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Abstract:

The modernization that is currently being propagated in the social democratic parties of various European countries is presented as a reaction to fundamental socio-economic transformation processes within industrial societies and the global economy. The goal of this modernization process is to bring forth a “Third Way” distinct both from neoliberalism and from the statist, corporatist social democracy of the post-war era. In the course of redefining and realigning their fundamental policy programmes, social democratic parties have initiated a value discussion where the normative dimension of the core idea of social justice is open to question. The classical social democratic values of solidarity and equality have been successively abandoned and replaced with a semi-meritocratic, competition-oriented concept of fairness.

This study of  “Legitimation Problems of late Social Democracy” should investigate the characteristics, content and platform of the social democratic redefinition of social justice that has taken place under the banner of the Third Way, taking as case studies the British Labour Party and the German Social Democratic Party (SPD). The main question here is the extent to which redefining the core idea of social justice serves to legitimize neoliberal economic policies, and thus accelerates the loss of member loyalty. This will be investigated by means of a comparison of programme development related to a political paradigm change.
1. Introduction

Social democracy is in its deepest crisis since World War II. Both in Great Britain and in Germany, social democratic parties are experiencing significant losses in terms of members and votes, alongside of a deep alienation from the unions, who have been their traditional partners over the last century. This goes hand in hand with a process of realignment and redefinition of social democratic values such as social justice, fairness and equality. Social democratic identities and loyalties, though everything but static from the beginning, are heavily contested and in decline. In other words: Classical social democracy is disintegrating (Lösche 2004; Walter 2004). 

In this context, the emergence of the Third Way marks an attempt to create a new social democratic model, which tries to integrate the reconfigured economic theory and corresponding policies with traditional values. Many commentators suggest that the impact of the Third Way on the development of the parties is every bit as significant as the original revisionism controversy was at the beginning of the 20th century. The Third Way is claimed to be an alternative to both conservative neo-liberalism and “old” corporatist social democracy (Giddens 1998). It has abandoned the former economic paradigm of Keynesianism and has adopted the main positions of neo-classical economics. The welfare state should become an activating, recommodifying social investment state. This adoption of a new economic theory is accompanied by a major programmatic revision, which reveals a hostile attitude of the Third Way protagonists towards the traditional paradigm of distributive justice. This is seen as an element of old labour, and caricaturingly portrayed purely as a seek for equality of outcomes. The authors of the most important programmatic document of the Third Way, the so-called Schröder-Blair-Paper (1999), see the “timeless” values of “fairness, social justice, liberty, equal opportunities, solidarity, and responsibility” as the heart of social democracy. Quite contrary to this view, in this paper I will suggest that the values of social democracy are everything but timeless and that due to the social democratic crisis of legitimacy they are undergoing a process of fundamental change. 
2. Research Question

How is the ‘Third Way’ to be understood? Some commentators see the Third Way as the same as, or as the best shell for, Thatcherism, Christian Democracy or Neo-liberalism (Hay 1999; Anderson 2000, Callinicos 2001, Seeleib-Kaiser 2002). More sympathetic commentators argue that the Third Way is a model distinct from both Neo-liberalism and classical social democracy (Giddens 1998), or that it is a continuation of post-war Revisionism (Fielding 2003). But beyond these dichotomous viewpoints, there is little research on the causes of social democratic realignment (Clasen 2002). Social democratic change is mostly seen as a product of the decline of the working class, the development of post-industrial societies, and Globalisation. In my view, these theories are necessary, but not sufficient as an explanation, because they often ignore that social democratic parties are themselves active players in processes of class decomposition and in the striving for global competitiveness. Therefore, I will argue that it is the interrelation of the “long downturn” (Brenner 1998) of the world economy and the “political paradigm shift” (Hall 1993) towards a neo-liberal policy regime, which leads social democrats to undertake programmatic change.

Following this line of reasoning, I will argue that the adoption of the main features of neo-classical economic theory in a narrow sense, and the “neo-liberal policy regime” (Przeworski 2001) in a broader sense by social democracy, has led the SPD and New Labour into a “political economy dilemma” (PED) (Kitschelt 1999,1994). The discrepancy between the expectations and values of the membership and supporters on the one hand, and the government policies on the other hand raises problems of legitimacy for social democracy. In this context, the “Third Way” debate must be understood as an attempt to create a new coherent social democratic model which can win over the followers and which is build on the linkage between the new economic paradigm and the reconfigured core values of social democracy.

