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Democratic socialism and planning of
the economy

This article will deconstruct the ideological development of the Swedish Social Democratic
Party SAP (officially, “the Social Democratic
Workers’ Party of Sweden”) and the Social
Democratic Party of Finland SDP. This will
be done by analysing their own alternative
scopes of action in relation to the concepts
of major ideologies and economic theories
such as socialism, capitalism, economic planning, market economy, postmodernism and
Keynesianism as well as researching how Nordic social democrats redefined their conventional ideological meanings.
The SDP stressed at the Party Conference in
1975 that democratic socialism was the basis
of its programmatic identity. The party’s long-

term goal was a “socialist society” and “equality
between people”, which would be achieved by
seeking the support of the majority of citizens.
Finland’s Social Democrats also favoured the expansion of public services, state companies and
cooperatives, “democratic economic planning
[…] including the effective regulation of capital
movements” and “the societal control of commercial banks and insurance companies”.1 The
SAP committed similarly in 1975 at its Party
Conference to long-term planning of the economy (planmässig hushållning). It positioned
itself as the representative of democratic socialism between communist planned economy and
capitalism.2 Accordingly, one of the motives for
stressing democratic socialism by the SDP was
to win the support of the radicalised post-war
baby boom generation, which had to some ex-

1 Pöytäkirja SDP:n XXX puoluekokouksesta 1975 (Helsinki: Sosialidemokraattinen puoluetoimikunta, 1975), 518–528; SDP:n teollisuuspoliittinen ohjelma, Pohtiva – poliittisten ohjelmien tietovaranto,
https://www.fsd.tuni.fi/pohtiva/ohjelmalistat/SDP/473.
2 Protokoll: Sveriges Socialdemokratiska Arbetarepartis 26e kongress 27 september–5 oktober 1975, vol. 1 (Stockholm: Socialdemokraterna, 1977), 95–154.
3 Donald Sassoon, One Hundred Years of Socialism: The West European Left in the Twentieth Century (London:
Fontana, 1997), 385–390, 650–1, 670–2.
4 Sami Outinen, “From Steering Capitalism to Seeking Market Acceptance: Social Democrats and Employment in Finland 1975–1998,” Scandinavian Journal of History 42, no. 4 (2017): 393, https://doi.org/10.108
0/03468755.2017.1336599; Lasse Lehtinen, Aatosta jaloa ja alhaista mieltä: Urho Kekkosen ja SDP:n suhteet
1944–1981 (Helsinki: WSOY, 2002), 590.
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tent become attracted to the New Left ideas3
and Communism in the previous years.4
The SDP’s and SAP’s planning idea was influenced by Austro-Marxism, which favoured
the democratic rational regulation of the
economy by the state and worker organisations to optimise societal production costs in
the 1920s5.6
This was in line with the SDP’s existing
Principal Programme from 19527 reflecting
the SDP’s and SAP’s identity within democratic socialism. The latter meant not only
a reformist relationship to capitalism8 but also
adapting to Kautskyanism and “functional
socialism9” without committing to the Eastern European type of state-centred economic
regulation10.
From the SAP’s perspective, the Kautskyan
ideology stemmed from the party programme
of 1897. It included waiting for the inevitable evolutionary revolution due to the inner
nature of capitalist economy. This waiting
period could be spent practising social demo-

cratic politics through the parliamentary route
especially after parliamentary democracy had
been established in Sweden after the First
World War11.
The utopia of democratic socialism had
become more tangible for the SAP when, as
the leading coalition government party in the
period following the Great Depression in the
1930s, it had emphasised the rational planning of the economy. Wartime practical planning of a social democratic-led broad coalition
government was followed by a formulation in
the SAP’s party programme in 1944 according to which public investment, planning and
structural rationalisation policy was needed to
overcome the cyclical fluctuations caused by
capitalist economy.12
The SDP had committed to a government
cooperation with the bourgeoisie parties in the
late 1930s and during the Second World War.
However, state-promoted economic planning
materialised in Finland only because of wartime necessities in the early 1940s.13

