, held in July and
August 2011, targeted nine state senators, three Democrats and
six Republicans. The outcome was moderately productive, with
the Democrats holding on to all three of their challenged seats
and the Republicans losing two of theirs, but it was not enough
to overturn the Republican majority. At the end of March 2012,
after a series of successful petition drives, recall elections for
Governor Walker, the lieutenant governor, and four more Re-
publican state senators (one of whom subsequently resigned)
were announced. These will take place on 5 June.

There were smaller protests against similar attacks in Ohio,
where the movement succeeded in placing a referendum on
the ballot, which allowed people to undo Republican Governor
Kasich’s bill, sB 5. The bill, which was overturned in the refer-
endum on 8 November 2011, would have stripped public sector
workers of both the right to strike and collective bargaining.
Since then, in February, Indiana passed a right-to-work law,
which curtailed the rights of all unionized workers in the state.

Lessons and Debates from the Resistance Experience

The mass struggles in Wisconsin and, to a lesser degree, else-
where were a major step forward. The excitement and exuber-
ance felt across the labour movement, the larger progressive
community, and the Left were palpable and justified. However,
they were also emblematic of a set of political and organizational
challenges, contradictions, and weaknesses facing the Left and
the labour movement.

The government attacks were unprecedented. They included
major, historically significant attempts to attack the foundations
of public sector unionism and further unravel key aspects of the
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gains of the liberal-social democratic era. With the defeat of
private sector unions, the public sector remains the last bastion
of unionism in the Us. Many of the state governments proposed
restrictions on voting accessibility and not-so-subtle attacks on
the poor and people of colour. Much of this was challenged in the
streets by a new movement that included coalitions built across
the organized working class. While in Wisconsin, at least, most
of the right-wing attack remains in place, the perpetrators (and
especially their business backers) now know that such actions
will carry a political cost. More importantly, a new generation
of young people, students, rank-and-file union members and
low-level union officials, and working people have had a taste
of collective resistance and political activism. This is key for the
future of social democracy (Dave Poklinkoski, personal com-
munication, 8 September 2011; see also Poklinkoski 2011).

Despite this surge of activism, the movement in Wisconsin
and those inspired by it in other states and cities have not suc-
ceeded in either stopping the attacks or in building the political
infrastructure necessary to change the larger political climate.
The debates around these deeper issues involve familiar and
long-simmering questions: How can a more effective set of mass
movements be built to topple the right-wing state government
agendas? How can movements be created to unite the disparate
elements across the working class? What should be the role of
the Democratic Party and electoral political activity, and what
should characterize the relationship of both to the Left? And
how can the capacity of the labour movement be rebuilt? All of
these would be answered differently depending on the perspec-
tive of different elements of the Left, be they socialists, social
democrats, or middle-of-the-road liberals.

The Wisconsin demonstrations and recall efforts did not ad-
dress the weaknesses that led to the petering out of the mass
resistance and the failure of the recall efforts. Social democratic
and left-liberal analysts praised the Democratic legislators whose
flight across the state border helped postpone the passing of
Walker’s agenda. They put great stock in the recall campaign.
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Their larger perspective on Wisconsin’s resistance is geared to-
ward strengthening the progressive forces within the Democratic
Party and the latter’s capacity to challenge the Republicans in
upcoming state, congressional, and presidential elections. While
it is true that they tend to support the building of the kind of
movements that were created in Wisconsin to oppose the anti-
union agenda, their overall political strategy is to have these
movements act as a kind of critical pressure point on Democrats
to force them to act in a more progressive manner or to galvan-
ize the party into a more activist opposition to neoliberalism
(Hayden 2011; Nichols 2011a).

Left-wing socialists pose deeper questions. They argue that
ending the mass resistance reflected deeper weaknesses that need
to be addressed over time. These include the divisions between
public and private sector workers; the lack of education among the
general public about the causes of austerity and its roots in the
capitalist system itself; the need to build links between the poor,
communities of colour, the unemployed, and recipients of social
programs with the labour movement; and the lack of any longer-
term plan to organize campaigns inside and across unions to work
toward bolder and more effective forms of civil disobedience,
such as general strikes. They point out that the recalls could have
served as mass education campaigns about the social forces and
structures underpinning austerity, possibly organized by some of
the new organizations such as We Are Wisconsin. Instead, the re-
calls relied on the lowest common denominator and were crafted
by those who usually run Democratic Party electoral campaigns.
Appealing to the threats to the American Dream and the middle
class, they denounced Walker for fomenting unnecessary div-
isions. In fact, they often avoided political education completely,
instead concentrating on “getting out the vote” (Poklinkoski, per-
sonal communication; Brenner and Slaughter 2011; La Botz 2011).

Social democratic and liberal activists tend to praise the la-
bour movement for engaging in the struggle. Left-wing social-
ists, however, tend instead to look at what transformations are
necessary for unions to become the effective instruments of real
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change. They call for the defence of public sector unionism as
well as social programs and argue that education and mobiliza-
tion inside unions and across communities need to precede a
larger, new offensive strategy that the unions are currently un-
able or unwilling to muster.

Obama and the Larger Political Environment

During the period from Obama’s election through the summer
of 2011, the dominant political voices were shaped by the Right.
Obama adopted what appeared to be a kind of Clintonian tri-
angulation strategy, which infuriated and engaged many liberals
and social democrats. The Nation’s William Greider and others
even mused about the possibility of starting a new political
movement within the ideological confines of social democracy
(Greider 2011; Nichols 2011b).

Obama appeared to accept the discourse of debt reduction and
agreed to trade off an extension of Bush'’s tax cuts for the wealthy
in exchange for extending Unemployment Insurance benefits. He
continued appealing to bipartisan problem solving in a context
where Republicans were intransigent and moving further to the
right. The Obama Administration offered almost no response to
demands from trade unionists, the liberal wing of the Democrats,
social activists, and socialists to address the slowing economy,
housing foreclosures, and mass unemployment.

In July, when the Republicans threatened to refuse to raise
the debt ceiling, the president waffled. At one point, he offered
to make cuts to key social programs such as Medicare and Social
Security. Ultimately, he agreed to almost $1 trillion worth of
spending cuts over the next decade in return for an increase in
the debt ceiling (“The Debt-Ceiling Deal” 2011). While President
Obama’s compromise agreement supposedly avoided cuts to key
social programs as well as tax increases (at the insistence of the
Republicans), the left in the Democratic congressional caucus, as
well as social democrats and those further to the left, opposed it
(Nichols 2011¢; Greider 2011).
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In a change of strategy, in early September, Obama came up
with a job-creation plan, followed by a deficit-reduction proposal.
The former called for modest spending increases for infrastruc-
ture, schools, and teacher hiring; an infrastructure bank; and
cuts to payroll taxes. The deficit-reduction proposal called for in-
creased tax rates on those with incomes over $250,000 after the
Bush cuts expire. The proposal was embedded in a left-populist
rhetoric, calculated to inspire elements within the Democratic
voting base and presenting somewhat of a challenge to the no-tax
rhetoric of the Republicans. Obama also proposed $580 billion in
cuts to health and welfare programs, with $248 billion coming
from Medicare and $72 billion from Medicaid (Nichols 2011d).

Using his new populist appeal, the president sought to draw
a thetorical distinction between himself and the Republicans.
In a speech at a Colorado high school made up of poor Latino
students, he said: “If asking a millionaire to pay the same tax rate
as a plumber or a teacher makes me a class warrior, a warrior
for the middle class, I will accept that; I'll wear that as a badge
of honor, because the only class warfare I've seen is the battle
that's been waged against the middle class in this country for
a decade now” (quoted in Landler 2011). Obama spent much of
September 2011 travelling by bus across the American heartland,
touting his newly found political persona.

Many of the various elements within the large progressive
community praised the president’s relative pugnacity toward the
Republican Right and called for a much larger and more auda-
cious spending package. Many were also critical of the proposed
cuts to Medicare and Medicaid.

The Response of the Social Democratic Left

During this entire period — stretching from the November 2010
Senate elections toward what might become a more populist
phase of the Obama Administration — the strategy of much of the
social democratic left evolved. It moved from a nervous impatience
with the direction of the Obama presidency, to a more outspoken
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critique, to the sponsorship of a number of projects geared toward
mobilizing the various strata among those who were victims of
the deepening economic slowdown and financial crisis, and pres-
suring the administration and the Democratic Party.

These projects have various degrees of autonomy from the
Democratic Party. Almost all retained a familiar ideological and
discursive framework associated with liberal-social democratic
notions, including nostalgia for the postwar era of growth and
relative equity, appeals to individual upward social mobility
opportunities through references to the American Dream, and
defence of a middle-class ideal. The demands of these various
projects also involved efforts to introduce tax equity of sorts, pro-
tection for those facing foreclosures, counter-cyclical spending,
infrastructure programs, limits on trade liberalization, defence
of public sector unionism and social programs, regulation of the
financial sector, and a reluctance to challenge the reliance on
private accumulation as the principal engine of economic growth
(http://contract.rebuildthedream.com/; Borosage and Vanden
Heuvel 2011; Greider 2011; Hayden 2011; Kazin 2011).

Some of the union projects include political organizing by
the Service Employees International Union (SEIU), through its
Fight for a Fair Economy; the Communications Workers of Amer-
ica (CwA), through its proposed We Are One campaign; the
AFL-CIO, whose president, Richard Trumka, has called for “a full-
time, around-the-calendar political program” (Nichols 2011a);
and the National Nurses Union, with their Blame Wall Street
campaign. New coalitions have also emerged in Wisconsin, Ohio,
and other states. All of these organizations are geared toward
resisting attacks on union rights and pressuring political candi-
dates to oppose the right-wing agenda. On paper, at least, they
call for engagement with their members as well as with people
in their communities, but how successful they will be —and how
independent of the dominance of Democratic Party interests they
will remain — is yet to be seen. Like these groups, the left of the
Democratic congressional caucus has also remained critical of
the Obama strategic direction.
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Other projects, such as the Contract for the American Dream
(http://contract.rebuildthedream.com/) and the petition to run
primary challenges to Obama as a way of pressuring him to move
toward the left (Nichols 2011e), merge with similar appeals on
the social democratic left. They hope to operationalize the long-
standing strategic argument raised by most people on the Left,
including many socialists: namely, that mobilizing social move-
ment pressure from below against Obama is the way of forcing
the kinds of progressive reforms necessary to get out of the crisis
and move beyond the limits of neoliberalism. The experience of
the social movement pressure on the Roosevelt Administration
in the 1930s is almost always invoked as a model of sorts.

Almost all of the projects mentioned in this section remain
tied to a larger effort to transform the Democrats into a party
of progressive change, often emphasizing the New Deal roots of
that party’s alleged progressive nature. For example, John Nichols
(2001€), writing about the proposed slate of primary challengers
to Obama, talks of the plan to “give voice to the fundamental
principles and agenda that represent the soul of the Democratic
Party, which has increasingly been deeply tarnished by corpor-
ate influence.”

In the fall of 2011, the Occupy movement burst out across
North America, with its base in Zuccoti Park in the heart of
New York’s Wall Street financial district. It was a unique protest
movement that challenged inequality, the role of the financial
sector, and the oppressive job market, in the wake of the financial
crisis. While it didn’t coalesce into a coherent political move-
ment, at the very least it forced the overall political discourse
to accommodate concerns about inequality and the obvious im-
poverishment of so many working people. It also built all kinds
of links to the labour movement and other activist projects.

How the issues raised by the Occupy movement will affect
the larger political terrain is unclear. There is a general trend
across the left of the political spectrum for political actors to
claim the legacy of Occupy as their own. Whether it will con-
tribute to strengthening the labour movement, Democratic Party
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electoral interests, social democracy, left-wing populism, or a
renewed socialist movement is yet to be seen. Challenges to
austerity and the gross levels of income disparities can be articu-
lated with all kinds of political projects on the left (Early 2011;
Fletcher 2012; Yates 2012).

CONCLUSION

When people look at the Third Way identity of much of social
democracy today and say, “This isn’t social democracy,” they are
wrong. This is social democracy, just as North Korea and China
illustrate what communism has become. Mainstream social dem-
ocracy as a political movement — whether American, European,
or Asian — has become independent of a true working-class base
(considering all of the principal segments of that class today). It
no longer argues and organizes for major reforms within capitalist
society; it accepts, for the most part, the limitations of neoliberal
globalization; and finally, it has no relation to any transformative
project against capitalism (Katznelson 1978; Aronowitz 2006, 19).

But that doesn’t mean that social democratic voices have no
place in the larger political discourse of the United States or
elsewhere. The demands and reforms raised by left-leaning so-
cial democratic activists and thinkers are often central to the
real needs of working people. There will always be those who
argue that you must work toward a more humane and work-
able capitalism that points to the ideals of the postwar era: fair
markets, more egalitarian income distribution, social justice, a
more managed system of markets, and constant progress (Walzer
2010, 37-43).

The problem is that this perspective is incompatible with the
workings of neoliberal capitalism, and this incompatibility is
reinforced in the United States by social democrats’ organic ties
to capital through the Democratic Party. Those who put forward
reform agendas that fail to take into account certain realities
are doomed to accommodate the real structural exigencies of
competitiveness regardless of their intentions. Those realities
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include the need for initiating more radical structural reforms
that limit the power of capital, reconstituting a class project out
of the segmented elements of the working class, and encouraging
forms of struggle in the workplace and the community terrain
that reflect a class struggle perspective.

This is so for political and structural reasons. Without moving
beyond the limits of Keynesian tinkering, capital will be able to
dismiss even the most moderate of demands as beyond the pale.
Furthermore, the boldest and widest programs for reinvigorating
the infrastructure of American cities, increasing state spend-
ing, addressing dramatic inequality in income and waelth, and
fully controlling financial markets will never see the light of day
politically as long as those who argue for them remain trapped
within the Democratic Party orbit. Perhaps proponents of such
programs can use Democratic primaries or other spaces to put
them forward, but the partnership with capital that is integral to
the Democratic Party will never allow them to become policy —
at least in a form that can lead to any real transformation. This is
even more likely in an era when the Republican Party has staked
out such a radically conservative terrain, pulling the Democrats
further to the right.

Much is being said today about the necessity of building so-
cial movements to pressure the Obama Administration to engage
in a genuinely Keynesian reform agenda. Perhaps what is crit-
ically needed is something that did exist (notwithstanding all
of its limitations) in the New Deal era — a series of parties and
movements that identified capitalism as the fundamental prob-
lem and argued for an alternative social system. Maybe it is time
for democratic socialists within the broader social democratic
formations to open up a dialogue with socialists involved in the
various social movements (such as labour, community struggles,
anti-poverty coalitions, immigrant rights, Occupy, and the Us
Social Forum) and in other more openly socialist formations
(such as Solidarity, 150, FRsO, and Committees of Correspond-
ence) to generate a socialist underpinning for a new political
project that challenges the system.
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THE BRITISH
LABOUR PARTY

In Search of Identity Between
Labour and Parliament

BYRON SHELDRICK

The British Labour Party has always held a unique place in the
history of social democracy. As the birthplace of the Industrial
Revolution, Britain can claim to have witnessed the emergence
of the working class. The fact that Marx and Engels did much of
their writing in England and based many of their observations
on the conditions of the working class in its great industrial
cities makes the history and trajectory of working-class politics
and, by extension, the Labour Party, particularly significant.
The Labour Party itself, however, has a history that, for many,
is at best mixed. It has had high hopes yet has frequently failed
to deliver (Coates 1996). The party has struggled to establish
its identity: Is it a working-class party, a socialist party, or a
party for all people? It has struggled to balance the conflicting
demands of maintaining both electoral viability and a deep con-
nection to its broader core constituencies.

I would like to thank the editors of this volume for their patience and advice
as I wrote this chapter. I'd also like to thank Melanie Joyner, of the University
of Plymouth, for her insights into the current state of British politics, and
Alexandra Liebich for her tremendous research assistance. The paper owes
much to the work of Colin Leys and Leo Panitch, who remain two of the
most perceptive commentators on social democracy in general, and the British
Labour Party in particular.
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The inability to resolve these issues of identity has left the
party particularly ill-suited to resolve the fundamental and
deep contradictions of capitalism in Britain. As a result, despite
relative electoral success in recent years, the party continues to
be unable to provide a convincing response to economic crisis.
Instead, it has retreated to a narrow electoralism based on an
understanding of class not as a fundamental organizing principle
of society but as a demographic construct for orienting electoral
appeals. In part, this tendency reflects the historical origins of
the Labour Party and the limits inherent to its structure. Rooted
in the twin elements of labourism, on the one hand, and par-
liamentarianism, on the other, the party has never been able to
develop a critical understanding of capitalism or of the limits and
contradictions of the British economy. As a result, it has largely
understood attempts to embed itself in the working class and to
engage in an exercise of collective identity formation as funda-
mentally irreconcilable with electoral victory.

The limits of labourism and parliamentarianism that inform
the Labour Party project have been exacerbated by the British
electoral system. The first-past-the-post, winner-take-all nature
of British parliamentary elections has given the party a consider-
able degree of electoral success. In the face of crises of capitalism,
the party has been able to operate within fairly narrow policy
parameters (those of the postwar consensus throughout much of
the twentieth century and neoliberalism since 1997) that permit-
ted both success at the polls and the rhetorical assertion of values
of left progressive politics. All the while, the party could ignore
the need to address the underpinning class character of British
society and the need to redraw class relations. The limits of this
electoral strategy have become abundantly clear in the wake of
the global financial crisis of 2007 and Labour’s most recent defeat
at the polls. The leadership race that culminated in the victory
of Ed Miliband (ostensibly the more left-wing candidate) over
his brother David (associated with the New Labour project of
Tony Blair) demonstrates the fundamental weakness of the party
and the extent to which any pretence of being a left-wing party
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dedicated to even the limited agenda of confronting capitalism
through regulation has been largely abandoned.

This chapter is divided into three parts. I begin with an
examination of the origins of the Labour Party, detailing how
its organizing framework is dominated by the twin principles
of labourism and parliamentarianism. In the second section, I
explore how these beginnings have affected the party’s overall
approach to broad policy questions and, in particular, how they
have structured the party’s approach to regulating capitalism
and dealing with economic crisis. The limits of that approach
have led to unwillingness to open the party to more radical in-
clinations within either the labour movement or broader social
movements. The third section looks at the party’s unprepared-
ness for the demise of the postwar consensus and how being
caught unaware prepared the ground for two decades of Con-
servative rule. As Colin Leys (1983) argues, the Conservatives
under Thatcher were prepared to grapple with the fundamental
issue that Labour steadfastly avoided: restructuring class rela-
tions in Britain and the class basis of public policy. Subsequently,
New Labour under Tony Blair and Gordon Brown accepted the
parameters of British politics established under Thatcherism.
Under the guise of modernization, they pursued a relentlessly
electoral strategy that accepted neoliberalism and market-based
politics as a new consensus. I conclude this section with a discus-
sion of Labour’s defeat at the hands of the Conservatives in 2010
and the potential for a Labour resurgence after the conclusion
of the recent leadership contest.

THE FOUNDATIONS OF THE BRITISH LABOUR
PARTY: LABOURISM AND PARLIAMENTARITANISM

Much has been written on the history of the Labour Party, and
it is not my intention to retrace its history in detail. (For that,
see Thorpe 2008; Leys 1983; and Panitch and Leys 1997). Never-
theless, it is important to understand the historical context
in which the party emerged. Near the end of the nineteenth
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century, left-wing political parties had limited success in Britain
(Leys 1983, 172). The Social Democratic Federation (SDF) and
the Independent Labour Party (1LP), founded in 1883 and 1893,
respectively, fielded a number of candidates in general elections,
all unsuccessfully. This contrasts starkly with the situation in
continental Europe, where socialist parties had made significant
inroads into both electoral politics and working-class conscious-
ness. In France by 1910, left-wing political parties controlled 42
percent of the seats in the Chapter of Deputies, while in Ger-
many by 1912, the Social Democratic Party was the largest party
in the Reichstag (172).

The failure of working-class parties to develop a rich class
consciousness in England in the wake of the Industrial Revolu-
tion may seem somewhat counterintuitive, particularly given
England’s history as the birthplace of the revolution. However,
by the end of the nineteenth century, industrialization in both
the United States and continental Europe had taken off. More-
over, it had done so on a much more rational and technological
basis than in England. Working-class parties therefore organized
and mobilized within the working class in order to respond. In
Britain, however, while trade unions had developed considerable
strength and power within the British economy, they had not
felt the need to mobilize politically. With the franchise extended
to workers, both the Conservative and Liberal parties actively
courted working-class votes. The leadership of the trade unions
was overwhelmingly supportive of the Liberal Party and did
not see a great need to pursue the independent representation
of labour’s interests in Parliament. At most, Liberal and labour
parties co-operated to ensure that they did not compete against
each other in ridings where to do so might lead to a Conservative
victory. This produced a number of “Liberal-Labour” representa-
tives adopted as Liberal parliamentary candidates. In the 1895
election, twenty-four such candidates were selected and nine
were elected to Parliament (Leys 1983, chap. 3).

At the same time, British industry had generally not changed
its manufacturing processes throughout much of the nineteenth
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and early twentieth century. Consequently, British labour did
not have to confront the same degree of industrial restructuring
and technological innovation as its counterparts on the contin-
ent. It was not until the economic depression of the 189os, when
British industry attempted to restore profits through cuts in
wages and the courts began to strip away various trade union
immunities, that British labour sought, in a serious fashion, to
establish independent representation in Parliament (Leys 1983,
chap. 3).

In 1899 the Trades Union Congress agreed to establish the
Labour Representation Committee (LRC), which included rep-
resentatives of the 1Lp, the sDF, and the Fabian Society. The LrRC
immediately began to have an impact on the shape of British
politics. In 1906 it successfully returned thirty candidates to Par-
liament, which, combined with twenty-two Liberal-Labour mMPs,
formed, for the first time, a party specifically representing labour.
After the 1906 election, the LrRC and labour MPs became known
as the Labour Party and were directly supported by the trade
unions. It still took until 1918, however, for the party to establish
a membership base, organized through constituency parties at
the local level. But that membership base was to complement
and not replace the special relationship between the party and
its affiliated trade union organizations (Leys 1983, 172).

By 1918, then, the broad parameters of the framework that
would guide the development of the Labour Party were well in
place. First, the party was not intended to be a socialist party
and the advancement of a socialist project was not part of its
agenda (Leys 1983, 174). Rather, it was explicitly organized as an
independent group within Parliament that was to speak for the
interests of labour as represented by trade unions. The Lrc did
not include the achievement of socialism as one of its objectives;
indeed, the sDF eventually left the LRC over precisely this issue
(174). As Leys points out, this inclination was further supported
by the Fabian Society, an organization of middle-class reform-
minded intellectuals who gradually shifted support from the
Liberals to Labour (173).
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The party, then, understood itself as the voice of the trade
unions. This was the essence of its labourism. It would be wrong,
however, to suggest that the labourist focus of the Labour Party
project was completely antithetical to radical alternatives. Indeed,
as trade union membership grew and craft-based unions were
replaced by industrial unions of largely unskilled workers, an
appetite for more radical alternatives developed among workers.
Nevertheless, the leadership of the Lrc did not feel that work-
ers were ready for socialism; rather they hoped that, over time,
socialism might emerge out of a reformist program (Leys 1983,
173). This approach had lasting consequences for the party. Even
Clause 1v of the party’s constitution, which dedicated the party
to “secure for the workers by hand or by brain the full fruits
of their industry . . . upon the basis of the common ownership
of the means of the production,” was understood by the party
leadership not as a radical call to reshape the means of produc-
tion but rather as a “Fabian blueprint for a more regulated, more
advanced form of capitalism” (Miliband 1973, 62; Leys 1983, 173).

The tendency toward labourism had the effect of limiting
the scope of the party’s ambitions. This was reinforced by its
parliamentarianism. The notion that the party should be gov-
erned by its parliamentary wing and by the overarching goal of
securing representatives in Parliament was central to the project
from the outset. This tendency had several important conse-
quences. First, it incorporated the view that while the party was
to represent the interest of workers, this was to be done through
parliamentary action. Consequently, extra-parliamentary activity
— in particular, strike action — was frowned upon as undemo-
cratic and as undermining the legitimacy of parliamentary action
(Leys 1983, 174—75). This, in turn, meant that the party itself did
little to develop a base of support outside of Parliament. It was
simply assumed that trade union members would support the
party, which would advocate on their behalf through Parliament.

This arrangement led to a conception of the Labour Party
in which the parliamentary wing of the party was largely in-
dependent from the base. In 1918, however, when the formal
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constitution of the Labour Party was adopted, trade union mem-
bership was rising strongly, and the party had no choice but
to take advantage of this increasingly powerful and important
base of support. The Labour Party Conference was given for-
mal autonomy, but it was clear that parliamentary members
of the party would continue to operate with considerable in-
dependence. Effectively, the 1918 constitution “grafted a mass
individual-membership, organized ‘Constituency Labour Parties,
onto the structure of affiliated labour organizations created by
the LRC” (Leys 1983, 176). While changes have been made to the
party structure, particularly during the modernization phase
of New Labour, the essence of this structure has remained in
place and has been at the heart of Labour’s identity crisis as it
has struggled to respond to the needs of its constituents and the
pressure to succeed electorally. Born out of a twin commitment
to labourism and parliamentarianism, in many respects, the dye
was cast for the British Labour Party. Pressure from the base ur-
ging the party to move to the left and to articulate a progressive
socialist position has generally been unsuccessful in the face of
the widespread perspective — articulated by the membership of
the party, the trade unions, and the Labour leadership — that
to do so would mean electoral disaster (Panitch and Leys 1997).

LABOUR IN THE POSTWAR PERIOD:
OPERATING WITH CONSENSUS

Before moving on, two points must be made. The first is that the
British electoral system reinforced the conservative tendencies
implicit in both labourism and parliamentarianism. Britain’s
single-member plurality system operates on a winner-take-all
basis. In many countries, this has militated against the interests
of left-wing parties, as such a system tends to reward parties
that have concentrations of votes and penalize parties whose
support is widespread but not concentrated geographically.
The Labour Party sees the effects of this, with its clear areas of
strength in industrial areas of the country: the Midlands, the
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North, and Scotland. In southern England, by contrast, where a
great many seats are to be had, Labour has had relatively poor
showings. One effect of the first-past-the-post system, however,
is to highlight the importance of swing ridings. Indeed, the dif-
ference between forming the government or the opposition may,
especially in two-party systems, depend on a handful of swing
ridings. Parties therefore often tend to focus their appeal on vot-
ers in these ridings, but this approach is generally not conducive
to the formation of a mass-based movement. The parliamentary
party, intent on victory, focuses on the desires and preferences of
a narrow range of voters even though this may not accord with
the will of the party membership at large.

In Britain, Labour has historically resisted suggestions to
reform the electoral system and adopt some version of propor-
tional representation. While this would have the salutory effect
on British politics of permitting more ideologically based appeals
and would encourage parties to develop deeper roots with their
membership (indeed, to invest in developing and cultivating a
membership), Labour has generally been opposed. In a two-party
system, as Britain has tended to be for much of the period since
the end of the Second World War, Labour can count on doing
fairly well from the single-member plurality system. Propor-
tional representation might lead to left-wing competition and
erode Labour’s comfortable position as the electoral voice of the
Left. Arguably, such electoral competition would create a more
vibrant left-wing representation in Parliament and force Labour
to reconnect with its own base. The party would also have to
respond to other voices besides its right wing, which has always
claimed a monopoly on the road to electoral victory.

The second point is that the narrow electoral approach so-
lidified Labour’s inability to confront capitalism. Inherent in
both labourism and parliamentarianism is the expectation of
cross-class collaboration and the acceptance of capitalist so-
cial relations. For the Labour Party, this has meant operating
within a fairly narrow range of manoeuvre that would satisfy
both workers’ demands for better wages and working conditions
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and industry’s demand that its interests not be threatened.
Throughout the postwar period, this meant operating within
the constraints of the Keynesian postwar consensus. Essentially,
this consensus implied a faith in the regulatory power of the
state, a commitment to full employment (primarily through de-
mand management strategies), and a commitment to the welfare
state to provide income security for the unemployed, benefits to
the elderly and the ill, and as a vehicle for state spending and
investment.

While there were some more radical elements to the con-
sensus, including nationalization of industries under the first
postwar Labour government of Atlee, even here the radical po-
tential was muted. As Leys (1983, 58) observes, generally only
those industries that were failing and/or declining were nation-
alized. As a result, industrialists were not necessarily unhappy
to see them nationalized. Indeed, the management of the na-
tionalized companies was generally turned over to boards of
individuals drawn from the private sector. In the long term,
therefore, the nationalization project came to be identified
with inefficiency and economic mismanagement, and workers
themselves became prime targets for state pressure to decrease
wages in the face of inflation. The nationalization of industry
was therefore not a step toward socialism. Rather, the prevailing
nature of employment and the organization of industry remained
essentially the same, but it was now under state ownership. It
should come as no surprise, therefore, that some of the most sig-
nificant labour disruptions in Britain during the postwar period
occurred in nationalized industries such as coal.

The limits of this consensus became increasingly evident as
the postwar period unfolded. By the 1960s and 1970s, the persis-
tent weakness of British industry was evident to all. The economy
was plunged into repeated crises manifested by balance-of-
payments problems and sterling crises. Reliance on borrowing,
particularly from the International Monetary Fund (IMF), cre-
ated additional pressures on Labour governments. In the end,
even modest attempts at regulation were quickly abandoned in

SHELDRICK . The British Labour Party

157



favour of what was seen as a tried-and-true measure: securing
wage restraint from the trade unions in exchange for some de-
gree of concessions on policy. (On the relationship between the
Labour Party and British incomes policy, see Panitch 1976.) This
was the original labourism of the party made manifest. The con-
tradictions of the postwar consensus — in which state spending
on infrastructure and an expanded welfare state to fuel growth
was combined with wage restraint as a hedge against inflation —
have been well documented (see, for example, Ross and Jenson
1986; Panitch 1986a). In the end, it was unsustainable, and by
the 1970s, it was clear that the postwar consensus was no longer
manageable. It had consistently failed to provide solutions to the
deeper problems of the British economy. Despite this, however,
the Labour Party found itself unable to offer any alternative.
Indeed, the legacy of labourism and parliamentarianism that
had so dominated its approach to managing the consensus left
it both unwilling and unable to address the more fundamental
issue of the nature of class relations in the United Kingdom. The
Conservatives under Thatcher were poised to take their place as
the governing party of Britain. Thatcher, however, was definitely
prepared to wage an all-out assault on the conventions of both
the British economy and British class relations. In doing so, she
fundamentally redrew the space within which consensus politics
could be played out.

The Labour Party was unable to offer an acceptable alterna-
tive to Thatcherism. Colin Leys argued in 1983 that with the
collapse of the postwar consensus, the centre of British politics
had proven uninhabitable for both the Conservative and Labour
parties. It was the Conservatives, however, who were prepared
to move drastically to the right and adopt a radical neoliberal
ideological approach to governing. Labour, on the other hand,
was slow out of the gate and chose to continue to inhabit the
centre ground, hoping that the unpopularity of Thatcher’s at-
tack on the institutions of the postwar consensus would be her
undoing. Indeed, that might have been the case had Thatcher not
been able to ride to victory in 1983 on the back of the Falklands
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War and a host of other ideological appeals around race, ethni-
city, nationalism, and a discourse of family values and individual
responsibility that resonated for both the middle class and many
workers. In the end, Labour was consigned to eighteen years in
the political wilderness.

