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Theoretical implications of the demise of state socialism 

MICHAEL HECHTER' 
University of Arizona 

Nearly a century ago, Emile Durkheim described socialism as "above 
all a plan for the reconstruction of societies, a program for a collective 
life which does not exist as yet or in the way it is dreamed of, and which 
is proposed to men as worthy of their preference. It is an ideal. It con- 
cerns itself much less with what is or was than what ought to be."2 

How things have changed. To many observers it seems as if socialism's 
time has come and gone. The cataclysmic and - as Lipset and Bence 
detail in this issue, generally unforeseen - developments of the past few 
years appear to have dealt state socialism a mortal blow. Less than a 
decade ago a large proportion of the world's population lived in social- 
ist regimes, but today unequivocally socialist regimes can be found only 
in Cuba and North Korea. China's current experiments that combine 
privatization with political centralization are perhaps best character- 
ized as "Market Leninism," although some may dispute the appropri- 
ateness of this label. 

The unravelling of state socialism is an event of profound political and 
cultural significance. Politically, one of its most tangible by-products - 
the end of the Cold War - has already brought forth changes in inter- 
national relations that are little short of tectonic in scope. As I write, 
the Israelis and the Palestine Liberation Organization, to nearly univer- 
sal amazement, have signed a peace agreement. Who knows what other 
revelations the future will bring? 

Culturally, state socialism was not merely a set of institutional arrange- 
ments designed to produce relatively egalitarian individual outcomes. It 
was also a secular faith that was buttressed by an elaborate ideology.3 
State socialism deeply affected the lives of a great many people - from 
the citizens of the various socialist regimes, to the members of opposi- 
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tion socialist parties elsewhere, to the guerilla fighters and their sup- 
porters in a host of less-developed countries, to the artists and intellec- 
tuals committed to the building of socialist man: 

When it still existed, the Soviet Union was a moral order, in fact a most mar- 
velous specimen of it, exemplifying many of the things sociologists believe 
about human societies, and exemplifying them with a stark extremism which 
should perhaps have made us more skeptical about its prospects of survival 
than we were. It was a society based on a vision, in the keeping of a compe- 
tent and occasionally brilliant corps of clerics, well trained to attend to the 
ideological needs of society. The system of ideas was coherent, rich, and sup- 
ple. It had an answer for everything, but usually it had more than one answer 
for important questions, and so could accommodate changes in policy. The 
answers formed a system that was endowed with coherence and mystery; it 
could both inspire by linking itself to the most generous impulses of the 
human heart, yet also intimidate by incomprehensibility. In fact, it combined 
these elements in ideal proportions. It could invoke the values of equality, 
cooperativeness, prosperity, liberty, and fulfillment, and it also claimed that it 
could, and it alone could, render these values compatible and mutually sup- 
portive. This system was very richly endowed with devices for explaining and 
devaluing external critics and criticisms, and the self-maintaining circle of 
ideas it engendered was held firm until it was willfully broken from within by 
Kruschev at the Twentieth Congress. Even then it looked as if the damage 
could still be contained. But, of course, it was not simply the system of ideas 
which constituted a well-rounded whole. There are many circular, self-main- 
taining systems of ideas, but they will never rival the place of Marxism in 
world history... Marxism was not just an idea of a moral order; it was an 
actual moral order, incarnated in the real world on an enormous scale.4 

This assessment surely understates the skepticism with which commu- 
nist regimes were regarded by those who were subjected to them. Yet it 
would be a mistake to regard the events of 1989 as indicating the fail- 
ure of socialism tout court. Socialism has existed in at least three dis- 
tinct forms historically - communitarian, Marxist, and social demo- 
cratic - each buttressed by distinct theoretical underpinnings. 