5 Juha Hannikainen, ”Kohti modernia politiikkaa Itävallassa: Otto Bauerin parlamenttistrategia 1907–1923”
(PhD Diss., University of Tampere, 2003).
6 Anders Isaksson, Per Albin, vol. 4, Landsfadern (Stockholm: Wahlström & Widstrand, 2000), 202; Pauli
Kettunen, Globalisaatio ja kansallinen me: Kansallisen katseen historiallinen kritiikki (Tampere: Vastapaino,
2008), 105–8; Anna Friberg, ”Demokrati bortom politiken: En begreppshistorisk analys av demokratibegreppet inom Sveriges socialdemokratiska arbetareparti 1919–1939” (PhD Diss., Mid Sweden University,
2012), 200.
7 Outinen, “From Steering Capitalism,” 393; Hannu Soikkanen, Kohti kansanvaltaa: Suomen Sosialidemokraattinen Puolue 75 vuotta, vol. 3, 1944–1952 (Helsinki: Suomen Sosialidemokraattinen Puolue, 1991), 508–
511; Risto Kolanen, ”Turku 1899–Forssa 1903–Helsinki 1952–Helsinki 1987: Pitkittäisleikkaus SDP:n
periaatekehitykseen,” Sosialistinen Aikakauslehti, no. 2 (1987): 33–7.
8 Sheri Berman, The Social Democratic Movement: Ideas and Politics in the Making of Interwar Europe (Cambridge, Ma.: Harvard University Press, 1998), 58–63; Jae-Hung Ahn, “Ideology and Interest: The Case of
Swedish Social Democracy, 1886–1911,” Politics and Society 24, no. 2 (1996): 163, https://doi.org/10.117
7/0032329296024002005.
9 Kjell Östberg, När vinden vände: Olof Palme 1969–1986 (Stockholm: Leopard, 2009), 244–6.
10 Jonas Pontusson, The Limits of Social Democracy: Investment Politics in Sweden (Ithaca: Cornell University
Press, 1992).
11 Seppo Hentilä, ”Den svenska arbetarklassen och reformismens genombrott inom SAP före 1914: Arbetarklassens ställning, strategi och ideologi” (D.Soc.Sc. Diss., University of Helsinki, 1979), 304–8, 340.
12 Leif Lewin, Ideology and Strategy: A Century of Swedish Politics (Cambridge: Cambridge University Press,
1988), 160−173.
13 Sakari Heikkinen and Seppo Tiihonen, Kriisinselvittäjä: Valtiovarainministeriön historia, vol. 2 (Helsinki:
Edita, 2009), 144–157, 205–231.
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“Planhushållning” (planned economy)
emerged in the SAP’s vocabulary for the first
time in the social democratic magazine Tiden
during the First World War, when a radical
German political scientist named Fritz Croner
used it to refer to German economic planning.
The SAP economist Gunnar Myrdal used the
term in the SAP journal Tiden in 1931 when
discussing the need for the rational planning
of the economy in the form of “economic
councils”.14 The SAP leader Hjalmar Branting
had also visited company councils in England
in 1920. These councils were based on the
ideas of the English Guild Socialists.15
Long-term economic planning (“planmässig hushållning”) had meant a parallel course
of action in relation to socialisation for the
Swedish Social Democrats from 1932. The
finance minister Ernst Wigforss argued that
“planmässig hushållning” was not necessarily
a synonym for socialisation and could mean
actions compatible with free market [economy].16 This meant combining the concept of
economic democracy with “the rational and
effective organisation of production by directing the production and distribution of products” in SAP’s Party Programme of 1975.17
It was part of the SAP’s strategy to maintain

competitiveness and the full employment
policy over the economic cycle.
The SAP continued to develop rationalisation after the need to reorganise production
to reduce wastefulness in competition, to
increase specialisation and standardisation
in production and to realise technological
opportunities in full had been stated in its
Gothenburg Programme in 1919.18 The need
to improve workers’ material security by rational planning stemmed strongly from the
capitalist meta-ideologies of rationalisation
and technocracy such as Taylorism in the
early 1900s.19 The SAP’s idea of rational and
practical scientific engineering of society, social planning through state intervention and
collective representational self-regulation of
people were later developed, in particular, by
the scholars Gunnar and Alva Myrdal.20
The Swedish Trade Union Confederation
LO (Landsorganisationen), wanted to increase
long-term industrial planning in 1975. According to the LO’s chairman Gunnar Nilsson,
this differed from both the self-purposeful socialist planning ideal and “the invisible hand”
of classical liberalism and was motivated by
the shortage of food, raw materials and energy in the world. For Nilsson this meant im-