Building on the argument that that in this process the content of the core values of social democracy is subjected to change, my research question will deal with the realignment of the central value of social democracy: social justice. How is this central value being redefined, and how is this “revaluation of values” (Lessenich 2003a) taking place in a period of stagnation of the world economy and a political paradigm shift? To what extent does the reconfiguration of the social democratic core values follow the same pattern in Germany and Britain? Does the revaluation of this central value follow a similar line of reasoning in the two countries or are there divergent interpretations emerging due to the different institutional settings of the two models of welfare capitalism? 

3. Case Selection

I will focus my analyse on programmatic change because social democratic parties are widely seen as programmatic parties. Programmes are supposed to produce coherent ideological viewpoints and guiding principles, and they are to legitimise and make sense of the parties‘ politics, as well as create loyalty towards the party. To the public, programmes provide electoral appeal. (cf. Paterson 1993; Lösche/Walter 1992). Historical experience shows that programmatic changes normally followed socio-economic and political change, major changes in social democratic strategies, and the adoption of new political attitudes by the party leaders and the general public (Padgett 1993: 34).

The redefinition of the concept of social justice is relevant for several reasons. Foremost, it is the core value of social democracy (Merkel 2003; Egle/Henkes 2003). Within social democratic parties, this concept represents the essential ideological connective tissue, which secures the followers‘ loyalty, and functions as the purpose behind the motivation for party-activity. In addition to that, it also boasts a (visionary) social objective, as well as a normative framework for bringing the party’s actions into line. 

I choose the programmatic discourse of New Labour and the German Social Democratic Party for several reasons. First, with regards to the Schröder-Blair-Paper, both parties were involved in the most prominent and influential attempt to redefine the social democratic strategy, and both have managed to stay in office for almost two terms. Second, both parties (together with the Swedish party) represent the most important social democratic parties in Europe historically. Third, the two social democratic parties are embedded within different models of welfare capitalism, different democratic systems and are examples of different traditions of socialist thought. Historically, Labour and the SPD have different and ambivalent understandings of social justice. While Labour has a more pronounced heritage of state provided social citizenship, universalism and equality (on a low level), the SPD was more committed to rebalance the perceived inequality between labour and capital, but made less attempts to change inequalities   in the labour market and the German welfare state which due to its heavy reliance on social insurance as the main principle of provision serves to maintain status differences between different groups of workers. On the other hand, for Labour the market played traditionally a greater role in the provision of social benefits and the allocation of resources, while the SPD was committed to  a higher level of decommodification and market regulation. My expectation is, that this diverse heritage of social democracy leads to nationally different manifestations of a a common project.

4. Structure and Agency: Resources and Constraints for social democratic modernisation

The way in which social democratic protagonists react to the PED is determined by a range of different aspects, which have led to alternate varieties of new social democracy, as well as to quite distinct discussions about the interpretation of the term social justice in Great Britain’s Labour Party and Germany’s SPD
. In order to identify the differences in the developments, the discourses will be analysed in the context of national particularities. Referring to Giddens (1995) and Elster (1979), Merkel (2000a) makes out at least two mechanisms functioning as filters situated between the articulation of principles and objectives of a party, and their realisation. Not only do these filters influence the agents‘ decisions in everyday politics, but they are actually anticipated by them when formulating a strategy or programme. In other words, when social democrats develop programmes, they orientate not only on what is normatively desirable, but also on what they think is feasible. Referring to the theory of Giddens (1995), Merkel identifies the first filter as the “structural filter for political acting” which is made up from the conditions of the economic environment, the institutional framework, the constellations of interests, and the political-cultural disposition of values (Merkel 2000a: 265f). This filter is characterised by the resources and constraints which concern the feasibility of the party objectives, and which define the political opportunity structures. However, these resources and restrictions are characterised by certain ambivalence. To the political agents, these perceived structures become manifest both objectively (inherent necessity) and subjectively (assumed inherent necessity) (cf. ibid.). This implies the (prior) influence of the agents’ ideational predisposition on the perception of structures. In other words: The political paradigm imposed by the agents shapes the prism through which a problem is viewed (Hall 1993: 279). The perceived structure then serves as a point of reference for the protagonists to develop a limited number of applicable measures, the “feasible set” (Elster 1979: 113), which function as the second filter, and from which the agents then select their strategy and policies. The strategical embedding of the agents determines the final decision, which again depends on the competitive constellation of the different political parties, the own interpretation of the structures, as well as the relationships with and the potential power over other agents. This shows that Merkel’s approach starts out from the same perspective as Historical Institutionalism, therefore both approaches can contribute greatly to this examination. Through formal organisations, rules and procedures, institutions bring the interaction among the agents, as well as their distinct objectives, into line. So institutions appear not only as restrictions, but also as resources to aid intentional action and to draw up parallels between the macro-social structures and the intermediate system (cf. Thelen/Steinmo 1992; Pierson/Scocpol 2002).