There are, of course, many reasons why Labour was so funda-
mentally ill-prepared to meet the challenge of Thatcherism. To
do so, the party would have had to articulate a socialist vision to
respond to Thatcher’s neoliberalism. As a number of commenta-
tors have argued, there were structural reasons why the party
was unable to do so (see, for example, Miliband 1973; Minken and
Sneyd 1977). Leys (1983, 190—91) summarizes these as follows:

a. The leadership of the party had increasingly become discon-
nected from and unrepresentative of the working-class roots
of the party, largely owing to its parliamentary focus.

b. Parliamentarianism had become so entrenched in the atti-
tudes of the party leadership and the party membership that
it had become accepted as an end in itself. Fundamentally the
party had grown to believe that it was a natural governing
party for the country and as such no longer needed to think
about representing its base in the same way. The overarching
goal was to win elections.

c. The party had come to accept capitalism as a given, and elec-
toral considerations foreclosed any thought of challenging it
for fear that this would lead to disaster at the polls.

d. Holding office over a period of time has a deradicalizing ef-
fect. It had led to an acceptance of the status quo and the
safeguarding of vested interests. This included those interests
to which one should be either hostile or whose intentions
should be viewed with skepticism.

e. The trade union leadership, which is probably the most sig-
nificant extra-parliamentary source of influence over the
labour leadership, tended to emphasize short-term interests
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of their membership. Challenging capitalism in any funda-
mental way risks destabilizing industry and endangering
those interests. Although the membership of unions may be
far more militant and radical than union leaders, even the
left-most wing of the trade union leaders tended to concur
with the leadership of the Labour Party in terms of its desire
to support capitalism rather than confront it.

As can be seen, these limits on the Labour Party as a socialist
vehicle highlight the significance of labourism and parliamen-
tarianism. The first four points clearly relate to the limits of
parliamentarianism and the subordination of party objectives
to the goal of winning office. According to Ralph Miliband, this
strategy confuses winning the government with winning the
state. In his classic work The State in Capitalist Society (1969) he
clearly demonstrates the erroneous nature of this strategy. In the
absence of a strategy and an analysis that go beyond the limits
of parliamentarianism, the party was unable to pose either solu-
tions or alternatives to the problems of the British economy. The
party was therefore at the mercy of both British industry and
international financial institutions such as the IMF.

The last constraint in the above list reflects the problems
of labourism. The Labour Party’s special relationship with the
broader trade union movement could have been a source of great
strength, but the unwillingness of the party leadership to engage
in extra-parliamentary activity meant that the party did not take
advantage of the increasing militancy of British workers, nor
did it seek to organize or mobilize them. Similarly, throughout
the 1960s and 1970s, it did not look to the growing radicalism of
progressive social movements as a source of inspiration. While
all of these groups, which broadly became identified as the New
Left, were to be found within the Labour Party, their voices were
generally marginalized and viewed with some disdain by the
party leadership.

The Labour Party’s limitations were made manifest during
the Thatcher years. Thatcher was prepared to abandon the centre
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ground of British politics. This meant radically redrawing the
contours of the state through privatization, the creation of spe-
cial operating agencies, the introduction of market principles
into education and health care, and a systematic assault on
trade unions and their freedoms. State spending was, in theory,
restricted, although in many respects it was simply shifted to
other priorities. Certainly, however, budget deficits and taxation
were cast as twin evils undermining productivity and economic
growth. Monetarism replaced demand-management strategies,
and economic policy was reduced to managing inflation and
creating the conditions for supply-side economics to operate
through low taxes and low budget deficits.

In this context, Labour might have moved to pose a left-wing
alternative. Indeed, prior to Thatcher’s 1979 victory, efforts had
been made to do precisely this. The Labour governments of Har-
old Wilson (1974-76) and James Callaghan (1976—79) came to
power confronted by one of the most severe economic crises
Britain had faced in some time. Staggeringly high rates of infla-
tion (26.9 percent in 1975), combined with high unemployment,
the ongoing effects of repeated sterling crises in 1975 and 1976, an
ongoing balance-of-trade deficit, and persistent underinvestment
in British industry had combined to make traditional Keynes-
ian solutions to the economic problem unsustainable. Wage
restraint on the part of workers, combined with the deflation
of the pound, simply could no longer stimulate growth on the
magnitude that was needed to offset the crisis.

The government’s reaction to the depth of the crisis was even-
tually to abandon any pretence of a Keynesian solution and adopt
a monetarist approach, in which cuts to public services and fiscal
discipline to restrain inflation were predominant concerns (Pan-
itch and Leys 1997, 128). In June 1976, the government sought a
£5 billion loan from the European central banks, the Bank of
International Settlements, and the Us Treasury and Federal Re-
serve. This was followed by a £4 billion conditional loan from the
1MF. The effect of these bailouts was to discipline the government
and force it to unconditionally accept monetarism as its guiding
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economic policy. Massive cuts to public expenditures were to fol-
low (£1 billion in cuts to expenditures and a £1 billion increase in
employees’ National Insurance contributions), as well as a drastic
reduction of the money supply through interests rates as high
as 15 percent. As Panitch and Leys (1997, 128) astutely observe,
in government, “Labour’s parliamentary elite were left with no
Keynesian clothes to cover their political ideological nakedness.”

Within this context, Tony Benn, as Industry minister, had
been advocating an Alternative Economic Strategy. (For a full
discussion of Bennism and its significance, see Panitch 1988.)
Despite his persistent advocacy for the strategy, however, he
was unable to gain any traction with the party’s leadership. The
essence of the strategy was for the government to fully explain
the reasons for the economic crisis, including the failure of Brit-
ish capitalism to invest in the country and the effects of the
worldwide economic downturn. In other words, the strategy
was to reverse the tendency to blame the problem on excessive
government spending and wage settlements that were too high.
In addition, the strategy would have seen import restrictions
and the imposition of controls on capital outflows, as well as
controls placed on banks and other financial institutions. Of
course, such a strategy would have required a rethinking of Brit-
ain’s participation in the European Common Market and would
have resulted in a direct confrontation with the finance capital-
ists of the City. Nevertheless, although it was the only proposal
for a different course within the government, it was essentially
stillborn. The government had no stomach for taking on these
battles, and indeed, once the iMF loans had been secured, it also
had no capacity to do so.

The failure of the Alternative Economic Strategy to gain ac-
ceptance must also be understood within the context of the New
Left’s campaign to reform the party and make it more democratic.
In 1973, the Campaign for Labour Party Democracy (CLPD) was
established by a group of rank-and-file activists. The motivating
factor was the record of Labour governments throughout the
1960s and their tendency to simply ignore conference resolutions
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and party policy as established by the annual conference. The
precipitating event, however, was Harold Wilson’s outright
rejection in 1973 of the Labour Conference’s call for the nation-
alization of twenty-five of the largest manufacturing companies
in Britain (Panitch 1988, 351). This highlighted one of the con-
straints on the Labour Party: even though the party membership
had throughout the 1970s become increasingly radical, the parlia-
mentary leadership did not feel itself bound by policies adopted
by the Labour Conference. The starkness of Wilson’s rejection
of the conference resolution on nationalization was seen as a
blatant assertion of the dominance of the parliamentary leader-
ship over the party.

The cLPD campaigned for democratizing the party, with the
explicit intention of making the parliamentary leadership ac-
countable and answerable to the party membership (Panitch
and Leys 1997, 135-38). Underpinning this was a commitment
to the New Left values espoused by Tony Benn and expressed
in documents like the Alternative Economic Strategy. Despite
this, however, the cLPD explicitly rejected campaigning on any
specific substantive policy, rather confining itself to constitu-
tional issues within the party. To this extent, it did have some
important successes, including the establishment of mandatory
reselection of sitting MPs. The theory, of course, was that this
requirement would put MPs under increased pressure to carry
out conference policies. The difficulty was that in the absence
of a political mobilization of constituency members, there was
no reason to think that local constituency parties would be any
more likely to choose left-wing over right-wing candidates. In-
deed, members of the party’s right wing seemed to have little
difficulty meeting the requirements of reselection. After all, they
had passed the test of electability.

The difficulty of the cLPD position was that it reflected a
certain constitutionalism that was perfectly consistent with the
party’s roots in a parliamentary orientation (Panitch and Leys
1997, 158; for a discussion of the constitutional debates during
this period, see Rustin 1981). Proponents of the position felt that
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if only the party would adopt the correct program, mass sup-
port would be forthcoming. They did not fully understand that
insufficient attention had been paid to building the groundwork
for such support, both inside and outside the party. Rather, the
cLPD underestimated the difficulty of “generating broad support
for socialist policies, as opposed to getting people to vote for a
Labour government” (158).

Despite this, the cLPD did push ahead with other reforms,
including the reform of the mechanism for choosing the party
leader. In 1981 the system of Labour MPs choosing the party
leader (an obvious example of parliamentarianism) was replaced
with a system of electoral colleges. Three electoral colleges were
established representing trade unions, Mps, and constituency
parties. Each would vote for the leader in a reasonably complex
electoral system. Later, the cLPD would press for reforms to give
Labour women and visible minorities greater representation.
This was particularly evident in the reforms that would require
significant representation for women on party shortlists.

Generally, the democratic reforms advocated by the cLPD
were fairly minimal in their overarching scope. Nevertheless,
achieving them demanded considerable time, resources, and
strategic manoeuvring within the party (Panitch and Leys 1997,
chap. 7). They also prompted considerable reaction and a counter-
assault by the party’s right wing (145-52). While cLPD did not
campaign specifically on substantive issues, the campaign to
democratize the party was generally identified as a left-wing
initiative. Consequently, at the same time that Benn and others
on the left were increasingly being criticized for being imprac-
tical and unrealistic, the intra-party constitutional debate took
on a definite left-right complexion. It is beyond the scope of this
chapter to trace the details of those struggles, but to the extent
that the election manifesto of 1979 was seen as having reflected
too much of a left-wing influence, the defeat at the hands of
Thatcher clinched victory for those who would assert the need
for electoral viability and “practicality” above all else.

Indeed, after the 1979 general election, a full-scale assault
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on the left of the party began. Initially led by Michael Foot and
Dennis Healey and supported by the Trade Unions for Labour
Victory, the challenge of establishing party unity at the cost of
party democracy fell to Neil Kinnock after Thatcher’s second
victory in 1983. New Left members of party committees, and
particularly the National Executive, were removed and the right
wing of both the party and the trade unions came to dominate
the party’s operation. Radicals such as the Militant Tendency
were expelled from the party as the executive moved to establish
a register of non-affiliated organizations as a vehicle for weeding
out groups with explicitly Marxist or socialist credentials (Leys
1996, 9—14). At the same time, Kinnock, relying increasingly on
electoral strategists and professional marketing and advertising
specialists, moved to professionalize the party and to centralize
and control communications through the establishment of a
Campaigns and Communications Directorate headed by Peter
Mandelson. (For a discussion of this professionalization, see Leys
1996; Webb 1992.) The policy capacity of the party conference
was increasingly subverted as the parliamentary party developed
its own capacity to appeal directly to the public and to plan and
implement policy directions.

These tendencies were informed by the firm belief that elec-
toral victory could only be reclaimed by adopting practical and
reasonable centrist policies and that this could only be achieved
by containing the left wing of the party and purging its most
radical elements. To be sure, huge external pressures on the
party were pushing it in precisely this direction. The press in
Britain routinely savaged the ideas of the New Left, congratulat-
ing Kinnock and his party for their attacks on both the left and
trade union activism and mocking Tony Benn (Panitch 1988,
349; Panitch and Leys 1997, 131). The experience of Tony Benn,
more than anything else, had shown that any attempt to move
the party to the left would be met with ridicule and an assault
by the right-wing press.

Additionally, the Labour Party was feeling threatened by the
defection from its ranks of a number of MPs to form the Social
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Democratic Party (SDP), created in 1981 by Roy Jenkins, David
Owens, Bill Rodgers, and Shirley Williams. They had all been
leading moderates within the Labour Party and part of the Mani-
festo Group, which had opposed what they perceived to be a
leftward shift in Labour policy, including the prominence of Tony
Benn and the New Left and the involvement of trade unions in
choosing the party leader. (On the ideological basis of the spDp,
see Leys 1983, 98—99; Bochel and Denver 1984.) They had also
opposed the creation of the electoral college, which effectively
took control of the leadership away from the parliamentary party.
Eventually, twenty-eight Labour Mps defected to the sDp. In the
1983 general election, the sDP formed an alliance with the Liberal
Party and won more than 25 percent of the popular vote, only
slightly behind Labour, which won 28 percent. The Conserva-
tives, soaring on the back of the Falklands War, secured a second
majority with 44 percent of the vote. For Labour, the defection
of prominent MPs from the right wing of the party represented
both a shock and a threat. Party disunity and internal ideological
divisions had led to what was seen as a challenge to the very
future of the party. Only the vagaries of the first-past-the-post
electoral system had prevented an even greater electoral disaster:
this certainly meant that any consideration of electoral reform
was off the table. For Kinnock, in particular, continued discussion
of New Left ideas would simply enhance the stock of the spp at
Labour’s expense. As Panitch (1988, 357) observed, Kinnock’s
attack on the left of the party represented an assertion that the
task of “winning the next electioin had to stand as an ‘unavoid-
able and total precondition’ over any other condition.”

FINDING A NEW CONSENSUS: MODERNIZATION
AND THE POLITICS OF NEW LABOUR

By the 1980s, then, the consensus under which the Labour
Party and Labour governments had operated throughout the
postwar period was in tatters. Keynesianism no longer worked.
Labour governments under Wilson and Callaghan had virtually
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abandoned any pretence of maintaining the traditional Labour
goal of full employment. The New Left within the party did seek
to push a more radical left agenda in the face of the crisis, but in
the absence of the party having established deeper connections
to the broader movements of civil society, this attempt to reshape
the party from within could not overcome its parliamentary
impulses. This is not to say that there was not a mass of radical
political movements on which the party might have relied for
such a purpose. Thatcherism gave rise to tremendous political
unrest and considerable mobilizing and organizing by her oppon-
ents. The Greater London Council under Ken Livingston and the
Militant Tendency’s success in local elections in Liverpool illus-
trate that the party was perhaps a bit quick to dismiss and reject
more radical approaches. Ultimately, discontent with Thatcher
would culminate in the Anti-Poll Tax Federation, whose mobil-
ization efforts saw 200,000 people gather at Trafalgar Square
on 31 March 1990 to demonstrate against the tax. Nevertheless,
without a national voice to structure this dissent into a coherent
radical program, such indications of discontent were mere an-
noyances to Thatcher, who was quite prepared to use the power
of the state in an authoritarian fashion to deal with them, as was
witnessed in the police response to poll-tax demonstrators and
the elimination of the Greater London Council.

The party, then, was in search of a new consensus within
which the twin objectives of labourism and parliamentarian-
ism could be practiced. A more radical left-wing alternative had
been rejected. It fell upon Tony Blair and New Labour, under
the watchword of modernization, to establish a right-wing con-
sensus that was, if anything, more narrowly electoral than ever
before. Blair came to the leadership of the party in 1994 after the
untimely death of John Smith and quickly moved to consolidate
the control and dominance of the parliamentary leadership over
the broader party.

With Blair at the helm, the party was rebranded as New La-
bour. Policy development was quickly consolidated in the hands
of the leader’s office, and the role of the National Executive and
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Conference were diminished. Blair also moved to decrease the
significance of the unions’ block votes, tightened control over
communication, eliminated Clause 1v of the party constitution
(which Harold Wilson had once called the bible of the party),
and generally cracked down on dissent and any semblance of a
left-wing agenda. (On the centralization of control by Blair, see
Panitch and Leys 1997, 236—39). By now, the press had come to
accept that the leader of the party was the source of authorita-
tive policy and that the decisions of the conference no longer had
the significance that they once did. In terms of policy, the party
moved clearly to the right. Monetarism was accepted wholeheart-
edly and all policy decisions were subordinated to the overarch-
ing goal of winning the next election. Intellectually, the “new
consensus” articulated by New Labour was encapsulated within
the concept of the “Third Way” (Giddens 1998). For the leader-
ship of the party, this meant rejecting the dichotomies of left
and right and embracing a middle road of supporting capitalism
while expanding opportunities for social justice.

In effect, this meant accepting many of the reforms of the
Thatcher period. The extent of this became evident when Blair
won the 1997 general election and formed the first Labour gov-
ernment in eighteen years. He was able to continue consolidating
power in the hands of the Prime Minister’s Office, centralizing
control of communications and ensuring that all ministerial
statements were “on message.” Economic policy was clearly
monetarist, with Gordon Brown as chancellor committing the
government to a fight against inflation over and above anything
else (Wood 2010). The government quickly decided that it would
adhere to the spending targets of the Conservatives, would not
run budget deficits, would not increase taxes (the image of the
party as willing to impose new taxation was considered a pri-
mary electoral obstacle to be overcome), and would continue to
cut state spending. This agenda included a continuation of the
process of marketization and privatization, which was particu-
larly apparent in the areas of health care, communications, and
utilities (Leys 2001; Wood 2010). The Bank of England was given
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exclusive control over interest rates, thereby limiting the ability
of the state to engage in economic planning.

In terms of more specific policies, Blair’s New Labour gov-
ernment essentially maintained the restructured and highly
restrictive labour relations regime that had been introduced
under Thatcher. Indeed, during the 1997 election campaign, Blair
boasted that Labour’s proposed changes to the labour relations
system would “leave British law the most restrictive on trade
unions in the Western world” (quoted in Panitch and Leys 1997,
254; on the relationship between Labour and trade unions more
generally, see Howell 2000, 2001). While certainly some con-
cessions to the trade unions were made after the 1997 election
victory, the election promises were significantly watered down
once the party came into office. Most importantly, support for
the right to strike for public sector workers was withdrawn, the
commitment to require the reinstatement of workers dismissed
during a strike was reduced to the right to have their case heard
by a tribunal, and the commitment to a minimum wage was di-
luted — the specific amount of any minimum wage would be set
only after referral to a commission that would include business
representation.

The refusal to be categorical on the question of a minimum
wage foreshadowed developments on the broader social welfare
state. Here, income security benefits were recast through the
development of workfare requirements as a tool for developing
global competitiveness (Sheldrick 2000; Marqusee 1997). Un-
employment was recast from a structural economic problem into
a problem of the individual’s “will to work.” Welfare, the govern-
ment announced, needed to involve active labour market policies
to restore that willingness. Structural problems in the British
economy, including the scarcity of well-paying full-time jobs and
the shift to increasingly insecure part-time employment, were
ignored. Similarly, the question of how welfare recipients would
qualify for high-tech jobs in the knowledge economy without
significant investment in retraining and education was left un-
answered. The failure to deliver on a minimum wage because of
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opposition from business groups became all the more ironic as
the government began subsidizing low-wage businesses through
its new workfare programs (Sheldrick 2000). The major benefici-
aries of these programs were low-wage employers, particularly
in the hotel and restaurant sectors, who took advantage of the
schemes to rotate employees in and out while using government
programs to subsidize their wage bill.

Despite these disappointments, there was a sense that the
Labour Party was refashioning Britain. Spending on infrastruc-
ture, particularly schools and hospitals, did increase, and public
sector spending was restored in some areas although it was often
focused, as in the case of income support, in ways that enhanced
an ongoing neoliberal agenda. Constitutional reform — particu-
larly Scottish and Welsh devolution, the ending of life peers, and
the incorporation of the European Convention on Human Rights
into domestic law — gave the appearance of reforming the crusty
institutions of British politics.

Overall, though, the Labour Party had been recast as a fairly
traditional brokerage political party (Bradford 2002; Sheldrick
2002). Its main focus was on securing electoral success, and its
policies and ideas were dictated by perceptions of voter appeal.
The Labour Party had long ago stopped trying to fashion pub-
lic opinion by forming a movement of supporters. New Labour
acknowledged and applauded this shift. The process of modern-
ization ensured that the party apparatus was brought into line
with what the parliamentary party had, for some time, seen as
the only way forward. In this alignment, however, those ele-
ments that defined it as a “labour” party became increasingly
diminished. As Naomi Klein, writing in the Toronto Star, said,
“Clearly, Labour is about ‘abor’ the way . . . Listermint mouth-
wash is about Jetting your voice be heard.’ Blair’s is not a labor
party, but a labor-brand party, a sort of labor-scented party, with
the appearance of egalitarian principles little more than a brand
asset” (quoted in Panitch and Leys 1997, 329n49).

Of course, one of the consequences of being a brokerage party
is that voter support cannot be taken for granted. That support is
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not based on deep connections with a party and therefore shifts
easily in response to specific issues of the day. Labour discovered
this as Blair became more deeply identified with George Bush’s
war in Iraq and with the scandal of weapons of mass destruction
that had never existed. By the time Blair left the leadership of
the party, the fortunes of Labour were in decline. Gordon Brown
inherited a project that was already in trouble, but domestic
scandals around MP expense accounts, combined with the com-
plete failure of the government to either foresee or deal with the
economic collapse of 2007, sealed the government’s fate.

Indeed, the economic crisis demonstrated the emptiness of the
consensus in which Labour had been operating and the limits of
monetarism and neoliberalism to deal with the global economy.
The government quickly retreated into spending as way out of
the immediate crisis, but neoliberalism had by this point become
so accepted as the mantle of truth for all parties that after the
defeat of Brown’s government, the major pressing question in the
election of 2010 was how quickly the growing deficit could be
eliminated and how deep the cuts would have to be to achieve
that objective. In 2010, the budget deficit reached over £170 bil-
lion, outstripping EU rules requiring budget deficits to remain
under 3 percent of GDP. The UK’s budget deficit had reached
nearly 12 percent of GDP, and Alistair Darling, Gordon Brown’s
chancellor, had planned in his final budget to reduce the defi-
cit to 4.7 percent of GDP by 2015. This rate of decrease was less
than the targets established by EU finance ministers in 2009.
The Conservatives argued that budget cuts should be deeper
and the pace of deficit reduction faster in order to safeguard the
economic recovery.

The 2010 election resulted in a hung Parliament, with the
Conservatives taking power in a coalition alliance with the
Liberal Democrats. The new coalition government immediately
announced deep cuts in government spending, with ministers
asked to draw up plans for up to 40 percent cuts in departmental
budgets. Following Labour’s defeat, Brown resigned his leader-
ship and the Labour Party was plunged into a search for a new
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leader. The leadership contest itself demonstrated the degree to
which the modernization project of Blair and Brown had suc-
ceeded in turning the party into a thoroughly parliamentary
and electorally driven party. The party contest was considered
by many to be a riveting family drama, with brothers Ed and
David Miliband competing against each other for the leadership.
(The irony of Ralph Miliband’s sons competing to lead the party
that had so abandoned socialism could not go unnoticed.) David
Miliband was widely expected to win the race, primarily upon
what was seen as his electability, but he was also seen as more
closely tied to the New Labour project of Tony Blair, having risen
through the ranks quickly during the Blair years. Ed Miliband,
on the other hand, had only entered politics after Blair’s depar-
ture and was seen as more closely allied with the Gordon Brown
camp, although not tainted by it.

Although the campaign between the brothers was fairly civil,
toward the end a greater degree of animosity between the Mil-
iband camps became evident. Ed, who was pejoratively referred
to as “Forrest Gump” by his brother’s team, managed to eke out
an extremely narrow victory at the party conference in Septem-
ber 2010, winning 50.65 percent of the total vote compared to his
brother’s 49.35 percent. Ed Miliband had generally campaigned
on the basis of a more left-leaning platform. He had called for an
end to New Labour and generally argued against what he saw
as a drift to a “brutish Us-style capitalism.” He had successfully
positioned himself to the left of his brother, distancing him-
self from the Blair-Brown years and calling for a return to core
Labour Party values.

The leadership result, however, has potentially left the party
deeply divided. As noted above, Ed Miliband won by the nar-
rowest of margins. More importantly, however, he failed to win
all of the electoral colleges. Among Mps and MEPs, David Mil-
iband won 53.4 percent of the vote, while Ed captured only 46.5
percent. Among individual party members, David Miliband’s
lead was slightly greater: he won 54.3 percent compared to Ed’s
45.6 percent. Unlike the close results in both of these electoral
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colleges, however, in the Union and Affiliates electoral college,
Ed Miliband’s call for a return to the Labour Party’s roots res-
onated more profoundly. Here, Ed won 597 percent of the vote
while his brother captured only 40.2 percent. This tipped the
balance in Ed Miliband’s favour. For a moment, it appeared that
labourism had trumped parliamentarianism.

There are in David Miliband’s leadership campaign a couple
of points worth noting. First, David had called for the party
to re-engage with the process of organizing communities. He
pledged to train a thousand Labour Party members as commun-
ity organizers through his “movement for change campaign.” The
campaign was modelled after Barak Obama’s approach to organ-
izing and in some ways is reminiscent of how Tony Blair also
looked to the American Democratic party for inspiration. Despite
this, David’s vision overall had a distinctly electoral focus. In one
campaign document, he argued that the party was defeated in
2010 because its vote had collapsed across social classes. He elab-
orated an understanding of class based on census demographics:

Labour lost over a million votes in each of the c1, c2 and pE
social class groups between 1997 and 2010 — and we need to
fight equally hard to win them back.

We also lost about half million votes at the top of society. The
1.6 million low income voters who deserted labour in social

classes p and & since the 1997 high water mark are a clear target.

But so must the 2.8 million skilled and middle class voters (so
called c1s and c2s) who have left us. . . .

Those on lower incomes, the c2 and pe’s, make up about 44% of
the voting population. You just can’t craft an election majority
out of a minority.

It is dangerous to pretend that we don’t need the middle classes
— just as it would be to suggest Labour does not need to win
back the hope and trust of working class voters. (Miliband
2010b)
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One can hardly imagine a less inspiring way to describe the
task of rebuilding the class basis of a party. In an article in The
New Statesman, David Miliband (2010a) wrote that the party had
ignored the interests of middle England and needed to win back
support in England by rediscovering the symbols and icons of
English nationalism.

This analytical approach to class as a demographic and elec-
toral category represents a continuing problem with the Labour
Party’s approach to the concept of class. The impact of parliamen-
tarianism has led to an understanding of class as a sociological
and demographic characteristic of people rather than as a social
relationship. The party, therefore, accepts individuals as they are
and sees polling and market research as the tools to determine
what different demographic classes want. The party’s job, in a
traditional brokerage model, is to put out a product that will have
appeal. People are accepted as a given in terms of their beliefs,
preferences, and attitudes, and if those opinions and attitudes
are to be shaped, it is only for the short-term goal of obtaining
their vote. It is for this reason that one would appeal to Eng-
land on the basis of nationalist icons and symbols. There is no
understanding of the need for a socialist party to reshape class
attitudes and opinions. The job of the party, in this conception,
is not to educate, radicalize, or mobilize.

The implications of this approach were evident in the wake
of Ed Miliband’s victory. The Tory press immediately seized on
his reliance on the trade union vote to secure his victory. Labour
Party supporters and media commentators quickly argued that
he needed to distance himself from his image as “Red Ed,” while
the Conservatives just as quickly tried to make sure that the
moniker stuck. Alan Johnson (2010), former home secretary and
supporter of David Miliband, published a letter to the new leader
in The Independent, in which he urged Ed Miliband not to take
the party back to its “comfort zone” on the left in order to enjoy
the “ideological purity of opposition.” Johnson also advised Mil-
iband not to “adopt a ‘core vote strategy’ for winning the election.
We do need to restore trust with our traditional supporters, but
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we also need to win back the middle-class voters who switched
to the Lib Dems.” He noted that because Labour was almost
“wiped out” in the southeast outside of London, the party needed
to focus on “appealing to people who voted Conservative in 2010
and 2005.” He urged Miliband not to move the party to the left:
“We know elections are won on the centre ground of politics. We
learned that the hard way in the Eighties. . . . Recognize also that
the Tories, not the Lib Dems, are the target. This is a Tory gov-
ernment with the Lib Dems strapped on as ballast.” In a similar
vein, Alistair Darling, the outgoing shadow chancellor, warned
the new leader not to backslide on the party’s commitment to
halve the budget deficit in four years and to have realistic and
credible plans to cut government borrowing if voters were to
take him seriously (Elliott 2010). The tone and message sounded
all too familiar.

It quickly became evident that Ed Miliband would not move
the party to the left. He was more than willing to take Alan
Johnson'’s advice, immediately pronouncing himself his own man
and asserting that he would not be a leader for the unions. In
his first full speech to the Labour Party Conference, he clearly
tried to claim the centre ground in classic New Labour fashion,
while at the same time declaring the end of New Labour (Freed-
land 2010). He distanced himself from the Iraq War, insisted on
the need to regulate the City, and criticized the culture of New
Labour, which he said had become a new form of “establish-
ment.” At the same time, however, the speech balanced right
and left at every turn. Trade unions were lauded as critical in
the fight against exploitation, but he also warned that he would
have “no truck” with irresponsible strikes. The high salaries of
bankers were criticized, but welfare claimants were told they had
a responsibility to work if they could. The bankers would rest
easier having learned that Miliband’s plans to rein in salaries
involved the establishment of a High Pay Commission, another
classic New Labour strategy for dealing with such issues. In a
BBC Radio interview, Miliband was asked directly if the socialist
aims of his father could be achieved through the parliamentary
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route. His answer was telling: “Yes, but it is not his form of so-
cialism. . .. It is my form of socialism which is a more fair, more
just, more equal society. And that is the path that I will want to
take our party on” (quoted in Winnett and Hough 2010). Again,
this is very similar to the rhetoric that dominated New Labour
discourse. No longer termed the Third Way, the party’s approach
had simply been redefined as socialist without the adoption of a
socialist analytical frame.

There were several tests for Ed Miliband in the days ahead,
and these serve to illustrate the degree to which the party has
stayed within its comfort zone of parliamentarianism. The first
was the ongoing issue of the economy and the current coali-
tion government’s intentions to cut government spending. It
appears that Miliband will not lead the party in a different dir-
ection than was established under Gordon Brown’s leadership.
Of all the leadership candidates, Ed Balls was the only one who
was prepared to argue that the party should not accept Alistair
Darling’s deficit-reduction plans but should instead continue
spending in order to offset the possibility of a slide back into
recession. While not particularly radical, it was a nod to old-
style Keynesianism in the face of economic crisis. Balls was
the strongest candidate for Shadow Chancellor, especially after
David Miliband decided to leave frontline politics following his
defeat. Instead, Ed Miliband opted to appoint Alan Johnson,
whose advice to the leader we have already seen. Johnson was
widely viewed as lacking the economic expertise necessary to be
Shadow Chancellor. Miliband’s choice reflected a desire to shore
up party unity, as Johnson had been a prominent supporter of his
brother. Appointing Johnson, however, was also a clear indica-
tion that there would be no move — or at most, a very limited
move — to the left.