14 Henrik Björck, Folkhemsbyggare (Stockholm: Atlantis, 2008), 142–4.
15 Friberg, ”Demokrati bortom politiken,” 112.
16 Villy Bergström, Socialdemokratin i regeringsställning: Program och ekonomisk politik 1920–1988 (Stockholm:
Fackföreningsrörelsens Institut för Ekonomisk Forskning, 1988), 18–22.
17 Program (Fastställd av [SAP’s] 1975 års partikongress), SND – Svensk nationell datatjänst, https://snd.gu.se/
sv/vivill/party/s/p/1975.
18 Margareta Oudhuis, ”Vägen till jämlikhet: En analys av den svenska arbetarrörelsens syn på effektivitet
och emancipation i arbetslivet” (D.Soc.Sc. Diss., University of Gothenburg, 1998), 56‒7, 62‒7; Friberg,
”Demokrati bortom politiken,” 113‒6.
19 Björck, Folkhemsbyggare, 192–4.
20 Pauli Kettunen, “The Society of Virtuous Circles,” in Models, Modernity and the Myrdals, eds. Pauli Kettunen
and Hanna Eskola (Helsinki: Renvall Institute for Area and Cultural Studies, University of Helsinki, 1997),
159‒168; Yvonne Hirdman, “Social Planning under Rational Control: Social Engineering in Sweden in the
1930s and 1940s,” in Models, Modernity and the Myrdals. eds. Pauli Kettunen and Hanna Eskola (Helsinki:
Renvall Institute for Area and Cultural Studies, University of Helsinki, 1997), 62‒3.
21 Protokoll: Sveriges Socialdemokratiska Arbetarepartis 26e kongress 27 september–5 oktober 1975, vol. 3 (Stockholm: Socialdemokraterna, 1977), 963–5: Ilkka Kärrylä, “The Contested Relationship of Democracy and the
Economy: Debates on Economic and Industrial Democracy in Finland and Sweden, 1960s–1990s” (D.Soc.
Sc. Diss., University of Helsinki, 2019), 201.
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plementing democratic economic planning
(demokratiskt hushållning) which could be
achieved by increasing the cooperation between industry and the state.21
In Finland, rationalisation ideas were developed in the “O-Group” between 1955 and
1962. Many future influential social democratic politicians and economists (such as Mauno
Koivisto, Jussi Linnamo and Pentti Viita) had
been members of this discussion group, which
acknowledged the ideas of the logical empiricism of the Finnish philosopher Eino Kaila.22
Within the SDP, the socio-political social democratic workers’ association YPSY
(Yhteiskuntapoliittinen sos.dem. yhdistys)
represented a natural continuation from the
O-Group’s logical empiricism after academic
social democrats (including above mentioned
O-Group social democrats) had established
this association in December 1961.23
This is because YPSY urged an increase in
holistic and knowledge-based decision-making
inside the party. This was considered necessary
in a world in which the role of technological
development and social sciences including
economics had been consolidated. YPSY and
its ideas gained traction inside the SDP after
the party secretary Erkki Raatikainen had built
a strong expert group organisation inside the
SDP in the late 1960s. Linnamo later called

YPSY “Finland’s Fabian Society”, which had
also been used as a derogatory term for YPSY
by the party’s working class members.24
From democratic economic regulation
to the shadows of global capitalism

The Red−Green coalition government practised counter-cyclical expansionist economic
policy during the Great Depression in Sweden in the early 1930s. It was endorsed by the
economists of the Stockholm School and has
been interpreted as representing ‘proto-Keynesianism’25.26 The Stockholm School was not
the only creator of the SAP’s “Keynesianism”.
Ernst Wigforss had already become acquainted with the Yellow Books by the British Liberal Party and J.M. Keynes’ pamphlet in the
late 1920s.27
No signs of wider counter-cyclical economic policy and resuscitation emerged in
Finland during the great depression and the
Centre–Right coalition governments in the
1930s. Furthermore, the general level of wages
decreased when the Social Democrats had no
political power to hinder these developments
with hardly any collective labour market agreements in place in the Finnish labour market
at that time. Most of the workforce suffered
from unemployment in Finland during the
Great Depression of the 1930s.28

