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It is always simpler to criticize the existing state of affairs than to propose a credible alternative. This is 

why the names for social protest movements so often have the prefix “anti.” Anti-war mobilizations 

oppose a war. Anti-austerity protests oppose budget cuts. Anti-globalization protests oppose the 

neoliberal policies of global capitalist integration with rules favorable to multinational corporations and 

global finance. And even when a movement is named by its positive aspirations – the civil rights 

movement, the environmental movement, the women’s movement – the demands are often framed 

primarily as the end to something: the end to Jim Crow laws; the end to housing discrimination; the end 

to racial profiling by police; the end to gender discrimination in employment; the end to restrictions of 

marriage to heterosexual couples; the end to fracking.  

The issue here is not that the people involved in such movements do not have strong commitments 

to positive values or hopes for a very different kind of social world. The 1960s Civil Rights movement in 

the United States deeply embodied the emancipatory values of equality, democracy and community. 

The problem is that it is much more difficult to formulate unifying demands around positive alternatives 

than around dismantling existing oppressive arrangements. In the U.S. Civil Rights Movement, it was 

clear what it meant to demand the end of segregation laws; it was much less clear what it meant to 

demand new policies and inclusive institutions that would provide good jobs for everyone, end poverty, 

and empower ordinary people. Once the Civil Rights movement in the 1960s shifted from an almost 

exclusive focus on anti-discrimination and equal rights to a positive equality agenda around questions of 

power and economic opportunity, and began to articulate the necessity of alternative institutions to 

accomplish these goals, the unity of the movement crumbled.  

Until the final decades of the 20th century, radical anti-capitalists had a pretty clear idea of the 

desirable alternative to capitalism. They called it “socialism”. Disagreements among self-declared 

socialists were much sharper over how to get from here to there -- was a revolutionary rupture needed 

or could the transformation take place gradually through reforms -- than over the central institutions of 

the destination. Broadly speaking, socialism was understood as an economic system in which private 

ownership was replaced by state ownership of the principle means of production and markets were 

replaced by some form of comprehensive planning oriented to meet needs rather than maximize profits. 

Of course, there were many details to be worked out, and sometimes ideas about such details could 

become sources of great contention, but the basic contours of socialism as an alternative to capitalism 

seemed clear enough. 

By the end of the 20th century few critics of capitalism retained much confidence in such a highly 

statist understanding of a desirable alternative to capitalism. The ultimate failure of the historical 

attempts at building an attractive alternative to capitalism in the Soviet Union, China and elsewhere 

discredited the idea of comprehensive bureaucratically-directed central planning, both because of the 

highly repressive character of the states that organized the planning process and because of the 

pervasive irrationalities produced by these economies.  But does this mean that markets must play a 

central role in any viable alternative to capitalism, or do we need to imagine some entirely new form of 

planning? Is state ownership of the means of production essential for transcending capitalism, or is 

there a variety of social forms of ownership possible in a post-capitalist economy? Anti-capitalists today 

retain the diagnosis and critique of capitalism, but there is much less clarity about the character of a 

desirable, viable, and achievable alternative that could potentially replace capitalism. 

Given all of these ambiguities, perhaps the word “socialism” itself should be dropped. Words 

accumulate meaning through historical contexts, and maybe socialism has been so compromised by its 



Chapter 4. Socialism as economic democracy  2 

 
 
association with 20th century repressive regimes that it can no longer serve well as the umbrella term for 

emancipatory alternatives to capitalism. Still, in the first decades of the 21st century the idea of socialism 

has regained some of its positive moral standing. A Gallup Survey in 2016 indicated that a majority of 

Americans under 30 had a favorable view of “socialism”. And in any case, in much of the world socialism 

remains the language for talking about a just and humane alternative to capitalism and no other term 

has gained wide currency. I will therefore continue to use it here. 

This chapter will elaborate a specific way of thinking about socialism as a potential destination 

beyond capitalism. In the next section, I will present a particular way of thinking about alternative 

economic structures. This discussion will involve a foray into fairly abstract social theory, but this is 

needed in order to give precision to a number of basic concepts. This will be followed by a much more 

concrete discussion of some of the components of a socialist economy. The chapter will conclude with a 

discussion of the idea of “real utopias” as a way of linking emancipatory ideals to the practical tasks of 

transformation. 

A power-centered concept of socialism 

One way of approaching the problem of rethinking the idea of socialism is to focus on the way power is 

organized within economic structures, particularly power over the allocation and use of economic 

resources for different purposes. Invoking power, of course, opens up a Pandora’s Box of theoretical 

issues. Few concepts are more contested by social theorists than power. I will adopt a deliberately 

stripped-down concept of power: power is the capacity to do things in the world, to produce effects. 

This is what might be called an “agent-centered” notion of power: people, both acting individually and 

collectively, use power to accomplish things. In economic systems, they use power to control economic 

activity -- allocating investments, choosing technologies, organizing production, directing work, and so 

on.  