In the following, I will outline those structural filters that – in my view – are essential for social democratic actors, and which function as a frame for the metamorphosis of social democracy. This outline aims to show the relevance of structural filters for the strategical orientation of social democracy, however, for now the question as to which aspects are more relevant than others and how different factors interact with each other must be left unanswered. 

Macro-Social Structures

On a European level, the alternate varieties of social democracy are incorporated in the European social model, which is characterised by economic dynamics as well as social balance. From the 1990s onwards, this historically developed model has more and more been turned into a “new” European social model, which abandons the institutionalisation of social balance in favour of a competitive integration into the market. This implies a possible fragmentation of the model (Grahl/Teague 1997). Both the “disciplinary neo-liberalism” (Gill 1998) of the Maastricht Contract and of the Declaration of Lisbon (2000) – the latter of which was drafted mainly by European social democrats, who declared the top priority was to turn Europe into the most competitive region in the world –, as well as the policies of recommodification, liberalisation, and flexibilisation on a European level inspired by the Third Way, sharply contradict the self-portrait as being the (humane) counterpart to US-capitalism (Aust/Leitner/Lessenich 2002)
. Or, to put it in other words: For social democratic parties the European Union is also viewed as a resource for political engagement, although it simultaneously represents a constraint
.

Comparative political economy and sociology suggest a great influence on the perspective of the agents by their different national macro-social embedding. The macro-structures related to the varieties of social democracy are (i) the model of capitalism, (ii) the welfare state regime, and (iii) the form of democracy. Comparative studies on capitalism differentiate between a “co-ordinated market economy”, and a “liberal market economy”, the two models differing in industrial relations, inter-company relations, the financial system, and in the regulation of the education and training sector (Hall/Soscice 2001; cf. Hoffmann 2003). The first model is characterised by long-term co-operative relationships regulated by the state. In the latter, the relationships are rather short-term, and mainly regulated through the market. The ongoing discussion within the SPD about a special tax, that is to be paid by companies who do not sufficiently employ trainees [‘Ausbildungsplatzabgabe’], shows the way in which the institution of industry-wide training in the German model influences the formulation of political aims. While the SPD is embedded in a “corporatist” welfare state with a status-preserving model of social security, New Labour works inside the “liberal” regime-type, which combines means-tested welfare and low universal transfer-payments (Esping-Andersen 1998). The third dimension concerns the type of democracy. The centralist majority-democracy of Great Britain produces much more elaborate, more direct, and quicker possibilities for implementing policies, than does the federal consensus-democracy model of Germany (Lijphart 1984). Within these types of democracy, the competition of the different parties is modelled by the structure of the system of political parties, by coalition options, as well as by the existence of competition from the left. Nevertheless, macro-social structures and their related institutions function not only as dynamic filters for the development of strategies. They are also somewhat the result of formerly applied policies, and their guiding principles have been developed through past discourses. New Labour, when assuming office in 1997, was indeed confronted with a rather comfortable starting position, due to Thatcher’s and Major’s prior policies of neo-liberal programmes of liberalisation and privatisation, whereas the German social model was marked by a “dynamic immobility” (Lessenich 2003b).

Political Economy Traditions

“Political economy traditions” (Bonoli 2001; Bonoli/Powell 2002; Schmidt 2000), or rather “economic ideology traditions” (Gourevitch 1986), which reflect the acceptance of an economic doctrine and its related norms, values, tradition, and guiding principles by society and by the various collective agents, constitute another filter. So, due to the fact that economic liberalism is much deeper embedded in the history of ideas and of economic policy, even during the heyday of British Keynesianism, the regulation of the market was much less frequent in Great Britain than in Germany.

The intermediate system, political opportunity structures, and the competition between different parties

Structural resources and restrictions may be necessary for establishing the right conditions for the change of political parties, yet they are not sufficient, taken just by themselves. The different structures of  party organisation, the party’s  position within the national party system, their historic roots connected to the specific national social model, as well as the relative desire for power and the creative capacity of political leaders forms another filter (situated on a meso-level). From this perspective, it is the structure of party systems and competition that helps to explain the variety of Third Ways (cf. Green-Pedersen/van Kersbergen 2002).