22 Outinen, “From Steering Capitalism,” 393.
23 Maunu Harmo, ed., YPSY 30 vuotta (Helsinki: Yhteiskuntapoliittinen sos.dem. yhdistys, 1993); Jussi Linnamo, ”Asiantuntija ja puolue,” in YPSY 30 vuotta, ed. Maunu Harmo (Helsinki: Yhteiskuntapoliittinen sos.
dem. yhdistys, 1993).
24 Harmo, YPSY 30 vuotta; Linnamo, ”Asiantuntija ja puolue”.
25 Margaret Weir and Theda Skockpol, “State Structure and the Possibilities for ‘Keynesian’ Responses to the
Great Depression in Sweden, Britain, and the United States,” in Bringing the State Back In, eds. Peter B. Evans,
Dietrich Rueschemeyer and Theda Skockpol (Cambridge: Cambridge University Press, 1985); Berman, The
Social Democratic Movement, 160–4.
26 Nils Edling, “Limited Universalism: Unemployment Insurance in Northern Europe 1900–2000,” in The
Nordic Model of Welfare: A Historical Reappraisal, eds. Niels Finn Christiansen, Nils Edling, Per Haave and
Klaus Petersen (Copenhagen: Museum Tusculanum Press, 2006), 115‒7.
27 Erik Lundberg, “The Rise and Fall of the Swedish Model,” Journal of Economic Literature 23, no. 1 (March
1985): 6; Ashley Lavelle, The Death of Social Democracy: Political Consequences in the 21st Century (Aldershot:
Ashgate, 2008), 143.
28 Jorma Kalela, Työttömyys 1900-luvun suomalaisessa yhteiskuntapolitiikassa (Helsinki: Valtion painatuskeskus,
1989), 89–94, 102.
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Similarly, the Swedish and Finnish Social many aspects of the report differed from the
Democrats were confronted by the conse- drafted party programme.32 A group had been
quences of the global oil crisis in the mid- established in 1968 to address the inequali1970s. In Finland, the SDP-led Centre–Left ties and uncertainty in Swedish society.33 The
government concentrated on decreasing the group stressed in 1975 that the redistribution
negative trade balance and strengthening of resources was a precondition for equality,
fiscal policy when both the unemployment which again was a prerequisite for human derate and inflation were expected to rise.29 In velopment. This meant that everyone could
Sweden, however, Olof Palme stressed in the contribute to society’s economy and welfare
SAP Party Conference in 1975 that the low in their own way. The group also formulated
unemployment rate in Sweden was an inter- that even if social benefits may occasionally
national exception. The spirit of the reformed increase unemployment, their impact would
party programme was, according to Palme, to only be positive because disguised unemployensure that working would remain a key factor ment would be made visible and workers’
for human existence and that the SAP would freedom to choose their jobs would slightly
not tolerate permanent mass unemployment increase. This statement differs from the
in the future either. The SAP would secure full supply-sided Keynesianism of the SAP’s party
employment to all men and women.30
programme, even if the Equality Group stated
However, the SAP’s principal commitment that the “jobs for all” principle had a major
to jobs for all also seemed to be under threat impact on redistribution.34
in Sweden. Olof Palme inferred in the SAP
The SDP, now in opposition after being
Executive Board in May 1975 that the Swed- the main party in government in 1972‒1975,
ish economy was on a knife-edge despite the decided to transform its practical short-term
country’s high employment and investment policy at a meeting of the SDP Party Direcfigures in international comparisons. The torate at Siuntio Spa in early 1977. The party
price for those achievements and the decent leader Kalevi Sorsa argued that the SDP had
consumption level had, according to Palme, gathered “at Bad Sillanpää” to redirect its polimeant an increase in national debt.31
cies to boost export sector profitability and
The social democratic economic and em- to distance the party from its socialist image.
ployment policies of the SAP were not chal- “Bad Sillanpää” refers to the 1959 Godesberg
lenged from outside the party alone. The SAP Programme of the Social Democratic Party
Executive Board decided that the SAP Equali- of Germany. The SDP’s meeting was also arty Group report should not be discussed at the ranged at a spa (Bad) as had the SPD’s Bad
Party Conference in 1975. This was because Godesberg meeting been where Germany’s
29 Outinen, “From Steering Capitalism,” 392.
30 Protokoll 1975, vol. 1, 103–4.
31 Protokoll av Social Democratic Workers’ Party of Sweden (SAP) partistyrelsen (SAP PS) [Protocols of SAP’s
Executive Board], 26 May 1975, 1‒3, Archives of the SAP, Arbetarrörelsens arkiv och bibliotek (ARBARK),
Huddinge [Swedish Labour Movement’s Archives and Library].
32 SAP PS, 16 June 1975, 61–62.
33 Jenny Andersson, ”Mellan tillväxt och trygghet: Idéer om produktiv socialpolitik i socialdemokratisk socialpolitisk ideologi under efterkrigstiden” (PhD Diss., University of Uppsala, 2003), 57–9.
34 Protokoll av SAP verkställande utskott (SAP VU) [Protocols of SAP’s Party Directorate], attachment 55,
9–10 June 1975, Archives of the SAP, ARBARK.
35 Sassoon, One Hundred Years, 249‒251.
36 Outinen, “From Steering Capitalism,” 394.
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Finnish Prime Minister Kalevi Sorsa
and Swedish Prime Minister
Olof Palme on a visit to Scania
Division in Södertälje, Sweden,
on 27 August 1974. Photo:
The Finnish Labour Archives.