Alan Johnson was not to enjoy a long tenure as Shadow
Chancellor. Dogged by the persistent view that his economic cre-
dentials were inadequate to allow him to be an effective voice on
the economy, combined with an unfortunate personal scandal,
he resigned in January 2011. Miliband then appointed Ed Balls
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to the position, and many expected a more aggressive approach
from the new Shadow Chancellor in opposing coalition economic
policy and cutbacks (Toynbee 2011a). Generally, those hopes
have not been realized. The Labour opposition continued to be
relatively meek, preoccupied with living down its own legacy in
power rather than with developing an alternative vision for the
country. At the 2011 Labour Party convention Balls set out a weak
five-point plan for economic recovery, the centrepiece of which
was a reduction in the rate of VAT and a national insurance tax
holiday for small businesses. Tellingly, Balls insisted that he
could not promise to reverse all of the Tory spending cuts and,
in a marked departure from his leadership campaign, insisted
that the party must remain tough on the issue of the deficit to
regain economic credibility (Wintour 2011).

If there was a highlight at the 2011 Labour Conference, it
was Ed Miliband’s speech. If there was to be any indication that
Miliband was prepared to lead the party in a more radical direc-
tion, it would come at the first conference since his election as
leader. In a speech characterized as the “most radical delivered
by a labour leader in a generation,” he certainly took a harder,
more critical rhetorical line, particularly on the economy (Milne
2011). He promised to rip up decades of irresponsible “fast buck”
capitalism and declared that he was a person willing to “break
consensus rather than succumb to it.” He promised to recast a
new capitalism built around British values that would reward
hard work and producers rather than “asset-stripping preda-
tors.” But the speech took a moral tone, calling for business to
operate in a fashion consistent with British values and ideals,
rather than offering any sort of critique of capitalism as such.
Predictably, Miliband’s speech, while well received by the party,
came under intense scrutiny and criticism from business leaders.
He was criticized for adopting an anti-business stance, and his
speech was called divisive and “kick in the teeth for business”
(Armitstead and Ebrahimi 2011).

In response, Miliband quickly tried to reassure the City that
he was not anti-business. In interviews the next day, he insisted
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that “Labour would not lurch to the left” and that it would be
“firmly in the middle ground.” He also insisted that it was not a
left-wing idea that those at the top of the society should behave
responsibly. His reference to predators was recast as a preference
for good business practices rather than bad ones, thus reasserting
the moral tone of the speech (BBC News 2011). This theme of in-
dividual responsibility has become the touchstone of Miliband’s
approach. He used the same rhetoric, a failure of individual re-
sponsibility, to explain and contextualize the London riots of
2011.

The central problem facing Labour, reflected in their inability
to develop an alternative discourse on the economy, is the party’s
continued failure to find a role for itself in what is taking place
outside of Parliament. As elsewhere in the world, the economic
problems facing Britain have produced a series of protest move-
ments and have exploded into the realm of public consciousness.
The Occupy Wall Street movement has spread throughout the
world, and Occupy London has certainly posed a challenge for
Labour. This could have been an opportunity for Labour to par-
ticipate and lead a movement of people seeking to establish an
alternative discourse around class, inequality, and the implica-
tions of capitalism for social justice and fairness. Certainly one
would hope that any social democratic party would have some-
thing to contribute to such a movement. Clearly, however, Ed
Miliband has no such plans for the British Labour Party. In late
October, during the height of the Occupy London demonstrations,
Miliband was joined by Shadow Chancellor Ed Balls and former
London mayor Ken Livingstone for a meeting with business lead-
ers and unemployed youth in Camden. Miliband told the young
people looking for work that they should “keep hope and deter-
mination” but insisted that he did not agree with the premise of
the Occupy London demonstrations, stating, “I am not in favour
of that — I'm in favour of democracy, showing that democracy
can work and that it can change things” (quoted in Osley 2011).

Ken Livingstone, seeking to reclaim the position the mayor
from the right-wing Boris Johnson, echoed these sentiments,
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clearly articulating the dilemma facing Labour and its inclination
to stay within a narrow parliamentary perspective. “I wouldn’t
occupy the streets,” he said. “It’s not something I would do. . ..
I've been frustrated by government policies all my life but it’s
more important to get changes in the government.” He added
that the way to achieve this goal was to get involved and join
the Labour Party: “You could occupy the London Stock Exchange
for the next four years but if you don’t get a Labour govern-
ment nothing is going to change.” Livingstone also warned the
unemployed young people: “What you must never do is start
watching daytime TV. You can’t have two years of no work or
no training. You must keep on at it until the tide turns” (quoted
in Osley 2011).

The message from Labour, then, is to join the party, accept the
system, operate within it, and wait for the economy to improve.
Ironically, Ken Livingstone’s advice to young unemployed had
much in common with the recommendations of Jonathan Isaby,
the political director of the right-wing Taxpayers’ Alliance, who,
in a debate with The Guardian’s Polly Toynbee on Sky News,
recommended that it would be more useful for young people to
get a job than to protest (Toynbee 2011b).

This attitude — that the important politics around the global
financial crisis takes place within the corridors of Westminster
and Whitehall — demonstrates that the Labour Party leader-
ship does not view its relationship to social movements, and to
civil society more broadly, in anything other than an electoral
context. The current protests and demonstrations, which cross
so many social dimensions, provide an opportunity for Labour
to lead, not as a party in the House of Commons but as a party
embedded in its constituency, one that seeks to achieve social
change rather than just a change in government. However, it
is increasingly clear that this is not an agenda that the Labour
Party is prepared to take on.

This failure is also reflected in the Labour party’s approach
to the question of electoral reform. The Liberal Democrats made
electoral reform a condition for joining the Conservatives in a
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coalition government. As a result, a referendum on whether Brit-
ain should adopt an Alternative Vote (Av) system was held on
5 May 2011. While Miliband personally supported the referen-
dum, the Labour Party itself took no official position. The party
was consequently divided on the issue. Many in the party saw
electoral reform as little more than a way for Nick Clegg and the
Liberal Democrats to stay in government and were determined
to oppose the referendum to punish the Liberal Democrats. In
the end, the referendum was defeated, with 67.9 percent of vot-
ers opting to retain the first-past-the-post system, and only 32.1
supporting reform.

The electoral reform question highlights the fact that since
the Second World War, voting turnout in virtually all advanced
industrial countries has been declining. This is certainly true in
the UK, where turnout has dropped considerably over the past
decade. Although the Labour Party formed the government for
thirteen years under Blair and Brown, voting records clearly
demonstrate the very narrow margins upon which those victor-
ies depended (Watkins 2004). The narrow electoral approach,
given this context, tends to increasingly focus on winning a
few swing ridings and appealing to ever-narrower ranges of the
voting public. It ignores those who don’t vote — that is, those
who are precisely the vulnerable individuals that a Labour Party
should seek to protect and represent. As many on the left who
supported the referendum observed, electoral reform raised the
possibility of forging a new alliance of progressive forces on the
left, and it would also require parties to work harder for their
votes. In effect, this would mean having to spend more time
cultivating relationships between parties and civil society and
nurturing a left political community. Electoral reform has the
potential to create new spaces for the articulation of left politics,
and this, in turn, might require the Labour Party to move away
somewhat from its narrow parliamentarianism to articulate (or
at the very least debate) an ideological stance (Kettle 2011; Law-
son 2011; Compass 2010).
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CONCLUSION

The victory of Ed Miliband seems unlikely to shift the party to
the left or to steer it in a fundamentally new direction. In short,
too much water has passed under the bridge of New Labour.
As Colin Leys argues in his an analysis of the party’s failure
to seriously oppose coalition plans for the restructuring of the
National Health Service, Labour suffers from a pathology to
conform. The party fears being dubbed “unrealistic, out of touch,
radical, ideological, leftist, or Old Labour” (Leys 2011). In many
ways, this is the legacy of the modernization of Labour. There is
now, he observes, a “prevaling unwillingness to challenge the
dominant discourse and the forces that underpin it. . .. So many
professional leaders and managers, and many ordinary rank and
file too, seem more afraid of being seen as out of step with the
establishment than as having failed to stand up for what they be-
lieve in or what their constituents want.” There is, he concludes,
a “profound lack of confidence and independence.”

Leo Panitch recently argued that if the Left in Britain is to
have a voice, it will need to split from the Labour Party and
establish a new, independent left-wing party (Panitch 2010). In
many respects, this logic is irrefutable. At the moment, with a
hung Parliament, the party system in Britain is under consider-
able strain. The old two-party system is in a state of crisis, leaving
room for a fourth party to establish a foothold and even poten-
tially influence electoral results. Without electoral reform, how-
ever, it is difficult to imagine how a new left-wing party would
even begin to register on the map of British politics. Of course,
its prime task would be to start the process of establishing a pro-
gressive alliance within civil society rather than winning seats
in the House of Commons. Yet — and this is the fundamental
contradiction of left-wing electoral politics — winning seats must
at some point be an objective of any political party. In the absence
of that possibility, the party remains on the margins of politics.
Electoral reform offers the opportunity to compete electorally
and gain representation for leftist ideas within the mainstream
institutions of the state, while at the same time allowing for (and
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even demanding) the mobilization of a broader constituency. It
may, perhaps, be the greatest failure of Labour that, while dedi-
cating itself almost exclusively to electoralism, it has chosen to
ignore these possibilities.
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SOCIAL DEMOCRATIC
PARTIES AND UNIONS IN
A GLOBALIZED WORLD

The Australian Experience

DENNIS WOODWARD

The relationship between social democratic parties and the union
movement has been under stress in many liberal democratic
states since the 1970s. The combination of globalization’s free
movement of “footloose” capital, the decline in the blue-collar
workforce, and the ascendancy of neoliberalism have seriously
challenged the programmatic raison d’étre of social democratic
parties. Their perceived need to abandon traditional policies
promoting equality, full employment, and a comprehensive wel-
fare state in favour of embracing the neoliberal program has
threatened to undermine their core base of supporters. Indeed,
most social democratic parties around the world initially suffered
electorally in this climate, but, despite the rising dominance of
neoliberalism, by the end of the twentieth century they were
again achieving electoral success (Gamble and Wright 1999).
This success was attained by their acceptance of key elements
of the neoliberal agenda, an agenda that has shown little sign
of diminishing even in the face of more recent global economic
uncertainty.

This neoliberal policy agenda not only confronted social
democratic parties with the prospect that social democracy was
a “bankrupt project” that was no longer viable (Gray 1997, 13) but
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also placed a major strain on their relationship with unions, with
whom they have traditionally been aligned or have represented.
As Piazza (2001, 418) notes, social democratic parties “opted
to weaken, or in cases jettison, their traditionally strong rela-
tionship with organised labour.” This led, according to Lavelle
(2008, 12), to social democratic parties treating unions “as just
another interest group.” Thus, social democratic parties shifted
to the right in the 1980s (Callaghan 2003, 129), abandoning their
traditional policy stance and embracing neoliberalism — either
explicitly or in the guise of a “Third Way.” Ultimately, they dis-
tanced themselves from their core union base to regain electoral
viability (Lavelle 2008, 167; Piazza 2001, 426).

The aim of this chapter is to trace this relationship between
social democratic parties and unions in Australia, which has one
of the oldest continuous social democratic parties in existence
and arguably one of the most successful of its kind in electoral
and political terms. To illustrate this relationship, I use as a
case study the heavily contested battle over reform of the indus-
trial relations system under the Rudd Labor government that
was elected in 2007. I argue that the Australian Labor Party
(ALP) both differs from and conforms to its counterparts in
other advanced democracies in terms of its relationship with
the unions. The ALP has maintained a delicate balance between
the competing pressures of union and business interests. While
retaining its union affiliation, the party has, like other social
democratic parties, tended to treat unions as “just another inter-
est group,” thereby demonstrating the limits of social democracy
in a globalized era.

THE ALP AND THE UNIONS:
A CENTURY OF CHANGE

The ALP was established in the 189os as the “political wing” of
the emerging trade union movement, taking the form of a typ-
ical “mass-class” party as depicted by Duverger (1964, 63—70).
Its organization was dominated by its affiliated trade unions,
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but almost from the outset, there were strains between its par-
liamentary and extra-parliamentary wings, with the former
seeking a degree of autonomy that was viewed with suspicion
by the latter (McSwiney 2005, 46). Accusations that the parlia-
mentary wing of the ALP had betrayed the labour movement, the
working class, and socialism have a long pedigree. The actions
of the Chifley ALP government at the national level in breaking
the coal miners’ strike in 1949 offer a particularly vivid example
of conflict between the party’s parliamentary wing and its nom-
inal trade union base. Nevertheless, trade unions continued to
dominate the party because they held the majority of delegates
to State Conferences, at which state officials were selected, state
policies formulated, and representatives chosen for Federal
Conferences and the Federal Executive, which, respectively, de-
termined official party policy and handled the party’s day-to-day
management at the national level. This trade union dominance
continued until the organizational wing was restructured in
the latter part of the 1960s. Even then, trade union dominance
at State Conferences was maintained; however, the inclusion
of federal and state parliamentary leaders in Federal Confer-
ences opened the way for those leaders to control the policy
agenda, which subsequently moved away from working-class
appeal toward a more middle-class appeal typical of “catch-all”
parties (Kirchheimer 1966). Relations between the Whitlam
ALP government (1972—75) and the trade union movement were
certainly strained by policies of cutting tariff protection and
seeking wage-control powers in the wake of the stagflation that
followed the first opEC oil hike.

Following three successive electoral defeats at the national
level, the ALP National (formerly Federal) Conference was again
expanded in 1981 — effectively being doubled to a hundred dele-
gates, with greater representation coming from branch members.
This reflected the move to limit union delegates to State Confer-
ences to 60 percent as the party sought to shed its image of being
“union dominated.” The National (formerly Federal) Executive
was similarly expanded in 1986, with additional delegates elected
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from the National Conference, further diluting state-based trade
union influence.

When the ALP regained government at the national level
in 1983, it — unlike other social democratic parties in this per-
iod — did not distance itself from its trade union affiliates but
entered into an “accord” with them that was initially aimed
at restoring centralized wage fixing, maintaining real wages,
and boosting the “social wage” in return for industrial peace
and wage restraint (Carney 1988; Singleton 1990; Stilwell 1986;
Wilson, Bradford, and Fitzpatrick 2000; Schwartz 1988). Over
time, this accord underwent a number of renegotiations and the
ALP presided over labour market “reforms” that moved in the
neoliberal direction, leading to accusations that it had betrayed
“Labor tradition” (Maddox 1989). This resulted in working-class
voters deserting the ALP and contributed to its defeat in 1996
(Manning 2010, 278). There is considerable debate over both the
efficacy of the accord and whether it was ultimately beneficial
or detrimental to workers and trade unions (Dabscheck 2000;
Kenyon and Lewis 2000; Kuhn 1991; Beilharz 1994; Manning
1992). Clouding this issue is the fact that Bob Hawke, the ALP
prime minister for much of the period (1983-91), had previously
been the head of the peak trade union body and was a bridge
between the parliamentary party and the unions. His successor
as prime minister, Paul Keating, was less committed to Hawke’s
consensual style and (notwithstanding maintenance of the ac-
cord) alienated many members of the working class by presiding
over a recession and pursuing a policy focus that they viewed to
be not in their interests. He also presided over the 1994 National
Conference, which saw a further expansion of the conference to
190 members (Lloyd 2000, 66).

During its eleven years in opposition (1996-2007), the ALP
further distanced itself from its trade union supporters, main-
taining its commitment to most neoliberal tenets and shaping
policies in accordance with its belief that globalization had
drastically limited its options (Lavelle 2005, 56). While the ALP
maintained its trade union ties, unlike some European social
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democratic parties (Manning 2000), the possibility of future
accords with the trade union movement was ruled out and fur-
ther changes to the party’s organizational structure lessened
the unions’ influence. In 2002 the National Rules Conference
introduced the “fifty/fifty rule” whereby delegates from affiliated
unions had their representation at State Conferences limited to
50 percent, with the remaining places going to branch mem-
bers. The 2004 National Conference approved policy changes
that extended the time between conferences from two to three
years and expanded conference membership to four hundred.
The National Conference had effectively ceased to be a policy-
making body: that privilege now lay firmly in the hands of the
parliamentary leadership. This distancing of the ALP parliament-
ary wing from its erstwhile trade union base was driven by the
belief that too close a relationship was electorally detrimental
and, given declining trade union membership, of limited ad-
vantage. It is somewhat ironic, therefore, that a major reason for
the ALP’s return to office in 2007 (under its new leader, Kevin
Rudd) was the result of a multi-level campaign conducted by the
trade unions aimed at the defeat of the conservative Liberal—
National Party coalition government and the overturning of its
radical industrial relations legislation, which went under the
rubric of WorkChoices (Muir 2008; Spies-Butcher and Wilson
2008; Bongiorno 2008; Bachelard 2007). The ALP’s reaction to the
introduction of WorkChoices while in opposition and its actions
to dismantle it when it attained government sheds light on its
relationship with the trade unions.

WORKCHOICES LEGISLATION

Historically, industrial relations in Australia have enjoyed a de-
gree of bipartisanship based upon acceptance of an arbitration
system capable of settling disputes and setting minimum wages.
Despite attacks by neoliberal ideologues and some modifications
carried out under the previous Labor government, this regulated
labour market was still largely intact when the conservative
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Liberal Party—National Party coalition government led by John
Howard came to power in 1996. The Howard government’s in-
itial efforts to fundamentally alter this system led to substantial
compromises, and a later attempt was abandoned because it
lacked a Senate majority. However, once the government fortuit-
ously found itself with Senate control (starting on 1 July 2005), it
quickly passed its WorkChoices legislation in November to come
into effect on 3 April 2006.

This legislation (Australia 2005) radically altered the balance
of power in favour of employers at the expense of workers and
trade unions. Traditional arbitration was effectively ended with
the sidelining of the Australian Industrial Relations Commis-
sion (AIRC) and the establishment of a new body, the Fair Pay
Commission, which was tasked to set minimum wages (Van
Gramberg 2006). Tougher penalties were introduced for strikes
deemed illegal, and the scope for legal strikes was severely re-
stricted. Even if strikes were legal, they required the passing of
a compulsory secret ballot by the union membership. Restric-
tions were also placed on union officials entering workplaces. In
addition, existing awards continued in force for only ninety days
after their expiration date during renegotiations, after which
they would revert to the five minimum standards (explained
below) if no agreement had been reached. Limitations were
placed on what could be included in awards negotiated through
enterprise bargaining and greater encouragement was given to
replacing these with agreements negotiated between employers
and individual employees. These Australian Workplace Agree-
ments (AWAs) needed to meet only five minimum standards with
respect to the minimum wage, which could be averaged over a
year; a maximum of thirty-eight ordinary hours per week; four
weeks paid annual leave, two weeks of which could be traded;
ten days paid personal/carer’s leave; and fifty-two weeks unpaid
parental leave. Moreover, AWAs were no longer subject to the “no
disadvantage” test that had previously been in force (Teicher,
Lambert, and O’Rourke 2006). That is, the way was open for
workers to accept lower wages and less favourable conditions.
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The balance of power was further shifted in favour of employ-
ers by the effective removal of existing “unfair dismissal” laws.
These no longer applied to workers in businesses that had up
to one hundred employees and could be circumvented in larger
firms if the dismissal was deemed necessary for (ill-defined)
“operational reasons” (Pittard 2006). With the protection of
unfair dismissal laws removed, vulnerable workers felt insecure
and could potentially be confronted with the choice of accepting
awAs with worse conditions or face dismissal.

WorkChoices led to employers dismissing workers and then
inviting them to reapply for their jobs at lower rates of pay and
less favourable conditions; workers forced to trade penalty rates
for miniscule increases in their hourly rate of pay; and Awas that
removed previously held award conditions such as annual leave
loadings, shiftwork loadings, penalty rates, and entitlements to
public holidays. In particular, vulnerable workers (casual and
part-time) in retailing and hospitality on AwWAs were significantly
worse off than workers on collective agreements (Peetz 2007; Aus-
tralian Bureau of Statistics 2007). Government figures revealed
that as many as 45 percent of AWAs had removed all eleven “per-
missible” award conditions — that is, they only included the five
minimum conditions protected by law — and that nearly a third
might have illegally undercut even one of these five (Davis 2007).

FORWARD WITH FAIRNESS:
THE ALP POLICY MANIFESTO

Although the trade union movement anticipated WorkChoices
and took the lead in campaigning against it (Muir 2008), the
ALP, then led by Kim Beazley, also staunchly opposed the indus-
trial relations changes. Beazley spoke at union-organized “rights
at work” rallies and pledged to “rip up” AwAs, to dismantle the
Fair Pay Commission, to return the power to fix minimum wages
to the AIRC, and to make “wholesale changes” to the unpopular
new unfair dismissal laws (Grattan 2005, 2006). When Beazley
was replaced by Rudd as ALP leader in early December 2006, it
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fell to Julia Gillard, Rudd’s new deputy leader and spokesperson
on industrial relations, to negotiate with the unions in drafting
the party’s industrial relations policy.

The resulting policy manifesto, Forward with Fairness: Labor’s
Plan for Fairer and More Productive Australian Workplaces (Rudd
and Gillard 2007a), was endorsed by the ALP National Con-
ference in late April 2007. It unequivocally stated that AwAs
and statutory individual contracts would not be a part of its
workplace laws although it did promise that there would be
“transitional arrangements.” It pledged that there would be a
legislated safety net for all Australian employees, which would
expand the five minimal conditions of WorkChoices to ten by
adding long-service leave entitlements, penalty rates for work
on public holidays, minimum notice and redundancy pay for
terminations, and the right for parents of school-age children
to ask for flexible working hours. Awards could also contain a
further ten minimum employment standards, increasing the
“permissible” conditions in awards from sixteen to twenty. These
additional matters were to cover minimum wages; type of work
performed; arrangements for when work would be performed;
overtime rates; penalty rates; provision for minimum annual-
ized wages; allowances; leave; superannuation; and consultation,
representation and dispute-settling procedures.

At the heart of the ALP’s policy was a commitment to col-
lective enterprise agreement making. Awards were to provide a
“floor” for collective bargaining and collective agreements were
to override award entitlements, provided that employees were
“better off overall.” There was a promise to simplify and re-
duce the number of awards and to develop a system of “modern
awards” to provide minimum terms and conditions appropriate
to particular industries, occupations, or enterprises. Awards
would be reviewed every four years. Moreover, bargaining
would have to be in “good faith.” However, while the ALP’s list
of “workplace rights” included not only collective bargaining but
also “freedom of association” and the “right to representation, in-
formation and consultation in the workplace,” the role of unions
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in the new system was more implicit than explicit. Employees
were to have the right to seek advice and representation from
their union, but the role of unions was definitely underplayed
and restrictions on their activities remained. Indeed, the lim-
iting of industrial action to periods of enterprise bargaining
was to continue, and not all the union constraints imposed by
WorkChoices were to be lifted. The ALP was not proposing to
implement all the demands sought by the unions.

While the ALP policy included a pledge to protect Austral-
ian employees from unfair dismissal, this did not mean the
restoration of the pre-WorkChoices status quo. For example,
high-income employees were to be excluded from access to unfair
dismissal procedures, and qualifying periods were to be imposed
on eligibility. For businesses with less than fifteen employees,
a worker would need to have been employed for twelve months
before qualifying for unfair dismissal protection while a six-
month probation period would be required for those working in
larger businesses. Compensation for unfairly dismissed workers
would also be capped.

The promise to create a “genuinely independent umpire” to
oversee the ALP’s industrial relations system was to be fulfilled
by the creation of a “one-stop shop”: Fair Work Australia (FWA).
This was to be established by merging the AIrc, the Fair Pay
Commission, the Office of Workplace Services, and the Office of
the Employment Advocate. The resulting body would determine
the minimum wage (annually), review awards, and give recom-
mendations about national employment standards. It would also
provide information and advice, undertake formal and informal
dispute resolution, and have an inspectorate to monitor com-
pliance. Within FwA, an “independent judicial division” and a
separate (low-cost, lawyer-free) division would hear and deter-
mine unfair dismissal claims.

This announcement of the ALP’s industrial relations policy
triggered sharp opposition from the business community, not
least because it felt that the policy had been devised through
negotiations with the trade union movement without consulting
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business interests. Mining industry leaders were the most vocal
proponents of keeping AWAs (and excluding unions), and Gil-
lard found herself under pressure to qualify what were seen
as her threats to business if they adopted a partisan approach
(Schubert, Bachelard, and Moncreif 2007; Bachelard et al., 2007;
Grattan 2007a). Some of the most influential business industry
bodies mounted an advertising campaign to support the continu-
ation of WorkChoices (Grattan 2007b, 2007¢; Muir 2008, 151-60).

In August 2007 Rudd and Gillard released Forward with Fair-
ness: Policy Implementation Plan (Rudd and Gillard 2007b). This
document was the result of consultation with business groups
(as well as unions and others), and Rudd’s greater involvement
was partly intended to soften strained relations between busi-
ness and Gillard, and to give assurances to business that would
minimize its opposition to the ALP. The Implementation Plan had
two goals: (1) to set out clear guidelines for the transition to the
ALP’s new industrial relations policy should the party win the
approaching election and (2) to enhance the party’s electoral
stocks by minimizing the scope for the coalition government to
mount a successful scare campaign by painting the ALP as dom-
inated by the trade unions and thus liable to allow a return to
“the bad old days” of strikes and “union thuggery.” The document
emphasized that the ALP’s industrial relations policy was one
that “gets the balance right in the workplace and achieves both
fairness and flexibility” (1). The subtext to balancing fairness
and flexibility was that the ALP would “get the balance right”
between union and business demands. Being perceived in this
way was an important goal for both Rudd and Gillard, who, in-
formed by the party’s focus group research (Jackman 2008, 136),
were keen to be seen as not under the sway of either unions or
business; they pointed to criticisms from both as evidence that
they had achieved the right balance.

To this end, the plan restated not only that the “unfair” Work-
Choices laws would be abolished (as promised in Forward with
Fairness) but also that business could be certain that existing
“right of entry laws” would be retained and that existing
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secondary boycott laws would be kept, as would “tough restric-
tions” on industrial action (such as mandatory secret ballots
before protected industrial actions could take place) and prohibi-
tions against “pattern bargaining” (2). In addition, the Australian
Building and Construction Commission, the building industry’s
watchdog organization, would continue in operation until the
end of January 2010; thereafter, its responsibilities would be
transferred to another body (24). The ALP’s “sensible transition
arrangements” included a two-year transition period before its
new industrial relations system would be fully implemented,
during which individual “transitional employment agreements”
could be made available for new employees as well as those al-
ready subject to AWAs. Existing Awas would be allowed to con-
tinue to operate for their full term (2). Moreover, while AwAs
would eventually be phased out, common law agreements for
employers and employees who wanted flexible individual ar-
rangements would be allowed under three conditions: they
didn’t undermine the “safety net,” employees earning more than
$100,000 could have flexible common law agreements without
the award system applying, and flexibility clauses would also be
included in enterprise agreements (1).

In sum, the plan went a long way toward satisfying busi-
ness concerns by keeping some of the restraints on unions and
by allowing aAwAs (without that name) so long as they did not
undercut award conditions. In “getting the balance right,” the
ALP had bowed to business pressure. Effectively, the ALP was not
promising to restore the pre-WorkChoices industrial relations
conditions. Little wonder that some union leaders were angry that
the ALP policy did not go far enough in removing WorkChoices
(Schubert 2007a) and that the main union body, the Australian
Council of Trade Unions (AcTU), did not directly campaign for an
ALP vote in the Senate but rather issued how-to-vote cards calling
for support for a party that “would abolish WorkChoices” (Bachel-
ard, Murphy, and Grattan 2007). For the most part, however,
union leaders muted any criticisms and maintained discipline
because they were desperate to see an ALP victory (Muir 2008).
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POST-ELECTION MANOEUVRES

The Rudd-led ALP achieved a decisive electoral victory on 24
November 2007. Opposition to the Howard government’s Work-
Choices was a major factor in that victory, as confirmed by exit
polls (Browne 2007), internal ALP polling (Jackman 2008, 236),
ACTU-commissioned polling (Bachelard 2007; Van Onselen and
Senior 2008, 75), and the Liberal Party’s federal director, Brian
Loughnane (Shanahan 2007). Given the role played by the union
movement in mobilizing opposition to WorkChoices and helping
the ALP to victory (Muir 2008; Spies-Butcher and Wilson 2008),
it is understandable that the immediate aftermath of the elec-
tion included union demands to stop companies from entering
into new AWAs and to backdate the rollback of WorkChoices.
Rudd rejected such demands and maintained that the detail and
timetable announced prior to the election would be honoured
(Schubert 2007b).

The new ALP government did, however, move quickly to start
the process of dismantling WorkChoices. The governor gen-
eral, in his address to the opening of Parliament, announced
that the government’s “first legislative act” would be to abolish
the capacity to make AwAs (Grattan 2008). On 13 Februray,
the government introduced the Workplace Relations Amend-
ment (Transition to Forward with Fairness) Bill 2008 (Australia
2008), urging the opposition, which still controlled the Senate, to
“respect the will of the voters” by passing the legislation before
Easter (Murphy and Schneiders 2008).

Essentially, the Transition Bill sought to prevent the making
of new AWAs, to create new Individual Transitional Employment
Agreements (ITEAs) during the period of transition to the new
industrial relations system, to establish a new “no disadvantage”
test for future workplace agreements, and to establish the frame-
work for the Australian Industrial Relations Commission (AIRC)
to begin the process of modernizing awards. This bill represented
the first steps toward honouring the ALP’s pre-election prom-
ises and involved extensive consultation with industry groups
(Gollan 2008). It is worth noting, however, that while the bill
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prevented new AWAs from being signed, existing ones could
continue indefinitely and 1TEAs (which could be signed until 351
December 2009) could also continue indefinitely unless either
the worker or employer terminated them after their nominal
expiry date (Schubert and Schneiders 2008). That is, the ALP
partially reneged on the promise made in Forward with Fairness
that individual contracts would have no place in the party’s new
industrial relations system. With the “no disadvantage” test,
though, such new contracts could not be used to undermine
working conditions (Cooper 2009, 287). Despite some divisions
within the opposition, the shadow cabinet deemed it politically
unwise to be seen to be still supporting the unpopular Work-
Choices (Schubert and Schneiders 2008) and supported the
legislation, which was duly passed before Easter and took effect
on 28 March 2008.

THE FAIR WORK ACT

The passing of the Transition Bill was merely a limited first step
for the Rudd government in seeking to establish a new indus-
trial relations system that would replace WorkChoices. While
the ALP government was determined to honour its pre-election
promises, it faced a number of challenges, one being the need
to write from scratch, rather than amend, the Workplace Rela-
tions Act 1988 in order to honour its promise to produce shorter
and simpler legislation (Sutherland 2009, 305). This would be a
lengthy process. Another problem was that the new Senate from
1 July 2008, while no longer controlled by the opposition, was
still one in which the ALP was in the minority. To pass its legisla-
tion, it would need either the support of the opposition or that
of the Greens, Independent Nick Xenophon, and Family First’s
Stephen Fielding. There was also always the danger that as the
time from the party’s election victory increased, its “mandate”
would be weakened and the threat of forcing a double dissolu-
tion election to get its legislation through the Senate would lose
its potency. Yet another challenge was the need to negotiate a
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course that largely satisfied union expectations and demands
while not alienating key industry groups. Finally, the onset of
the global financial crisis and the prospect of a major global re-
cession had drastically changed the economic climate in which
the legislation was to be enacted, which led to calls from busi-
ness to delay the industrial relations changes.

