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Thank you for coming. Tonight is the first in what we plan
to be a series of debates on current economic and policy
issues, organized by the Center for Research on the
Wisconsin Economy (CROWE).
Tonight, we will be debating the resolution:
“Social democracy is preferable to market capitalism, but ultimately America will need to
move towards a socialist system.”
Before turning to the debate, let me mention a little about CROWE. Our mission is to support
and disseminate economic and policy research, with a particular focus on issues affecting the
state. Outreach, education, and discussion are key areas of our concern, which motivated our
interest in organizing tonight’s debate, as the topic is certainly relevant given both Wisconsin’s
progressive and socialist traditions, as well as the current interest in the state and beyond. On
our website crowe.wisc.edu you will find our recent work, and information on upcoming events.
We are grateful for the support of our co-sponsors: the Center for the Study of Liberal
Democracy and the Tommy G Thompson Center on Public Leadership (both at UW-Madison),
as well as the Institute for Humane Studies.
Debate topic:
A spectre is haunting America – the spectre of socialism.
Of course, this spectre has haunted America before. In preparing for this debate, I came across
the transcript of a debate on “Capitalism vs. Socialism” held 99 years ago in January 1921 in New
York, featuring the head of Columbia economics department and a professor from the (now
defunct) Rand School of Social Science.[1] Of course, much has changed since that debate,
which was held in the shadow of the Russian Revolution and the “red scare” reaction in the US.
In fact, the socialist participant in the 1921 debate, had been arrested and prosecuted for writing
pieces opposing the US efforts in WWI. (We are grateful to be able to discuss issues freely
today.)

1

Socialism, Social Democracy, and Capitalism
But rather than revisit the history of American engagement with socialism, let me focus on the
present. A good description is in the recent book We Own the Future: Democratic SocialismAmerican Style [2] which begins (and I quote):
“America will never be a Socialist Country,” President Donald Trump declared in his
2019 state of the Union Address. “The American Left is on the cusp of a great
victory,” wrote an apprehensive David Brooks in the New York Times in 2018.
More than at any time since World War I, over 100 years ago, Americans are talking
about socialism. Conservatives fear it. Liberals question it. Many progressives and
radicals embrace it. Why is that word, and the egalitarian vision it defines, enjoying a
resurgence in the United States? And does it mean, as Trump warned and Brooks
predicted, that socialism is on the American horizon?
In 2016, Sen. Bernie Sanders, a democratic socialist, captured the nation’s attention
and more than 13 million votes. [And now in 2020 he is a contender for the
Democratic presidential nomination, and 2 weeks ago had been the front-runner.]
Two years later, voters elected democratic socialists Alexandria Ocasio-Cortez and
Rashida Tlaib to congress, while dozens of their counterparts won races … around
the country. According to a 2019 Gallup poll, 43% of all Americans and 58% of
Americans between 18 and 34 years old believe that socialism would be a good
thing for the country.”

"More than at any time since World War I,
Americans are talking about socialism."
But while socialism is on the rise, exactly what that means is unclear. That is one dimension
where the current is like the past. Let me quote from the introduction to the 1921 debate,
“…there exists the greatest confusion in the minds of the public and editors in America as to
what constitutes socialism. To most of our leading writers there is no difference between
socialism, Bolshevism, communism, and anarchism. […] They are all anathema to the American
business man, who lumps them all together.
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Hence any occasion such as this is to be heartily welcomed, not only for its
educational value, but because it indicates a return to our habitual American policy
of talking things out on their merits, fairly and openly.”
That is also our goal for tonight: a fair and open debate of this resolution.
[1] “A Public Debate: Capitalism vs. Socialism,”
http://debs.indstate.edu/s466d4_1921.pdf
[2] We Own the Future: Democratic Socialism – American Style. (2020) Aronoff, K.,
Dreier, P. and M. Kazin (eds.), The New Press, New York.
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Opening Statement:
Brian Leiter
Karl N. Llewellyn Professor of Jurisprudence,
Director of the Center for Law, Philosophy, and
Human Values at the University of Chicago.
Speaking in favor of social democracy.