Working Class strength and Unions

The relative power of the working class movement is of great importance. This is expressed by the manner in which capitalist regimes are institutionalised, and by the degree of the development of the welfare state. In order to control the dynamics generated by the power of the working class movement, demands for social reforms were often met, as in the case of Bismarck; in fact, the working class movement has appeared as a protagonist on the political stage when it came to building a welfare state, or to prevent its deconstruction – as was the case in Germany with the introduction of continued payments of wages in case of sickness [‘Lohnfohrtzahlung in Krankheitsfall’], as well as its protection – a little bit further down the road of history. This shows that the development of the welfare state reflects the state of the dialectical relationship between the impact of the working class movement and social policy. So the welfare state is an achievement of the power of the working class movement, but simultaneously, its strength is determined by precisely that development (Rothstein 1992). So the structural link between social democracy and the unions forms an incorporated inhibition for social democracy to deconstruct the welfare state. Nevertheless, social democracy is in the position to loosen this link, e.g. by implementing measures to flexibilize labour, which weakens the position of the unions in general. The structural link between social democracy and the unions is institutionalised in many ways. The Labour Party was founded by the unions, and is still funded by them (although meanwhile some unions openly question the funding); in Germany, this relationship between the SPD and the unions is established through overlaps in personal and institutionalised arrangements such as special offices which are responsible to ensure the exchange between party and the unions. This arrangement also allows the unions to influence the traditions of political economy concerning the social policy as well as the SPD itself. In Germany, the unions still provide one of the five officially nominated experts on economic policy [Wirtschaftsweisen].

5. Methods

My investigation takes an holistic approach, which assumes that the party’s protagonists are shaped by economic developments, structures, institutions, ideas and electoral competition. Therefore, it is necessary to begin the investigation with a macro-level description of the configuration of post-war social democracy and the transformation of this configuration that have lead social democracy into its serious crisis of legitimacy. 

The examination of political parties as intermediate organisations, however, places the core of my analysis on the meso-level. The “political sociology of political economy” (Gourevitch 1986) examines the discussion about social justice on the level of politics: That is, the dynamic process of developing certain approaches to certain challenges within a given institutional framework. The main objective is to analyse the different processes, motives, ideas, interests and especially values which have led, and will further lead, to the programmatic revision by New Labour and the SPD. My analysis of programmatic change within the Labour Party and the SPD will draw on the public discussions, scientific debates, and party-documents. Primary sources of social democracy shall be taken into account as well the analysis of secondary literature. 


The investigated time period (1992-2005) is characterised by an uneven development within New Labour and the SPD. New Labour had already fundamentally revised “clause 4” of its party programme in 1995 and had engaged in a heavy  debate about the findings of the “Social Justice Commission”. However,  programmatic renewal has not stoppedsince New Labour came into office. The debate has carried on through small essays or pamphlets by the Fabian Society and public speeches by Tony Blair or Gordon Brown.
 

In Germany, we see a process running “top-down”, which began after the elimination of the ambivalence represented by the Schröder-Lafontaine-duo, and followed only after the debate triggered by the Schröder-Blair-Paper (cf. Egle/Henkes 2003). Ever since, there has been an orderly, but many-voiced, federal, and public debate within the SPD, which is supposed to feed into the new party programme of 2005. Since the decision of the party conference in 1999 to formulate a new party manifesto several conferences on the core values of social democracy have taken place. Papers, articles and speeches of members of the official program-commission, leading social democrats, trade-unionist and social scientists have contributed to this discussion, and fed into a controversial debate about social justice.

My work will be written in the form of an analytical narrative in order to facilitate a comprehension of the complex interrelations of the development of real economy, debates concerning political-economic paradigms, and discourses of social justice. An analytical narrative “combines analytic tools that are commonly employed in economics and political science with the narrative form, which is more commonly employed in history [...] it pays close attention to stories, accounts, and context. It is analytical in that it extracts explicit and formal lines of reasoning, which facilitates both exposition and explanation” (Bates et. Al. 1998: 10). This approach allows a revelation of similarities, of tendencies to convergence in the SPD and New Labour, but at the same time – by contrasting the (national) contexts and structural filters – makes it possible to show different variants of the development, because in “theoretical terms, the study of social democratic party strategy calls for a bridge across the familiar divide between students of comparative political economy and parties and elections” (Kitschelt 1999: 318). 