The Rudd government released a draft of its new minimum
employment standards the day after introducing the Transition
Bill in Parliament. These National Employment Standards (NES)
were not to take effect until 1 January 2010, but the early release
of the draft was to allow for public consultation before a final-
ized version could be concluded in June 2008 to be incorporated
into the Fair Work Bill (Sutherland 2009, 303). While this pro-
cess was important because the ATRC would need to take these
standards into account when drawing up its modern awards, it
was also typical of the Rudd government’s extensive consulta-
tion process in devising its new industrial relations system. The
government established three advisory groups to help in drafting
the legislation: the Business Advisory Group, the Small Busi-
ness Advisory Group, and the Workers’ Advisory Group. The
Committee on Industrial Legislation, which was a subgroup of
the government’s Workplace Relations Consultative Commit-
tee, held exhaustive meetings with these three groups, as well
as with state governments, in drafting and redrafting the bill
(Cooper 2009, 288).

The product of these consultations, the Fair Work Bill 2008,
was introduced into Parliament on 25 November 2008 — almost
exactly one year after the election of the Rudd government.
Many of its key features, however, had been foreshadowed in ear-
lier speeches by Gillard that were politically astute in softening
up opposition and preparing the groundwork for the bill. For
example, details of the changes to unfair dismissal laws and the
retention of some anti-strike laws were announced in September,
provoking some union anger, and the (limited) scope for com-
pulsory arbitration was outlined in mid-November (Schneiders
2008; Teicher 2008). The bill itself was greeted with general
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acceptance. Malcolm Turnbull, now leader of the opposition,
conceded that the government had a mandate to implement
its industrial relations policy and stated that the opposition
wouldn’t oppose the bill, save for possible amendments. Business
groups, while not totally happy with the greater employee and
union rights, had told the opposition that they could “work with
the flexibility” of the bill. Heather Ridout, head of the Australian
Industry Group (and a member of the Business Advisory Group),
for example, saw the bill as “by and large” a workable comprom-
ise. And overall, unions were satisfied with their greater rights
and the restoration of the centrality of collective bargaining
although spokespersons such as Victorian Trades Hall Council
secretary Brian Boyd argued that the bill did not go far enough
(Grattan and Schneiders 2008). It was expected that the bill
would be passed in the new year after a Senate inquiry, with its
main provisions taking effect on 1 January 2010 and its unfair
dismissal laws coming into operation on 1 July 2009.

By late February 2009, the changed economic conditions
brought about by the global financial crisis had brought stronger
opposition to aspects of the Fair Work Bill from employer groups
and the opposition Liberal Party. The Victorian Employers Cham-
ber of Commerce and Industry called for a year’s delay and then
a review of conditions before introducing the changes to unfair
dismissal laws, and the Minerals Council of Australia criticized
the increased powers given to trade unions (Schneiders and
Schubert 2009). At the same time, the Communications Electrical
and Plumbing Union sought to take its complaints regarding the
continued limits on trade union activities to the International
Labour Organization (Schneiders 2009a). Yet the government
remained resolute in resisting pressure to alter its laws, which
were duly passed by the Senate after a compromise deal with
Senator Fielding that allowed a phase-in period for changes to
the unfair dismissal provisions (Murphy 2009; Karvelas 2009).

The Fair Work Act (Australia 2009) gave legislative form to
the promises made in the ALP’s Forward with Fairness manifesto
and its Implementation Plan. It established Fair Work Australia
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(FwA) and the Office of the Fair Work Ombudsman as its “one-
stop shop” industrial relations body by merging the Workplace
Authority, AIRC, Australian Industrial Registry, Workplace Om-
budsman, and Fair Pay Commission as set out in Forward with
Fairness. The promised judicial division of Fwa, however, was
replaced by Fair Work divisions within the Federal Court and
the Federal Magistrates Court because of employer concerns with
the lack of separation between judicial and non-judicial roles in
the original proposal (Sutherland 2009, 305). The act expanded
the safety net of guaranteed minimum conditions from Work-
Choices’ five to the ten National Employment Standards and
increased the “permissible matters” in awards from sixteen to
twenty as outlined in Forward with Fairness. Similarly, the act de-
livered on the pledge to introduce four yearly reviews of awards
and yearly minimum wage rulings. It also fulfilled the ALP’s
promises to return collective agreements to centrality (with a
“better off overall” requirement) and to stipulate that bargaining
had to be “in good faith.” Other commitments made in Forward
with Fairness that were covered in the act were those to simplify
awards and introduce a system of “modern awards” on an indus-
try basis, to maintain some of the restrictions on union actions,
and to enlarge the coverage of the unfair dismissal laws.

The Fair Work Act also brought to fruition modifications to
the ALP’s industrial relations policy that had been announced in
its Implementation Plan. In particular, the plan’s promise to allow
“flexibility clauses” in enterprise agreements was incorporated
in the act (Australia 2009, 196). Its outline of a transition period
for individual agreements had already been honoured in the
Transition Act’s ITEAs while its contentious pledge to maintain
the building industry watchdog until January 2010 was upheld
although not through the Fair Work Act.

Some elements of the Fair Work Act were not spelled out in
detail prior to the 2007 election and became matters of dispute
with interested parties, but overall, the government was able
to satisfy most sections of the union movement without raising
undue ire from business groups. For example, FWA was given the
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power to arbitrate disputes (as wanted by unions), but this was
greatly restricted (as wanted by business) to “first agreement”
situations in low-paying industries and to situations where in-
dustrial disputes were “causing harm” and/or bargaining was
not being conducted in “good faith.” Similarly, although some re-
strictions on union activities remained, unions benefitted by the
provision that union officials could now visit worksites where
there were persons “eligible” to join the union (and not just
where unionists existed) and by the removal of some anti-union
prohibited matters in awards such as union training leave and
union fee deductions.

THE AUSTRALIAN BUILDING AND
CONSTRUCTION COMMISSION

With the passing of the Fair Work Act and the launch of Fair
Work Australia on 1 July 2009, the Rudd government’s drive
to establish a new industrial relations system to replace that
of WorkChoices was almost complete. However, the govern-
ment still faced a challenge over building industry regulation.
As noted above, one of Rudd and Gillard’s public pre-election
promises was that the Howard government’s Australian Build-
ing and Construction Commission (ABCC) would be kept as “a
strong cop on the beat” until the end of January 2010 and that its
functions would thereafter be transferred to another body. For
many unionists — not just those directly affected — this body was
seen as discriminatory and anti-union with its powers to sum-
mon witnesses and impose heavy penalties for non-compliance.
Hence, for them, it typified the worst features of the Howard-era
industrial relations and needed to be abolished. In contrast, its
maintenance was a subject of fierce lobbying and campaigning
by employers in building and construction (Cooper 2009, 288).

The Rudd government appointed Murray Wilcox (a former
Federal Court judge) to head an inquiry to recommend what
would replace the ABcc, and the resulting report recommended
continuation of the strong controls over workers and unions in
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the building industry, including keeping, for at least another
five years, the legal power to force building workers to be in-
terrogated. Indications that the ALP government would follow
the report’s recommendations prompted some unionists to claim
that Rudd had promised in April 2007 (prior to $500,000 being
donated to the ALP by the Communications, Electrical and
Plumbing Union) to abolish the ABcc and that a similar promise
had been made by Gillard later that month at the ALP conference
(Schneiders 2009b). The unionists concerned clearly understood
from the “trust me” assurances of both Rudd and Gillard that
the ABcc would be abolished as soon as the ALP was elected to
government, and they would have been unhappy with the later
commitment, given in the Transition Plan, in August 2007 that
the body would remain until 2010. No wonder, therefore, that
there was considerable anger among unionists at the prospect
that the abolition of the ABcc appeared to be in name only and
that it would be replaced by something with largely the same
powers.

In the lead-up to the AcTU Congress in June 2009, the unions
called for further changes to the industrial relations system, with
the ABcC’s abolition a major priority (Hannan 2009). Gillard’s
address to the AcTU Congress acknowledged the “debate and
difference” over the Rudd government’s honouring of its election
promise to abolish the ABcc and replace it with a new special-
ist Fair Work body (Gillard 2009). She was booed by conference
delegates (Allen 2009). Neither Gillard nor Rudd, however, was
dissuaded from this course; they were able to overcome some
backbench opposition to their legislation, which was introduced
into Parliament on 17 June in advance of the ALP’s National
Conference. Once again, Rudd stated that complaints from both
unions and industry over the issue suggested that the govern-
ment had “got the balance right” (Grattan and Schneiders 2009).
Prior to the conference, the ACTU, in its submission to the Senate
inquiry on the legislation, had reluctantly accepted the proposed
changes (Schneiders 2009c), and despite some protests from
union leaders at the conference over the retention of coercive
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powers in the building industry (Grattan 2009), the government
position won the day. The legislation did reflect something of a
compromise since fines in the building industry were to be re-
duced to bring them into line with other industries and greater
safeguards against the coercive interrogation powers were to be
introduced despite their continuation. However, the fate of the
legislation, which would see the ABcc abolished and replaced by
a specialist division of the Inspectorate of Fair Work Australia,
was uncertain as Senator Fielding, once again finding himself
holding the balance of power, insisted on a number of amend-
ments that would prevent a softening of the new body’s powers
(Schneiders 2009d). Faced with this Senate opposition, the Rudd
government decided not to persist with this particular piece
of legislation and the ABcc, to the chagrin of the unions, has
continued with its powers untrammelled. Julia Gillard, Rudd’s
replacement as prime minister, has shown no signs of abolishing
the ABcc, and a building industry watchdog is liable to continue
to be a matter of contention between the ALP and the unions.

THE 2010 ELECTION

In the wake of unfavourable opinion polls that presaged a Labor
Party defeat and showed falling support for Rudd, Julia Gillard
assumed the prime ministership on 24 June 2010 in what was
seen as a coup engineered by party and union powerbrokers
(Grattan 2010a). Within a month, she called an election to be
held on 21 August. The ensuing campaign ranked as one of the
most negative ever as Opposition Leader Tony Abbott main-
tained a mantra of stopping waste, stopping asylum-seeker boats,
stopping the ALP’s new taxes, and restoring the budget to sur-
plus. Gillard, as a newly appointed leader, found it difficult to
campaign on her government’s record, especially since she had
justified her replacement of Rudd in terms of the need to get the
government “back on track.” She was also in the position of being
unable to make expensive promises as both sides vied with each
other to appear the more fiscally conservative and the best placed
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to restore the budget to surplus. The ALP, therefore, attempted to
make industrial relations a major issue by mounting a scare cam-
paign based on the possibility that Abbott, as a former Workplace
Relations minister and committed supporter of WorkChoices,
would, if elected, reinstate WorkChoices. A parallel campaign
was conducted by the AcTU (Packham and Hosking 2010).

Abbott moved early in the campaign to assure voters that
WorkChoices was “dead, buried and cremated” and that, if
elected, he would not change the Fair Work Act in his first term
of government, but when the Liberal Party failed to release an in-
dustrial relations policy, unions were not convinced (Schneiders
2010). Not all unions, however, supported the ALP. In Victoria,
the Electrical Trades Union, which had disaffiliated from the
ALP, chose to donate funds to the Greens, helping them win
the formerly safe ALP seat of Melbourne. Neither the ALP nor
the ACTU campaign over industrial relations proved effective,
and the ALP suffered a heavy loss of seats in Queensland and
lesser losses in New South Wales and elsewhere; despite strong
support in Victoria, South Australia, and Tasmania, it lost its
parliamentary majority. The opposition, however, also failed to
gain a majority of seats, and protracted negotiations ensued to
see which of Gillard or Abbott could form a minority govern-
ment. The ALP had won 72 seats in the 150-seat chamber while
the Liberal-National Party coalition had also won 72 seats — or
73 seats, if the National Party member elected in Western Aus-
tralia, who initially refused to join the coalition (preferring to
sit on the cross benches), was included in their numbers. The
newly elected Green member and the Independent from Tas-
mania sided with the ALP and the Western Australian National
Party member finally backed the coalition. This left three rural
Independents, who were ex—National Party members, with the
balance of power. Ultimately, seventeen days after the election,
the two New South Wales Independents plumped for the aLp
while the Queensland Independent backed the coalition, giving
Gillard the barest of majorities with which to form a government
(Grattan 2010b).
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CONCLUSION

The ALP’s handling of industrial relations policy affirms the
bind that social democratic parties find themselves in — trying to
maintain close relations with trade unions in a globalized world
in which neoliberalism still dominates policy discourse, even if
they are inclined to reject its more extreme policy outcomes. The
Rudd government did not show itself to be overly beholden to
the union movement despite its role in the ALP’s election victory.
In the name of honouring election promises, the ALP govern-
ment resisted pressure from sections of the union movement
to go further in undoing anti-union aspects of the industrial
relations system left over from the Howard government years.
It did not dissociate itself from organized labour, but it did, like
other social democratic parties, tend to treat it more as “another
interest group.”

At the same time, it can be argued that the Rudd govern-
ment both acceded to and resisted business pressure. Before the
election, the ALP modified its policy in response to business op-
position and showed considerable latitude in allowing lengthy
transition periods before its new policies would take effect, but
after the election, it resisted delays to its pre-election timetable.
It certainly sought a closer relationship with business and under-
took extensive consultation with representative business groups
in formulating its policy and drafting its legislation. It did indeed
seek to strike a balance between union and business interests.
The ALP position in support of unions was strengthened by the
public unpopularity of WorkChoices, which meant that such
support was not an electoral liability in 2007. This also enabled
it to resist business demands to a limited extent. As the distance
from its election victory increased, however, the ALP found it-
self either less inclined or less able to resist business demands
to maintain the building industry watchdog despite its earlier
assurance to unions that it would be abolished. The failure of
both the ALP’s and the ACTU’s scare campaigns over the possible
return of WorkChoices to sway voters in the 2010 election and
the subsequent reduction of the ALP to minority government
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status, moreover, is liable to further weaken its links with the
trade unions. Thus, while the ALP has, unlike some other social
democratic parties, been able to maintain its links (albeit weak-
ened) to trade unions, its need to placate business groups has
also demonstrated the limits of social democracy in a globalized
world.
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SWEDISH SOCIAL
DEMOCRACY AFTER
THE COLD WAR

Whatever Happened to the Movement?

KJELL OSTBERG

Swedish social democracy holds a unique position in twentieth-
century political history. For forty-four years, from 1932 to 1976,
the Sveriges Socialdemokratiska Arbetareparti (Sap, the Social
Democratic Workers’ Party of Sweden) held the reins of govern-
mental power, and for twenty-one of the last twenty-eight years,
the country has had a social democratic prime minister. The
Swedish model has long been extolled as a successful prototype
of a communist planned economy combined with free market
capitalism. Furthermore, both researchers and political analysts
have concluded that during the twentieth century, Sweden made
great strides in the areas of welfare, equality, social consensus,
and, more recently, gender equality. Generally, the focus has
been on the saP, whose strong organization, dominant political
position, capacity for new ideological thinking, and, in particu-
lar, ability to carry out its program for a strong welfare state
have drawn admiration or, at the very least, considerable atten-
tion. Academics and politicians Gunnar and Alva Myrdal, labour
union economists Rudolf Meidner and Gésta Rehn, and polit-
ician Olof Palme each symbolize a social democracy that stands
out as being somewhat more radical than that of other Western
countries. On one occasion, French president Georges Pompidou,

205



206

who was far from being a radical himself, said, “Le paradis — cest
la Suéde — avec plus de soleil”: Sweden is paradise, only with
more sun. The 1989 anthology published in English as Creating
Social Democracy (Misgeld, Molin, and Amark 1992), with contri-
butions from Swedish and international researchers, denotes a
high point for this phase in terms of both the international view
of the country and Sweden’s self-image as being state-of-the-art.

But by no means has international research on social dem-
ocracy ceased. In recent decades, a number of monographs and
anthologies have explored how international social democracy,
adjusting to new global conditions, has adopted a market orienta-
tion, shifting its focus from policy to the market. Titles include
Social Democracy in Neoliberal Times: The Left and Economic Policy
Since 1980; The Retreat of Social Democracy; Globalization, Euro-
peanization and the End of Scandinavian Social Democracy; and 11
socialismo davanti alla realitd. It is obvious, however, that Sweden
and Swedish social democracy no longer represent a source of
inspiration for international debate.

To be sure, references are still often made to the classic Swed-
ish model, and it is not unusual to hear claims that some parts of
the social welfare system implemented by the social democrats
live on to a great extent in Sweden: for example, attention is
often called to the family and equal opportunity policies or the
collectively financed welfare system (Vartiainen 2001). At the
same time, one is struck by the fact that social democracy has
ceased to function as a creator of ideas (Andersson 2010). Little
or no reference is made to new Swedish ideological innovation,
and no Swedish debaters of ideas from the sAP or the trade union
movement are mentioned or even included as references in the
works that deal with developments in recent decades. Indeed,
notwithstanding the titles mentioned above, research on social
democracy has been extremely modest in recent decades, and,
surprisingly, Swedish research on social democracy has largely
ceased. Although the development of the Swedish welfare state
has been the subject of extensive research (Blomqvist and Roth-
stein 2008; Rothstein and Vahlne Westerhéll 2005; Palme 2003;
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Lundberg 2003; Svensson 2001), only a handful of studies have
dealt with the development of Swedish social democracy. These
include Jonas Hinnfors’s comparative work Reinterpreting Social
Democracy: A History of Stability in the British Labour History and
the Swedish Social Democratic Party (2006) and Jenny Andersson’s
recently published The Library and the Workshop: Social Democracy
and Capitalism in an Age of Knowledge (2010).

The reasons for social democracy’s political reorientation in
general and Swedish social democracy’s diminished standing as
an ideological innovator in particular can, of course, be sought
in many different quarters. Suggestions include the end of the
long period of prosperity following the Second World War, which
helped create both the ideological and material foundation for
the Fordist welfare state; the fall of the Berlin Wall and the end
of the Cold War, which caused many people to stop looking for a
model combining capitalism and communism; and the breakup of
the industrial society and the weakening of the classic industrial
working class, the social foundation for Swedish social democracy,
which in turn has led to shifts in the composition and organiza-
tional effectiveness of the SAP. Let us begin with this last aspect.

FROM LABOUR PARTY TO LIBERAL PARTY?
THE CHANGING SOCIAL DEMOCRATIC
MOVEMENT

For a hundred years, Sweden’s working class has been one of best
organized in the world. With considerable self-assurance, the
SAP has referred to this comprehensive organizational sphere
as “The Movement.” In 1989, the sAP had 1.23 million members
in a country with a population of a little over eight million.
Most of the party’s members were affiliated through the trade
union movement. Since World War 11, the unionization rate in
Lo (Landsorganisationen i Sverige), the Swedish Trade Union
Confederation, has been between 80 and 9o percent, and it has
been among the highest in the world since the 1930s. Until the
beginning of the 1990s, a significant number of LO’s members
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were affiliated with the sap. The decision to affiliate with the
party was made by the individual locals of the Lo. Those indi-
viduals who did not wish to affiliate could ask to withdraw by
entering a protest against the decision.

As recently as the 1970s, the party’s youth league, the So-
cial Democratic Youth of Sweden (Sveriges Socialdemokratiska
Ungdomsférbund, or ssu), reported having 60,000 members,
and it has long been dominated by working-class youth. In the
same decade, S-Women (Social Democratic Women in Sweden —
Sveriges Socialdemokratiska Kvinnoférbund, or S-kvinnor) had
35,000 members. Children were organized into the Unga 6rnar
(Young Eagles) and the Swedish Association of Christian Social
Democrats into the Broderskapsrorelsen (World Brotherhood).
A social democratic student society also existed off and on. At its
height, A-pressen (the Swedish Social Democratic Press Holding
Company) published some thirty social democratic newspapers.

But the social democratic family was even bigger than that.
It encompassed a number of other organizations, even if the
ties were not always formalized. In addition to the Lo, the
most important one, these included the Workers’ Educational
Association, which organized thousands of study circles and
lectures; a number of public high schools; and more than a
thousand People’s Houses and several hundred People’s Parks
around the country. Without doubt, organizations such as the
Swedish National Pensioners’ Organization and the Swedish
Union of Tenants could also be called members of the movement.
Furthermore, an extensive co-operative movement collaborated
closely with social democracy, with its own wide-ranging set
of operations, including the insurance company Folksam, the
co-operative housing society HSB, a motion-picture company,
advertising firms, and even a national chain of undertakers.

Although most of these organizations were independent
entities vis-a-vis the sAp and were open for membership to
others, there is absolutely no doubt that they were part of a
movement dominated by social democratic ideology. A study of
the organizations invited to attend SAP congresses serves as a
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reliable yardstick for who belonged to “the movement.” The party
never hesitated to safeguard the leadership of, for example, the
union organizations or the co-operative housing society if it was
challenged by communists or other opposition groups. It goes
without saying that the chairs of Lo and the labour unions have
been social democrats members and that, even in other leader-
ship posts, SAP dominance has been ascendant (Gidlund 1992).

While most of these organizations still exist, this entire
“world of movements” is on the threshold of dissolution. The or-
ganizations’ ties to social democracy have weakened both ideo-
logically and organizationally. In part, this is due to changes in
the class structure and composition of Swedish society. Historic-
ally, Swedish social democracy has been one of the world’s most
proletarian organizations, with particularly strong influence
in traditional working-class milieus. The weakening of these
milieus has led to the dissolution of many of social democracy’s
most powerful strongholds. At the same time, the movement has
had obvious difficulties in establishing new structures in the
country’s dynamic, growing metropolitan areas.

Another factor that has contributed to the altered prerequi-
sites for social democratic dominance is the weakening of trad-
itional social movements in general and of political parties in
particular. Sweden’s “popular movements” — the labour move-
ment, the free church movement, the temperance movement,
the women’s liberation movement, and the sports movement,
to name a few — enjoyed their glory days in the first half of the
twentieth century. In general, they were ascribed great import-
ance for the democratization of Swedish society. Because most
political parties have their roots in these movements, their mem-
bers (especially those of the labour movement) have, to a great
extent, been integrated into the political system.

In recent decades, however, the traditional social movements
have been losing ground. Two developments — their inability to
recruit members and the rise of the average age of movement
members — also apply to Sweden’s political parties in general:
since 1990, the total membership of political parties has decreased
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from 625,000 to a little over 250,000 today. This decrease has oc-
curred simultaneously with the professionalization of the parties’
operations. Furthermore, a major increase in state funding, which
the social democrats strongly supported and pushed through,
contributed to this development (Ostberg 2005a).

A decisive change in the sAp’s membership occurred when
Lo nullified its affiliation with the party at the beginning of the
1990s, thereby decreasing the party’s membership rolls from over
a million to 250,000 at the beginning of 1992. Since then, party
membership has continued to decline substantially, and today it
stands at fewer than 100,000. The numbers for other members
of the social democratic family have also decreased: in just a few
decades, the Social Democratic Women in Sweden has lost 8o
percent of its members. But the biggest decline occurred in the
Social Democratic Youth of Sweden, which reported a member-
ship of only a few thousand in 2009.

Other elements of the social democratic movement have also
weakened considerably. Most important, LO lost half a million
members — a quarter of its total membership — during the last
decade. The co-operative movement experienced numerous fi-
nancial crises, which led to restructurings and an attendant
weakening of its ideological profile. Many People’s Houses have
fallen upon hard economic times; some have been closed, while
municipalities have taken control of others.

A particularly troublesome issue for social democracy is its
weak press. At both national and local levels, it has traditionally
been difficult for social democratic newspapers to hold their own
against the liberal and conservative newspapers, which have a
broad advertising base and resulting significant financial resour-
ces. Nevertheless, for a great many years, the major cities and
most counties were home to a large number of social democratic
newspapers. However, when A-pressen, the social democratic
newspaper company, declared bankruptey in 1992, most of the
social democratic newspapers went under. The situation in the
big cities is particularly distressing. The only newspaper with a
nationwide reach is the Lo-owned tabloid, Aftonbladet.
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The weakening of the social democratic movement’s struc-
ture is an important contributing factor to the change in the
membership’s social composition. Even though most of the union-
affiliated members were, on the whole, passive, the dissolution
of the union affiliation led to a substantial erosion of the sAP’s
worker base. One expression of the broken relationship between
social democracy and the trade union movement is the substan-
tial decrease in the number of social democratic ombudsmen
at workplaces. As recently as the 1990s, the party could recruit
100,000 activists, who made crucial contributions, primarily in
election campaigns. Today, this type of organizational structure
is steadily disappearing. Moreover, because of the collapse of its
youth organization, the party has lost what traditionally was its
most important source for recruiting leaders at different levels:
by and large, most industrial towns lack any sort of social demo-
cratic youth league.

The altered social composition is particularly noticeable in
the area of elected representatives within both the party and
the political system. Proportionate to their electoral base, the
social democrats are severely underrepresented by workers at
political assemblies, and this underrepresentation becomes more
and more perceptible as one moves up the hierarchy, with the
imbalance being most obvious at the top. In Olof Palme’s first
government at the beginning of the 1970s, half of the cabinet
ministers had backgrounds as Lo-affiliated workers; in the social
democratic government that resigned in 2006, only two cabinet
ministers were affiliated with Lo.

The professionalization of politics has also meant that the
share of career politicians — that is, leading representatives who
lack professional experience outside of politics — has grown
considerably. This has led to the coinage of a new expression,
“political nobility,” which alludes to the fact that many new
leaders are the children of an older generation of sap politicians.
At the most recent shift in party leadership, in 2006, neither
Mona Sahlin nor Per Nuder, the leading candidates, had much
professional experience outside of politics, and their fathers held
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prominent positions within the movement and the heavily social
democratic public administration.

Until recently, the values that formed the basis of the la-
bour movement’s egalitarian ideal dominated, even at the upper
stratum of the SAP. Leaders with roots in the bourgeoisie also
remained fiercely loyal to the movement and its values. Inter-
estingly enough, the loosening of these ties in the 1990s was
the predecessor for what came to be known as “the chancellery
Right,” to be discussed below. Two social democratic finance
ministers, Kjell-Olof Feldt and Erik Asbrink —who created a
stir when they left the government in the 1990s to protest the
fact that their demands for the shift of the economic policy in a
neoliberal direction were not met quickly enough — continued
their careers as professional board members in the private sector,
something that would have been unthinkable for a previous gen-
eration of finance ministers. Following their departure, a num-
ber of their colleagues likewise resigned from positions in the
social democratic cabinet office. For example, financial advisors
moved to the big banks or to core activities in the government,
in particular within the Swedish Central Bank and agencies that
create policy (Ostberg 2005b).

However, Goran Persson, the party leader and prime minister
from 1995 to 2006, stands out as a symbol of the inclination of the
new generation of social democrats toward a bourgeois lifestyle.
During his tenure as party leader, Persson had already attracted
considerable attention when he became “lord of the manor” in
a huge home he had built for himself and his family. Immedi-
ately following his resignation, he became a well-paid associate
of the JKL Group, one of the Nordic region’s leading strategic
communication advisors. In other countries, this development
would probably not have attracted much attention, but in Sweden,
where equality is still considered an ideal worth striving for and
a guiding principle within the labour movement, it contributed
significantly to a decline in the legitimacy of social democracy.

Another symbol-laden event occurred during the finan-
cial crisis of spring 2009, when new revelations implicated LO
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chairperson Wanja Lundby-Wedin in a scheme to give the dir-
ectors of a pension company, half of which was owned by the
trade union movement, huge bonuses at the same time that the
workers’ pensions were reduced. When word got out that her
combined income amounted to the wages of four or five workers,
even more light was shed on the huge gap in living standards
between the workers and their representatives.

From the very beginning, the sAp was one of the most pro-
letarian political parties in the world. Voting by class, still
practiced today, has also lasted longer in Sweden than in many
other countries, even though this practice decreased after the
turn of the twenty-first century. Whereas in the 1960s more
than 8o percent of workers affiliated with Lo voted for the sap,
in the 2006 election that share had declined to 52 percent. The
second biggest “labour party,” the right-wing Moderate Party,
received 13 percent of the LO votes, while the Left Party, the
old Communist Party, received 8 percent. A simultaneous de-
crease in the working-class population means that the sap’s
electoral base has changed significantly. In 1976, 67 percent of
the party’s voters were workers, 22 percent were low- and mid-
level salaried employees, and 5 percent were upper-level salaried
employees. In the 2006 election, 40 percent of social democratic
voters were workers, who were affiliated primarily with Lo; 40
percent were salaried employees, who were affiliated primarily
with the Swedish Confederation of Professional Employees (TC);
and g percent were upper-level salaried employees (Gilljam and
Holmberg 1995; Oscarsson and Holmberg 2008).

“UNION-POLITICAL CO-OPERATION”:
RELATIONS BETWEEN LO AND THE SAP

By international standards, the Swedish trade union movement
has historically had a very high unionization rate and, since
the 1930s, has also included a significant number of salaried
employees. Sweden has three trade union organizations: sAcCo
(the Swedish Confederation of Professional Associations) for
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university graduates or professionals with college degrees, with
about 600,000 members; TCO (the Swedish Confederation of Pro-
fessional Employees) for salaried professionals, with 1.2 million
members; and the blue-collar worker-dominated Lo, with 1.6 mil-
lion members organized into fifteen trade unions, of which the
Swedish Municipal Workers’ Union, the Swedish Metal Workers’
Union, and the Industrial Labour Union predominate. For several
decades, the unionization rate has been slightly over 8o percent
for the Lo collective and just under 8o percent for the salaried
employee groups. When the Liberal-Conservative coalition took
government in 2006, it raised the fees for the unemployment
benefit funds, which as a rule were administered by the trade
unions. This caused the unionization rate to drop sharply, but it
began to rise again as a result of the 2008 financial crisis.

While saco and Tco are unaffiliated politically, civil ser-
vants in particular often have good relations with the sap,
and it is not unusual for TCO’s chairpersons to be recruited for
important posts in SAP governments and their cabinets. Since
1898, LO has enjoyed a strong symbiotic relationship with the
SAP. An important formal change in these relations — namely,
the termination, mentioned earlier, of the union affiliation at
the beginning of the 1990s — did not weaken the ties between
LO’s leadership and the sap. LO’s chairperson has a reserved
seat at the highest level of leadership in the party, and the LO’s
management committee and most of the general secretaries and
lower-level elected representatives are also SAP members. One
of the party’s primary tasks during the Cold War was to keep
communists from holding union positions, and even if this policy
is no longer upheld as categorically as it was previously, it is still
very unusual for prominent leaders in Lo or its labour unions to
be anything other than social democrats.