The earliest socialists - Babeuf, Saint-Simon, Fourier, and Owen most 

prominent among them - were communitarians who believed that the 
elimination of material scarcity would help produce harmony, which 

they regarded as the overriding goal of their social-engineering activi- 
ty.5 They sought to reintroduce the association, community, and co- 

operation that people actually experienced by participating in small 

groups in preindustrial society into a rapidly industrializing setting. 
Imbued with the spirit of the Enlightenment, they believed it was 

necessary to persuade people that socialist institutions would remedy 
these problems, and setting up model experiments was a preferred 
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means of doing so. It was no accident that one of Owen's model com- 
munities was called New Harmony. 

In his canonical essay "Socialism: Utopian and Scientific," Engels 
lauded the communitarians as visionaries for their critique of early 
capitalism, but then chided them for their inability to explain capital- 
ism's consequences and to "get the mastery of" these consequences. 
According to Engels, the communitarians did not understand that 

The production of the means to support human life and, next to production, 
the exchange of things produced, is the basis of all social structure; that in 
every society that has appeared in history, the manner in which wealth is dis- 
tributed and society divided into classes or orders is dependent upon what is 
produced, how it is produced, and how the products are exchanged.6 

To take root in society, to become a viable social order, socialism had 
to rest on collective ownership of the means of production. The attain- 
ment of practical socialism 

can only consist in the practical recognition of the social nature of the 
modern forces of production, and therefore in the harmonising of the modes 
of production, appropriation, and exchange with the socialised character of 
the means of production. And this can only come about by society openly 
and directly taking possession of the productive forces which have outgrown 
all control except that of society as a whole.7 

Justified by Engels's analysis and put into concrete form by its principal 
architects, Lenin and Stalin, state socialism couples collective owner- 
ship of the means of production with political centralization. 

The most recent form of socialism, social democracy, was first institut- 
ed in the 1930s. Keynes is probably its leading theorist. Social demo- 
cracy holds that collective ownership of the means of production is 
unnecessary for the attainment of a rough equality of individual out- 
comes. It rests on the premise the state can enact policies - to counter- 
act economic fluctuations, to steer investment, to increase the mobility 
of labor - that redistribute the resources produced by private owners 
operating in a market economy so as to provide high levels of welfare 
benefits. 

Not all varieties of socialism have collapsed, however. Ironically, com- 
munitarian socialism - the form of socialism that Engels so disdained - 
remains alive and well, even in the most capitalist societies. Socialist 
allocation is practiced in many American households, and there is 
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growing evidence that family stability is fostered by its presence.8 Much 
less pervasive, producer-owned cooperatives9 and intentional com- 
munities 0 also persist within capitalist societies. 

Socialism requires a command economy, for it allocates resources by 
planning rather than according to market principles. As such, socialism 
is a particular form of bureaucratic allocation11 that is distinguished by 
its aim to optimize relatively equal distributions of resources rather 
than ends such as productive efficiency or quality. To some degree, 
egalitarian distribution is a feature of all bureaucracies. Weber pointed 
out long ago that as a system of governance, bureaucracy invariably 
fosters social levelling. Government offices necessarily operate more 
on bureaucratic allocation principles than on market ones. Since the 
share of the Gross Domestic Product expended for health care and 
defense alone has averaged about 23 percent a year,12 the state-con- 

trolled, quasi-socialist portion of the United States economy has been 
substantial.13 The household, state offices, and the military are far from 
the only refuges of bureaucracy in capitalist societies, moreover. All 

large firms also operate on bureaucratic principles internally - and in 

Japan, where some of the most successful firms are found, these prin- 
ciples sometimes resemble socialist ones. Coase's appreciation that 
firms are structured as hierarchies rather than as markets helped 
launch the new institutional economics.14 But - and this is most signifi- 
cant - while communitarian socialism persists within the body of capi- 
talist society, it is seldom found at a political level. 