I am both a lawyer and a philosopher by training, and
philosophers, especially, like to start by defining their
terms, so that is where I will begin.
By capitalism, I mean an economic system in which the primary means by which a society
produces what its people need and want—food, housing, energy, transportation, and so on-are owned by private individuals or corporations whose aim is to make a profit by
producing these things. Exxon, Amazon, Kraft Heinz, Apple, Tyson Foods, General Motors
are all examples of privately owned capitalist producers.
Capitalist countries vary in how much the government undertakes two activities that
interfere with or alter the capitalist marketplace. First, capitalist societies differ in how much
they regulate or restrict the activities of capitalist producers in order to prevent harms to
others. Examples of such restrictions would include environmental regulations and
regulation of working conditions. Second, governments differ in how much they try to offset
or correct for the ways in which transactions in the capitalist marketplace exacerbate
people’s bad luck, that is, the chance starting points in life in which people find themselves
which hinder their effective participation in the market: for example, being born in poverty,
or in a disfavored racial or religious group, or suffering from various illnesses or chronic
disabilities. Social insurance schemes like Medicare and Social Security, as well as
affirmative action, are recent examples of such policies in America.
By social democracies, I mean capitalist societies in which government is quite aggressive in
regulating capitalism to reduce harms, and in which the government provides social
insurance to protect citizens against bad luck. Otto von Bismarck, the 19th-century
statesman and militarist who unified Germany, is the father of modern social insurance.
Someone who accused him of being a socialist at the time would likely have been arrested!
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A later German leader, Adolf Hitler, was also a social democrat, as well as a fascist and
genocidal maniac. But his ascent to power was welcomed by the leaders of German capitalism
at the time, not because they were genocidal maniacs, but because they feared actual
socialism.
For actual socialism is rather different than social democracy. Under socialism, the main ways a
society produces what people need to live are under collective control, which usually means
government control. The local bakery or dry cleaner are of no concern to socialism; nor is the
fact that citizens own their home or their clothes or furniture. But Amazon, Exxon, Tyson Foods,
General Motors, and the like are: in a socialist society, they cease to exist as privately controlled
entities whose main purpose is to generate profit for their owners. Under socialism, they are
collectively owned and their main purpose is to produce what is needed to meet human needs
in order to liberate people from the struggle for survival.

Socialism has one central goal: to enable people to live freely--in particular, to live free of
coercion, including the coercion of economic necessity. This bears emphasizing. Everyone
agrees that if a robber points a gun at my head and says, “Hand over your wallet,” I am not free
to decline. Of course, I could, but who would trade their life for some credit cards and dollars?
The robber coerces me into handing over the money. For most people under capitalism, it is
not fundamentally different. If your choices are “take this job or starve,” you have no free choice.
If your choice is to take this job, or do without the medical insurance and thus access to the
medical care you need, you are being coerced to take the job. Freedom from necessity and
coercion by necessity is the central animating ideal of socialism: not altruism, not cooperation,
but freedom.
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Obviously, most leaders who claim to be socialists or, for that matter, “believers in free
markets,” are not. The fact that Hitler was a social democrat and popular with capitalists,
or that the fascist dictator Pincohet in Chile was devoted to the “Chicago School” of free
market economics, or that Castro and Mao claimed to be socialists, are irrelevant to any
serious discussion of the merits of capitalism, social democracy, or socialism. So much by
way of defining the terms.
Now I favor a return to stronger “social democracy” for America, which is what Senator
Sanders from Vermont favors, although it is unfortunate he calls himself a “socialist”: I
have seen no evidence that he is.[1]
He is like Bismarck, Franklin Delano Roosevelt, and almost every leader of a European
country in the last seventy years, a social democrat. I will not say much about the
argument for social democracy tonight, since I think it obvious that most people in
capitalist societies are better off under social democracy. From 1946 to 1980, when the
United States still enjoyed the benefits of the social democracy FDR established, real
GDP nearly doubled and those in the bottom half of the income distribution saw their
income increase by 102%, while those in the top 1% saw an increase of 47%. With Ronald
Reagan’s attack on American social democracy starting in 1980, things changed: between
1980 and 2014, real income increased by just 61%, but those in the bottom half saw only a
1% gain, while the top 1% of earner saw their income triple.[2]
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As the economist and columnist Paul Krugman recently wrote regarding the very social
democratic “Nordic countries” in Europe: “They have somewhat lower G.D.P. per capita than we
do, but that’s largely because they take more vacations. Compared with America, they have
higher life expectancy, much less poverty and significantly higher overall life satisfaction. Oh, and
they have high levels of entrepreneurship — because people are more willing to take the risk of
starting a business when they know that they won’t lose their health care or plunge into abject
poverty if they fail.”[3] Anyone can review the public evidence: affluent capitalist societies that
offer strong social democratic-protections—from Australia to Sweden to Singapore--produce
better outcomes for their citizens on almost every dimension of well-being: health, age,
education, happiness.