6. Preliminary Findings

I. The Configuration and Deconfiguration of the Keynesian-Corporatist Model

The basic outlines of the post-war model

Even though social democratic parties are the most significant political expression of the working class movement, up until at least the mid 1980s, their character and their metamorphosis were lacking a theoretical analysis (Esping-Andersen 1985). Over the course of 140 years, social democratic parties have continually gone through a process of permanent deradicalisation. During the founding years, the II. International’s parties‘ main objective was to overthrow capitalism and to construct a classless society; this was followed by the belief that reforms could actually be used as an instrument to achieve a gradual transition from capitalism to socialism. For the social democratic parties after World War II, the essential goal was to create a welfare state and full employment within the constraints of capitalism, which led them to abandon the concept of a class struggle with the aim of a socialist society, and to limit themselves to correcting injustices within free market societies (cf. Andersen 1994: 15ff; Merkel 2001: 264).

The decision of the parties to work within the institutions of capitalism in order to achieve socialism was one of the main reasons for deradicalisation before World War II and the transformation to a people’s party after 1945. In competition with other parties, social democracy faced an “electoral dilemma”, since the (traditional) working class was too small in numbers to guarantee an electoral majority, so social democratic parties were forced to compromise over various issues with non-socialist parties and thus to hollow out their own class character (Przeworski/Sprague 1986). 

Social democracy after World War II could be defined as follows: Social democratic parties have their origins in the specific constitution of capitalist democracies, which are characterized by the tension between the equality of civil rights and economic inequality. They engage in the competition with other parties, and promote social reforms within the boundaries of the capitalist mode of production. This structural antinomy is resolved through secondary distribution, i.e. through welfare distribution of the wealth gained on the market, which then helps to instituionalize the class-compromize between labour and capital (cf. Mahnkopf 2000; Esping-Andersen 1985; Przeworski 1980,1985). On the basis of class-coalitions, social democracy was able to extend the welfare state and promote “politics against the market” – i.e. decommodification, institutionalisation of solidarity and equality (Esping-Andersen 1985)
.

For post-war social democracy, Keynesianism was constitutive. It solved the problem of “neo-liberal Marxism” (Buci-Glucksmann/Therborn 1982) of the 1920s, when the neo-classical priorities of currency stability and fiscal discipline had dominated economic policy and the nationalisation of major industries and banks was believed to pave the way to socialism. Keynesianism supplied social democrats with a straight and coherent model of policy to regulate the economy
, and it resolved the “former antinomy between the specific interests of workers on one side, and the development of a national economy on the other. Through Keynesianism, measures of redistribution in favour of the working class became a stimulus for economic development” (Buci-Glucksmann/Therborn 1982: 118; cf. Przeworski 1985: 36f, Vobruba 1983: 133ff). Keynesianism brought political measures for creating social justice into a “harmonious coexistence” with economic efficiency (Kesselmann 1996: 137). “It was a virtuous circle of growth and social justice” (Revelli1999: 125ff).

Also, the social democratic “terms of ideological discourse” were transformed by the Keynesian policy regime (Przeworski 1985: 27). The relevance of social policy was redefined. Governmental spending was no longer regarded as a costs, but rather as “productive social policy”. In denial of the Marxist programmatic heritage, the goal of nationalisation of the means of production was abandoned, as the possibility of state-controlled spending was more and more accepted as the functional equivalent
.

The Keynesian-Corporatist policy model allowed social democracy to expand its power resources by welfare measures, and brought about hegemony of social democracy in Europe, which has never reached that level again ever since. However, a structural constraint remained: “The very capacity of social democrats to regulate the economy depends upon the profits of capital. This is the structural barrier which cannot be broken: The limit of any policy is that investment and thus profits must be protected in the long run” (Przeworski 1985:42).

The decline of Keynesianism, Globalisation, and the Neo-Liberal Policy Regime

The Globalisation debate often leaves out the endogenous factors that are equally decisive for the development of a social democratic strategy: “Social democracy remains married to the conviction that the key to managing distributional conflict is economic growth” (Pierson 2001: 146; cf. Esping-Andersen 1985: 193). This relation of growth and distribution, or rather growth as a required necessity for distribution, was actually functioning during the Golden Age of capitalism, however as from 1973, the year of the oil price shock and the disintegration of the Bretton Woods System, the average growth rates of the world economy have been in decline, and thus this relationship has been brought to an end.