 Power is the capacity to do things, but there are many different forms this capacity can take. Within 

economic systems, three different forms of power are particularly salient: economic power, state 

power, and what I will term “social power”. The first two of these are familiar. Economic power is power 

based on the control of economic resources. State power is power based on the control of rule-making 

and rule-enforcing over a territory. Social power, as I use this expression, is power rooted in the capacity 

to mobilize people for cooperative, voluntary collective actions.  If the exercise of economic power gets 

people to do things by bribing them, and the exercise of state power, by forcing them, then the exercise 

of social power gets people to do things by persuading them. 

 Social power is central to the idea of democracy. To say that a state is democratic means that state 

power is subordinated to social power. The officials in a democratic state, as in all states, wield state 

power – the power to make and enforce binding rules over territory – but in a political democracy, state 

power is itself systematically subordinated to social power. The expression “rule by the people” does 

not really mean, “rule by the atomized aggregation of the separate individuals of the society taken as 

isolated persons,” but rather, rule by the people collectively organized into voluntary associations in 

various ways: parties, communities, unions, etc. Elections are the most familiar way of accomplishing 

this subordination of state power to social power. The more state power is subordinated to social 

power, the more profoundly democratic is the state. 
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In terms of these three forms of power, socialism can be distinguished from two other kinds of 

economic structures, capitalism and statism:  

Capitalism is an economic structure within which the allocation and use of resources in the economy 

is accomplished through the exercise of the economic power. Investments and the control of 

production are the result of the exercise of economic power by the owners of capital. 

Statism is an economic structure within which the allocation and use of resources for different 

purposes is accomplished through the exercise of state power. State officials control the investment 

process and production through some sort of state-administrative mechanism through which they 

exercise state power. 

Socialism is an economic structure within which the allocation and use of resources for different 

purposes occurs through the exercise of social power.  In socialism, the investment process and 

production are controlled through institutions that enable ordinary people to collectively decide 

what to do. Fundamentally, this means socialism is equivalent to economic democracy. 

 These definitions of capitalism, statism and socialism are what sociologists call “ideal types”. As we 

already noted in chapter 3, actual economies are complex ecosystems that vary according to how these 

different forms economic relations interact and intermix. To call an economy “capitalist” is thus a short-

hand for a more cumbersome expression such as “an economic ecosystem combining capitalist, statist 

and socialist power relations within which capitalist relations are dominant”.  In a parallel manner, an 

economy is statist to the extent that state power is dominant over both economic power and social 

power. And finally, an economy is socialist to the extent that social power is dominant over state power 

and economic power.  

 In this typology of economic forms, there is no mention of markets. This may seem strange since 

many debates over alternatives to capitalism are framed in terms of markets versus planning. Often, in 

fact, the very idea of capitalism is equated with markets. This is a mistake. Markets would play a role in 

any viable statist or socialist economy, as well as in a capitalist economy. The issue is how different 

forms of power shape the operation of decentralized exchanges within markets, not whether markets 

exist. Angela Merkel, the chancellor of Germany, is famous for calling for a market-conforming 

democracy; to the contrary, what we need is a democracy-conforming market, a market economy that is 

effectively subordinated to the exercise of democratic power. 

 The idea of economies as ecosystems combining particular kinds of power relations can be used to 

describe any unit of analysis – sectors, regional economies, national economies, even the global 

economy. These power relations also interpenetrate within individual units of production, so particular 

enterprises can be hybrids operating in the economic ecosystem that surrounds them. A capitalist firm 

in which there is a strong workers council elected by employees and in which representatives of workers 

sit on the board of directors is a hybrid of capitalist and socialist elements. Such a firm would remain 

capitalist in that investments in the firm are controlled by owners of capital, but it is a less purely 

capitalistic firm insofar as control over what goes on inside of the firm also involves the exercise of social 

power.  

 One of the implications of this way of thinking about economic systems is that the contrast between 
capitalism and socialism should not be regarded as a simple dichotomy in which an economy is either 
one or another. Instead, we can talk about the degree to which an economic system is capitalist or 
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socialist. In these terms, the long-term strategy of eroding capitalism discussed in chapter 3 envisions a 
process of expanding and deepening the socialist elements of the economic system in such a way as to 
undermine the dominance of capitalism. This means deepening and expanding the diverse ways in which 
economic activities are democratically organized.  

Building Blocks of a democratic socialist economy  

It is one thing to say that the central, organizing idea of socialism is economic democracy. It is quite 
another to give details of the institutional design of an economy organized around that idea. 
Traditionally when anti-capitalists attempt to do this, they describe some unitary structure of the 
imagined alternative. Sometimes this takes the form of fine-grained blueprints. More frequently, the 
alternative is specified in terms of one distinctive institutional mechanism such as state ownership with 
central planning, decentralized participatory planning, or market socialism with cooperatively-owned 
and managed firms.   