Communitarian socialism is not the only survivor, either. Until recently 
social democracy has been very successful. Now, however, deep prob- 
lems loom on the horizon. Some of these problems are due to price dis- 
tortions and disincentives to productivity that invariably follow from 

massive state intervention in the economy.'5 Others, however, are com- 

mon to all advanced industrial societies. As a form of social insurance, 
the welfare benefits that social democracies lavish on their citizens are 

only feasible given a relatively youthful age structure, which had tradi- 

tionally been the norm in industrial societies. The combined effects of 
lowered mortality (resulting from rapid increases in medical tech- 

nology) and lowered fertility (characteristic of the demographic transi- 

tion) have led to top-heavy age structures in all the advanced industrial 

societies. In age structures of this kind, massive welfare provision 
becomes too costly to be politically acceptable. Since social democratic 
societies have undertaken the most generous welfare obligations, their 

competitiveness has suffered disproportionately in the international 
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economy. As a result, electoral support for social democratic parties 
has fallen precipitously. 

All told, then, socialism is far from dead - except in its state form. And 
at a time when former communists have won control of the government 
in Lithuania and Poland, and are gaining electoral support among the 
disaffected in other Eastern European societies, it may even be pre- 
mature to announce the death of state socialism (see Reykowski, this 
issue, for some cautionary remarks in this regard). 

Even so, the unravelling of the socialist regimes raises a deep theoreti- 
cal question. What, if anything, does it tell us about alternatives to capi- 
talism? Presumably, the answer to this question hinges on the assess- 
ment of the reasons for the collapse. If state socialism disintegrated 
because it is non-viable,16 precisely what about it is not viable? It is, 
after all, entirely possible to conclude that socialism collapsed for en- 
tirely idiosyncratic reasons that have no general theoretical implica- 
tions at all. 

The articles that follow discuss various aspects of the demise of state 
socialism. Most of them advance reasons for the demise. Critiques of 
state socialism, ranging from the normative17 to the positive, are almost 
as old as the phenomenon itself. With respect to this collection of arti- 
cles, the positive critiques, most of which are by economists, are espe- 
cially relevant. As the Szelenyis point out, however, not all economists 
were pessimistic about socialism's prospects; Schumpeter, for one, even 
thought that it would outlive capitalism.18 

A stylized model of the socialist economy has three kinds of corporate 
actors: households, firms, and state planners.19 In theory, households 
have needs, firms produce commodities that satisfy those needs, and 
planners - who know the true needs of households and the true capaci- 
ties of firms - allocate resources so as optimally to satisfy the respec- 
tive needs. The informational requirements of such a system are simply 
staggering.20 Lacking a market that accurately reveals preferences, 
planners cannot ever be apprised of the needs of households or the 
capacities of firms. Yet even if all the correct information were avail- 
able, the allocation problem would be too difficult for planners to 
solve. Further, state socialism offers no mechanism that compels the 
planners to adopt policies that promote the general welfare. Other 
positive critiques of socialism suggest that because transactions costs 
are higher with communal than private property rights, socialist econo- 
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mies are necessarily inefficient.21 Finally, some argue that state-socialist 

regimes are especially vulnerable to the dissipation of income through 
rent-seeking.22 

Yet none of these critiques casts much light on the reasons why at cer- 
tain times and in certain places state socialism succeeded, why it did 
better in some places than others, and why it collapsed when it did.23 
Hence the lessons to be drawn from the demise of state socialism 
remain murky. To help clarify these lessons, the 1992 Program Com- 
mittee of the American Sociological Association organized a Thematic 
Panel at the Annual Meetings. The challenge was an exciting one, and 
the senior authors of the resulting articles, all but one of whom were on 
the panel, represent an intriguing mix of generations, personal back- 

grounds (some contributors lived under state socialism, others had the 

luxury of studying it from afar), geographic areas of expertise, and 
theoretical predilections. 