As Brenner’s historical comparative studies suggest, the falling rate of profit represents the economic background for the low growth rates in the countries of the OECD. The boom of the 1990s that was mainly driven by the stock markets was not able to halt the prolonged decline of the world economy, but instead, what it did was to extend its global overcapacities and make it more crisis-prone (Brenner 2002; 1998). So in other words, Globalisation must be regarded not only as a product of the development of the international division of labour, the innovation of information technology, and the liberalisation of the commodity markets, as well as the finance and currency markets, but much rather as a more complex process in which it is reciprocally intertwined with falling profit rates and the stagnation of the world economy (Altvater 2002). 

“General trends within the world economy – growth slow-down [and] the epidemic of neo-liberal ideas in response to these problems – seem to have more significance than globalisation in the sense of increasing openness” (Glyn 2001: 13; cf. Glyn 1995). Globalisation is a real and continuing process, which is infringing the historical patterns of the world economy; but it is also the “social construction of an imperative” (Cox 2001) in connection with neo-liberal ideology:

“[N]eo-liberal ideology itself was partly a response to international economic developments, and it is notable that social democratic leaders have tended to justify their new positions by reference to such developments...Of course, social democratic governments could have withdrawn from these liberal international regimes to practice „socialism in one country“. However, it is not difficult to understand why the European governments did not take that route” (Hall 2002: 35f).

Historical experience shows that reactions to radical economic changes and crises have always produced a variety of economic policies, and that the selection of an economic policy has always depended on the power constellations among the different protagonists, as well as on the national traditions of political economy (Gourevitch 1986). Since the 1970s, continuous liberalisation and deregulation has led free market economies into highly competitive constellation. The Keynesian demand management failed to generate economic growth and lost its coherence. Many scientists, politicians, and public opinion began to lose confidence in it, as it was not able to offer any answers to the new challenges. So within the ranks of social democracy, from the 1970s onward, general trust in Keynesianism was fading away (Hall 1993: 285). The global victory of monetarism expressed itself not only in the success a of conservative parties at the beginning of the 1980s, a paradigm-shift in economic mainstream-theory extended the hegemony of supply-side-policies even into social democracy (cf. Scharpf 1987)
. The Keynesian-Corporatist policy regime fell victim to the adoption of a neo-classical paradigm, or rather the acceptance of the “Neo-Liberal Policy Regime” (Przeworski 2001) altogether. This change in political economy represents a “political paradigm change”, following Hall’s classification, a change of third order. In contrast to changes of the first and second order, not only new instruments are applied and adjusted, but also the objectives altogether are of a new quality. Thus, instead of credit-financed demand policy in order to create full employment, the priority is put on the improvement of the supply conditions and the achievement of currency stability and fiscal balance. So, the transition from Keynesianism to neo-liberalism must be examined as a complex social process, which is affected by numerous factors. This concerns the reciprocal relationships between economic development, conflicts between different interest groups, the formation of new ideas, and the institutional framework (cf. Hall 1992). 

II. The Search for a new Social Democratic Model 

The paradigm shift in political economy repeals the unison of programmatically defined and historically passed down patterns of interpretation of social justice on the one hand, and economic efficiency on the other. In order to examine this shift, attention will be centred on the phenomenon of, as Kitschelt puts it (1999,1994), the “political economy dilemma” (PED), which is a “uniquely social democratic” feature. The concept of the PED is based on the assumption that social democratic parties may at first broaden their electoral base by adopting liberal economic positions – an attempt to convey economic competence. Once in office though, this liberal economic attitude results in a growing alienation from the parties’ followers and voters. It is precisely the conclusion drawn from the PED that generates the dynamics of value change. Because of the paradigm shift in political economy and the resulting policy, which is orientated on monetarism, as well as the modification and deconstruction of the welfare state, social democracy faces problems of legitimacy with regards to its followers and electoral base, who continue to cherish (distributive) social justice as a crucial element of their value system (Vester 2000, 2003; Mau 2001, Eith/Mielke 2000).

Bonoli (2001) sees the concept of the Third Way as a means for social democratic parties to escape the PED. Through a range of progressive ideas and values, social democratic parties can offer convincing concepts on how to tackle the challenges of post-industrial societies and thus can reach out beyond their original electoral base in the working class. So modern social democracy redirects its attention to other status-groups; new cleavages, that obstruct integration, as is the case with working mothers, or with part-time jobs in the service sector, play a significant part in post-industrial societies (Esping-Andersen 1999). By shifting the political focus from the traditional social democratic cleavage, the “vertical” macro-social antinomy between capital and labour, towards the new “horizontal” cleavage of post-industrial societies, the PED is not eliminated, but instead diverted. According to Esping-Andersen’s categories, the political objective has changed. The task is no longer to decommodify labour, but rather its partial recommodification. Simultaneously, the attempts to institutionalise solidarity are and more directed towards intergenerational and insider/outsider-issues.