 I cannot propose such a unitary structure for democratic socialism. I don’t think this is just a failure 
of imagination (although, of course, it may be). Rather, I think a model of a socialist economy revolving 
around a single institutional mechanism is very unlikely to be viable. The optimal institutional 
configuration of a democratic-egalitarian economy is much more likely to be a mix of diverse forms of 
participatory planning, public enterprises, cooperatives, democratically-regulated private firms, markets, 
and other institutional forms, rather than to rely exclusively on any one of these.  

 In any case, the design of economic institutions in a sustainable post-capitalist democratic economy 
would evolve through experimentation and democratic deliberation.  “Sustainability” in a democratic 
egalitarian economy means that the institutional configuration in question would be continually 
endorsed by the broad majority of participants in the economy, since they have the power to change the 
rules of the game if they don’t like the way things are working. There will inevitably be trade-offs across 
the different values that a democratic economy hopes to realize. A particular set of institutional rules of 
the game is a way of navigating those trade-offs. A stable system is one in which the continual over-time 
results of the operation of the system reinforce people’s commitment to those rules.    

 I do not know what institutional configuration of different forms of economic organization would 
work best, nor what, in practice, would be the trade-offs between different possible configurations. But 
what I do predict is that a stable institutional configuration will contain a heterogeneous set of 
institutional forms.  

 Thus, rather than attempt anything approaching a comprehensive blueprint, what follows is a partial 
inventory of some of the key building blocks democratic socialism. Many of these already exist within 
capitalist economies in various degrees of development, and thus constitute immanent alternatives; 
others are proposals for new institutional arrangements that could be, but have not yet been, 
implemented within capitalism, at least in some partial form; and others probably could not be 
implemented so long as capitalism remains dominant. Taken together they constitute some of the basic 
the ingredients of a democratic destination beyond capitalism. 

Unconditional basic income 

Unconditional basic income (UBI) constitutes a fundamental redesign of the mechanisms of income 
distribution. The idea is quite simple: every legal resident of a territory receives an income sufficient to 
live above the poverty line without any work requirement or other conditions. Taxes increase to pay for 
the UBI, so even though everyone gets the income, income earners above a certain threshold would be 
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net contributors (their increase in taxes would be larger than the UBI they receive). Existing public 
programs of income support would be eliminated, except for those connected to special needs (e.g. 
disabilities that require extra income). Minimum wage laws would also be unnecessary, since there 
would no longer be any reason to prohibit low-wage voluntary contracts once a person’s basic needs are 
not contingent on that wage. The UBI for children would be calibrated at some appropriate level 
compared to that for adults. 

Most defenses of UBI revolve around ways in which a basic income would eliminate poverty and 
reduce inequality. These are, of course, important issues. If a UBI is reasonably generous it would 
constitute a significant step towards the egalitarian ideal of providing everyone with equal access to the 
material conditions needed to live a flourishing life. However, in the present context, there is an 
additional important consequence of UBI: in a world with UBI, people can much more easily choose to 
engage in initiatives to build new forms of economic and social relations.  A hallmark of capitalism is that 
most adults need access to paid employment in order to acquire their necessities of life. While means-
tested income transfer programs of the welfare state have somewhat mitigated this necessity, 
nevertheless it is difficult for most people to say “no” to the capitalist labor market. UBI makes this 
much easier and thus opens up a wide array of new possibilities for people.  

For example, in an economic system with unconditional basic income, market-oriented worker 
cooperatives would become much more viable since meeting the basic needs of the worker-owners 
would not depend on the income generated by the enterprise. This also means worker cooperatives 
would be better credit risks to banks, making it easier for cooperatives to get loans.  

UBI would constitute a massive transfer of resources to the arts, enabling people to opt for a life 
centered around creative activity rather than market-generated income; and it does so without the 
heavy administrative controls and priorities of traditional state support of the arts through grants and 
targeted subsidies, or the biases of elite arts foundations. Unconditional Basic Income can also be 
thought of as a way of providing livelihood support to small farmers without targeted government 
agricultural subsidies, which generally benefit agribusiness more than family farms.  UBI thus creates a 
potential alliance of poets and peasants, allowing them to engage market and nonmarket activities from 
a base of security rather than vulnerability.  

The social and solidarity economy, including new forms of caregiving cooperatives, would be 
invigorated by an unconditional basic income. UBI would also be a way of supporting people who 
provide carework for family members outside of the market. Given the demographic pressures of an 
aging population, UBI can be thought of as a component of an egalitarian, community-based, needs-
oriented solution to the problem of caring for the frail aged.  

Unconditional basic income can thus be considered one of the core building blocks of a democratic 
socialist economy, not simply a way of reducing some of the harms of capitalism. 

The cooperative market economy  

While markets may be an essential feature of any viable complex economy, markets need not be 

dominated by capitalist firms operating under capitalist rules. A cooperative market economy is one 

alternative way of organizing market-oriented economic activity in ways that expands the scope for 

democratic processes. The idea of “cooperatives” includes a quite heterogeneous set of economic 

organizations: consumer cooperatives, owned by consumers and indirectly governed by consumer-

members who elect the board of directors; credit cooperatives (typically called credit unions), formally 

governed by their members; producer cooperatives, whose member are privately owned firms that join 
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together for various purposes, especially food processing, distribution and marketing; housing 

cooperatives, including communal housing, co-housing, and various other forms; solidarity cooperatives, 

governed by elected boards of stakeholders ; and worker cooperatives, owned by workers and governed 

democratically on a one-person-one-vote basis. All of these are relevant to building a cooperative 

market economy. In democratic socialism, the rules of the game will be designed to facilitate the vitality 

of this array of cooperative economic organizations. 