"Socialism has one central goal: to enable
people to live freely -- in particular to
live free of coercion, including the
coercion of economic necessity."
What I do want to argue tonight is that, even though socialism is not yet right for America, if we
do not become a socialist country at some point in the future, almost everyone in this room, or
your descendants, is doomed. My argument does not appeal to altruism or charity: socialism has
nothing to do with appeals to do-gooder or altruistic instincts. Socialism points out the
fundamental irrationality of capitalism as a system of production, and appeals to the self-interest
of the vast majority of people. Let me explain.
Capitalists—those who control production, and thus make investment and production decisions—
are out to make profit from what they own. Because capitalist producers compete against each
other, they are incentivized to innovate, develop new productive technologies, and reduce their
production costs where they can, so as to increase their profitability. This accounts for why, as
Karl Marx himself emphasized, capitalism is unparalleled in its ability to increase economic
productivity. Indeed, as Marx noted, for socialism to be possible there must first be capitalism, for
capitalism “must necessarily have...produced...a great increase in productive power, a high degree
of development....[T]his development of productive forces...is an absolutely necessary practical
premise because without it want is merely made general, and with destitution the struggle for
necessities and all the old filthy business would necessarily be reproduced."[4]
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The “struggle for necessities” is exactly what so-called “socialism” in Mao’s China and Castro’s
Cuba produced: neither society had benefitted from the remarkable growth in productive
power that only capitalism, in the history of our world, has produced.
But capitalists do not provide jobs for people out of altruistic concern for the welfare of
others: they do so only because it is necessary to produce the goods that are their source of
profit. All those whose lives depend upon wages from capitalist producers work and survive
only as long as some capitalist needs them to. Because capitalist producers are always locked
in life-and-death competition struggles with other capitalists, they must reduce costs where
they can, and increase productivity where they can, sometimes doing both at the same time.
Global corporations move jobs to India or Mexico for one simple reason: labor costs are
lower there. Corporations embrace new technologies, like robots, because over the long term
they are much cheaper than even cheap human labor. Here’s how the New York Times put it
in a story about corporate executives meeting at the Davis World Economic Forum:
They’ll never admit it in public, but many of your bosses want machines to replace
you as soon as possible....[I]n private settings…these executives tell a different story:
They are racing to automate their own work forces to stay ahead of the competition,
with little regard for the impact on workers.
All over the world, executives are spending billions of dollars to transform their
businesses into lean, digitized, highly automated operations. They crave the fat profit
margins automation can deliver, and they see A.I. as a golden ticket to savings,
perhaps by letting them whittle departments with thousands of workers down to just
a few dozen....
In Davos, executives tend to speak about automation as a natural phenomenon over
which they have no control, like hurricanes or heat waves. They claim that if they
don’t automate jobs as quickly as possible, their competitors will.
As to who will buy the products of their operations once all the workers are
gone...well, that doesn't seem to occur to any of them.[5]
And that, in a journalistic nutshell, is the problem that faces us under capitalism: capitalist
producers must reduce their costs, for if they don’t, their competitors will do so and then
drive them out of business.
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Since the logic of capitalism demands reduction of production costs, and since the wages of
most people under capitalism are simply “production costs” to be reduced or eliminated, this
cannot end well.
The only humane alternative is socialism, that is, ultimately taking collective control of the
immense productive power that capitalism generates, so that its purpose is not the endless
pursuit of profit, but producing what human beings need to live and flourish. That time is not
yet at hand, but it may be sooner than we expect.[6]
[1] Robert Hockett points out to me that Senator Sanders does favor greater labor ownership
and control of productive processes.
[2] See John Roemer, “What is 21st-century Socialism?”, Project Syndicate, February 11,
2020: URL
[3] Paul Krugman, “Trump versus the Socialist Menace,” February 9, 2020:
https://www.nytimes.com/2019/02/07/opinion/trump-socialism-state-of-the-union.html?
referringSource=articleShare
[4] German Ideology
[5] https://www.nytimes.com/2019/01/25/technology/automation-davos-world-economicforum.html?action=click&module=Top%20Stories&pgtype=Homepage
[6] Thanks to Robert Hockett and Eric Posner for feedback on an earlier draft.
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Opening Statement:
Bryan Caplan
Professor of Economics at George Mason University
Speaking in favor of capitalism.