So, confronted with Globalisation, an incessant growth weakness in European countries, and a political-economic paradigm shift, the PED becomes the driving force behind the change of European social democracy. Also, it offers an analytical framework for the explanation of why social democracy is redefining its values, and why it is searching for a new harmony of social justice and political economy. 

III. Values in hard times

Since the harmony of social justice and economic efficiency is being repealed, it seems as if “social democrats will have to opt for social justice at the cost of economic efficiency or vice versa” (Kesselmann 1996: 138), i.e. they face the classical trade off between efficiency and equality. The policies of social democratic parties no longer reflect the existing moral concepts and guiding principles. 

The redefined concept of social justice has been much referred to in order to legitimise government measures and to create new guiding principles; this is especially the case with reform efforts concerning the labour market (in Germany in reference to the ‘Agenda 2010’) (cf. Brütt 2002, Egle/Henkes 2003). In other words, the retrenchment of the welfare state, which is equally resented by both the population and the party followers, is accompanied by a normatively “legitimising discourse”. The establishment of a new discourse by the protagonists that creates legitimacy for the new policies thus becomes an imperative in order to implement far-reaching reforms (Cox 2001). Governments generate discourses legitimising their material politics by “‘selective activation’, by focusing on a particular value [in this case social justice, O.N.] within a limited repertoire of other values that could be invoked in the situation” (Schmidt 2000: 231f.).

Such a discourse takes place among the elites (“coordinative stage”), as well as between the elites and the general population (“communicative stage”) (Schmidt 2001).  Aside from the cognitive function, the normative function of the ideational dimension of a discourse turns out to be important because it promotes a social acceptance of political changes. Mediated by the institutional framework and traditional discourses, such discourses designed to create a consensus are ongoing within the Labour Party as well as in the SPD. 

The discussion about social justice within social democracy must be regarded under consideration of its historical development – the discussion is as old as social democracy itself
. Even though the term social justice is excessively used in the course of today’s debate, it is striking that it is still “generally undertheorised, and sometimes even undefined” (Powell 2002: 19).


In this whole debate, the discourse of the new social democracy sets itself apart from old social democracy and accuses it of aiming at equality of outcome (Ryner 2000: 251). It is very doubtful though, that this accusation is justified for any given period. “Old labour advocated more equal, not equal incomes” (Powell 2002: 26) However, social justice and equality were in fact used synonymously during the 20th century – the Third Way clearly makes a distinction here (Lund 2001).

The Third-Way develops a new discourse of social justice which draws on different political-philosophical traditions and values. Provocatively, modern criticism of egalitarianism construct a binary codification of “equality and justice”, in which equality is no longer of central relevance for legitimising demands for justice (cf. Krebs 2000). Even the most influential neo-liberal theorist, Friedrich August von Hayek, has some influence on the Third Way (Krätke 2004). Hayek radically legitimises the entirety of the market process, thereby criticising redistribution through the state altogether. In his evolution-theoretical studies, he portrays market-consequences as a result of permanently self-perpetuating spontaneous patterns, so state intervention represents a presumption of knowledge and leads down the “road to serfdom” (Hayek 1976; cf. Goldschmidt 2000). 

However though, the most important starting point for the renewal of the concept of social justice is not the criticism of egalitarianism, nor is it neo-liberal thinking, it is much rather the liberal concept of justice in the manner promoted by the economist Amartya Sen and the philosopher John Rawls in the last quarter of the 20th century. Sen’s stress on the elaboration of individual capacities feeds into the discourse on equal opportunities within new social democracy, and – based on the priority of individual freedom – Rawls‘ principle of difference offers a legitimation for redistribution and inequality (Sen 2002; Rawls 1975).