The trade unions within Lo still make significant contribu-
tions to the SAP and its election campaigns, and “union-political
co-operation” is a core concept in relations between the party
and Lo (Johansson and Magnusson 1998). The close ties between
L0 and social democracy do not mean that significant conflicts
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of interest have not arisen over the years. A serious disagree-
ment arose in the 1980s when the SAP government enacted the
first neoliberal-influenced austerity program, which led to real
wage cuts and widened social gaps. People spoke of a “war of
the roses” between the government and Lo. Furthermore, the
austerity program carried out by the sAP government following
the financial crisis in the early 1990s led to widespread protests
from LO. The 1996 LO Congress constituted a high point in the
area of frosty relations. When the party chairperson gave his
traditional speech at the congress, always one of the defining
moments of any congress, he was met with icy silence (Persson
2008). In the 1998 general election, only 54 percent of LO’s mem-
bers voted for the sAp, a record-low figure for the period. Thanks
to the efforts of LO chairperson Vanja Lundby-Wedin, relations
between the party and Lo have improved in the last decade. She
has beem more willing to accept the party’s neoliberal course,
and her political views are very close to those of Mona Sahlin,
the new leader of the party.

Sweden’s relations with the European Union also led to a
critical schism in some sectors of the trade union movement.
While the sap leadership has continued to push for EU mem-
bership, there has been strong opposition within Lo. During
both the 1994 referendum on EU membership and the 2003 ref-
erendum on the conversion to the euro, a clear majority of LO’s
members voted against both (69 percent in 2003) —and several
labour unions took an active stand on the “no” side. Despite this
disagreement, however, LO’s leadership remained loyal to the
party leadership (Oscarsson and Holmberg 2004).

Another area of tension involved the ratification of the Treaty
of Lisbon: a debate ensued on how Lo would counter the risk
that the EU’s services directive would negatively impact Swed-
ish labour laws and, primarily, the right to enter into labour
contracts. In the end, LO’s leadership, as well as that of the sAp,
categorically rejected all requirements that Sweden stipulate
the clarification of these issues, which were so important to the
union, as a condition for the ratification of the treaty.
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CONFLICT AND COLLABORATION ON THE LEFT

Ever since the party split in 1917, the conflict with the Com-
munist Party has been a priority for social democracy and Lo.
It intensified during the Cold War, when Prime Minister Tage
Erlander coined the now-classic slogan, “Every union must be
turned into a battleground against communism.” The Swedish
Communist Party was one of the first to free itself from Mos-
cow’s grip and was also one of the few communist parties to
openly criticize the Soviet Union’s invasion of Czechoslovakia
in 1968. In 1967 it changed its name to the Swedish Left Party—
Communists. Immediately following the fall of the Berlin Wall
in 1990, the word “Communists” was dropped from the party’s
name, and it is now called simply the Left Party. The party has
had limited parliamentary influence, receiving on average about
5 percent of the votes in parliamentary elections. However, dur-
ing long periods of time, social democracy has needed the active
or passive support of the communists to retain its power. This
support was given without demands for anything in return; it
was assumed that the communists would never take any actions
that might bring down a pro-labour government. Until the end
of the Second World War, the communists’ influence among
the metal and mine workers, for example, was not insignificant.
Since the 1950s, however, this has decreased markedly, in part
because of the saP’s successful efforts to isolate the communists
and in part because of the Left Party’s altered social base: its
roots in the working class have been replaced with middle-class
groups such as teachers, social workers, and hospital personnel.

During the 1990s, the Left Party, under the leadership of
the charismatic Gudrun Schyman, made considerable gains in
parliamentary elections, and in 1998 it received 12 percent of
the votes, its hitherto biggest share. With great skill, Schyman
succeeded in playing on the pent-up criticism of the tough eco-
nomic measures imposed by the social democratic government.
In particular, she attracted to the party many women within
the public sector. At the end of the 1990s, a more organized
form of parliamentary collaboration, one that also included the
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Green Party, was established between the saP and the Left Party.
Undeniably, this collaboration represents a new chapter in rela-
tions between the saP and the reformed Communist Party. At
the same time, the Left Party had to pay a high price to gain
admittance to the parliamentary “sanctuary.” This also coincided
with the stringent economic measures that the social democratic
government carried out during the same period in an effort to
repair the damage to the Swedish economy brought on by the
crisis at the beginning of the 199os. The Left Party, mainly at the
local and regional levels, had to take responsibility for sweeping
cutbacks in, for example, the school system and health care. As
a result, at the turn of the twenty-first century, the Left Party
returned to a more normal number of votes. Gudrun Schyman’s
resignation as party leader for personal reasons also contributed
to the party’s decline. While Schyman became involved in the
organization of a new feminist party, Lars Ohly, the new party
leader, has had major problems with public opinion, not the least
because he has been depicted as being too faithful to the party’s
communist past (Hadenius 2008).

In recent years, the formalized collaboration among the sap,
the Left Party, and the Green Party has been strengthened even
further. On the threshold of the 2010 election, the three parties
formed an electoral pact with a view to forming a government
together. If they had succeeded, another line in social democracy’s
traditional reluctance to collaborate with the former Communist
Party would have been crossed. At the time of this collaboration,
the Left Party was forced to make more concessions, including a
pledge to exercise strict budget discipline. (See the postscript to
this chapter for a discussion of the 2010 election.)

Although at the union level, the current Left Party barely
exists as a cohesive political force, some members of Lo who are
critical of the social democratic government’s neoliberal-oriented
politics have expressed an interest in seeing the SAP expand its
collaboration with the Left Party since, to some extent, it could
balance the party’s swing to the right. This interest has been
further reinforced by the current party leadership’s indication

OSTBERG - Swedish Social Democracy

217



218

that it is more interested in collaborating with the Green Party
than with the Left Party. The Green Party is further to the right
on such matters as privatization and the loosening of labour laws
and has, on numerous occasions, sought to collaborate with the
Liberal and Conservative parties on these issues. In the fall of
2008, the attempt by the saP leadership, headed by Mona Sahlin,
to exclude the Left Party from a future government coalition and
unilaterally pin its hopes on the Green Party aroused widespread
protests among the social democrats who were active in the
unions, and Sahlin was forced to back down.

Notwithstanding this attempted move to the right, a sig-
nificant change has occurred in social democracy’s willingness
to co-operate with other groups on the left. For many decades,
social democracy’s standing was so strong that it could dismiss
collaborative efforts, and a visceral anti-communism strength-
ened this position. Instead of moving closer to the new social
movements that developed in the 1960s and 1970s, the party
backed away from them. This was most evident in relation to the
most powerful movement — the one that opposed the Vietnam
War; rather than embrace that movement, the party chose to
build its own solidarity organization, which failed to win the
trust of young people. With respect to the environmental and
women’s movements that were emerging, the distrust between
social democracy and the young radicals was often deep and
mutual. As a result, the party, to a large extent, lost the sixties
generation (Ostberg 2005b).

To some extent, the SAP has learned its lesson. When the
growth of a new generation of radical youth around Attac, the
alternative globalization movement established in 1998, appeared
imminent, a new kind of openness emerged. For example, for
several years, LO and Attac arranged joint summer courses aimed
at finding opportunities for dialogue. Around the country, ABF
(Arbetarnas Bildningsférbund, or Workers’ Educational Asso-
ciation), LO, and new social movements are collaborating in a
“socialist forum,” something that would have been unthinkable
prior to 1990 (Sérbom and Abrahamsson 2004). Of course, the
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fact that anti-communism lost some of its historical significance
after the fall of the Berlin Wall has also contributed to social
democracy’s relaxation of its previously rigid attitude toward
collaboration with the Left.

SOCIAL DEMOCRACY’S ECONOMIC POLICY
UNDER NEOLIBERALISM

Social democracy’s adaptation to a monetarist and neoliberal-
influenced economic policy began as early as the 1980s. For many
people, Swedish social democracy has represented somewhat
of an ideal for traditional reformist welfare policy. The classic
Keynesian policy was adopted in the 1930s, and in the 1950s, LO
economists Gosta Rehn and Rudolf Meidner drew up an eco-
nomic policy that was adapted to the long postwar boom with
the aim of counteracting inflation and overheating crises. This
policy, known as the “loyal wage policy,” was based on keeping
down wage increases in the dynamic, export-dependent sectors
of industry and supporting wage increases in the less expansive
sectors of industry. The elimination of less competitive industrial
sectors, which this policy caused, was compensated for with
an effective unemployment policy. A high burden of taxation
served to dampen inflation and at the same time made room
for a growing public sector. The Fordist welfare state ended in
Sweden in the 1970s, when the public sector’s share of the gross
national product increased to 50 percent. Simultaneously, the
long economic boom came to an end and the material basis for
the widespread reform program was undermined to a consider-
able degree. Important sectors of Swedish industry — for example,
steel and shipbuilding — were particularly hard hit by the struc-
tural crises of the late 1970s.

Between 1976 and 1982, when the deepest phase of the eco-
nomic crisis occurred, the SAP was in opposition for the first
time in forty-four years. When the party returned to power
again after the 1982 election, the conditions for traditional social
democratic politics had undergone a profound change. In part,
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the Swedish economy was seriously weakened by huge budget
deficits, significant unemployment, and a high rate of inflation.
No improvement in the economic situation could be discerned;
the economy had slipped into a deep structural crisis, and indus-
trial output hit rock bottom. Milton Friedman replaced Keynes
as the guiding star for many economists. Nor did Swedish social
democracy remain unaffected by these winds of change. In par-
ticular, a group of young economists who gathered around Olof
Palme’s finance minister, Kjell-Olof Feldt, in what was referred
to earlier as the “chancellery Right,” were attracted to the new
ideas. Themes reflecting the economic change and the swing
toward neoliberalism were already evident in the government’s
first financial document, which offered this harsh message: “An
upswing in industrial output must lead to an improvement in in-
dustry’s earnings situation. At the same time, consumption must
be contained so that the country’s total savings can increase”
(Feldt 1991). Anti-inflationary measures were given priority.
Growth in the public sector would be drastically reduced. A halt
to reforms at the national level was recommended, and expan-
sion at the municipal level was restricted. In one fell swoop,
an offensive devaluation of 16 percent reduced wage earners’
living standards by 4 percent, while the government stuck to
its ambitions in regard to employment, proclaiming that it had
entered upon a new “Third Way” when it came to “both saving
and working its way out of the crisis” (Feldt 1991). It should come
as no surprise that the policy was a controversial one and led to
more clashes between the sap leadership and Lo. The conflict,
which came to be called “the war of the roses,” had to do primar-
ily with the consequences of the social democratic government’s
redistribution policy. Moreover, in the mid-1980s, the govern-
ment took the first steps toward deregulation of the economic
policy, primarily the detailed regulation of banking operations
and currency deregulation (Ostberg 2009).

Simultaneously with the negative consequences of the so-
cial democratic government’s “Third Way” around 1990 — with
overheating tendencies and increased inflation —a clearer course
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toward a supply-driven policy began to take hold. The crisis
was explained in terms of endogenous factors — to a great ex-
tent, by the growth restrictions in the financial system, which
is why continued deregulation was considered necessary. At
the same time, marginal tax rates were reduced sharply as part
of a comprehensive tax reform. An important symbol of this
gradual move from Keynes to a standard national policy was
the social democratic government’s decision, outlined in its 1991
budget proposal, to prioritize price stabilization over employ-
ment; combatting inflation would be the definitive goal for the
government’s economic policy. Even more significant in the long
run was the concurrent decision to apply for Swedish member-
ship in the European Union (Svensson 2001).

In 1991 the sAP lost power to the Conservatives and the
country suffered its most severe economic crisis since the 1930s.
Liberal and Conservative governments in Sweden have had the
incredible misfortune to come to power during deep recessions.
The newly elected Conservative government, under the leader-
ship of Carl Bildt, continued and expanded the market-based
economic policy, which, in this serious situation, led to an un-
employment rate of over 10 percent, a grave crisis for the Swedish
krona, high interest rates, and a substantial budget deficit. In
certain areas, important steps were taken to relax the public
monopoly; in the schools, for instance, special funds were intro-
duced that could be used for private “independent schools.”

The social democratic government’s return in 1994 signified
only a limited extension of some form of recovery policy. In-
stead, in the second half of the 1990s, the government executed
a very comprehensive policy of economic austerity. The policy
proved successful to the extent that the budget deficit could be
combatted but at a high price of cutbacks in the welfare system
and widening social gaps. A government-sponsored evaluation
showed that several vulnerable groups, including single parents,
were hit hard by the policy (Palme 2003).

At the same time, several decisions increased the market’s
influence at the expense of public policies. The most important
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of these was the independence of the Swedish Central Bank
and thereby the monetary policy vis-a-vis political decisions.
Another was the introduction of the sap’s cherished budget
ceiling, a brake on fiscal policy that automatically prevented
excessive deficits in the national budget. With this decision, the
party showed that it has come a long way from its Keynesian
past. This “responsible” budget ceiling policy has become such a
core component of social democracy’s identity that the Left Party
had to accept the ceiling if it wished closer co-operation with
the sap —and it did.

Although Swedish social democracy had already begun
its ideological reorientation in the 1980s, Sweden’s affiliation
with the EU has greatly accelerated a market-based policy. As
is well known, the EU has been a driving force in promoting
deregulation and privatization, and Sweden not only has ac-
cepted its decisions but has often been the first EU member to
implement them. Particularly noteworthy is the fact that no
slowdown in this process could be discerned in the period from
1997 to 2002, when a majority of the EU countries were being
run by social democratic governments. Quite the opposite, in
fact. For example, the far-reaching decisions passed by the EU
in 2002 regarding the deregulation of, among other entities, the
energy market received the full support of the social democrats
in Sweden. The sAP was also a driving force in the ratification
of the Treaty of Lisbon in spite of its obvious neoliberal values
and, particularly, the criticism directed at it from the trade union
movement, which felt that it did not adequately protect Swedish
labour laws. Leading Swedish social democrats often referred to
the Third Way of Britain’s Labour Party in glowing terms, and
sAP leader Goran Persson was always more than willing to men-
tion his friendship with Tony Blair (Persson 2008).

Under the leadership of the social democratic government,
widespread deregulation of parts of the infrastructure within the
transportation and energy sectors occurred in the early 2000s.
Developments aimed at market adjustments of some areas of
the public sector also continued. More and more spheres within
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health care, eldercare, maintenance, and technical administra-
tion received tenders from private companies. In Sweden, the
municipalities are responsible for most of these operations. There
is no denying that municipalities and county councils with Lib-
eral and Conservative majorities have led the way in terms of
privatization and the sell-off of public sector enterprises; in gen-
eral, however, the measures have been accepted and pursued by
sAP-run municipalities. Only on rare occasions have the social
democrats altered decisions made by a Liberal and Conservative
majority.

In some areas, Sweden has been an international standard
bearer for the marketization of the social system. A prominent
example is the transformation of the pension system. In the
1950s, Sweden put into place a general pension system based
on payroll taxes; social democrats likened it to the jewel in the
Swedish welfare system crown. In 1994 this system was replaced
with a system defined entirely by fees based on the lifetime-
income principle. In addition, the Swedish pension funds, which
previously were used primarily for public investments, particu-
larly housing construction, have, to an ever-greater extent, been
invested in the stock market —and thereby been subjected to the
falling share prices of recent years.

Although significant parts of the Swedish welfare system
have been market-based, exposed to competition, and, to some
degree, privatized, the system is still publicly financed primarily
by taxes. Among the general population, support for the public
sector is considerable, and skepticism toward sell-offs and pri-
vatization is significant. Opinions also tend to be split along
party lines. A very clear majority of SAP and Left Party sym-
pathizers oppose the increased privatization of health care and
eldercare, as well as the greater concentration on independent
schools. They also want to prevent profit-seeking companies
from running publicly financed enterprises. The saP leaders,
however, pay little or no attention to these points of view. In fact,
Mona Sahlin, the sAP leader from 2007 to 2011, was very sym-
pathetic to the “renewal work,” which is the way deregulation
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and privatization are often presented, and this attitude played a
large role in her strategy to move the party to the right in order
to contend with the Liberal and Conservative parties for the
voters in the middle in the 2010 election.

THE PROGRAMMATIC ADAPTATION

The party’s altered economic policy has also found expression
in changes in the party’s program. In this respect, the 2001 SAP
Congress symbolizes a programmatic adaptation to neoliberal-
ism. There is reason to believe that this also reflects the change
in the party’s social base. Even before the First World War,
the leadership of the party was put into the hands of a layer
whose expressed purpose was to transform it into a respon-
sible, reformist, parliamentary party. A strong leftist current
was driven out in 1917. But even though the party’s ambitions
to transform society were limited to a reformist perspective,
the socialist goals persistently remained in the party program.
Under pressure from Sweden’s Communist Party, the social
democrats inserted wording into their program to the effect
that they wanted to “do away with the capitalistic ownership of
the means of production and put them in the hands of and under
the control of society” (quoted in Gunnarsson 1980). The pro-
gram was revised extensively in 1944, and the paragraph about
goals and objectives that was approved at that time remained in
effect, for the most part, until 2001. It read: “Social democracy
wants to reshape society so that the right to make decisions re-
garding production is put in the hands of the people, to liberate
the citizen from being dependent on every type of power group
outside their control, and to leave room, in a society built on
classes, for a community built on a foundation of freedom and
equality, with people working together” (quoted in Gunnarsson
1980). Although this was no longer necessarily about putting an
end to capitalism and the class society, the objective was still
to put the right to make decisions regarding production in the
hands of the citizens.
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In 2001, in the party’s Protokoll Vésterdskongressen (SAP 2001),
the corresponding section was formulated as follows: “Social
democracy wants to allow democracy’s ideal to put its stamp on
the entire social order and people’s reciprocal relationships. We
strive for a social order in which every individual can influence
development on both a large scale and in everyday community
work. We strive for an economic plan in which every individ-
ual, as a citizen, wage earner and consumer can influence the
direction and allocation of production and the organization and
conditions of working life.” Demands having to do with the right
to make decisions regarding production have been excised. Cit-
izens and wage earners should be able to influence the direction
and allocation of production, but nothing is said about how and
to what extent. Above all, the desire to completely transform
society is absent. This is no longer about putting power in the
hands of the people. The last remnants of any fundamental am-
bitions for transforming society have disappeared into thin air.
A leftist current that wanted to maintain the previous goal of
putting “the right to make decisions regarding production in
the hands of the people” was rejected as being old-fashioned.
Instead, the concept of “democracy” was proposed as the superior
concept. Thus, in his remarks at the 2001 congress, party leader
Goran Persson declared that “democracy” cannot be captured in
a single form or in a few steps. It must move on different planes,
in a continual interplay among human beings. It should come as
no surprise that critics of such an amorphous definition tended
to deconstruct the content of the concept of democracy.

With this general concept of democracy as a tool, the 2001
sAP Congress also confirmed the party’s adaptation to a neo-
liberal-influenced welfare policy. In response to criticism from
congress representatives who believed that the new party pro-
gram opened the door far too wide for privatization and for
increased profits within the school and medical and social ser-
vices sectors, the party executive’s reporter stated: “This is about
recognizing the desire of human beings for greater freedom of
choice and more influence” (SAP 2001).
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At the congress, the core party leadership argued in favour
of change, as did, for example, representatives of the student so-
ciety. LO chairperson Wanja Lundby-Wedin underscored the fact
that the party agreed to “the economic system we have today, to
a market economy. We said ‘yes’ to a market economy because
we believe that it is the economic system that can best create
growth, growth that will then permit us to use trade-union and
political power to ensure that our distribution policy is as equit-
able as possible” (sAP 2001).

SOCIAL DEMOCRATIC FOREIGN POLICY
AFTER THE FALL OF THE BERLIN WALL

On the whole, social democratic foreign policy, which during
the postwar period was identical to the official Swedish one, has
been characterized by a palpable duality. Officially, it has been
expressed as “freedom from alliances in peace aimed at neutral-
ity during wartime” (Bjereld, Johansson, and Molin 2008). This
policy made a formal association with either NATO or the EEC/
EU impossible. At the same time, there was absolutely no doubt
that, from an ideological standpoint, Sweden belonged to the
Western camp — and not only ideologically. During the entire
Cold War period, the Swedish military and NATO co-operated
closely. Swedish and NATO air commands trained together; se-
cure support roads and liaison routes were established; Swedish
landing strips were lengthened to make them compatible with
the requirements of NATO airplanes; and the air commands
exchanged munitions. Furthermore, a far-reaching exchange
of intelligence took place. For Swedish social democracy, this
policy could still be accommodated within the framework of
official doctrine. This was about a “reassurance policy” in case
the neutrality policy was not respected. In actual fact, probably
neither the United States nor the Soviet Union had any doubts
as to where Sweden belonged: both sides used the designation
“NATO’s secret seventh member.”

In the 1960s and 1970s, Swedish foreign policy became active,
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in particular in regard to the Global South. Nothing symbolized
this more than Olof Palme’s criticism of the Vietnam War. Palme
—and Sweden, for that matter — became an important dialogue
partner for radical leaders in the South and a vital ally in the
struggle for liberation from colonialism and the fight against
apartheid. At the same time, Sweden functioned primarily as a
bridge builder between North and South. In countries such as
Portugal, the explicit objective of Sweden’s engagement was to
prevent altogether developments that were considered too rad-
ical. Nor did the secret military collaboration with NATO come
to an end. Olof Palme gave explicit instructions to his generals
to see to it that his intense criticism of the United States during
the Vietnam War did not jeopardize this collaboration. The fall
of the Berlin Wall and the end of the Cold War changed the
conditions for Swedish foreign policy in many respects. Swedish
freedom from alliances still exists, but it has become increasingly
conventional. At the beginning of the twenty-first century, the
social democratic government removed the neutrality objective
from Sweden’s security policy doctrine. Today, Sweden’s collab-
oration with NATO is close and broad-based, and the country is
an active member of the Partnership for Peace.

Swedish membership in the EU has been of crucial import-
ance for the development of the country’s foreign policy. In the
fall of 1990, SAP Prime Minister Ingvar Carlsson stated that
his ambition was for Sweden to join the European Community.
Swedish neutrality was no longer an obstacle for such a course
of action. In the fall of 1994, a referendum to join the European
Community passed with a narrow majority — 52.3 percent. Even
if Sweden is still not a member of NATO and has shown no
interest in taking an active role in the EU’s military collabora-
tion, Swedish foreign policy has, in substance, adapted to that
of Europe through the EU’s joint foreign and security policies. In
January 1992, at the same time as other EU members but contrary
to the international criteria that had previously steered Sweden’s
policy regarding diplomatic recognition, Sweden recognized Slo-
venia and Croatia. The reason given was manifestly political:
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Swedish recognition would, among other things, have “a positive
influence on subsequent peace efforts in Yugoslavia” (Bjereld,
Johansson, and Molin 2008). The independent Swedish voice in
international assemblies has gradually been silenced. As recently
as the 1980s, at meetings of the UN General Assembly, Sweden
voted with the Global South as often as it did with Western
countries on issues that divided these two blocs. At the begin-
ning of the twenty-first century, however, the social democratic
government did not support proposals from the Global South to
the same extent, and in 86 percent of the cases, it supported the
Western countries (Bjereld, Johansson, and Molin 2008).

Thus, Sweden was quick to recognize the breakup of Yugo-
slavia. The social democratic government also articulated its
understanding regarding NATO’s 1999 military intervention
in the Kosovo conflict. Following 9/11, Sweden has also been
a strong ally of the United States in the so-called war against
terrorism. In the UN, the social democratic government gave its
support to the United States’s war in and bombing of Afghan-
istan and thereby to a different interpretation of the concept of
“self-defence.” Following initial hesitation, the government re-
pudiated the occupation of Iraq by the United States and its allies
without UN sanctions even though, during the build-up phase,
Prime Minister Persson pointed out that “a successful, short, in-
tensive war could influence the economic situation as positively
as did the Gulf War in Kuwait” (Bjereld, Johansson, and Molin
2008). Swedish munitions were used by the Us alliance, and soon
Sweden was sending police forces to occupied Iragq.

Under the uUN’s command, Swedish soldiers also participate
in the International Security Assistance Force in Afghanistan,
as well as in the NATO Kosovo Force. Moreover, SAP foreign
ministers and finance ministers have been active in enlisting
Sweden in the war against terrorism by, for instance, pushing for
the EU to tighten its anti-terrorism laws. In a noteworthy case,
Sweden, in collaboration with the c1A, allowed the Americans
to transport individuals from Sweden to Egypt, where they were
tortured.
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In addition, EU membership has served as an important lever
for the normalization of Sweden’s and social democracy’s for-
eign policy. At the same time, EU membership has created huge
disruptions within the sAP. In fact, a clear majority of party sym-
pathizers voted against EU membership in 1994, and when the
2003 referendum overwhelmingly rejected Swedish acceptance
of the euro, it was probably LO’s members, most of whom are so-
cial democrats, who decided the matter. Concurrently, the party
leadership has continued to actively seek closer co-operation
with the EU. Since the Liberal and Conservative parties and, in
particular, the Swedish business community have promoted col-
laboration with the EU, in Sweden the EU has often been made
to appear as an elite project directed against ordinary citizens.
Prime Minister Carlsson’s appearance with Conservative leader
Carl Bildt in the 2004 election campaign and the image of For-
eign Minister Anna Lindh kissing Carl-Henric Svanberg, CEO of
LM Ericsson, on the cheek during the 2003 euro campaign have
come to symbolize this outlook.

As described above, Swedish social democracy has actively
contributed to the use of the EU for economic reforms that move
in a neoliberal direction. sAP leaders have also been powerful
advocates of the rapid ratification of the Treaty of Lisbon and
rejected all proposals to submit it to a referendum. Furthermore,
the party has rejected demands from the trade union movement
regarding union rights — for example, the validity of a collective
agreement before it has been approved.

RADICAL SOCIAL DEMOCRACY:
WHO CAN MAKE IT HAPPEN?

What are the requirements for a new, radical Swedish social
democracy? To take this question to an extreme, one could claim
that Swedish social democracy in the postwar period has had
two allies: first, capitalism, which, in collaboration with a so-
cial democracy that was extremely friendly to business, made a
contribution to the Fordist welfare state, and second, the social
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movements that, sometimes allied with and sometimes opposed
to the sAP, pushed for more radical policies. One must not under-
estimate the importance of the wildcat strikes of the 1970s and
of the new social movements.

Today, capitalism is hardly striving for a welfare state, and
many would claim that the social movements are not visible
enough. The neoliberal breakthrough of the 1980s and 1990s
coincided with a decline in the activities of the social move-
ments following their robust growth in the 1960s and 1970s. The
women’s movement and, to a certain extent, the environmental
movement pulled through the best. The women’s movement
successfully adapted itself to a network-oriented strategy. In par-
ticular, it found an important base in academia where, in recent
decades, gender research has become one of its most vigorous
research areas, and many researchers and students have also
been activists for the cause. However, the feminist movement has
also used its skills to influence public opinion and politics. Prior
to the 1994 election, the threat to launch special women’s lists
played an important role in persuading the established political
parties to increase female representation. At the beginning of the
twenty-first century, most Swedish parties, including the sap,
declared themselves to be “feminist.”

One important reason for this breakthrough also relates
to a significant tradition within the Swedish women’s move-
ment: collaboration across class and party lines. In the matter
of concrete issues such as violence against women, sexual ex-
ploitation, and increased female representation, for example,
conservative women and Christian women have often been able
to co-operate with radical feminists and socialists. The group
Social Democratic Women in Sweden has frequently served as
a bridge builder in such contexts. Sweden is not a gender-equal
country. However, the main reason it always places at the top
of the UN’s rankings for equal opportunity has to do with the
relative strength of the Swedish women’s movement (Ostberg
2005a). Prior to the 2006 election, several leading feminists at-
tempted to launch a women’s party under the leadership of the
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Left Party’s former chairperson, Gudrun Schyman. However,
what came to be known as the Feminist Initiative was, at least
at the onset, a failure. In terms of public opinion, the party
was fighting an uphill battle, which may have also reflected
some degree of social backlash against the feminist movement
in general.

Parts of the environmental movement were institutionalized
in the 1980s by the Green Party, which has been represented in
Parliament since 1994. While it was possible to find echoes of a
discussion between “fundamentalists” and “realists,” the Swedish
Green Party has, on the whole, adapted well to parliamentary
work. In the early years of its existence, the Green Party refused
to join any bloc even though it usually collaborated with the
Left, but today it is part of an electoral pact with the sap and
the Left Party. At the same time, the party holds positions on
privatization, labour laws, and support to small businesses that
are closer to those of the Liberal and Conservative parties. A
symbol-laden sign of the party’s development is its recent re-
versal regarding Sweden’s membership in the EU — from having
opposed the membership on principle, it has moved to no longer
demanding that Sweden withdraw from the union.

Other than this shift of the Green Party, opposition to the EU
has served as a unifying, mobilizing factor on the Left. In both
the referendum on EU membership in 1994 and the one on the
euro in 2003, the representatives of different social movements
collaborated with trade union activists and leftist sympathiz-
ers. The demonstrations at the EU summit in Goteborg in 2001
were among the biggest in recent decades, even though they
left a bitter aftertaste because of the gunfire from the police,
who nearly killed one of the participants, and the harsh prison
sentences meted out to a number of demonstrators. It is obvious
that leading social democrats — in particular, Minister of Justice
Bodstrém — vigorously supported the repressive measures. The
biggest mobilization in recent years was the demonstration pro-
testing the war in Iraq, which brought together more than fifty
thousand participants in Stockholm alone.
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The emergence of the alternative globalization movement in
the early 2000s heralded a revitalization of the social movements
in Sweden, primarily among young people. Social forums still
take place around the country on a regular basis. For a time, Attac
also enjoyed a good deal of attention and support in Sweden.
In contrast to earlier periods, collaboration of these new social
movements with social democracy and the trade union move-
ment has increased enormously. For example, LO has arranged
special summer schools with Attac. Another expression of this
new openness is the Socialist Forum, which ABF (the Workers’
Educational Association) and LO arrange in co-operation with
different leftist organizations (Sérbom and Abrahamsson 2004).

It may be difficult to envision some obvious, collective in-
ternal force that could take charge of revitalizing the radical
movement in Sweden. Many social movements — including the
environmental movement, the women’s movement, the inter-
national solidarity movement, and movements that work against
the deterioration of the welfare state — carry out important work
but without a clear, common focus. The Left Party, whose youth
league was an important radical force several years ago, ex-
pended considerable energy on taking seats in the 2010 election
and therefore avoided taking any controversial stands vis-a-vis
the saPp leadership.

Unlike the violent demonstrations that took place in many
other countries, the protests against the consequences of the fi-
nancial crisis have not been wide-ranging in Sweden in spite of
the fact that large portions of the country’s industry have been
hit hard. More widespread protests have only come from the
traditionally adversarial automobile and mine workers. Within
the sAPp, a growing awareness of the party’s incapacity to draw
upon new ideological approaches is perceptible. Groups of more
radical young social democrats have begun to develop a more
coherent critique of the party’s right-wing leanings. One of their
pamphlets has the very telling title “Soon We Will March With-
out You” (Lundberg and Suhonen 200g).
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POSTSCRIPT: THE 2010 ELECTIONS

In an almost overly explicit way, the outcome of the Swedish
parliamentary elections in September 2010 confirmed the general
theses of this chapter. The elections resulted in a disaster for the
sAP. In the 2006 election, the party had lost power for the first
time since 1994 to the right-wing alliance under the leadership
of the Moderate Party. Its vote sank to 35 percent, the lowest
ever since the right to vote was won in 1921. In 2010 it sank by
another 4 percent to 307 percent. The proposed left-wing coali-
tion with the Left Party and the Greens failed to take power,
receiving 43.6 percent of the vote compared to 49.3 percent for
the right-wing alliance. The Left Party also experienced some
losses while the Greens gained a couple of percentage points. The
Moderates gained more than four percentage points and became
almost as influential as the sap, which generated a totally new
situation in Sweden. The social democrats have definitely lost
their hegemonic position in Swedish politics. Another spectacu-
lar outcome of the election was that Sverige-Demokraterna, a
relatively new anti-immigrant populist party with roots in the
racist movement, received 5.8 percent of the vote and twenty
seats in Parliament. While this resulted in the right-wing gov-
ernment losing its majority, so far the government has received
support from the new party on most sensitive votes. The close
“red-green” co-operation was at least temporarily dissolved after
the elections, and the Greens have shown an interest in reaching
agreements with the government on some questions.