Lipset and Bence begin this symposium by considering reasons for the 

embarrassing truth that most social scientists failed to anticipate the 

collapse of the Soviet regime, let alone that of its Eastern European 
satellites. Although it is unreasonable to expect predictions of the exact 

timing of events, they argue that social scientists should have been able 
to foresee the likelihood of Soviet collapse. Yet most of the experts on 
state socialism predicted only regime stability. Lipset and Bence attri- 
bute this predictive failure to a type of scholarship that was largely 
motivated by ideological conviction rather than dispassionate analysis 
grounded in general theory. Scholars on the right tended to see the 
Soviet state as an impervious monolith, while those on the left tended 
to see the possibility of benign reform. Both camps, therefore, tended 
to see a strong system, rather than one on the brink of collapse. 

Lipset and Bence contend that an analysis based on general theory 
would have alerted anyone to the precariousness of the state-socialist 

regimes. After all, elite theorists stressed the role of bureaucracy in 

revolutionary leadership and concluded that socialist revolutions 
would serve a new elite rather than the workers. Further, they did not 
believe that economic exploitation would be reduced by public owner- 

ship. Economists, especially those associated with the Austrian school, 

argued that socialist planning would necessarily be inefficient. Finally, 
Marx, Lenin, Bukharin, and Trotsky all shared the view that a socialist 
revolution in peasant Russia was impossible. If it was attempted, these 
writers thought, a revolution in Russia was bound to fail, at least 
without simultaneous revolutions in western Europe. 
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The Szelenyis point out that for many years socialism in fact did appear 
to be working. Statistics for key development indicators such as life 

expectancy and industrial output show that the U.S.S.R. and Eastern 
Europe were gaining on the West until about 1975, at which point stag- 
nation set in. Given this, the breakdown of state socialism was not in- 
evitable. In different historical circumstances, it may have survived. 
What happened in the mid-1970s? Four developments, in particular, 
affected the socialist economies negatively: the explosion of oil prices 
on the world market, the new availability of cheap credit from Arab oil 

producers, the development of the Third Industrial Revolution in the 
West (and its non-appearance in the socialist camp), and the growth of 
the international economy. 

Yet Szelenyi and Szelenyi reject an exclusively economic explanation 
for the demise of state socialism as too simple. For them the economic 
weakness of the system was, at least in part, a social construction gen- 
erated by widespread (and unexplained) yearnings for freedom and 

democracy. Hence, the socialist regimes' inability to democratize may 
have been their undoing, for it led to dissent and falling productivity. 
(Contrary evidence is not hard to find, however. A relatively democra- 
tic India has not prospered economically; not is it clear that the newly 
democratic states in Russia and Eastern Europe are on the road to eco- 
nomic development - at least when compared to non-democratic 
China.) 

Exogenous and endogenous factors combined in different ways to con- 
tribute to the demise in different countries, the Szelenysis argue. The 
exogenous threats of economic and military competition were decisive 
in initiating reform in the U.S.S.R., while economic competition set the 
stage for elite fragmentation, which made space for intellectual dissent 
and popular struggles in Poland, Hungary, and Yugoslavia. The reforms 
and resistance in these three countries affected the form of Gor- 
bachev's reform program. All told, then, the fall of the socialist regimes 
may have no particular theoretical implications. 

Reykowski begins his essay by noting that there are two quite different 
ways of motivating individuals to produce collective goods. Under 
capitalism, individuals are compensated for their marginal contribu- 
tions. At least in theory, the market serves to eliminate free riding 
endogenously. Under socialism, however, individuals are normatively 
obligated to contribute to the common good. The state must expend 
resources to reinforce its collectivist normative orientation. Since in- 
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dividual compensation is unavailable, the principal means of curtailing 
free riding in socialism is through the monitoring and sanctioning of 
producers. This imperative - Reykowski terms it an "economy of con- 
trol" - explains many of the peculiar structures of state-socialist 
regimes such as the absence of democracy, the large proportion of the 
population engaged in policing, and limitations of individual freedoms, 
especially that of exit. 