 Cooperatives enhance economic democracy for two reasons. First, cooperatives are themselves, to 

varying degrees and in different ways, governed by democratic principles. They are thus constituent 

elements of a more democratic economy. Second, because cooperatives are geographically rooted, the 

capital invested in cooperatives is much less mobile and thus unlikely to move to avoid state regulation. 

While cooperatives, like all market-oriented firms, may oppose certain regulations that impinge on their 

profits, they are less likely to be able block such regulation through threats to move outside of the 

jurisdiction of the state. Cooperatives are thus more easily subordinated to democratic priorities 

formulated through the state. 

Taken as a whole, this array of cooperative economic organizations is already a significant 
element in existing market economies. A 2014 United Nations report on “Measuring the Size and 
Scope of the Cooperative Economy”, indicates that in Europe and North America, over a third of the 
population are members of some kind of cooperative; cooperatives generated over 7% of GDP in 
Europe and 4% in North America. Mostly, however, these are credit unions, consumer cooperatives, 
and producer cooperatives, many of which operate much like ordinary capitalist firms. The form of 
cooperative that represents the sharpest alternative to capitalist organization, worker cooperatives, 
tend to be small and play only a limited role in existing capitalist economies.  

Worker cooperatives are particularly salient for the possibility of economic democracy, for in a 
worker cooperative the firm is owned by workers and production is governed through democratic 
processes. While worker cooperatives produce for the market, they are organized around values very 
different from capitalist firms: solidarity, equality, democratic governance, dignity of work, 
community development. In capitalist economies, with few exceptions, worker cooperatives tend to 
be isolated, small firms on the margins of the economy. In a democratic socialist economy, worker 
cooperatives would potentially constitute a substantial sector, perhaps even the dominant form of 
organization engaged in market production for many goods and services. 

There are reasons to believe that the prospects for worker cooperatives in the 21st century may be 

improving. In particular, technological changes connected to the information technology revolution have 

reduced the economies of scale in many sectors of the economy, thus reducing the competitive 

advantages of large-scale production. This in turn makes worker-owned and democratically-governed 

firms potentially more viable. To use classical Marxist terminology, the changing forces of production 

expand the possibilities for new relations of production.  

Nevertheless, unless there are significant changes in the rules of the game within capitalist 
economies, this potential is unlikely to be realized. Some of the changes in rules that would open up 
more space for worker cooperatives include:  

• Unconditional basic income.  As noted above, UBI would reduce the dependency of worker-
owners on market income generated by the cooperative enterprise and thus reduce the risks 
of forming a cooperative.  

• Public programs to facilitate the conversion of capitalist firms, especially small family-owned 
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firms, into worker cooperatives. There already exist in the United States and certain other 
countries programs that facilitate capitalist firms distributing shares to employees. While 
power in such Employee Stock Ownership Programs (ESOPs) remains based on one-share-
one-vote, ESOPs could become a bridge between a capitalist corporation and a fully worker-
owned, democratically-governed firm.  

• Specialized, public credit institutions to support cooperatives. Since cooperatives are a critical 
component of an economy oriented to realizing the values of equality, democracy and 
solidarity, there is a justification for creating public institutions designed to direct resources 
towards cooperative development. While unconditional basic income will make it easier for 
worker cooperatives to get loans from ordinary commercial banks, there are still capital needs 
for cooperative development that would be unmet by purely market-oriented banking. This 
implies the need for new public credit institutions with a mandate to make loans to 
cooperatives at below market rates.  

• Publicly-supported cooperative development initiatives.  There is a potentially important role 
for municipalities in fostering cooperative development. One of the major barriers to 
cooperatives is access to affordable space, especially in large urban areas.  Cities are in a 
position to create dedicated space for cooperatives as part of long-term community 
development projects. One model for this would be that cities would own the land and 
buildings and lease space to cooperatives. Another model is that space could be controlled by 
community trusts and governed by boards elected by cooperatives and other stakeholders.  

• Publicly-funded training programs for cooperative organization and management. Running a 
worker cooperative is not a simple matter, especially once a cooperative grows beyond a very 
small size. Capitalist firms operate in an environment of business schools and management 
training programs that provide skills needed for running such firms. A vibrant cooperative 
market economy needs educational programs to develop and disseminate the organizational 
skills needed to manage democratic firms effectively.   

These changes in the rules of the game of capitalism would enable worker cooperatives to become a 
robust part of the cooperative market economy. 