A discussion of the reasons for the social democratic fail-
ure started immediately. Some have claimed that many party
members felt uncomfortable working with the old antagonists
in the Left Party or with the Greens, who are often seen as
anti-growth. Others point to the ability of the right-wing gov-
ernment to handle the economic crises and to the popularity of
Prime Minister Reinfelt. This popularity is in sharp contrast to
the half-hearted support that sap leader Mona Sahlin received
from her own party members.

A central theme in the election campaign was the fight to
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win the middle class. It seems that the social democrats lost
that fight and, at the same time, lost support from the working
class. In 2002 almost 60 percent of the members in LO voted for
the party, whereas in this election only 51 percent did. With
reference to some of the central theses in this chapter, I suggest
two other explanations. First, social democracy is no longer con-
nected to a progressive reform policy aimed at building a strong
public sector under democratic control. Today, its politics are
influenced more by neoliberal ideas than by classical reform-
ism. While the sAP was in power, this policy shift, which began
in the 1990s, contributed to widening the social and economic
cleavages in society. This makes the party less attractive for its
traditional working-class supporters, while voters in the middle
might prefer the original right to the pale copy from the left.
Second, the movement that once simultaneously dominated im-
portant parts of Swedish civil society and governmental offices,
central bureaucracy, and local political administration has faded
away and lost substantial strength and influence. The program
presented by the party in the 2010 election was not attractive
enough to revitalize that movement.

In the wake of the election, sap leader Mona Sahlin was
pressed to resign. Because the new party leader, Hakan Juholt,
was not recruited from the former top party leadership, many
rank-and-file members thought he would be the man to take the
party back to its roots. The policies pursued by the party’s new
leadership have, however, showed few signs of a leftward turn.
Hakan Juholt’s tenure as party leader was short and turbulent.
Partly because of personal shortcomings, partly because of hos-
tility on the part of the traditional central party hierarchy, and
not least because the dominant right-wing daily newspapers
launched an intensive media campaign against him, Juholt was
forced to resign after less than ten months. He was replaced by
Stefan Lofven, the chairman of the Metal Workers Union. Lof-
ven soon declared his support for the party’s move to the right,
accepting the ongoing privatization and deregulation policies
and the controversial tax reforms of the right-wing government.
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THE SOCIAL
DEMOCRATIC PARTY
IN GERMANY

Caught Between the Fall of the
Berlin Wall and the Rise of The Left

INGO SCHMIDT

The development of social democracy in Germany since 1989
can be understood as a series of hopes, disappointments, mis-
understandings, and belated learning processes. In 1989 the
Berlin Wall had just fallen and West Germany’s Social Demo-
crats were looking into the future with confidence. Though they
were as confused as anyone else about the unexpected changes
in the East, they were hoping to win the next federal election,
scheduled for January 1991. During the late 1980s, increasing
numbers of voters had become discontented with the conserva-
tive government of the cpu (Christlich Demokratische Union
Deutschlands, or Christian Democratic Union) and the csu
(Christlich-Soziale Union in Bayern, or Christian Social Union),
which was seen as unwilling or unable to allow the wealth of
the upper classes to trickle down to ordinary people under con-
ditions of robust economic growth. Consequently, polls showed
a negative trend for the conservatives and a positive one for the
Social Democratic Party of Germany (the Sozialdemokratische
Partei Deutschlands, or spD). However, the speedy accession
of East Germany to West Germany’s Federal Republic (FRG),
which led to a federal election in the fall of 1990 that nobody had
foreseen a year earlier, impaired the Social Democrats’ electoral
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prospects drastically. The unexpected disintegration of the state
socialist German Democratic Republic (GDR) turned the pol-
itical tides away from Social Democrats, whose unconditional
commitment to the free world was mistrusted, and toward the
conservatives and their unequivocal dedication to German unity
under the auspices of private property, the European Single Mar-
ket, and camaraderie with NATO. As a result, Social Democratic
hopes for an election victory were disappointed.

The next to be disappointed were the people of East Ger-
many. The industries that they had, at least nominally, owned
under the state socialist regime were taken over by Western
corporations and downsized, their jobs were cut, and the East
German economy became dependent on a constant flow of fis-
cal transfers from West Germany. Disaffection with economic
decline and the new domination by the West turned the Party of
Democratic Socialism (PDs), the successor of GDR’s ruling Social-
ist Unity Party (the Sozialistische Einheitspartei Deutschlands,
or SED), into an important political factor in the East. All across
the country, the short-lived euphoria about German unification
was followed by growing discontent with neoliberalism, which
was slowly but steadily fed by austerity policies and pressures to
increase international competitiveness at the expense of wages,
social spending, and working conditions.

What Marx ([1865] 1986¢, 149) had denounced as a “conserva-
tive motto” in 1865 was still a widely shared consensus in the
1990s: “A fair day’s wage for a fair day’s work.” When more and
more people in East and West Germany felt that shareholders’
profit claims and ceO’s hiring practices denied them fair wages
or access to a fair day’s work, consent for economic and political
conditions became weaker. However, far from following Marx’s
1865 suggestion, the “abolition of the wages system,” they turned
to parties that promised social justice and employment. Those
who were less dependent on the wage system because of their
social status were also seeking electoral alternatives because
the conservatives, who had been in power in (West) Germany
since 1982, looked increasingly self-righteous, arrogant, and
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disconnected from the new challenges of globalization. As a
result, an alliance of Social Democrats and Greens — promising
a new economy, ecological modernization, and a commitment to
civil liberties — won a series of state elections and, eventually,
the federal elections in 1998 (Handl and Jeffery 2001).

As it turned out, though, the rising tide of electoral support
for the spD was based on mutual misunderstandings between
the party and its voters. The former, at least its dominant wing,
thought it would lead the emancipation of its reluctant followers
from the authoritarian rule of employers and welfare state man-
agers to global civil society and a knowledge economy free from
manual and alienated work (Zohlnhéfer 2004). Many among
its voters, however, had a clear sense that access to this society
might be limited to a happy few and therefore voted for the spp,
a party from which they were hoping to get more social security,
justice, and job creation than from the conservatives. Not long
after the 1998 elections, reservations about the promises of global
prosperity outside the confinements of state intervention proved
to be well founded in two respects. First, the NATO-led war
against Yugoslavia in 1999 started a series of wars that clearly
revealed the violent underpinnings of the new global economy,
created a repressive political climate, and diverted resources from
the welfare state to a war economy that had nothing to do with
global civil society. Second, the economic crisis that ended the
dot-com boom in 2001 prompted welfare state retrenchment on a
scale unseen under conservative governments. Domestic attacks
on the welfare state were even more unpopular than the foreign
wars in Yugoslavia and Afghanistan. However, the buildup to the
war on Iraq came with an explosion of anti-war sentiment. By
expressing opposition to this war, Social Democratic chancellor
Gerhard Schréder managed to garner at least enough sympathy
to win a second term in 2002 (Maier and Rattinger 2004). He
couldn’t reverse the Social Democrats fortunes, though. Voters
and members kept fleeing the party in droves. Early elections in
2005 resulted in the sPD becoming the junior partner in a gov-
ernment led by a conservative coalition of the cpu and the csu
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(Wist and Roth 2006). Four years later, the Social Democratic
vote dropped to its lowest level in postwar history, sending the
party back to the opposition benches (Schmidt 2009a). An over-
view of German election history is provided in table 1.

TABLE 1 Election Results in (West) Germany

4
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& ] I3 S ol )
1949 29.2 - - 11.9 31.0 27.9
1953 28.2 - - 9.5 45.2 16.5
1957 31.8 - - 7.7 50.2 10.3
1961 36.2 - - 12.8 45.3 5.7
1965 39.3 - - 9.5 47.3 3.6
1969 42.7 - - 5.8 46.1 5.4
1972 45.8 - - 8.4 44.9 0.9
1976 42.6 - - 7.9 48.6 0.9
1980 42.9 - 1.5 10.6 44.5 0.5
1983 38.2 - 5.6 6.9 48.8 0.5
1987 37.0 - 8.3 9.1 44.3 1.3
1990 33.5 2.4 5.0 11.0 43.8 4.3
1994 36.4 4.4 7.3 6.9 41.4 3.6
1998 40.9 5.1 6.7 6.2 35.1 6.0
2002 38.5 4.0 8.6 7.4 38.5 3.0
2005 34.2 8.7 8.1 9.8 35.2 4.0
2009 23.0 11.9 10.7 14.6 33.8 6.0
May
2010 28.0 11.0 17.0 7.0 32.0 5.0
(Polls)
May
2011 26.0 8.0 22.0 5.0 33.0 6.0

(Polls)

NOTE: Results for the years from 1949 to 1987 are for West Germany; those for
1990 onward are for Germany including the former German Democratic Republic.
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This low point for German social democracy was not the only
remarkable aspect of the 2009 election; the other was that it was
held during the deepest economic crisis since the 1930s. The So-
cial Democratic comeback in the 1990s had happened at a time
when neoliberal globalization seemed unstoppable, and con-
sequently, spD leaders saw the abandonment of any commitment
to the Keynesian welfare state as a necessary adjustment of their
politics to new economic and social realities. This adjustment
caused disappointment among voters when Social Democrats
applied their Third Way policies as governing party in the early
2000s. Yet, the financial and economic crises in 2008—9 were
so deep that everything that had been considered a new and
unchangeable reality a decade earlier was called into question.
What began as a housing crisis in the United States in 2007
turned into financial panic and a global economic downturn in
2008-9; it eventually became a veritable crisis of neoliberalism,
which created rather unexpected opportunities for new political
projects. This includes the possibility for Social Democratic re-
orientation although neither the contours nor the direction of a
social democracy after the Third Way are apparent at this point.

Social Democrats learned the hard way that their electoral
success in the 1990s was not built on the unstoppable rise of new
middle-class constituencies bred by a global knowledge society
but, to a large extent, on a still-existing taste for the welfare state
among working-class voters. These voters, in turn, being more
dependent on the welfare state than others, had to learn that
social democracy had ceased to be a vehicle to satisfy such tastes.
The welfare state wing of the spD, which was increasingly mar-
ginalized inside the party despite having mobilized significant
numbers of voters for the 1998 election, eventually lost many of
its members to the newly formed Electoral Alternative Work and
Social Justice (Wahlalternative Arbeit und Soziale Gerechtig-
keit, or wasG), which in 2007 joined forces with the Party of
Democratic Socialism (Partei des Demokratischen Sozialismus)
to become The Left (Die Linke) (Nachtwey and Spier 2007).
Though this party caters to working-class voters, it is far from
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being a working-class party. Increasing numbers of the work-
ing class abstain from voting, while many others cling, usually
without much conviction, to the SPD or even the conservative
cDU. Under conditions of economic crisis or slow growth, the
spD leadership and many of its cadres abandoned the welfare
state and thus furthered a lingering crisis of representation of
working-class interests. The foundation of The Left is certainly
a contribution to the rearticulation of such interests and, as
such, part of a learning process that seeks to solve this crisis
of working-class politics (Schmidt 2005, 2007). Recent crises
of the world economy and neoliberal politics, though, have al-
ready shown what a difficult process this is. Hopes that The Left
would be the beneficiary of these crises, attracting everybody
discontented with the other parties’ embrace of neoliberalism,
were quickly disappointed. Under the reign of neoliberalism,
The Left was able to attract people who were opposed to it, but
now that this hegemonic political project is itself in crisis and
no longer functions as a negative point of reference. Ironically,
even The Left, as the one party in the German electoral system
that defined itself in opposition to neoliberalism, has to reorient
itself during the current crisis of neoliberalism (Schmidt 2009¢).

GERMAN UNITY:
SOCIAL DEMOCRATIC HOPES DASHED

The late 1980s were a good time for West Germany’s SPD. Long-
lasting conflicts between a corporatist bloc made up of indus-
trialists and organized labour and the agendas of new social
movements, which had been influencing electoral politics since
the Greens began competing for voters in the early 1980s, were
pushed into the background. A new balance among work, life
outside the workplace, and nature gave the impression that the
Social Democrats were more modern than the conservatives
and, unlike the Greens, not focused on a rather narrow set of
ecological and libertarian issues. Moreover, a renewed commit-
ment to policies of détente seemed a better fit for Gorbachev’s
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Soviet Union than the Cold War policies and attitudes that so
deeply penetrated the conservative CDU. As a result, polls indi-
cated that the spD had been able to turn around its downward
trend, which had seen the party go from an all-time high of 45.8
percent of the total vote in 1972 to 37 percent in 1987. The party
seemed to have a good chance of forming a coalition government
with the next election.

Meanwhile, the winds of perestroika and glasnost blew away
the fear of a military confrontation between the Eastern and
Western blocs. In the early 1980s, when the Second Cold War
started, such fears were running high and brought hundreds of
thousands of peace protestors to the streets. Nobody expected
the Eastern or Western blocs to disappear any time soon. Even
staunch anti-communists saw the Soviet Empire as a neces-
sary evil. When the unthinkable implosion of the Eastern bloc
happened, many hoped that the domestic policy menu would
become more versatile. Freed from real or perceived burdens of
the Cold War, pressures on domestic welfare systems, wages,
and working conditions might loosen and even leave room to
live the post-materialist values that figured so prominently in
some middle-class milieus. The Greens and Social Democrats
were all too willing to lend their voices to such widespread
hopes and desires.

However, the moment of hope for a peaceful, socially just,
and ecologically sustainable future didn’t last long. When the
breakup of Eastern state socialism accelerated, the political tide
turned to nationalist sentiment and power politics (Jarausch and
Gransow 1994, chap. 4). Initially, East Germans were just enjoy-
ing the newly gained freedom to go west, but very quickly, they
discovered that access to Western consumer capitalism required
hard currency, which East German jobs didn’t pay. This was the
conservatives’ chance to suggest, instead of a democratization
of East German socialism, the accession of the GDR to the FRG.
Deftly, the conservatives promoted the idea that monetary union
with and accession to the FRG were easily surmountable hurdles
on the way to an Eastern economic miracle (Dale 2006; Jarausch
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1994; Kuechler 1992). All of a sudden, the Social Democrats had
to react to expectations that didn’t revolve around welfare state
protection and post-materialist values but, once again, around
fair wages for a fair day’s work, upgraded with Western norms
of consumption. Eastern euphoria about the coming economic
miracle spilled over to the West; West Germans showed their
hard-earned accomplishments with pride to East Germans, who
still had ahead of them the work-filled road to the mature stage
of mass consumption.

Social Democrats found it hard to grapple with this un-
expected zeitgeist change. The carefully crafted consensus be-
tween welfare-state and post-materialist agendas fell apart, and
the general plea for policies of détente and multilateralism as
opposed to power politics and bloc confrontation lost much of
its relevance in the face of the swift dissolution of the Cold
War order, or so it seemed to many. Instead of pursuing one
common set of policies, the sPD was pulled in different dir-
ections (Chatzoudis 2005). Its frontrunner, Oskar Lafontaine,
warned that the East German economy would collapse under
the competitive pressure of premature economic integration
with West Germany, one of the world’s leading export nations.
He also expressed concern over rising nationalist sentiments
in the process of German unification (Grebing 2007, 228-32).
Soon, both warnings turned out to be well founded. The East
German economy collapsed in the first years after unification
and could only revive as a dependent annex to the West German
economy (Hickel and Priewe 1994). At the same time, a wave of
racist violence and electoral success for far-right parties swept
across the whole country (Lewis 1996). During the euphoria over
unification that had followed the opening of the Berlin Wall,
warnings about economic crisis and a resurgence of national-
ism had mostly been seen as misplaced quibbling. In those days,
Willy Brandt, honorary leader of the spD and former chancellor
of West Germany, had been much more in line with mass senti-
ments than with the candidate for chancellor, Lafontaine. Like
the incumbent conservative chancellor Helmut Kohl, Brandt had
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denounced Lafontaine’s warnings of economic decline and the
dangers of nationalism as petty-minded and an inappropriate
lack of national pride (Walter 2002, 224). Torn apart over the
question of German unity and running a top candidate who
was widely out of touch with the “Let’s go, Germany!” mood of
a majority of voters, the sPD lost the 1990 election. Instead of
reversing their long-lasting downward trend, the Social Demo-
crats scored another low with only 33.5 percent of the total vote.

Particularly disappointing for the sPD were the results in
East Germany, where people voted for the FRG’s Parliament for
the first time. Historically, East Germany had been one of social
democracy’s heartlands. It was there that the famous Eisenach,
Gotha, and Erfurt programs, which were a source of inspiration
and leadership for socialists in many other countries during
the time of the Second International, had been discussed and
passed (see Dowe and Klotzbach 1990, chaps. 9—11). The indus-
trial districts around Berlin, Dresden, and Leipzig had been some
of the organizational centres of the party from its early days
until the Nazis took power in 1933 (Ritter 1990). Yet after twelve
years of Nazi dictatorship and forty years of state socialism, East
Germans, and the blue-collar working class in particular, shied
away from what they saw as social democratic strangers. So-
cial democratic milieus that had developed over decades in the
nineteenth century couldn’t simply be revived after brutal sup-
pression under the Nazis and partial integration into the state
apparatus of socialist GDR.

Thus, one reason for the spD’s electoral defeat in the East
was the demise of social democratic milieus and affiliations.
Another reason was the reservations about German unity that
were expressed by some Western Social Democrats, including
their frontrunner, Lafontaine. To many East Germans, these
reservations, coming from Westerners, smacked of arrogance
and resentment. A third reason was the spD’s organizational
weakness in East Germany. In the fall of 1989, a new Social
Democratic Party of the FRG was founded from scratch (Grebing
2007, 233—37; Grof 1996). It lacked a membership and activist base
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as much as it lacked a strategy to manoeuvre through the muddy
waters of German unification. Joining the West German SpD in
September 1990 (SPD Vorstand 1990), only three months prior
to the election, opened access to resources but couldn’t fix the
problem of the lack of strategy and activists in the East. While
the Social Democrats were anxious not to engage with any of the
parties or institutions of the GDR, which they considered totali-
tarian, the West German cDU proved to be much more flexible.
During the Cold War, the conservatives had always suspected
the sPD to be Moscow’s or East Berlin’s fifth column. However,
West German conservatives’ professed anti-communism did not
prevent them from uniting in 1990 with the East German cpu,
which had supported the GDR regime as a member of the Na-
tional Front for decades. Such a move improved the conservatives’
electoral outlook as they immediately obtained some organiza-
tional capacity in the East. A fourth reason for the spD’s electoral
defeat in 1990 was an unexpected long-term effect of the policies
of détente toward the East (Hofmann 2009). These policies were
very popular in the 1970s when they facilitated travel between
the GDR and the FRG, but after the fall of the Berlin Wall, a fair
number of East Germans saw them as a sign of complicity with
the hated SED (Socialist Unity Party) regime. Such allegations
hurt Social Democrats badly because most of them had built the
policy of détente on a rock-solid basis of anti-communism and
with the intent to corrode state socialism through co-operation
with the capitalist West. Yet hurt feelings don’t win elections.
The spD’s inability to attract more voters in East Germany
was even more painful because the PDs attracted 11.1 percent of
the East German vote from those who were against the winds
of anti-communism that were blowing strong in 1990. Much
support for the PDS came from a cadre of the GDR’s decaying
state apparatus who understood that the transition to capital-
ism meant the loss of jobs and social status for most of them.
However, hardly any East German workers, who at that time still
thought unemployment was just a spectre used by SED propa-
gandists to denounce Western capitalism, voted for the pps. If
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any party could claim to be a workers’ party in East Germany
in 1990, it was the cpu. Ironic though it may seem, 5o percent
of East German workers (compared with only 42 percent of East
Germany'’s total electorate) voted for the cDU, a party that so-
cialists in both the East and West have typically characterized
as representing monopoly capital and political reaction. These
election results illustrate that a problem that had developed
slowly in West Germany’s spD, a growing disconnect from its
original working-class base, plagued East Germany’s PDs right
from the start. In addition, while significant currents in the
spD still sought to cater to working-class constituencies in the
early 1990s, particularly through links with organized labour
(Engholm 1991), links between unions and the pps were all but
absent at that time. West German unions, which were linked to
the spD for more than a century, had just taken over the unions
of former GDR and were seen by many East Germans as another
Western intrusion in the East, where the pDs had its social base
(Arbeiterpolitik 1990; Bormann 1991).

Neither the PDS nor the spD, let alone a coalition of the two,
was able to create a progressive political project by merging
discontent with state socialism in the East, discontent with
neoliberal capitalism in the West, and uncertainty over future
political and economic developments in the face of the crumbling
GDR regime. Instead, the conservative cDU seized the oppor-
tunity to turn different kinds of social discontent into a widely
shared feeling of national community and euphoria about the
prosperity to come. This conservative moment set the stage on
which spD and PDs had to find their roles over the next years.

IN THE SHADOW OF CONSERVATISM, 1990-97

After the election in December 1990, the conservative cbu/csu
formed a government with the much smaller liberal Free Demo-
cratic Party. The coalition government’s main foreign policy
goal was to increase its leverage in international affairs without
alienating its Western allies (Webber 2001). But the government
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also showed its increased will and capacity to pursue its own
interests. Much to the dismay of the British and French gov-
ernments, the Germans unilaterally recognized independence
of Slovenia and Croatia. At the same time, they showed their
continuing commitment to the Western allies by supporting the
Us-led war against Iraq in 1990/91. The same dual strategy was
applied to the EU. On the one hand, the German government
was willing to reconfirm its commitment to the EU by accepting
a common currency, which implied giving up the much-vaunted
Deutschmark. On the other hand, it pushed policy guidelines
through EU negotiations that made the Maastricht Treaty, the
roadmap to European Monetary Union, look like a European
version of the hardline monetarism pursued for many years in
the past by the German Bundesbank (Parsons 2003, chap. 7). The
Germans, expecting to be the first to conquer new markets, also
pushed for the EU membership of Eastern European countries
and accepted the eastward expansion of NATO, a primary goal
of the Americans (Fierke and Wiener 1999).

In the same way that the German government sought more
influence in foreign policies while maintaining long-established
partnerships, Germany’s capitalist class was looking for ways to
expand its power over its domestic working class without con-
fronting organized labour head-on (Thelen 2000). Chances for
success were good because the introduction of the Deutschmark
in the East in 1990 didn’t take into account West Germany’s su-
perior productivity, which was estimated to be four times higher
than that of East Germany. As a result, after German monetary
union, products from the East were much more expensive than
Western imports and were widely seen as inferior in quality.
Rapid deindustrialization sent unemployment rates in East Ger-
many from zero in 1990 (under state-socialism, full employment
had been the norm) to 10.3 percent a year later and to a peak of
21 percent in 1998. With unemployment in the East being twice
as high as in the West and with union memberships dwindling
rapidly in the East and more slowly in the West (Schnabel and
Wagner 2003), employers were able to negotiate a two-tier wage
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system (Arbeiterpolitik 1993). This was a breakthrough in the
sectoral bargaining patterns, which had secured more or less
equal minimum standards within industries throughout the his-
tory of West Germany. Now, employers would use lower wages
in East Germany, combined with the threat of abandoning sec-
toral bargaining completely, as a lever in collective bargaining
in the West.

Contract negotiations between employers and unions were
not the only field in which workers East and West were pitted
against each other in a Germany that was united on capitalist
terms. Another such area was benefits. In 1993 the so-called
unification boom, largely triggered by German monetary union
and one-time government spending, ended in a severe recession.
This was followed by rising unemployment in East and West,
and mediocre growth. Consequently, decreasing revenues and
increased spending of unemployment benefits put pressure on
the welfare state (Hefeker and Wunner 2003). The policy strait-
jacket of the Maastricht Treaty aggravated the ensuing fiscal
crisis. Fiscal transfers from the West were necessary to balance
the higher-than-average unemployment and lower wages in the
East. These uneven economic conditions were regularly used by
West German politicians to grumble about the fiscal drain to the
East, while East German politicians complained about Western
arrogance, dominance, and even colonization.

SOCIAL DEMOCRATIC PROMISES:
GLOBALIZATION WITH A SOCIAL AND
ECOLOGICAL FACE

The cpU had clearly taken a lead in pushing for unification,
designing domestic policies, and redefining Germany’s role in
international affairs. The spD followed this lead: reluctantly
and with the right amount of reservations to keep them dis-
tinguishable from conservatives, Social Democrats accepted the
German and European monetary unions, the prospect of the
Eastern enlargements of EU and NATO, and the possibility that
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German troops would engage in out-of-area missions under a UN
mandate (Dauderstadt 1997; SPD 1991, 1992; SPD Parteitag 1993).

The spD was well known for endless internal debates. The
impression those controversies left on the public was that of a
“talk shop” rather than of a party relentlessly hammering out
political alternatives. The best one could expect from the many
different views and currents within the party was that one of
the suggested strategies might, at some point, match the polit-
ical and economic conditions outside the party. The spD’s rather
passive and observant posture both reflected and reinforced
the subordinate role of social democracy in Germany’s political
system since the late nineteenth century (Klénne 1989, chap. 6;
Luthardt 1978; Pirker 1965). In the FRG, the conservative DU was
often seen as the natural ruling party and the Social Democrats
as the natural opposition. Arguably, this widespread public per-
ception was also, at least to some extent, internalized by many
SPD members, functionaries, and leaders.

It is a long-standing tradition within the SPD to expect a
broadening of its electoral base from social changes and eco-
nomic growth rather than from political mobilization. Attempts
to mobilize its followers beyond the ballot box have been decried
as voluntarism ever since Rosa Luxemburg advocated for mass
strikes in the late nineteenth century. Patient organizing has
been seen as preparation for the moment in which the winds of
change would blow favourably in social democracy’s direction.
And this is exactly what eventually happened. The recession
in 1993 finished off the euphoria of German unity. Disappoint-
ment with the economic miracle that hadn’t materialized, actual
or feared job losses, pressure on wages and benefits, and rising
taxes for decreasing government services all served to diminish
the conservative vote. Moreover, after the SPD won state elec-
tions in Lower Saxony in 1990 and Saxony-Anhalt in 1994, the
conservatives and their liberal allies lost their majority in the
Federal Assembly, which represents the states of the FRG on
the federal level. Although Social Democrats and conservatives
didn’t have major differences, the federal government, led by
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the conservatives, and the Federal Assembly, now dominated
by Social Democrats, ended up in a stalemate. The blame for
this political deadlock was mostly laid at the cpu’s door. Rather
suddenly, the conservatives didn’t look like the guarantors of
stability and reliability, one of their main selling points in the
past, but like a party paralyzed by its arrogance of power and
an apparent inability to adjust to the challenges of globalization.

The vague term globalization had become the major point of
reference for political debates in the 1990s. The Social Democrats
briskly presented themselves, just as the Clinton Democrats had
done in the Us, as moderators of globalization. The SPD promised
support of world market access to the business community and
protection from unfettered market competition to unions and
working-class voters. These rather different, if not antagonistic,
promises were packaged and sold as “The New Middle” (Hom-
bach 1998), a notion that was clearly an adaptation of Tony Blair’s
Third Way (Unger, Wehr, and Schonwélder 1998). It catered to
professional middle classes directly and presented them as the
productive core of the economy, driven neither by unrestrained
greed, like the messengers of shareholder capitalism, nor by an
outdated sense of entitlement that, supposedly, was still preva-
lent among the clientele of the old, redistributive welfare state.
As an alternative to greed at the top and passivity at the bottom
of society, the sPD promised to activate all available human re-
sources for the battle for world market share. Anticipating that
many potential voters would fearfully ask themselves whether
they would qualify for this competitive race, the Social Demo-
crats also promised to transform the redistributive and costly
welfare state of the past into a more efficient European Social
Model (sPD 1998).

These ideas weren’t completely new. Export-led growth had
been accepted as the key to welfare state development since the
spD had turned from reformist socialism to welfare capitalism in
the 1950s. The disillusionment after the euphoria about German
unification, inextricably linked to the cDU, just gave the spD the
opportunity to present itself as the better agent of both world
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market success and moderation of social inequality resulting
from such success. To do so, and to win back working-class voters
whose abstention from the Social Democrats was the key factor
for the conservative victories in 1990 and 1994, the old friendship
with organized labour was reactivated.

In 1995 the leader of the metal workers’ union (1 Metall),
Klaus Zwickel, suggested the formation of a Coalition for Jobs
to the re-elected conservative government and employers’ as-
sociations (Arbeiterpolitik 1996a). His idea was to trade wage
moderation for job creation. Critics within the union movement
said this proposal would confirm the employers’ argument that
the only way to higher employment would be through wage con-
straint. Therefore, the Coalition for Jobs could easily undermine
the unions’ bargaining power. Whatever unionists had to say
about Zwickel’s suggestions, employers at that time considered
unions weak enough to pursue their own agenda without the
need for a corporatist deal. In unison with the government, they
declined Zwickel’s proposal. In return, they declared the days of
social consensus over. This harsh rejection of long-established
corporatist arrangements between organized labour and capital
rang the alarm bells in union halls across the country. In the
summer of 1996, the Confederation of German Trade Unions
(pGB) mobilized 300,000 workers to protest against the conserv-
ative government, their anti-union agenda, and their corporate
friends (Arbeiterpolitik 1996b). Shortly thereafter, and obviously
out of touch with widely shared sentiments among working
people, the government announced drastic cuts in sick pay. These
plans were quickly withdrawn when thousands of metal workers
spontaneously struck against such ideas. The next year saw min-
ers in militant protest against layoffs (Arbeiterpolitik 1997). Such
labour activism was just the visible expression of a groundswell
of discontent and a desire for political change. It was more this
atmosphere than the catchy “New Middle” slogans that earned
the social democrats 40.9 percent of the total vote in 1998 and
allowed them to form a government with the Greens, who won
6.7 percent of the vote (Walter 2002, 247-49).
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THE PDS: IDEOLOGICAL DIVERSITY
IN EAST GERMANY’S PEOPLE’S PARTY

The spD was not the only party benefiting from rising discontent
with the conservatives, and the 1994 election in Saxony-Anhalt
was not just a turning point toward a Social Democratic revival.
The pDs support for a minority SPD government in that state
also marked the PDS’s consolidation as a permanent factor in East
German politics. Compared to the federal election in 1990, when
the PDs was almost unanimously labelled as an untouchable off-
spring of the SED, this was quite a remarkable change. However,
the party’s consolidation in the East went hand in hand with its
continuing marginalization in the West. The majority of West
German workers, employed or unemployed, either stuck with
the spD or, if they were dissatisfied with them, abstained from
elections. Voting for the PDsS was simply not considered an op-
tion. This was even truer for working-class constituencies in the
West who had religious ties to the conservatives.