Whereas collectivism is well suited for production in relatively small 
groups, in the normal course of events it is difficult to sustain in large 
ones such as national societies. Large groups present great opportuni- 
ties for free riding. Economic inefficiencies due to free riding are a 
major cause of the collapse of socialist regimes, in Reykowski's view. 
But they are not the only cause. Collectivism has its own downside - 

people espousing this kind of normative orientation are poor perspec- 
tive-takers and have difficulty communicating with those who are 
socially dissimilar to them. "In complex societies where smooth and 
effective interaction with strangers based on well-established role 
expectations is a necessary precondition for productivity, the collec- 
tivist tendency to divide the world into in- and out-groups may serious- 
ly interfere with efficiency." Small-group identification collides with 

large-scale coordination. Such a tendency also limits the range of appli- 
cation of moral norms. 

If a collectivist normative orientation is an inadequate basis for high 
levels of productivity, individualism has its own liabilities. Markets are 
not available for the production of all goods. Special agencies must be 
established to curtail free riders in non-market sectors such as the 

army, education, and state bureaus. This means that obligatory groups 
must exist within the very belly of market society. Further, market allo- 
cation is not universally popular: hence the pressures for welfare poli- 
cies. All in all, it is difficult to predict what combination of individ- 
ualism and collectivism will emerge in Eastern Europe and perhaps 
elsewhere. 

Nee and Lian seek to understand the paradox of communist party 
leaders instituting economic reforms that had the unintended conse- 

quence of destroying the very foundation of their power. Their analysis 
comes in three parts. Geopolitical forces and international economic 

pressure compel party leaders to initiate reforms in property rights. 
Once enacted, policies of partial reform increase the payoff for oppor- 
tunism among members of the elite. And incentives develop for pur- 
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suing economic gain outside the party framework as new economic 
niches open outside the central redistributive economy. Because of the 
large transaction cost threshold between the old central and new sec- 
tors of the economy, state officials are in the best position to become 
cadre entrepreneurs. These cadre entrepreneurs are well placed to take 
advantage of the developing hybrid economy. 

Using game theory and computer simulations, Nee and Lian present a 
dynamic model of declining political commitment to account for the 
collapse of state socialist regimes. As defections to outside sources of 
income and power increase after economic reform, party cadres face a 
choice of committing or defecting. The survival of the regime depends 
to a large degree on the party's capacity to monitor and sanction offi- 
cials. Ideology plays a motivational role in Nee and Lian's model, along 
with a concern for personal gain. Ideology helps overcome the free- 
rider problem by energizing a group with ethical cement. Opportunists, 
who never believed in socialist ideology, are the first to defect from the 
party. By definition, true believers are those who are least likely to 
defect. The key to the party's fate lies with middle-of-the-roaders who 
are motivated both by personal gain and by ideology. Party collapse is 
imminent when large numbers of these cadres defect; under these con- 
ditions a tipping point is reached that threatens the convictions even of 
true believers. 

Why then did communist parties collapse in states where markets were 
least developed? Party stability is positively correlated with economic 
performance and state sanctioning capacity, and negatively with market 
temptation. The Soviet and East European regimes fell because politi- 
cal reform moved too fast, eroding the state's monitoring and sanction- 
ing capacity, with no economic improvement. In contrast, China enact- 
ed no significant political reform, thereby keeping the party's monitor- 
ing and sanctioning capacity intact, but did carry out highly successful 
economic reforms that raised living standards. Anti-corruption cam- 
paigns also monitored and sanctioned large numbers of low- and 
middle-level officials. Nee and Lian predict that the Chinese Com- 
munist Party will unravel in the middle run, after having overseen the 
successful market transition by delaying democratic reform and the 
attendant breakdown of social order. 