All first world countries are already social democracies. Their
governments continue to allow markets to provide most
goods and services, but they heavily regulate these markets,
heavily subsidize favored sectors like education and health,
and heavily redistribute income. The U.S. is moderately less
social democratic than France or Sweden, but the idea that
we have “market capitalism” while they have “social democracy” is hyperbole. If you favor social
democracy, you should be happy because your side won long ago: free-market rhetoric
notwithstanding, the U.S. has Social Security, Medicare, Medicare, and public education, and
strict regulation of labor markets, construction, and other major industries. My view, however, is
that social democracy is a awful mistake. Despite its bad press, market capitalism would be
much better than what we have now.
Advocates of social democracy typically claim credit for three major improvements over market
capitalism. First, they’ve used redistribution to greatly reduce poverty. Second, they’ve used
regulation to make markets work better. Third, they’ve used government funding to provide
wonderful services that markets neglect. I say they’ve greatly overstated their success on all
three counts – while conveniently neglecting heavy collateral damage.
Let’s start with redistribution. The rhetoric of redistribution revolves around “helping the poor.”
When you look at redistribution in the real world, however, this is grossly misleading. The U.S.
government spends far more on the elderly – most of whom aren’t poor – than it spends on
actual poverty programs. Programs like Social Security and Medicare are popular because they
“help everyone.” But “helping everyone” is extremely wasteful because most of the people
government helps would have been quite able to take care of themselves. Instead, we absurdly
tax everyone to help everyone. This humanitarian rhetoric rings even more hollow when you
examine the most important forms of government regulation. Domestically, nothing does more
harm than our draconian regulation of the construction industry.
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This regulation, primarily state and local, makes it very hard to build new housing, especially in
high-wage places like New York City and the Bay Area. It’s hard to build tall buildings. It’s
hard to build multi-family housing. You have to waste a lot of valuable land; builders put
houses on an acre of land because zoning laws force them to do so. The connection between
this regulation and exorbitant housing prices is almost undeniable. In lightly-regulated areas of
the country like Texas, business supplies ample cheap housing. Anytime someone tells you
regulation makes markets work better, just look at San Francisco’s housing market for a reality
check. And this hardly one tiny failure of regulation; housing absorbs about 40% of the
average Americans’ budget.

"I know that social democratic policies
are emotionally appealing. Yet
objectively speaking, market capitalism
offers much better results."
Immigration regulation is an even more egregious failure. The single best way for people
around the world to escape poverty is to move to high-productivity countries like the U.S. and
get a job. This benefits not only immigrants, but us, because we’re their customers; the more
they sell us, the better-off we are. A hundred years ago, immigration to the U.S. was almost
unregulated, giving people all over the world a viable way to work their way out of poverty.
Now, in contrast, immigration is very tightly regulated – especially for those most in need.
Economists’ estimates of the global harm of these regulations sum to tens of trillions of dollars
a year, because each immigrant worker vastly enriches the world, and hundreds of millions of
workers wish to come. Again, this is the opposite of one tiny failure of regulation.
Finally, what about education, health care, and other sectors that government subsidizes? I say
these policies are crowd-pleasing but terribly wasteful. Yes, more educated workers make
more money, but the main reason is not that you’re learning useful skills. Most of what you
study in school is irrelevant in the real world. Degrees mostly pay by convincing employers that
you’re smarter, harder-working, and more conformist than the competition. That’s why there’s
been severe credential inflation since World War II: the more degrees workers have, the more
degrees you need to convince employers not to throw your application in the trash. Pouring
money on education is an exercise in futility.
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The same goes for health care. Almost every researcher who measures the effect of health
care on health agrees that this effect is much smaller than the public imagines. Diet, exercise,
substance abuse, and other lifestyle choices are much more important for health than access
to medicine. But these facts notwithstanding, the government lavishes funding on health care
that barely improves our health. If this seems implausible, just compare American life
expectancy to Mexico’s. Medicare plus Medicaid cost well over a trillion dollars a year, yet we
only live a year-and-a-half longer.

A reasonable social democrat could object: Fine, actual social democracies cause
great harm and waste insane amounts of money.
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But we can imagine a social democracy that limits itself to helping hungry kids and refugees,
fighting infectious disease, and other well-targeted programs for the betterment of humanity.
Frankly, abolishing everything except these few programs sounds really close to market
capitalism to me… and it also sounds like wishful thinking. In the real world, governments with
lots of power and a vague mandate to “help people” reliably do great harm. This is true in the
U.S., and it’s true in Sweden. Yes, the Swedes strangle their housing industry too
Given all this, I predictably deny that “ultimately America will need to move towards a socialist
system.” Full-blown socialist systems make social democracy look great by comparison.
Indeed, once you draw the distinction between social democracy and socialism, it’s very hard
to find to find any socialist regime that isn’t a tragic, despotic disaster. If Sweden is the jewel
of social democracy, what’s the jewel of socialism? Cuba? Nor is there any sign that socialism
somehow becomes “more necessary” as countries progress. The main reason governments
have gotten bigger over the last thirty years is just the aging of the population.
Finally, let me underscore what I’m not saying. I’m not saying that life in the U.S. or Sweden is
terrible. In fact, human beings in both countries enjoy close to the highest quality of life than
human beings have ever achieved. My claim, rather, is that even the most successful countries
in history could do far better. I know that social democratic policies are emotionally appealing.
That’s why they’ve won. Yet objectively speaking, market capitalism should have won because
market capitalism offers much better results.
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Thank you for your continued support for the Center
for Research on the Wisconsin Economy. Please visit
our website for more information about current
research and upcoming events this fall.
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