The redefinition of social justice is a multi-dimensional process. On the one hand, justice is attributed a certain utilitarianism with a rather authoritarian touch to it. On the other hand, the significance of redistributive justice has diminished in favour of the notion of equal opportunities. The term “workfare” or the formula of “rights and duties ” clearly shows the ambivalence of this utilitarianism with its authoritarian touch, which is ready to accept curtailments of individual rights if the community as a whole benefits from it. The methodological individualism of the Third Way corresponds to a certain interpretation of neo-classical theory, and as Callinicos shows (2001: 57ff), changes it contrary to its liberal fundament: Unemployment may justly be punished by the state since it is interpreted as “voluntary unemployment”, or simply as the result of a dysfunctional individual conduct. The catchwords individual responsibility as well as the “Ich AG” [“me ltd.”] represent more pieces to the puzzle of the neo-liberal government technique of creating a new social reality (Lessenich 2003c)

Another dimension, which is the debate about the concept of equal opportunities, revolves around exclusion and inclusion with regards to the market. The “new Liberalism” of the Third Way and its implication of a meritocratic conception of equality (Driver/Martell 2001) is reflected by the references to the logic of the market.
 This “asset-based egalitarianism” (White 2001) equally corresponds to neo-classical theory. If market participants all have equal access to the market, if inherited or social differences (ideally) become irrelevant, then only talent and brain-power is decisive for success or failure on the market. But despite this closeness to neo-classics, “asset-based egalitarianism” remains the most essential distinguishing feature of the Third Way to neo-liberalism. The starting point for entering the market is no longer to be determined by brute luck, but rather it is through state measures, especially in the education-sector (Callinicos 2000).

Starting from the concept of social justice, both the SPD and New Labour have embarked on a mission of “hierarchisation” of justice. The priority lies on inclusion, or equal opportunities, rather than on redistribution (cf. Merkel 2000b; Powell 2002). No fundamentally new conceptions of justice are being introduced, but instead the social democratic centre of gravity has shifted. The main emphasis has been redirected away from a secondary redistribution of primary wealth gained on the market, and a mediation of the vertical conflict between capital and labour to a more procedural justice that wants to equalise individual conditions for access to the market.

The new justice-discourse is connected to the political economy of social democracy for two different reasons. The social democratic harmonisation of growth and justice remains in effect, however, justice can only be generated through inequality: “The well-known neo-liberal textbook formula of the markets – which create and consolidate inequality – functioning as the motivating force behind economic growth and the production of social prosperity is becoming the “formula 1” for social democracy. Accordingly, justice is no longer to be identified with a reduction of inequality; “ ‘limited inequality’ is supposed to produce an increase in justice in the future” (Mahnkopf 2000: 499).

On the other hand, the concept of equal opportunities corresponds to the Third Way’s perception of Globalisation. In information capitalism, the competitiveness and flexibility of national economies depend on the level of education of the economy’s protagonists. In other words: Insofar as modernised social democracy can provide equal opportunities, it also improves national competitiveness on the global market. Social justice becomes an economic resource (cf. Callinicos 2001: 48) Justice is no longer an end in itself but the means to achieve economic competitiveness.
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� The first approaches to a typology of social democratic parties have been worked out by Buci-Glucksmann (1980), Merkel (1993), and Thompson (2000). 


� Schmidt (2003) identifies this fact as the main reason why the European social model is suffering a crisis of legitimacy.


� For Merkel (2004), the European Union represents a supra-national resource for social democratic parties, which to the most part has been neglected in real politics, as well as programmatically, until today.


� Blair’s latest speech on the issue of equality was held in June 2004 with the title “Choice, excellence and equality” (Blair 2004).


� Esping-Andersen identifies two long–term problems caused by these politics. The welfare state resulting from the “politics against the market” is limited in two ways. Because of its self-enhancing expansion, a universalist social citizen welfare state in the sense of Marshall (1992) lead to the burdening of incomes of social democracy’s own clientele, if the state does not reallocate certain responsibilities, such as redistribution, decommodification, and solidarity to the private sector. And secondly, the social democratic strategy – and this is especially striking from today’s perspective – is fundamentally endangered by the absence of economic growth.


� This definition is meant as an approximation to an ideal type. The reality of European social democratic economic policy was, of course, much more complex. Cf. Scharpf (1987)  inter al.


� This is shown in the famous passage of the Godesberg programme of the SPD: “competition as far as possible – planning as far as necessary!” (SPD 1959: 194).


� In 1976, the English prime minister Callaghan said at a Labour Party convention: “We used to think you could just spend your way out of recession and increase employment by cutting taxes and boosting spending. I tell you ... that option no longer exists...” (cited in: Hall 1993)


� For conflicts within the working class movement over what was to be regarded as “just”, cf. Marx (1875) and Engels (1881)


� The most prominent example is undoubtful the Schröder-Blair-Paper, which is judged by Egle/Henkes as a “programmatic adaption of the functional logic of integrated markets” (Egle/Henkes 2003).
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