Walder argues that accounting for the collapse of state socialism first 
requires an understanding of how these regimes managed to attain 
order in the face of their long-standing economic and political liabili- 
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ties. Leninist party organization and Soviet-style central planning gave 
communist parties a virtual monopoly of control over these societies' 
most valuable assets. These assets were used to control the behavior of 
party members interested in promoting their careers with the party- 
state apparatus, as well as all other citizens interested in maximizing 
their individual incomes and career opportunities. The effectiveness of 
the party's control varied according to the dependence of subordinates 
on superiors for the satisfaction of their needs, the capacity of supe- 
riors to monitor subordinates' activities, and the capacity of superiors 
to reward or punish subordinates contingent on their politically- 
relevant behavior. Order in state-socialist regimes was promoted by a 
system of economic organization and job allocation that produced a 
high level of dependence on superiors both for party-state officials and 
ordinary citizens, and by the establishment of elaborate monitoring 
and sanctioning institutions. 

If this is an accurate model of the production of order in state socialist 
regimes, then it follows logically that the collapse of state power must 
have been due to medium- to long-run changes in individual depen- 
dence and the party-state's control capacity. Providing a comprehen- 
sive and accurate list of determinants of state socialist collapse - an 

activity that Walder feels has been the principal focus of the research 
literature in this field - is not the crucial theoretical task. Making such 
lists is both relatively simple and uninformative. Rather, the crucial 
theoretical task is to explain how the given determinants, about which 
there is a fair amount of consensus, have the effects they do. The bulk 
of Walder's article is devoted to explaining how two departures from 
central planning - the development of informal economies and the 
enactment of economic reform - lowered individual dependence, re- 
duced party control capacity, and therefore weakened state-socialist 
order. 

Walder points out that his model rests on the self-same economy of 
control that lies at the heart of Reykowski's analysis (this issue). 
Reykowski argues that this economy of control inevitably led to econo- 
mic failure, which, in turn, motivated political change. Walder's expla- 
nation of the collapse focuses, instead, on factors causing a secular 
decline in the party-state's control capacity. 

Any general explanation of the demise of state socialism should also be 
able to account for the relative success of communitarian socialism. 
How do these contributions fare on that score? 
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Some do not try to answer the question. Lipset and Bence contend that 
classical sociological theory contains sufficient tools to have enabled 
analysts of the Soviet Union to have more adequately characterized the 
regime's vulnerability. Beyond that, however, they are unwilling to go. 
The Szelenyis appear to be arguing that the demise of state socialism 
has no general theoretical implications at all. For them, these regimes 
might well have persisted under somewhat different, but largely un- 
specified, historical circumstances. 

Theoretical implications of the differential viability of the variants of 
socialism are more readily teased out of the three remaining articles. 
Reykowski suggests that the viability of communitarian socialism ulti- 
mately rests in the small scale of the social systems in which this form is 
usually found. Due to economies of control that are feasible in small, 
face-to-face groups, but not in large ones, it is possible to sustain the 
collectivist normative orientation that is critical for the reproduction of 
socialism. In this way, his analysis is similar to Ellickson's explanation 
of variation in private and common property institutions.24 However, 
under certain conditions - most prominently those occurring in con- 
temporary Japan - large-scale social systems can also realize substan- 
tial economies of control.25 

For these three writers - and also, to some extent, the Szelenyis - the 
ultimate cause of state socialism's demise is exogenous to these regimes 
and to their own explanations, as well. There is some consensus that 
shifts in the international economy and in geopolitics compelled the 
planners to instigate economic reforms that had the effect of lessening 
citizens' dependence on the state and weakening the state's control 
capacity. Both the Szelenyis and Reykowski, for example, argue that 
something about the socialist economies hindered their ability to take 
advantage of the new information technology that for them constitutes 
the Third Industrial Revolution. Yet just why these regimes were unable 
to compete effectively in the international arena remains unclear. 
Making the ultimate cause of a social outcome exogenous to the ex- 
planatory apparatus is always unsatisfying. To their credit, Nee and 
Lian do allude to reasons that planners might have instigated economic 
reform, but they assume that a sufficient analysis of this problem has 
already been carried out by others. This I doubt. The mechanisms re- 
sponsible for the economic weakness of the state socialist regimes, at 
least since 1975, must be determined before the theoretical implica- 
tions of the collapse of these regimes can be fully appreciated. 
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