The social and solidarity economy 

The expression social and solidarity economy is an umbrella term covering a wide range of economic 
activities and organizations that are anchored in communities, embody egalitarian and solidaristic 
values, and are committed to some kind of needs-oriented or social justice mission.  Often the 
organizations within the social/solidarity economy are cooperatives, but they may also be other kinds 
of enterprises: nonprofits, mutuals, voluntary associations, community organizations, social 
enterprises (i.e. commercial firms with a strong social mission), or even churches. In some parts of the 
world, the social/solidarity economy overlaps with what is called the “informal economy”, economic 
activity that falls outside of officially recognized and publicly regulated economic activity. But the 
social/solidarity economy can also involve durable organizations with permanent staff. 

Often the social/solidarity economy emerges in the context of poor and underserved 
communities as a survival strategy to fill gaps in social provision. When there is a severe economic 
crisis, as occurred in Argentina in 2000 and Greece in 2009, all sorts of social/solidarity economy 
activities proliferate: time banking and local currencies; community kitchens; D.I.Y. tool libraries; 
community gardens; caregiving exchanges; free clinics; and much more. However, the social/solidarity 
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economy is not simply a response to marginalization and precariousness; it is also fostered by people 
trying to build economic relations on a more communitarian, needs-oriented basis. The Canadian 
Province of Quebec, for example, has a vibrant social/solidarity economy that includes daycare 
centers, eldercare and disability care services, recycling, performing arts, affordable housing projects, 
makerspaces, and a wide range of cooperatives. Activists involved in the social/solidarity economy 
generally see their work as building emancipatory enclaves within capitalism that enable people to 
live very different kinds of lives.  

The space for the social/solidarity economy would almost certainly expand in a democratic 
socialist economy. Unconditional basic income would not only help underwrite market-oriented 
cooperatives, but also make it easier for people to opt for nonmarket social/solidarity economy 
activities since the need to generate a livelihood within those activities would be greatly reduced. 
Furthermore, the social/solidarity economy may constitute the optimal way of providing certain kinds 
of services. Childcare, eldercare, and disability care services are good examples. In principle, these 
services can be provided through four different kinds of processes: directly by the state, by market-
oriented firms, by families, or by various kinds of organizations in the social/solidarity economy. In a 
democratic socialist economy, all for of these options would be available. A model that combines 
public funding with social economy provision is likely to be especially attractive. The public funding 
embodies the egalitarian value of making the service accessible to all; the social/solidarity economy 
enhances community and participation. 

Democratizing capitalist firms 

The idea of eroding capitalism is not simply a matter of undermining the dominance of capitalist 
investments and capitalist firms in the market; it also involves eroding the capitalist character of 
capitalist firms themselves.  What does this mean? Eroding the capitalist character of firms means 
restricting the array of rights that accompany “owning the means of production.” Property rights in 
the means of production are actually complex bundles of rights, and over time within capitalist 
societies, significant constraints on these rights have been imposed by the state. Minimum wage laws, 
for example, restrict the right of employers to pay whatever someone is willing to accept. Health and 
safety rules regulating the workplace restrict the right to organize the production process in a 
dangerous manner. Pollution and product safety laws restrict the right to impose costs on others, 
even if this would be the optimal profit-maximizing strategy of a firm. Employment security laws 
restrict the ability of employers to fire workers whenever they like. In a democratic socialist economy, 
these constraints on the private property rights of capitalist firms would be extended and deepened 
in order to advance the values of equality, democracy and solidarity. Such firms would remain 
capitalist insofar individuals can invest their capital in firms and receive a return on their investment, 
but the rights accorded to firms that accompany such private investment would be much more 
democratically restricted than in a capitalist economy.  

 One dimension of capitalist property rights poses a particularly sharp challenge to the idea of 
economic democracy: the right of employers to organize firms as authoritarian workplaces in which 
ordinary workers play no systematic role in decision-making. In a capitalist economy, it seems to most 
people natural that power is concentrated in the hands of the employer, whether the employer is a 
single person or the top management of a corporation. When you are hired to work in a private firm, 
of course the employer has the right to tell you want to do, so long as the orders do not violate the 
law. You can always quit if you don’t like the orders. In a democratic socialist economy, the basic 
rights of democracy would extend into the workplace. This has already occurred in limited ways 
within capitalist economies. In Germany, for example, co-determination laws require that workers 
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elect just under half of the board of directors in firms employing more than 2000 workers, and a third 
in firms employing 500-2000 workers. Many countries have rules requiring elected workers councils in 
firms over a certain size, which give workers a measure of power over working conditions and 
conflicts within the workplace.  

In a democratic socialist economy, the democratic power of workers within capitalist firms would 
be extended and deepened. Isabelle Ferreras, in her book Firms as Political Entities, has proposed one 
way of accomplishing this: All capitalist firms above a certain size would be governed by a bicameral 
board of directors, one elected by shareholders in a conventional manner and the other elected by 
workers on a one-person-one-vote basis. She argues that firms are political entities quite analogous to 
states. The largest global corporations, after all, have annual incomes much larger than most 
countries. In the development of representative democracy in states, there was frequently a period in 
which one chamber of a bicameral system represented property owners (such as the House of Lords 
in Great Britain) and the other chamber represented the people (the House of commons). In a parallel 
manner, the modern corporation should be governed by a bicameral elected board of directors. All 
important policy decisions of the corporation would have to be voted on and passed by both 
chambers. This would significantly constrain the exercise of economic power within corporations and 
expand the role for social power.  