Repeated attempts by the pDs to gain ground in West Ger-
many therefore failed, and the PDS remained a regional party
in the East. There it developed a multitude of programmatic
currents, from Soviet-style communists to social liberals, and sin-
gle-issue networks. These postmodern worlds of discourse, more
diverse than anything the thoroughly argumentative spp had
ever seen and in starkest contrast to the monolithic SED, were
loosely wrapped around a core of representatives in parliaments
and governments on the municipal, county, and state levels.
These representatives were, and still are, more committed to
the pragmatic administration of various state apparatuses than
to programmatic debate. Of course, their access to state resour-
ces makes this pragmatism a powerful factor within the party.
Nominations for positions in the party or institutions of the state
are often decided in favour of self-styled men and women of ac-
tion who, revealingly enough, can easily outtalk theoreticians
of all sorts. The inconsistencies between various programmatic
circles within the pDs and the widely shared weakness of those
circles in comparison to the pragmatists, with their affiliations to
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the state, correspond with the East’s subordinate role in united
Germany.

Rapid deindustrialization and skyrocketing unemployment
since 1990 has triggered a net flow of fiscal transfers from West
to East (Sell, Greiner, and Maab 1999), which was necessary to
pay for unemployment benefits, public works programs, and
pensions in a region where tax revenue was permanently de-
pressed by economic decline. Further transfers were needed for
public infrastructure investments that were meant to create local
centres of accumulation, without much success, and to attract
foreign direct investments, with slightly better success (Giin-
ther and Gebhardt 2005). The economic result was continuing
dependence on and domination by West German corporations
and taxpayers; these results were mirrored by an inferior role
for East German companies and trade union branches. Not sur-
prisingly, therefore, a feeling of Western domination that was
shared by many East Germans from different social backgrounds
overlaid the formation and representation of working and cap-
italist classes in the East.

The state played as big a role in East Germany as the conflicts
between organized workers and capitalists because it guaran-
teed and managed substantial inflows of money. At its peak,
one-third of incomes earned in the East were generated in and
funnelled from the West. Thus, a redistributive Keynesian-
ism developed between East and West Germany that helped
to stabilize the East economically and socially (Schmidt 2007).
However, Keynes's idea of jump-starting private investment with
public money didn’t work because the terms of German unifica-
tion had turned East Germany into a wasteland in which private
investment was permanently constrained by overcapacities else-
where. Under these conditions, the PDS was, no matter how
many versions of socialism were discussed in its ranks, more an
East German peoples’ party than a socialist organization. As a
regional party, it never gained ground in the West. It was only
after the spD lost much of its welfare state wing because of the
way it handled the economic stagnation from 2001 to 2005 that
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a political organization, the wAsG, developed in the West with
which the pDs could co-operate.

THE REDDISH DECADE: WAR AND AUSTERITY
UNDER SPD LEADERSHIP, 1998-2009

The sPD’s 1998 election victory was largely based on voters’ dis-
content with a conservative government that was increasingly
seen as disconnected from the problems and aspirations of wide
layers in German society, unable to create enough jobs, and un-
willing to provide social protection against the rigours of world
market pressures. Suddenly, notions of globalization — which
had in the past been created and successfully used by capitalists
and their political allies to push through layoffs, wage cuts, and
welfare state retrenchment — produced unintended side effects.
Increasing numbers of people turned against globalization and
the policies that were associated with it. Instead of accepting fur-
ther welfare state retrenchment, they asked for protection against
world market pressures in general and for employment policies
and protection of jobs more specifically. The conservatives had
nothing to offer to match these popular demands, but the Social
Democrats did. They offered global governance and a European
Social Model where political regulations on the global and Euro-
pean levels were meant to tame unfettered world markets and
also to create a framework to balance efficiency and equality. The
stage to implement such regulations was already set by centre-
left governments in other EU countries and in the United States.
Together with his political allies Tony Blair, Bill Clinton, Lionel
Jospin, and Romano Prodi, newly elected Chancellor Schroder
would be strong enough to tighten strings on internationally
mobile capital, or so it seemed (Paterson and Sloam 2006).
However, the idea that after a decade-long transition per-
iod of conservative rule, a global compact between classes and
countries would finally supersede Cold War power politics (SPD
Grundwertekommission 2000; Held 2004) was soon to be chal-
lenged by the centre-left us government. Clinton advanced a
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purely neoliberal design of the World Trade Organization (WTO)
against the protests of unions in the Us and other countries
who were advocating for the adoption of labour standards in
the wTo agreements. He also pushed, against initial reserva-
tions of some of his NATO partners and without a UN mandate,
for a war against Yugoslavia. Now it turned out that significant
forces within the sPD and the Greens, who together formed the
German government in the fall of 1998, were more than willing,
against internal party opposition, to join the US’s new imperial-
ism. Moreover, rifts over the balance between welfare state and
export promotion, carefully plastered over during the election
campaign, resurfaced soon after the election. After the dot-com
boom turned bust in 2001, this question became a turning point
for the spD. The business-oriented wing of the party sidelined
the Keynesian-minded welfare state wing. The long-standing,
and not always peaceful, coexistence between both wings ended.
Attempts to balance the imperatives of capital accumulation
and the interests of the working class, particularly its union-
ized segments, were replaced by a strategy to use corporatism
and a downsized welfare state as tools to improve international
competitiveness. During the election campaign, the sPD’s two
frontrunners — the designated chancellor, Schroder, and the
designated minister of Finance and Economics, Lafontaine —
symbolized the delicate balance between the welfare state and
the business wing of the party. After the inauguration of the
new government, Lafontaine clashed with Schréder and the
Greens because he was unwilling to lower corporate taxes. After
he urged the European Central Bank, which is always ready to
aggressively defend its autonomy, to lower interest rates and also
advocated for tighter regulations of financial markets, the Brit-
ish tabloid The Sun denounced him as “the most dangerous man
in Europe.” On 11 March 1999, only five months into his term
but just before the NATO bombing of Yugoslavia began on 24
March, Lafontaine resigned (Lafontaine 2000, 147—59; Schroder
2007, 107—29). The doors to the Third Way and “humanitarian”
intervention were open.
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Several factors contributed to this rapid transformation of
the spD after it became the governing party of Germany in the
late 1990s. First, the Greens, notwithstanding their roots in the
New Left activism of the 1970s, had developed into a party of
middle-class professionals with hardly any ties to the labour
movement. Their libertarianism was blended with neoliberal
economic policies. Thus, instead of helping to modernize the
welfare state agenda, as the original architects of the “red-green”
alliance had hoped, the Greens pulled the spD toward fiscal
austerity and lower labour standards (Wolf 2007).

Second, the heads of centre-left governments in other coun-
tries were as firmly committed as Schroder to Third Way politics
at home and humanitarian intervention abroad and were equally
willing to confront the welfare state wings within their respect-
ive parties or coalitions. In fact, Romano Prodi lost his majority
in the Italian Parliament in October 1998 — ironically, the month
Schroder was inaugurated in Berlin — because he had unapolo-
getically pushed fiscal austerity to comply with the Maastricht
rules for European Monetary Union (Unger 2001). In another
irony, Prodi was then elected president of the European Commis-
sion on the first day of the war against Yugoslavia. He effectively
used this new position to enforce the Maastricht’s monetarist
guidelines all across the Eu. Schroder, together with his Brit-
ish colleague Blair, prominently committed himself to this new
course in a declaration that was soon known as the “Schroder-
Blair paper” (Schroder and Blair 1999). Only Jospin in France
tried to keep the balance between welfare state and neoliberal
agendas. On the one hand, he introduced a reduced work week
of thirty-five hours; on the other hand, he pushed privatization
like none of his conservative predecessors had done. These latter
measures were enough, though, to lose his governing majority
after one term in office and also to suffer a crushing defeat in
the presidential elections of 2002 (Budgen 2002).

Third, spurred by the hope for change that had developed
prior to the 1998 election, union members in Germany were keen
on making up for years of real wage stagnation and even losses.
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An economic boom that had swelled corporate earnings but
hadn’t trickled down into pay cheques fuelled such aspirations
even further. Under pressure from members’ high expectations,
union leaders negotiated wage increases exceeding, for the first
time in years, inflation plus productivity growth. Corporate lead-
ers, quite correctly, sensed that this bargaining outcome had
become possible because the rank-and-file pressure within the
unions was supported by the government Keynesians around
Lafontaine. Real wage increases, to match productivity increases
over the medium term, were a key plank of their economic plan.
Such ideas, no matter how carefully couched in New Economy
and globalization rhetoric, were clearly at odds with accumula-
tion strategies that essentially aimed at higher profits at the
expense of wages. Already annoyed with Lafontaine’s reserva-
tions about corporate tax cuts, his seemingly detrimental effect
on wage bargaining was the last straw before the business com-
munity pushed massively against him.

The Third Way spD that came out of the factional battle with
its Keynesian welfare state wing enjoyed a short period of grace
between 1999 and 2001. Though the war against Yugoslavia
wasn't very popular, opposition against it was fairly moderate,
especially when compared with the mass protests against the
Iraq war in 2003. Thus, the government could concentrate on
its economic agenda: tax breaks for corporations and private
wealth, along with fiscal austerity, to stimulate private invest-
ment; flexibilization of labour markets to create jobs, particularly
in the low-wage sector; and first steps to replace pay-as-you-go
pensions with private pension funds. The test for the German
version of the New Economy came in 2001, when the turn of an
ordinary business cycle from boom to bust, which New Economy
experts had declared impossible, led to a stock market crash, re-
vealing the whole dot-com, 1T economy as a speculative bubble
rather than an accelerator of productivity growth.

The economy in the Us, home of the New Economy, overcame
the crash quickly and didn’t suffer much from the stock market
crash. This recovery became possible because the government
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and central bank in Washington injected some real money into
the economy and also helped to bloat another speculative bubble
to fire up wealth holders’ propensities to invest and consume.
This didn’t work in Germany. The statute of the European Cen-
tral Bank and the fiscal policy guidelines of the Maastricht
Treaty, whose extension into the Stability and Growth Pact in
1997 the spD had supported, put the brakes on any kind of ex-
pansionary policies. Third Way Social Democrats, just freed of
their Keynesian companions, remained true to their monetarist
principles. They were backed by capitalists who used invest-
ment restraint and subsequent increases in unemployment to
scale up pressure on wages and welfare provisions. Just as the
conservative government had done so many times in the past,
the “red-green” coalition reacted to such pressures with spend-
ing cuts. As a consequence, working-class voters, who had been
crucial to win the election in 1998, exited from Germany’s Third
Way project. Schroder was therefore in serious doubt about his
re-election when George Bush, unexpectedly and unintention-
ally, saved him. While the latter put a coalition together that
was willing to topple the former us ally Saddam Hussein, the
former showed a keen sense for rapidly spreading anti-war senti-
ment in Germany. Without considering troop withdrawal from
Afghanistan or the denial of logistical support for the anti-Hus-
sein forces, he announced that Germany wouldn’t send combat
troops to Irag. This move gained him enough popularity to win
a razor-thin majority, again in alliance with the Greens, in 2002.
However, disappointment among core constituencies didn’t stop
him and his government from continuing their unpopular policy
of welfare state retrenchment. Quite to the contrary, in March
2003 another round of spending cuts and structural changes to
the German welfare state was announced (Schroder 200%).
Whereas the conservatives never moved beyond the rollback
of social standards within a largely unchanged institutional
setting, the Social Democrats now proved themselves to be
dedicated counter-reformists. They broke the links among
work, wages, and unemployment benefits, which had been a

SCHMIDT . The Social Democratic Party in Germany

257



258

cornerstone of Germany'’s welfare state. The role of the wel-
fare state as an automatic stabilizer of aggregate demand was
in fact considered to be just a secondary factor by Third Way
social democracy. Primacy was given to the redefinition of the
productivist consensus around which the German welfare state
was built right from its beginnings in the late nineteenth cen-
tury. According to this view, workers who had worked hard in
the past and were not accountable for the loss of their jobs were
entitled to unemployment benefits calculated on their previous
pay if they demonstrated their willingness to work. In future,
the Schroder government told them, the eligibility period for
this kind of benefit would be reduced from two years to one.
Also, the reduced benefits for which people were eligible after
two years of unemployment and that still had been linked to
previous pay were to be replaced by welfare cheques at a sub-
sistence level calculated by the government after only one year.
Because fear of job loss was running high, Germany in 2003 was
already in its third year of crisis and unemployment rates were
increasing, workers beyond the ranks of the unemployed felt that
this measure could have a severe negative impact on their lives.
Resentment against the Social Democratic government, which
was spreading, turned into mass protest and triggered further
losses of members and voters.

Schroder — proving again, as he had before the 2002 elections,
that his skill in employing smart tactics was better than his
capability for pursuing winning, long-term strategies — under-
stood that the spD was destined for a crushing defeat if approval
rates continued to fall steadily until the next regular elections in
2006. Because he had no idea how to turn this downward trend
around and was unwilling to give up his unpopular policies, he
decided to minimize the loss of votes by calling an early election
in 2005. This move was at least sufficient to avoid a remake of a
coalition between the conservatives (the cpu) and the liberals
(the FDP); it saved a junior role in a cpU-led government for the
Social Democrats (Hillebrand 2005).

The loss of the chancellorship was not the only price the spD
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paid for its abandonment of redistributive social policies and its
reorientation toward Third Way—inspired austerity. The other
was that membership losses, which had begun in earnest in the
early 1990s and weren’t even stopped by the rise in electoral
approval ratings leading up to the 1998 election victory, took a
more organized form when mass protests against government
policies began. Social Democrats who were committed to the
Keynesian welfare state began to organize, first on a local basis
and eventually in the wAsG. This organization, instead of turn-
ing into an independent party running in elections, joined forces
with the PDs in 2007 and formed The Left. Thus, the Social
Democrats’ former welfare state wing found a new home, the
pDS had a chance to reach out into the West, and the spp, which
had never been seriously challenged from the left during its
postwar history, eventually found itself confronting a left-wing
competitor.

THE LEFT: NOT A WORKING-CLASS PARTY

After the PDs consolidated itself in East German state, county,
and municipal parliaments and governments in the mid-199os,
the party was, albeit with ups and downs, on an upward trend.
With voter shares up to 30 percent in some states, it became
the second strongest party, behind either the spp or the cpu,
in several East German states (Behrend 2006; Ko and Hough
2006). However, increasing voter approval didn’t translate into
rising political clout because developments in the East were, and
still are, highly dependent on investment decisions by Western
corporations and public policy on the federal level. To impact the
latter, a regional party from East Germany, which has less than a
quarter of the total population living in the region, needs allies
in the West. As just mentioned, the WASG became such an ally
and allowed the PDs to transform itself, through the accession of
the PDs and the subsequent renaming as The Left, into a political
party with a significant membership and voter base in East and
West (Kroh and Siedler 2008). Continuing disparities, however,
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should not be concealed. One year after its inception, two-thirds
of its 76,000 members still came from East Germany (based on
data from Die Linke, http://die-linke.de). Electoral approval in
the East ranged from 15 percent to 30 percent, whereas it hov-
ered around 5 percent in the West (based on data from pollster
Infratest Dimap, http://www.infratest-dimap.de). Despite these
significant quantitative differences, there can be no doubt that
The Left became a political factor in East and West Germany.
The Left filled the vacuum in West Germany’s political spec-
trum that had opened up when the spp unequivocally turned
toward the Third Way after the resignation of Lafontaine, who
became, together with East Germany’s Lothar Bisky, a chair-
person for The Left (Olsen 2007). The party not only added a
progressive choice to the rather uniform menu of neoliberal par-
ties, which included a number of right-wing alternatives, but
also marked a historical break in the development of the FraG.
From its foundation in 1949 until the emergence of The Left, the
spD had been the only electoral representation of working-class
interests on the left (Schmidt 2009b). The Communist Party
was marginalized in the early 1950s, and in 1956 it was legally
banned. A new communist party, founded in 1968, attracted a
fair number of union and other activists but quickly turned out
to be an electoral failure. The same is true for a number of Mao-
ist parties and a left-wing spD offspring formed in 1982. This
group, the Democratic Socialists, stood in opposition to Helmut
Schmidt, then the spD leader and chancellor, who had turned
from Keynesian demand management to fiscal austerity and
was also a major advocate for NATO plans to install a new gen-
eration of nuclear missiles in West Germany. Only after losing
government power to the conservatives in 1982 did the Keynes-
ian, welfare state—oriented wing raise its voice again within
the spD. The only new party that could establish itself in West
Germany's political system before The Left was the Green Party,
founded in 1980. Most of its first-generation activists came from
the 1970s multitude of Maoist, and a few Trotskyite, groups,
who deserted their self-proclaimed vanguardism in search of a
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mass base. However, these socialist roots dried up quickly and
gave way to a party of middle-class professionals, many of them
advocating libertarian agendas on public payrolls.

After the Social Democrats turned to the Third Way in the
late 1990s, working-class voters, earning less and facing more
job insecurity than those who tended to support the Greens,
were left without much choice. They could vote for either the
cDU or the spD. The former managed to moderate and suppress
class conflict to some degree, on the basis of Christian notions of
reconciliation, while the latter presented the development of the
welfare state as a more secular way to gradually move beyond
such conflict. Faced with this choice, a majority of working-
class voters voted for welfare state protection rather than God’s
blessings, although it should also be mentioned that the con-
servatives always had, and still have, a certain working-class
following. Nevertheless, it is fair to say that, from the heyday
of the Keynesian welfare state to its Third Way turn, the spD
was the party of the West German working class. However,
this didn’t make it a working-class party. Because its core con-
stituencies of skilled manufacturing workers never sufficed to
win elections, the spD, which even in its early days had been
more a party of parliamentary reform than of socialist revolu-
tion, sought to win non-proletarian voters beginning in the
mid-1950s. During the postwar boom, it was quite successful in
attracting rising numbers of white-collar workers and even some
managers and industrialists. Though the latter were few, they
played an important role in advocating for and implementing
corporatist relations within companies and the state. However,
the analogous growth of the Social Democratic electorate and
welfare state expansion stopped at the same time as the postwar
boom turned to significantly slower growth in the 1970s.

After that slowdown, white and blue collars drifted apart and
the spD found it ever more difficult to moderate between those
who wanted welfare state protection and those who wanted to
be protected from the state’s tax collectors. This parting of ways
led to the rollback of Keynesianism and social reform within
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the party and their final replacement by purely middle-class-
oriented Third Way policies. But the turn from long boom to
slow growth was not the only reason for the transformation
of the spD. Another was its complete ignorance with regard to
transformations within the working class. Past images of the
working class as an assembly of skilled factory workers were so
powerful —and were reinforced through the organizing practices
of West Germany’s industrial unions — that workers who didn’t
fit into this picture were never targeted as potential voters. Even
worse, in an attempt to keep together the corporatist alliance
between skilled workers, engineers, and managers, carefully
crafted during the heyday of the postwar boom and welfare
state expansion, growing numbers of unskilled or ostensibly un-
productive workers were repudiated. Thus, the sPD represented
mostly the higher strata of the working class. Transformations
that changed the composition of the working class as a whole
were by no means reflected in the organizing and campaigning
strategies of the sPD.

After its mutation into a Third Way party, the spD largely
abandoned potential working-class voters of all kinds and ac-
cepted the fact that without such votes, its electoral success was
limited. Fewer workers than ever were now represented by the
political system. In this regard, workers whose standard employ-
ment contracts and entitlements to social benefits had integrated
them into the political system and the welfare state in the past
increasingly joined the political abstention that has always been
prevalent among different kinds of non-standard workers. The
lack of representation was now shared across different layers of
the working class. Though The Left has attracted some workers
who are dissatisfied with the spp (Hildebrandt 2010), it is far
from breaking the trend toward the non-representation of the
working class in the political system that is clearly reflected in
increasing abstention from the ballot box. The gap between votes
for The Left and a professed desire for political alternatives that
are geared toward social security and job creation is still very
large. The difficulties in filling this gap are twofold.
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First, within The Left there is, as there was within the pDs,
a pragmatist wing, and, in ideological terms, it is actually not
far from Third Way social democracy: both share a deep com-
mitment to market imperatives and suspicion vis-a-vis public
deficits. Thus, the conflict between a Keynesian welfare state
orientation and the Third Way that tore the spD apart in the
past now bedevils The Left. It may not be as apparent as it was in
the sPD because The Left’s pragmatists are more centred around
and dependent on the state apparatus whereas the Social Demo-
cratic Third Wayers were more focused on the upper echelons in
private companies. The pragmatists’ state-centeredness doesn’t
make them Keynesians, though. To the contrary, because their
power depends on their role in the allocation of state money,
they are particularly concerned about Keynesian policies that
might eventually lead to deep spending cuts, which, in turn,
would reduce their own political leverage. However, the Keynes-
ian wing of The Left has a strong base within Germany’s two
largest unions, 16 Metall and the service sector union Verdi. One
organizes mostly workers in export-oriented industries and is
thus, to some degree at least, committed to international com-
petitiveness. The other represents mostly public sector workers
and is as afraid of Keynesianism, with its supposedly excessive
deficits and subsequent spending cuts, as are the pragmatists in
the party. Therefore, the Keynesianism of The Left is stronger in
words than it is in substance.

Second, whatever the weight of the Keynesians within The
Left may be, the party has also to decide whether it wants to be
a party of protest or of government. Coalitions with the spp on
the state level, in Mecklenburg Western Pomerania from 1998 to
2006 and in Berlin from 2001 to 2011, indicate that The Left, play-
ing a subordinate role in government, has lost substantial appeal
as a progressive alternative. However, in order to build its power
as a protest party with the prospect of taking over government
positions sometime in the future, and based on a largely extended
social basis, it has to develop a political project that doesn’t rely
solely on the rejection of current economic and social conditions
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but also suggests concrete steps to change these conditions. At
this point, The Left is programmatically torn between the desire
to reinvent a true social democracy, applying Keynesian policies
to build a welfare state, and various abstract utopias, mixing so-
cialism, libertarianism, and earth friendliness in different ways.
For good reasons, many members and potential voters consider
the first option an impossible return to the future and the second
option alternative ways to nowhere. The Left faces the enormous
challenge of bridging the gap between the unrepresented, vaguely
articulated interests of masses of workers and crafting an alterna-
tive that transcends the current stalemate among pragmatism,
concrete utopias of the past, and abstract utopias of the futuree.

SOCIAL DEMOCRATS, THE LEFT,
AND THE GREAT RECESSION

Before the Great Recession, it seemed as if neoliberal capitalism
had established itself as a relatively stable model of accumulation
in the rich countries (Boyer 2000). This was certainly the view
of a new generation of spD leaders who worked hard to fit the
party into those new economic and social realities (Walter 2010).
Voters who were discontented with social democracy’s neolib-
eral turn eventually had the opportunity to cast their ballots for
The Left. That party was still a long way from representing the
working class under the reign of neoliberal capitalism in ways
comparable to the SPD’s representation of working-class interests
during the era of the Keynesian welfare state; many of its leaders
weren't even convinced that they should aim for such representa-
tion. But at least one could expect that continued accumulation
of capital and inequality would produce ever-increasing numbers
of people who were receptive to alternatives to neoliberalism,
and The Left was waiting for them. When the Great Recession
began to unfold, many inside and outside the party were ex-
pecting the Left Party support to grow dramatically. After all,
had The Left not been the only voice in electoral politics that
had spoken out against neoliberalism, which was now entering a
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severe crisis? Yet the party was unable to increase its support in
polls and elections beyond the level it had reached immediately
after its founding in the pre-crisis year 2007. Somewhat surpris-
ingly, even the Social Democrats — although they had embraced
neoliberalism just a few years earlier — presented themselves as
defenders of a more just and stable variety of capitalism as soon
as the crisis hit. Faced with financial panic and a sharp economic
downturn, and still in government as the conservatives’ junior
partner, Social Democratic leaders adopted an anti-neoliberal
rhetoric that almost made them sound like spokespersons from
The Left. Yet while The Left couldn’t win support through the
crisis, the sPD actually lost even more support than before the
crisis. The 23 percent of the total vote the party received in the
September 2009 elections was even lower than the 29.2 percent
it had received in its first postwar electoral performance in 1949.
After a decade in office, first as leader of a “red-green” coalition
and later as the cDU’s junior partner, the Social Democrats were
back in opposition (Albrecht 2009).

Since the end of the Cold War, neoliberalism had been a point
of reference; one could adopt this political project like Third Way
Social Democrats had or reject it like The Left had. Because the
financial and economic crisis of 2008—9 was so deep, earning
it the title “Great Recession,” policy makers around the world
opened the floodgates of central bank liquidity, bailout money
for failed banks, and fiscal stimulus to such a degree that neo-
liberal principles were easily swept away. Some economists saw
Keynes making a comeback (Skidelsky 2009), and some people
in the spD, The Left, and the broader, non-partisan Left, thought
this would create an opening for something like a twenty-first-
century Keynesian welfare state. However, the short moment
of large-scale government and central bank intervention and
subsequent explosions of public deficits also saw a radicalization
of neoliberalism. After the economic crisis had been transformed
into a fiscal crisis of the state, neoliberals began pressing for aus-
terity harder than at any time since their monetarist offensive
in the late 1970s. Whether this is a last effort before its eventual
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demise or the beginning of a renewed neoliberal hegemony is,
at this point, still undecided; that will depend on the strategies,
mobilizations, and conflicts in which different social actors, far
beyond electoral politics, will engage. The Social Democrats
could use this change to reinvent themselves after the Third
Way turned out to be such a dismal dead end. The Left has the
opportunity to expand its political clout by transforming itself
from a party whose widely different currents are only united in
their opposition to neoliberalism into a force that develops and
struggles for actual alternatives (Thompson 2009).

In terms of electoral arithmetic, the chances for a left turn
in Germany are actually very good. The push from corporate
Germany and its allied media and think tanks has thrown the
conservative-liberal coalition government into a deep crisis. In
the aftermath of the Great Recession, the conservatives are facing
the same problems the spD had after the 2001 recession. Under
capital’s pressure to cut taxes for the rich and social spending
for the poor, the cpu is losing support from the working class.
Even middle-class voters, who supported neoliberalism as long
as they were, or believed they were, on the winners’ side, are
now deserting the conservatives because they live in fear that
the next round of neoliberal policies will restructure them into
losers. Fear among the middle class has had an even stronger
impact on the liberals. While still under the immediate impact
of the Great Recession, the liberals (the Free Democratic Party)
scored its best result ever, 14.6 percent of the total vote, in the
September 2009 election. Many voters saw the tax cuts that
the party had promised during the election campaign as the
only way to maintain their middle-class status. Half a year later,
they realized that tax cuts were either totally off the agenda or
reserved for the truly rich. As a result, support for the liber-
als plummeted by more than half, bringing them dangerously
close to the 5 percent threshold that parties have to pass to win
seats in Parliament. As a result of dwindling support for the
conservatives and liberals, the spD and The Left, together with
the Greens, have an absolute majority in the polls. Yet this shift
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does not necessarily indicate a shift toward a social democratic
or even socialist alternative to neoliberalism. The main bene-
ficiary of discontent with the conservative-liberal government
is the Green Party with its strange brew of libertarianism and
neoliberalism. Should the Greens be more successful in meeting
middle-class voters’ expectations than the liberals, they will
have to pursue politics that would make it very difficult, if not
totally impossible, to be part of an alternative project that could
supersede neoliberalism. However, as part of such a project, they
wouldn’t be able to serve their middle-class supporters. Fear
among the middle class, and volatile voter behaviour resulting
from it, along with the continued crisis of working-class rep-
resentation are the initial conditions under which an alternative
to the neoliberal bloc could be built. The desire for such an al-
ternative is clearly there, but whether it will find programmatic
and organizational expressions to turn it into a viable political
force is an open question.

CONCLUSION

Common explanations for the early 1980s shift from social demo-
cratic to conservative governments in Germany and many other
countries have referred to changes in social and economic struc-
ture that, supposedly, undermined the electoral basis of social
democratic parties (Piven 1992; Pontusson 1995) as much as the
regulatory capacities of social democratic governments (Scharpf
1991). These explanations suggest that, even if blue-collar work-
ers were to keep on voting for social democracy as they did in
the past, their declining numbers would make it difficult to win
social democratic majorities. But should the unexpected hap-
pen, the hands of social democratic governments would be tied
by the threat of capital flight. Unlike in the past, the argument
goes, higher wages and taxes, two of the economic main pillars
of expanding welfare states, couldn’t be enforced against the
will of mobile capital, which would relocate to low-wage and
low-tax areas.
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Building on this set of arguments, social democratic strat-
egists began to advocate for a shift from class-based politics to
voter mobilization through appeals to libertarian values in the
late 1980s (Kitschelt 1994). The sociology underpinning this stra-
tegic advice implied that increasing numbers of well-educated
employees in the service sector would be more interested in
personal lifestyle choices than in the redistribution of income
that was identified as the main concern of blue-collar workers.
The shift from income redistribution to libertarian values also
had the advantage of avoiding conflict with capital’s increased
taste for lower taxes and lower wages. At the same time, service
employees wouldn't be affected by capital’s new economic agenda
because their income would be determined by human capital
and not by union bargaining or welfare state programs. The
electoral success of Third Way social democracy in the late 1990s
could be seen as confirmation of the reorientation from a blue-
collar base and redistributive politics toward quasi-professionals
and service sector professionals, and an appeal to libertarianism
(Merkel 2008).

Such an interpretation, however, fails to explain why the
success of libertarian social democracy did not endure for long.
If it were true that social and economic transformations from
nationally regulated industrial economies to a global service
or knowledge society was the basis for the social democratic
comeback in the 1990s, one would assume that, based on these
trends, a whole new era of social democratic hegemony had just
begun. This is clearly not the case. Social democracy’s sudden
resurgence was quickly followed by an equally sudden decline.
These gyrations can’t be explained with the gradual but steady
changes from manufacturing industries to services and from
national economies to an integrated global economy.

The German experience suggests that social democracy’s elec-
toral fortunes can be explained more consistently by economic
cycles and changes in world politics. More specifically, the Ger-
man Social Democrats had electoral success when they appeared
as agents of economic modernization and social justice. During
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the New Economy boom of the 1990s, profit growth outpaced job
creation and wages so that increasing numbers of working-class
voters were asking for what they considered their fair share of
economic prosperity. These voters saw the sDP as the party of
employment growth and a fair distribution of incomes. More-
over, for their wholehearted support of technological innovation,
the Social Democrats won support from voters of different class
backgrounds. The hope for permanent prosperity tied this cross-
class coalition of voters together. However, economic growth on
the one hand and a desire for social justice and innovation on
the other do not automatically lead to social democratic election
victories. The late 1980s witnessed this same combination of
factors that led social democracy to electoral success in 1998. In
1990, though, the Social Democrats were defeated because the
unexpected accession of the GDR to the FRG was accompanied
by a wave of nationalism that easily swept aside notions of social
justice and innovation. It didn’t matter how much Social Demo-
crats had bowed to the national flag in the past; if nationalism
runs high, the conservatives win the day.