Banking as a public utility 

We have already mentioned the need for specialized, public sector credit institutions in the discussion 
of cooperatives. More broadly, in a democratic socialist economy, banks would be a public utility 
rather than private firms maximizing profits for their owners. The basic idea is this. Most people think 
of banks as a specialized kind of business that receives savings from people – the depositors – and 
then lends those savings out to other people and businesses in the form of loans. Banks, in this 
understanding, are an intermediary between people who want to earn an interest rate on savings and 
people who have projects for which they need loans. This is not, in fact how banking works. Without 
going into the technical details, banks lend out vastly more money in loans than they take in in the 
form of deposits. In effect, they create money when they make new loans. This is important in a 
market economy because it enables people to launch productive projects without personally having 
to save enough funds to do so.  

This money-creation activity is clearly a public function. It only works because states authorize 
and back banks to create money. In capitalist economies, the state delegates to private profit-making 
banks this public function.  This makes private banks, as the legal scholar Robert Hockett puts it, state 
franchises. In capitalism, the mandate of banks is to maximize profits for their owners; in a socialist 
economy, banks would be treated as a public utility in which their mandate would include a range of 
social priorities. More specifically, banks would be authorized to take into consideration the positive 
social externalities of loans directed towards different kinds of firms and projects.  

Would privately owned, profit-oriented banks exist alongside public banks in a democratic 
socialist economy? Would the economic ecosystem of banking, like the broader ecosystem of the 
market, include capitalist banks? Like all questions of the detailed configuration of economic forms in 
a democratic economy, this is an issue that would be resolved through pragmatic experimentation 
and democratic deliberation. There could well be an appropriate niche for capitalist banking in a 
socialist economy, but only if the dynamic effects of such banks did not undermine the durability of 
democratic subordination of economic power. 
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Nonmarket economic organization  

While markets would play a significant role in any viable democratic socialism, it is not the case that a 
democratically subordinated economy should consist exclusively, or even mainly, of firms producing 
for markets. Exactly what the balance will ultimately be between the market and nonmarket forms of 
economic activity is something that would evolve over time and be subjected to democratic 
deliberation. One thing, however, is virtually certain: in an economy that was effectively 
democratized, nonmarket-oriented economic activity in a wide variety of forms would play a much 
more important role than in contemporary capitalism. 

State provision of goods and services 

The most familiar form of nonmarket provision of goods and services connected to the idea of 
socialism is direct state provision. This need not imply, however, that the form of provision would be 
through centralized, top-down bureaucracies. The state’s responsibility for the provision of specific 
goods and services can take the form both of the state directly organizing their production, and of the 
state funding and overseeing a wide variety of non-state forms of organization. This opens up space 
for highly decentralized ways of producing state-funded services involving active participation of local 
communities and organizations.  

 It is not a simple matter, of course, to figure out precisely which services are best produced through 

markets, which are best produced directly by the state, and which would best be organized through 

state funding to various kinds of non-state organizations.  This is one of things that would be decided 

through a process of democratic deliberation and experimentation in a democratic socialist economy. 

But state provision directly and indirectly would certainly include most of the following: caregiving 

services – healthcare, childcare, eldercare, disability care; public amenities for community events and 

processes – things like community centers, parks and recreation facilities, theaters, art galleries and 

museums; education at all levels, including continuing education, lifelong learning centers, and skill 

retraining programs; conventional physical infrastructure for transportation; and a range of public 

utilities. Collectively these economic activities could easily take up well over 50% of total economic 

activity in a technologically advanced capitalist economy. 

In capitalist economies, the state’s provision of these kinds of services are all elements of the 
state socialist component of capitalist economic systems. In the neoliberal era, significant segments of 
such state provision have been partially or wholly privatized, often through the state subcontracting 
the delivery of the service to capitalist corporations. In the United States, this has included the 
creation of for-profit private prisons that sell prison services, and military subcontractors that sell 
armed security services to the state. Highways in some cases have been sold or leased to private 
corporations. In Sweden, the iconic social democratic country, for-profit capitalist corporations have 
been sub-contracted to run a significant number of publicly-funded schools. Railways have been 
privatized in many countries, as have water treatment and delivery services.   

Some things, of course, could be effectively provided by both state and markets, and so the issue 
becomes the mix between the two. Consider access to books. These are readily provided by both 
bookstores and libraries. Commercial bookstores distribute books to people on the basis of their 
ability to pay; libraries distribute books to people on the principle “to each according to need”. In a 
library, if a book is already checked out, the person wanting the book is placed on a waiting list. Books 
are rationed on the deeply egalitarian principle that a day in every person’s life is of equal value. A 
well-resourced library will then use the length of the waiting list as an indicator of the need to order 
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more copies of a book. Libraries often also distribute other important resources: music, videos, access 
to computers, tools, toys, meeting rooms, and in some libraries, performance spaces. Libraries thus 
constitute a mechanism of distribution that embodies the egalitarian ideal of giving everyone equal 
access resources needed for a flourishing life. In a democratic socialist economy, there would be an 
expansion of non-market, library-like ways of giving people access to many resources. 

 When services are produced by capitalist firms, the price at which they are sold is determined by the 

market; when those services are provided by the state the price consumers are charged becomes a 

political decision. For some services, it is uncontroversial that they should be free to those that directly 

use the service: public education is the prime example. But for many forms of state provision, there are 

ambiguities. Should people be charged entry fees for parks, zoos, and museums? What about libraries? 

Should highways have tolls? A particularly salient example, given environmental considerations, is public 

transportation. In most places within capitalist societies, even when public transportation is directly 

provided by the state, riders must buy tickets. In a democratic socialist economy, most public 

transportation would almost certainly be free for riders. The reason is straightforward: there are very 

strong positive benefits to the society as a whole, especially for the environment, from high quality, 

heavily-used public transportation. These positive benefits are what economists call “positive 

externalities.” These positive externalities constitute real value for the society, and if this value were 

factored into the price of tickets for individual rides, then the optimal price would almost certainly be 

zero. Because of such positive externalities, in a democratic socialist economy, many publicly-funded 

services are likely to be made available to people without user-fees. 

Peer-to-peer collaborative production 

State provision is by no means the only important form of nonmarket production. In the internet age, a 

particularly striking form of nonmarket economic activity is peer-to-peer collaborative production (P2P 

production). Wikipedia is the most familiar example.  Wikipedia involves several hundred thousand 

people around the world who spend varying amounts of time adding new material, monitoring entries, 

correcting mistakes and challenging claims in articles. Anyone can edit the contribution of anyone else. 

None of the contributors are paid. As of 2018, Wikipedia had over five million articles in English, and 

over one million articles in thirteen other languages. And what is more, Wikipedia is free to anyone in 

the world with access to the internet. Given the increasing role of public libraries in providing computers 

with internet access, this means that in all economically developed countries and many less developed 

countries as well, virtually the entire population as unlimited free access to this resource. Wikipedia was 

launched in 2001 and virtually destroyed a more than 200 year-old capitalist market in encyclopedias.  

 Wikipedia exists in a capitalist world, and yet it represents a fundamentally anti-capitalist way of 

both producing and distributing something of considerable value to people. Peer-to-peer collaborative 

production is not simply non-capitalist; it is based on values fundamentally opposed to capitalism, 

especially the values of equality and community. To be sure, in existing capitalist economies, p2p 

collaborative production occupies a niche alongside capitalist production, and it often interacts 

smoothly with capitalist firms. For example, the computer operating system Linux was produced and is 

continually improved through a p2p collaborative process, and yet is used by Google and other high tech 

capitalist firms. Those firms see this resource as sufficiently valuable that they are willing to pay some of 

their software engineers to contribute to the p2p production process even though the firm cannot 

patent the resulting software. (Linux is patented under an “open source” license designed to prevent it 
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being turned into private property). Peer-to-peer collaborative production, just like public libraries, thus 

simultaneously represents an egalitarian alternative to capitalist relations of production and can be 

functional for capitalism.  

 In a democratic socialist economy, p2p collaborative production could play significant role in 

facilitating a wide range of economic activities. Consider the following: Increasingly in the 21st century, 

significant segments of manufacturing will revolve around computer-driven forms of automated 

production using things like 3D printers and automated machine tools. In many contexts, such machines 

will significantly reduce the economies of scale, thus enabling small-scale producers, organized in 

cooperatives, to manufacture products on a made-to-order basis. A key issue for such decentralized, IT-

enabled small-scale production is how people get access to the design code for the products they wish 

to produce. One way of creating and distributing such design code is through p2p networks that create 

large, globally accessible libraries of free downloadable designs. Such designs would be non-proprietary 

and freely sharable, usable by anyone with access to the necessary means of production. The property 

rights in the means of production themselves – the numerically controlled machines, 3D printers, and 

the like – could be organized in a variety of ways: by individual cooperatives; by consortia of 

cooperatives and small firms; by municipalities or other public bodies and then leased to cooperatives. 

Peer-to-peer collaborative production of design libraries, then, would solve the problem of generating 

sophisticated designs for products; creative commons licenses for those designs would solve the 

problem of equal access; and various forms of public and cooperative ownership would solve the 

problem of access to the means of production to use those designs. 