However, times of economic crisis lead to Social Democratic
decline, as elections, membership numbers, and approval rates
following the downturns in 2001 and 2009 clearly showed. At-
tempts to square social justice and innovation, notions around
which cross-class support at the ballot box has been built, col-
lide with capital’s quest to consolidate profits at the expense
of wages and the welfare state. Eventually, Social Democrats
lose on all fronts: working-class voters feel they don’t get the
social protection they want, capital thinks it doesn’t get enough
working-class rollback, and middle-class voters are afraid they
will be squished between the tax burden of the welfare state and
political support for big corporations. From Social Democratic
experiences during economic crisis, it can be concluded that
cross-class alliances are not the way out of structural decline
caused by a permanently shrinking blue-collar base, but a way
toward electoral failure.

One of the ironies of social democracy’s experience after the
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Cold War is that the GDR’s former ruling party found a new
role as the organized expression of economic decline and social
degradation in post-unification East Germany. When disappoint-
ment about social democracy grew after the 2001 crisis, this
party, transformed from ruling party of a sovereign nation state
to regional opposition party within a state, served as an organ-
izational platform around which disenchanted Social Democrats
could coalesce. The Left that came out of these organizational
efforts can try to reinvent social democracy as a political force
trying to build cross-class alliances whose common denominator
is the wish for economic growth. Alternatively, The Left can
draw lessons from social democracy’s failed reliance on growth
and cross-class support, and try to reinvent working-class pol-
itics. Such politics would not prioritize the mobilization of the
current electorate but would contribute to the remaking of a
working class that, at present, has neither a voice in Parliament
nor much mobilizing power in the workplace or on the street.
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THE QUEBEC TURN

ROGER RASHI

The 2 May 2011 Canadian federal election was a watershed event
in Québec politics. Canada’s social democratic party, the New
Democratic Party (NDP), swept the province, gaining 8o per-
cent of the federal seats and consigning the sovereigntist Bloc
Québécois to also-ran status with a mere handful of seats. Prior
to 2011, the Bloc, acting in effect as the nationalist Parti Qué-
bécois’s federal wing, had garnered a majority of Québec seats
in six consecutive federal elections. The unexpected result in
the 2011 election both revealed and amplified the crisis in the
ranks of the nationalist Bloc, leading many commentators in
English Canada to conclude that the Québec National Ques-
tion, for so many years an insurmountable stumbling block for
the NDp, had lost its mobilizing potential. However, the NDP’s
long-term success is far from assured. Its victory on 2 May is
fragile, the electorate is highly volatile, and the National Ques-
tion, while less prominent than it once was, is still a significant
factor. Furthermore, other left alternatives are gaining influence,
especially the social movement—oriented and pro-independence
Québec Solidaire.
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AN EMERGING LEFT-RIGHT AXIS

The social and ideological foundations for progressive politics
are quite strong in Québec. At 40 percent, the province has the
highest trade union density of any jurisdiction in North America
(Statistics Canada 2009, table 1).! Québec’s unions are on the
defensive but are still capable of large mobilizations when the
need arises, as shown by the April 2010 public sector’s demon-
stration that brought 75,000 people into the streets of Montreal.
Furthermore, the province’s social movements (focused on anti-
poverty, housing, women, the environment, and students) are
active, vocal, and influential. Public opinion, perhaps more than
anywhere else on the continent, is favourable to public and state
intervention in the economy. As a result, classical neoliberal
policies are unpopular, as attested by the persistently weak vote
for the Stephen Harper-led federal Conservative Party. It is sig-
nificant as well that anti-war sentiment is more widespread in
Québec than in any other province. Québecers have, for example,
expressed strong opposition to Canada’s involvement in the Us-
led war effort in Afghanistan.

Québec constitutes perhaps the ultimate paradox for social
democracy in North America. Nowhere else on the continent
does one find more favourable conditions for the flourishing of
a social democratic party, yet no meaningful formation of that
type existed in the province until the 2 May 2011 federal elec-
tion. On that fateful day, the federal New Democratic Party, led
by the late Jack Layton, won fifty-nine of Québec’s seventy-five
federal seats with a 43 percent share of the popular vote in the
province. At the outset of the election campaign, the NDp had

1 For the sake of comparison, union density in Ontario, BC, and Canada stands
at28.1, 30.6, and 31.6 percent, respectively. In the USs, the average union density
is a paltry 13.6 percent, with the state of New York leading at 27.2 percent.
Other heavily industrialized states — such as Michigan, Illinois, New Jersey,
Ohio, Pennsylvania, and California — stand between 15 percent and 19 per-
cent. With a rate of 40 percent, Québec easily outranks all other industrial
regions in North America.
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only one federal MP in the province — Thomas Mulcair, in the
riding of Outremont — and, according to opinion polls, enjoyed
the support of about 20 percent of the public. This was, in fact,
the highest level of support and representation the NDP had ever
attained in Québec. The 2 May result was a thunderbolt that
shook up the Québec political scene and propelled the NDP to
Official Opposition status in Ottawa, with a caucus dominated
by Québec MPs. Overnight, it changed the profile of the NDP.
However, the party’s organizational roots in Québec are ex-
tremely thin, and it remains to be seen whether this unexpected
result will lead to a permanent and solid NDP presence in the
province or will turn out to be a flash in the pan.

The main loser on election night was without a doubt the
Bloc Québécois (8Q). With polls on the eve of the election cam-
paign giving it a 40 percent share of the vote and a 20 percent
lead on the rest of the field, the Bloc was expected to sweep the
province, thereby laying the foundation for a Parti Québécois
(PQ) victory in the next provincial election. Instead, it sank to
23 percent of the popular vote and held on to a mere four of the
forty-nine seats it had won in the 2008 election. The BQ’s re-
sounding defeat shocked the nationalist camp. Within a month
of the 2 May debacle, the long-simmering crisis in the pQ broke
out into the open as five members of the provincial legislature
quit the party, accusing it of having lost both its focus on Québec
sovereignty and its social democratic principles. Open dissent
with the leadership continued unabated in the parliamentary
caucus, and talk was rife of an attempt to unseat Pauline Marois,
the much-weakened party leader. Overnight, the pQ, which had
been leading in the polls against the scandal-prone and highly
unpopular provincial Liberal Party, fell to second place. Even
worse, a right-leaning political movement with a vaguely au-
tonomist platform, led by former PQ minister Frangois Legault,
was by late fall leading in the polls and attracting support from
both former Liberal and pQ voters (Corbeil 2011). At the end of
2011, the PQ was thus mired in a deep crisis, losing support on

both its left and right flanks.
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For four decades, the Parti Québécois, with its social demo-
cratic rhetoric, seemed to have a stranglehold on progressive
voters. However, this hold has waned throughout the first decade
of the twenty-first century. The party’s adoption of neoliberal
policies during its years in government from 1994 to 2003,
coupled with continued attempts to lure nationalist conserva-
tive voters in an effort to regain power, has repulsed many of
its left-leaning supporters. The space to the left of the PQ is now
in the process of being filled by Québec Solidaire, a New Left—
type party with its roots in the anti-globalization movements of
the late 1990s and early twenty-first century. This young party,
sporting an anti-capitalist and pro-Québec independence pro-
gram, is now credited with 14 percent of the vote provincially
(croP Opinion Poll, October 2011).

Many commentators, among them the highly respected soci-
ologist Pierre Drouilly, and political scientist Jean-Harman Guay,
have correctly noted that a major realignment of political forces
is underway in Québec (Drouilly 2008, Guay 2011). For decades,
the political scene was dominated by a federalist-sovereigntist
axis that pitted the federal and provincial Liberal parties against
the Parti Québécois and the Bloc Québécois. However, the crisis
in the nationalist camp has been mirrored by an equally severe
crisis in the rival camp. The federal Liberals have been griev-
ously affected by the aftermath of the 2005 sponsorship scandal,
while the provincial Liberals are reaching record levels of un-
popularity. The federalist and sovereigntist blocs are no longer
hegemonic, and new forces are emerging. From this fractured
political scene, a left-right divide is emerging in Québec.

This major realignment of political forces in Québec is creat-
ing an opening on the left of the political spectrum. But which
left will rise to fill this void? Will it be a mainstream, Third Way
social democracy, drawing sustenance from the NDP’s success on
the federal scene, or a grassroots left coalescing around Québec
Solidaire’s social movement—oriented strategy? Currently, these
two paths are being pursued on different levels, one on the fed-
eral scene and the other on the provincial, but in the present
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fluid state of political realignments in Québec, some overlap
between these two cannot be excluded.

THE NDP’S QUEBEC SUCCESS:
A HISTORIC BREAKTHROUGH?

The massive success of the NDP in the 2011 federal election
should not obscure the fact that it rests on an extremely weak
organizational basis in Québec. While the fifty-nine federal seats
gathered in the province represent close to 60 percent of the
NDP caucus in Ottawa, its membership in the province was still
a mere 2 percent of the total party membership four months
after the election (Olivier 2011). Furthermore, prior to the May
2011 election, only a handful of ridings had local party chapters.
In many areas of the province, the NDP was simply absent or, at
best, operated through regional committees. In contrast to other
areas in Canada, the NDP had no support from organized labour,
and none of Québec’s influential social movements endorsed the
party. Most of the victorious candidates, with the notable excep-
tion of Mulcair and four or five others, were stand-ins, who had
little if any roots in the community. In many cases, they did not
even campaign locally. In short, in Québec the NDP is a top-
heavy party with no solid organizational roots.

The main factor behind the NDP’s surge in Québec was the
voters’ strong rejection of the federal Conservative Party. What
was new was that this discontent was expressed in massive
voting for a party that had been unable to engineer any kind
of success in the French-speaking province for fifty years. The
popularity of Jack Layton, which owed much to his ability to
communicate in French, and a campaign cleverly pitched to
“working families” partially explain this result. Another fac-
tor is the loss of traction of the traditional nationalist appeal
to uphold “Québec rights” above all other social considerations,
although it’s important to keep in mind that, according to a June
2011 Léger Marketing poll, close to 40 percent of NDP voters in
Québec still support sovereignty. In addition, many have little
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or no knowledge of the party’s platform or history. In a context
of ongoing political realignment and high electoral volatility, a
repetition of the 2 May result four or five years from now is far
from a foregone conclusion for the NDP.

Not surprisingly, consolidating its breakthrough is presently
the NDP’s main objective in Québec. Two strategies are possible.
The one championed by Mulcair and supported by a number of
Québec caucus members is to keep to the political mainstream
and avoid too close a relationship with organized labour or the
social movements. The unavowed goal of this strategy is to sy-
phon off federal Liberal organizers and supporters in order to
build the party from above. The other possible strategy — put
forward by trade unionist Alexandre Boulerice, a CUPE staff rep
newly elected in the Montreal riding of Rosemont — is to build
the party from below by strengthening the party’s links with
labour and the social movements while keeping a strong focus
on defending Québec’s national rights, including the right to
self-determination.

Needless to say, the party seems to be tilting toward Mulcair’s
strategy since it dovetails quite nicely with its own trajectory as
a tame social democratic formation. But it must tread carefully
since too overt an appeal to former Liberal supporters could
easily backfire in Québec. Mulcair’s notoriety is also a double-
edged sword. As a former provincial Liberal minister from 2003
to 2006, he brought instant credibility to the NDP, but he is also
viewed with suspicion by many left-wing activists. His reputa-
tion as a staunch federalist and determined opponent of Québec
independence does not sit well with more nationalist voters.

As for Boulerice, an increasingly influential voice in the cau-
cus, his identification with labour and militant resistance to
the Harper Conservatives is definitely an asset. His refusal to
cave in to public pressure from English-Canadian media and
renounce his membership in Québec Solidaire (as interim NDP
caucus leader Nycole Turmel was forced to do in August 2011) has
won him considerable respect among activists. However, he was
forced by the party leadership to backtrack on the Palestinian
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issue and withdraw his very public support for the “Canadian
boat to Gaza” initiative. He has also remained silent on some er-
rors committed by party leaders with regard to matters sensitive
to Québecers, one example being the unexplained acceptance of
a unilingual Supreme Court judge named to the bench by the
Tory government.

At this stage, the balance of forces within the party is far
from favourable to a “grassroots left” strategy. At best, this strat-
egy might coexist with a more dominant “social democracy from
above” approach. But the fundamental question remains: Will
the NDP be able to navigate the treacherous waters ahead in
Québec and consolidate the 2 May breakthrough? The shoals are
obvious. As a party, the NDP is out of sync with the militancy
of Québec’s social movements. It also takes a highly ambiguous
stand on the Québec National Question. Even though, at Jack
Layton’s urging, the party did recognize Québec’s right to self-
determination in 2003, it then proceeded to back away from
any move to exercise that right and dropped any mention of
the issue in its 2008 and 2011 election platforms. The late Jack
Layton was very adept at navigating the treacherous waters of
Québec. His background as a social activist and his public sup-
port for the right to self-determination gave him considerable
leeway in the province. But that might not be the case with his
successor Mulcair.

QUEBEC SOLIDAIRE:
A NEW PHENOMENON IN QUEBEC

In contrast to the NDP’s top-heavy, “social democracy from above”
strategy, Québec Solidaire (Qs) represents a much more “grass-
roots left” approach. It is the first political formation with a mod-
icum of electoral success in Québec to arise from outside the
political establishment. Its founders have come exclusively from
the social movements and left-wing organizations.

The genesis of Qs is intimately linked to the rise of the anti-
globlalization movement after 2000. The first few years of this
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decade witnessed major extra-parliamentary mobilizations in
Québec. The forerunners of Qs, the UFP (Union des forces pro-
gressistes) and Option Citoyenne, were founded in 2002 and
2003, respectively, with the explicit purpose of giving this ris-
ing social movement a political voice. Thus, in February 2006,
when UFP and Option Citoyenne merged into a unified political
party with six thousand paying members, Qs defined itself in its
founding statement as “anti-globalization, feminist, ecological,
anti-war, and left-wing” (Québec Solidaire 2006). Its member-
ship, drawn extensively from these mass movements, is a mix
of young activists, more mature community and labour activists,
and far-left activists acting openly as “recognized collectives”
(akin to recognized tendencies) within the party.?

Following the election of its first and only parliamentarian
in December 2008, Qs has steadily risen in the polls. By October
2011 it was credited with 14 percent support, roughly three times
that of 2008. Representing the Montreal area riding of Mercier
in the National Assembly, Amir Khadir has won plaudits from
many observers and, more importantly, from the public for his
performance both in and out of Parliament. As Léger Marketing
polls released in December 2010 and in June 2011 confirm, Khadir
is a highly popular personality in Québec, who plays a key role
in many of the political debates agitating the province.

Some analysts have attempted to cast Qs as a Québec variant
of the NDP, but that is definitely not the case. The new party has
integrated the main demands of the social movements into its
platform, along with a strong call for increased public ownership
in natural resources, clean energy production, pharmaceuticals,

2 In June 2007, Québec Solidaire granted the status of “recognized collectives
within the party” to Gauche Socialiste, an affiliate of the Fourth International,
and to Masse Critique, an anti-capitalist and eco-socialist collective, to which I
belong. Also recognized at that time was Socialisme International. Since then,
three more collectives have been recognized by Qs: the Parti Communiste du
Québec, Le Collectif pour la Décroissance (a zero-growth radical-ecology col-
lective), and Le Groupe Marxiste International.
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and public transports. At its March 2011 convention, Qs moved
toward explicit anti-capitalism, calling for the eventual social-
ization of economic activities based on “national and democratic
planning of large-scale nationalized enterprises,” “a greater role
for social economy (cooperatives and community-owned firms)”

” o«

and a “regulated private sector comprised of small and medium
firms” (Québec Solidaire 2011, 4—7). On the National Question,
Qs believes that national and social emancipation must be linked
in a joint struggle for a non-capitalist and independent Québec.
It has put forth a call for the election of a Québec constituent as-
sembly to discuss and democratically determine the constitution
of the future sovereign country.

After granting an inordinate amount of attention to electoral
work in its first two years, courtesy of back-to-back Québec gen-
eral elections in 2007 and 2008, Qs is now actively supporting
and participating in the rising social and labour battles erupting
daily in the province. Thus, in its program and practice, the new
party is well to the left of any Western social democratic party,
including the meek and mild NDP. As I have argued elsewhere
(Rashi 2010), Qs can be more properly understood as a New
Left formation similar to those that have appeared in several
European countries (Germany, France, Portugal, and Denmark)
during the past decade.

THE PQ: A NATIONALIST PARTY WITH
A SOCIAL DEMOCRATIC VENEER

Mired in a deep crisis and facing a historic decline, it is easy to
dismiss the Parti Québécois as a spent force. However, a cursory
look at its history leads to a more prudent assessment of a party
that redefined Québec history in the last three decades of the
twentieth century.

The pQ was founded in 1968 by a splinter group from the
provincial Liberal Party. Led by René Lévesque, a popular for-
mer journalist and past provincial Liberal minister of Natural
Resources, it quickly became a mass party and was first elected
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to power in 1976. Its overriding objective as enshrined in Article
One of the party’s program has always been sovereignty for Qué-
bec. Its adoption of a social democratic program in its early years
had both strategic and tactical motives. It was strategic because
the modernizing nationalist elite leading the PQ saw the Québec
provincial state as the key to capturing the economy and laying
the foundation for a strong entrepreneurial class that could lead
Québec to sovereignty. It was tactical because it allowed the
party to garner support from organized labour and working-class
voters throughout the 1970s, a time of high social mobilization
and intense labour struggles in Québec (Fournier 1981).

By the late 1970s, the PQ was established as the main elec-
toral representative of both French-speaking and working-class
voters. The budding pQ-labour alliance was further cemented
during the 1980 referendum campaign when the PQ’s request for
a mandate “to negotiate a new pact of sovereignty-association”
with the rest of Canada received only 40 percent support. De-
spite this alliance, organized labour never had any direct input
into the pQ. It holds no voting bloc in the party and has no
official representatives in its leading bodies. Conversely, the
PQ has never defined itself as a working-class party or as the
political voice of labour. The PQ has always insisted that it is
first and foremost a coalition of various political trends seeking
Québec’s sovereignty. The nature of its relationship to labour can
be characterized as “clientelist” rather than “organic,” as is the
case with most social democratic parties in the Western world.
Even though these parties are clearly reformist and have long
ago abandoned any pretense of overthrowing capitalism, they are
“organic” in that they have their roots in labour and are structur-
ally linked to the trade unions. This is not the case with the pPQ,
a multi-class party that has always refused such structural links.

Since 1982 the PQ has repeatedly lurched to the right, strain-
ing its “clientelist” relationship with labour to the breaking
point. Its first brutal turn to the right came in the aftermath of
the lost 1980 referendum on sovereignty. Faced with a growing
worldwide recession and swayed by the rising tide of neoliberal
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policies in the Western world, the pQ struck violently at public
sector employees. In a series of legislative moves in 1982 and 1983,
the PQ government instituted an immediate 20 percent rollback
in wages to be followed with a three-year freeze. The pQ justified
this unprecedented move by invoking the need to protect pub-
lic finances at a time when the province was under attack by a
vengeful federal government bent on forcing Québec to its knees
with the unilateral repatriation of the Constitution of Canada.
Combining patriotic appeals to workers with skillful moves to
split private sector unions from their public sector brethren, the
PQ government successfully crushed the most militant sectors
of the labour movement. This defeat, much like Ronald Reagan’s
victory over the air controllers in the Us or Margaret Thatcher’s
crushing of the miners’ union in the UK, ushered in a long period
of retreat for Québec trade unions (Rouillard 2004).

This scenario was repeated once more in the mid-1990s. Re-
elected in 1994 and moving rapidly toward convening a second
referendum to take advantage of the negative fallout in the wake
of the failed Meech Lake Accord, the pQ resorted once again
to its tried-and-true tactic: it resurrected its social democratic
program and assiduously courted the trade union vote. Lucien
Bouchard, then the leader of the Bloc Québécois in Ottawa,
called on Québecers to vote for sovereignty as a bulwark against
the English-Canadian neoliberalism threatening to engulf the
province.

Following a heart-wrenching defeat by a mere 1 percent in
the 1995 referendum, Bouchard, installed as head of the pQ and
Québec premier by virtue of his leadership of a nearly success-
ful referendum campaign, struck hard at working people. Barely
six months into his administration, Bouchard brought down the
toughest austerity measures ever seen in Québec. Dubbed “defi-
cit zero,” this ruthless budget-cutting policy resulted in massive
cutbacks in health, education, welfare programs, government
agencies, and state regulations (Gélinas 2003, 83—91). In an eerie
instance of déja vu, Bouchard justified it all with a massive ap-
peal to Québec national solidarity in the face an aggressive
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Engish-Canadian backlash following yet another referendum
defeat. Learning from previous experience, Bouchard manoeuv-
red to mitigate the negative fallout by securing the support of
trade union leadership with empty promises of tax-relief meas-
ures and job-creating programs.

Predictably defeated in 2003, when a sullen electorate and
labour turned away, the PQ even lost official opposition status
in 2007, although it regained it in December 2008. After dither-
ing over electoral strategy for a couple of years, Pauline Marois,
installed as leader in 2007, opted to reach out to conservative
nationalist voters who had defected to the populist Action démo-
cratique du Québec. In March 2010, she moved to put the PQ
social democratic shibboleths to rest by calling on the party
to recognize that “individual Quebecers, not the state, should
henceforth be the driving force in Quebec wealth creation” (“PQ
Severs Ties to SPQ Libre” 2010). She completed her “moderniza-
tion” of the party program in the spring of 2011 by proposing
to abandon the traditional strategy of calling a referendum on
sovereignty during the first mandate of an elected PQ govern-
ment. She proposed instead a murky strategy of “sovereign
governance” that would eventually lead to a referendum when
the conditions were ripe. In one fell swoop, she succeeded in
further alienating both left-leaning voters and core nationalist
members, setting the stage for the present wrenching crisis in
the party.

THE CONGENITAL WEAKNESS OF QUEBEC
SOCIAL DEMOCRACY

A significant aspect of the PQ’s multiple right-wing turns over the
past two decades is that internal opposition was always muted
and of no major consequence. No splits occurred, no divisive
programmatic debates ensued, few if any significant resignations
took place. The social democrats within the party swallowed the
neoliberal policies, rationalized them as having been imposed by
tough economic and ideological conditions, appealed for unity
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against the federalist camp, and held on to their ministerial or
administrative posts. This combination of careerist opportunism
and crass compromise with right-wing economic policies has
deeply marked social democracy in Québec. In a sense, Québec
social democrats were Third Way adherents before the term was
even coined.

As for the top labour leadership, it kept oscillating between
open support and more muted criticism, never openly breaking
the ties first established in the late 1970s. Pointing to the pQ’s
progressive legislation in government — anti-strike breaking
legislation and no-fault auto-insurance in the 1970s, public day-
care programs in the 1990s — as if these somehow cancelled out
the neoliberal policies and attacks on labour, and continually
pleading the “lesser evil” approach, according to which it is bet-
ter to have some friends in government that none at all, labour
leadership swallowed the bitter pills, always hoping for a better
tomorrow.

This congenital weakness of Québec social democracy has
deep historical roots. It is important to realize that Québec
never had a mass-based left-wing party. The Communist Party
of Canada did have an influence in trade unions in the 1930s
and 194o0s; its high-water mark was reached in 1943 and 1945
with the election of Fred Rose, a member of the Communist
Party, in the Montreal federal riding of Cartier. But its influ-
ence never went much beyond Eastern European, mostly Jewish
immigrants in Montreal. Its French-speaking membership was
always tiny. Heavy repression by the conservative and church-
supported Québec provincial governments of the 1940s and
1950s effectively wiped out the Communist Party. As for the
social democratic NDP — or its forerunner, the cCF — they were
always seen as English-Canadian-dominated parties, unsympa-
thetic, if not outrightly hostile, to Québec’s national aspirations.
A short-lived Parti Socialiste du Québec, led by popular labour
leader Michel Chartrand, did see the light in the early 1960s,
but it quickly waned, battered by splits between supporters of
a reformed federalism and those attracted by the rising tide of
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modern Québec nationalism unleashed by the Quiet Revolution
of the sixties.

The Quiet Revolution refers to the period from 1960 to 1966
when the provincial Liberal Party, having defeated the back-
ward-looking Union Nationale, launched Québec onto a rapid
path of modernization. In a few years, the church influence was
swept away, public health and education systems were set up,
hospital insurance was established, and hydroelectric produc-
tion was nationalized. Public enterprises sprang up as modern
Keynesian state intervention mechanisms were adopted. Trade
union rights were enshrined in a new labour code, and union
membership exploded as the budding public sector was allowed
to unionize. To be sure, this grand reform was brought about
by a modern French-speaking Québec bourgeoisie, technocratic
and highly educated, in alliance with big American and English-
Canadian capital (Brunelle 1978, chap. 2). But it ushered in a
long wave of rising social movements as a new radical Québec
nationalism, a feisty student movement, and increasingly assert-
ive trade unions took centre stage. Merging with the rebellious
spirit of the 1960s and 1970s, this deceptively named Quiet Revo-
lution brought about a rapid radicalization of Québec political
life, as young radicals formed socialist and revolutionary groups,
engaged in massive demonstrations, and challenged the system.

Through most of the 1960s, Québec social democrats were
scattered. Some were members of the Liberal Party, others gath-
ered in and around the rising nationalist groups, and many were
in the trade unions or in academia. The birth of the PQ in 1968,
with the charismatic René Lévesque at its head, was a signal call
to social democrats. They flocked to the new party, enticed by its
promise of rapid success, and helped give it its intellectual and
moral authority.

Social democracy meant many things in the Québec of that
period. For some, it meant completing the Quiet Revolution by
giving Québec a state with full powers that would be capable
of sustaining a sovereign nation. For others, it meant reforming
capitalism along the lines of European social democracy. For a
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few, it meant a step on the road to an independent Québec that
would then be free to turn toward socialism. The pQ leadership,
firmly in the hands of a technocratic bourgeoisie represented
by Lévesque and the former high-state functionaries Jacques
Parizeau and Claude Morin, was happy to make use of the
ambiguities. They rallied as many conventional or right-wing
nationalists as they could and kept their left wing on a tight
leash. The party was careful to shun the terrorist FLQ in 1970,
to steer clear of radical labour struggles, to tone down its social
democracy to a level acceptable to corporate interests, much like
the NDP or Scandinavian parties, and to keep at bay all those
who were too critical of US policies and multinationals. It was
in this political environment, replete with compromises and
unprincipled horse-trading, that Québec social democracy, itself
largely a middle-class phenomenon, came of age. From the very
start, it was a subservient trend, careerist and spineless.

BUILDING A LEFT-WING ALTERNATIVE

There is a complex interplay between federal and provincial
voting patterns in Québec, but, in the final analysis, it is the
provincial level that counts the most. Québec voters tradition-
ally look to their own “national” government first and foremost,
as the consistently higher election turnout for provincial bal-
lots clearly demonstrates. In that sense, the lack of a provincial
wing since 1994 prevents the NDP from further consolidating its
Québec surge. However, having a provincial wing has always
confronted the NDp with the daunting problem of its historical
stand on the Québec National Question.

From the party’s founding in 1961, it had difficulty in dealing
with Québec social democrats’ demands for a new constitutional
deal based on the concept of “two associated states.” In 1963, the
NDP’s French-speaking members split and, under the leader-
ship of labour leader Michel Chartrand, formed an autonomous
Parti Socialiste du Québec, which disappeared in the late sixties,
its membership attracted to the newly formed Parti Québécois
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advocating sovereignty for the province. In 1971, another union
leader, Raymond Laliberté, tried to revive the NDP but quit when
the party failed to support Québec’s right to self-determination.
In 1981, the NDP party leadership endorsed unilateral patriation
of the constitution without Québec consent and followed it up
with support for the Clarity Act in 2000, which, among other
provisions, made a successful referendum vote on sovereignty
contingent upon federal parliamentary agreement. Although
this blatant disregard for the right to self-determination was
partially reversed by Jack Layton with the Sherbrooke Declara-
tion of 2005, this latter document remains strongly committed
to federalism, albeit renewed as “asymmetrical federalism” in an
attempt to accommodate some of Québec’s demands.

Jumping into the Québec provincial arena, as Mulcair seems
to be suggesting, would be a highly risky move that could hinder,
rather than assist, the NDP’s surge at the federal level. It may also
provoke splits in the Québec caucus and prove divisive in the
party’s small Québec membership. It is unlikely that the NDp
leadership would endorse this departure from Layton’s carefully
laid out strategy of focusing on Québec’s federal rather than
provincial vote.

Another social democratic option could arise from a revived
Parti Québécois under a new leadership with more credible “left-
wing” credentials. The defeated Bloc Québécois leader, Gilles
Duceppe, a former trade unionist and 1970s radical, is rumoured
to be waiting in the wings, but his capacity to rebuild the frac-
tious and disheartened pQ is questionable. His attempt to grab
the leadership of the PQ in 2007 failed because the party ma-
chine balked at supporting a relative outsider, as well as at his
reputedly iron-fisted leadership style. His popularity, although
still high, was diminished by the catastrophic showing of the
Bloc in the last federal ballot and by Duceppe’s own shocking
defeat in the riding of Laurier-Ste-Marie, which he had held
uninterruptedly for twenty years. His appeal to progressive PQ
supporters is substantial, but can he credibly appeal to younger
movement activists after having personified for so many years
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the subservience of Québec social democrats to the PQ’s brand
of nationalism? In the meantime, other leadership hopefuls are
manoeuvring inside and outside the PQ caucus, and a divisive
leadership race, rather than reviving the party, could seal its fate.
The key question remains: Can the PQ credibly renew its mes-
sage after holding power for a combined eighteen years out of
the last thirty-five and yet failing to deliver on either the social
or the national front?

In short, Québec social democracy has been unable to deal
adequately with the Québec National Question. In its nationalist
garb, it submitted to the PQ for much of the past half-century
and lost its social soul in the process. In its federalist garb, it
was marginalized for much of this period, until the last federal
election, when it successfully capitalized on voters’ discontent.

This historical failure of social democracy, coupled with the
realignment of political forces now underway in Québec, has
opened a space, probably unique in North America, for a bona
fide Left to assert itself. This new Left, in tune with the social
movements that have allowed Québec to resist conservative
and neoliberal policies to a degree not seen elsewhere in the
continent, is attempting to forge a mass alternative capable of
influencing the political scene. The future success of Québec
Solidaire depends on its ability to deepen its program of a post-
capitalist, green, and independent society while simultaneously
building larger alliances with social and political forces seek-
ing to oppose the right. That is a difficult challenge for a young
party to tackle since it requires differentiating long-term stra-
tegic goals from short-term tactical moves yet striving to link
them in a coherent political course of action in which tactics
both serve and reflect the strategy. The worldwide economic
crisis is spurring the party’s critique of financial capital and
failed Third Way social democracy. Immediate events are stimu-
lating debates on tactical and electoral alliances as high-profile
former PQ parliamentarians and some standing PQ members
of the National Assembly are suggesting building a sovereign-
tist and progressive coalition to oppose the right. The present
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Parti Québécois leadership, however, is adamant in its refusal
of any coalition or electoral pacts. Meanwhile, Québec Solidaire
has taken a step, with its last convention, toward clarifying its
long-term program. With a Québec provincial election looming
sometime in the next two years, the tricky question of tactics
is on the table.
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