The knowledge commons 

One of the important foundations of contemporary capitalist production is intellectual property rights, 

especially patents. Patents are generally defended on the grounds that they provide necessary 

incentives for innovation and thus have a positive effect on the rate of innovation. Innovation involves 

risks, since there is never a guarantee that the time, resources and energy devoted to research and 

development will actually result in a successful innovation. Many potential innovators would not take 

those risks unless they had assurance of being able to restrict the access of other people to their 

innovations. This is the sense in which the promise of a patent acts as an incentive for innovation. But 

clearly, patents also have negative effects on the rate of innovation by slowing down the rate of 

diffusion, copying, and improving existing innovations.  

 It is impossible to know whether on balance the positive effects of intellectual property rights on the 

incentive for innovation are greater or smaller than the negative effects. What we do know for sure is 

that patents enable corporations to restrict access to innovation in ways that significantly enhance their 

profits. This has had particularly grotesque effects in the pharmaceutical industry, where the 

enforcement of patent protection has enabled corporations to raise prices of critical drugs to prices 

vastly above the costs of production, but such “monopoly rents” (to use the economists’ expression) 

occur whenever a valuable patent blocks access to a technology.   

 In recent decades, activists interested making knowledge universally available for human purposes 

have created a number of alternatives to private intellectual property rights. Broadly, these are called 

“open access” licenses, and include such things as Copyleft, Patentleft, Creative Commons Licenses, and 

BiOS (Biological Open Source) Licenses. These and other licenses have been used to protect the open 
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access status of open source software, scientific discoveries with applications to agriculture and 

medicine, cultural products, and other forms of knowledge.  In a democratic socialist economy, while 

there may be a residual role for private intellectual property rights and limited patents, in general 

scientific and technical knowledge and information would be treated as part of a knowledge commons. 

* 

If all of the items on the menu we have been exploring were in place in a substantial way, we would 
no longer be living in a capitalist economy. The precise mix of different elements and how they were 
connected, however, could vary enormously.  One can easily imagine a democratic socialist economy 
within which the direct state provision of many services had been replaced by public funding with 
social/solidarity economy provision, but equally one in which this was not a prominent part of the 
economic system. Democratic socialist economies could vary in the relative scope of market-
production versus the various forms of nonmarket production of goods and services, or the relative 
weight of cooperatives versus other forms of market-oriented enterprises. Unconditional basic 
income could be a pivotal mechanism of income distribution, but one could also imagine a 
configuration in which good-jobs-for all was the basic way of guaranteeing livelihoods for everyone 
able to work and generous needs-based income transfer programs provided livelihoods for those 
unable to do so.  The various forms of economic organization discussed in this chapter are thus just an 
inventory of building blocks – and a partial inventory at that. The actual configuration of elements in 
any future, sustainable democratic socialist economy beyond capitalism would be the result of an 
extended process of democratic experimentation over time.  

 

Back to the problem of strategy 

Given this conception of a destination beyond capitalism, the fundamental strategic problem we face 
is how to create the conditions in which such sustained democratic experimentalism is possible. So 
long as capitalism remains dominant, however, such democratic experimentation is deeply 
constrained. The strategic vision elaborated in chapter 3 argues that it might be possible to gradually 
create such conditions by eroding the dominance of capitalism through a combination of dismantling 
and taming capitalism from above and resisting and escaping capitalism from below.  

Given how constraining capitalist relations are on the project of democratizing the economy, it is 
easy to see the appeal of the classic revolutionary idea that the dominance of capitalism can only be 
broken by a rupture in the power relations that sustain that dominance. This seizure of power would 
then set in motion the long-term project in which democratic experimentation could function to build 
the emancipatory alternative. I argued that this ruptural vision is a fantasy, at least for the foreseeable 
future, since it is not plausible that a system-rupture could set in motion the sustained democratic 
experimentation needed to build a democratic, egalitarian, solidaristic economy. To be sure, it is 
certainly possible that a system rupture might occur in the future in a situation of intense crisis; 
however, the evidence is that this would not create the conditions for democratic socialism. 

But, isn’t eroding the dominance of capitalism equally implausible? It is one thing to argue that 
there is space within capitalism for resisting the depredations of capitalism. This happens all the time. 
And escaping capitalism, in the sense of building economic relations embodying emancipatory values 
in cracks and niches, is also possible; just consider cooperatives, peer-to-peer production, the social 
economy and public libraries. These are all possible “moves in the game” even when capitalism is 
dominant. The problem is that the rules of the game of capitalism severely restrict the space for such 
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moves. Specifically, existing rules of the game seem unlikely to allow a growth of alternatives in ways 
that would significantly erode the dominance of capitalism. This is why the strategy of eroding 
capitalism also requires dismantling capitalism -- that is, changing the rules of the game that make up 
the power relations of capitalism in such a way as to open up more space for emancipatory 
alternatives. Historically, the rules of the game of capitalism have sometimes been altered to 
neutralize some of the worst harms of capitalism. This is taming capitalism. Dismantling capitalism 
goes beyond simply neutralizing harms; it involves changes in those rules of the game that impinge on 
the core power relations of capitalism. This is a much bigger challenge.  

To understand the nature of this challenge, we must turn our attention to the state. This is the 
focus on the next chapter. 

 

 

 

 