Social Democrats disconnected themselves, if
only in principle, from Marxism35.36
The SAP went into opposition for the first
time in 40 years after losing votes in the parliamentary elections in autumn 1976. It vetoed
an “active cyclical policy” behind Sweden’s rising employment figures in its opposition programme in 1977. Even if this could be seen
to represent the continuity of Keynesian type
of economic regulation in Sweden, there were
also similarities between the SDP’s Bad Sil-

lanpää strategy and the SAP’s economic policy
at that time. This was because the SAP also
wanted to tackle the increase in national debt
despite the rise in unemployment.37
Sweden’s convergence with the premise of
the SDP’s Bad Sillanpää and global capitalism became more obvious after Olof Palme
had failed in his attempts to combine stable
economic growth and full employment with
the United Nations’ International Economic
Order (NIEO) initiative.38 The scheme to

37 SAP VU, attachment 6, 17 January 1977; SAP PS, 12 September 1977, 4−12.
38 B. Vivekanadan, Global Visions of Olof Palme, Bruno Kreisky and Willy Brandt: International Peace and Security,
Co-operation and Development (Basingstoke: Palgrave Macmillan, 2016), 15‒32.
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establish a network of equal Keynesian national welfare states instead of embracing
global financial capitalism was finally buried
by the proponents of the ‘magic of the market’ (Ronald Reagan (United States), Margaret Thatcher (United Kingdom) and Helmut
Kohl (Federal Republic of Germany) at the
North–South Summit organised in Mexico in
October 1981.39
Challenge of postmodernism

In 1978, the SAP’s Economic Policy Group
outlined that there was no grounds behind
the idea that a zero rate of growth would ease
problems with employment, redistribution
or competitiveness.40 However, the idea that
salaried work was a basic component of social
democratic thought was challenged partly in
the 1980s. André Gorz was one of the philosophers whose concept of ‘liberation’ from
work instead of easing or abolishing capitalist labour relations was supported by some of
Finland’s social democrats in the 1980s. He
analysed that the Marxian formulation of the
capitalist inner logic, which would inevitably
lead to a proletariat majority in society, had,
for now, become false, because the working
class had been transformed into a privileged
minority.41
Most of the SDP felt that the emerging
“post-industrialism” had to be regulated by reducing working hours and controlling indus-

trial development. This would guarantee full
employment. Only a minority of Finland’s
social democrats wanted to introduce a socalled citizen’s wage. This was motivated by
liberating people from the burden of salaried
work.42
Similarly, Ingvar Carlsson stressed at the
SAP Party Conference in 1984 that the party’s new idea programme for the future was
strongly committed to the principle of jobs
for all instead of stressing benefits, passive economic subsidies or a citizen’s wage. This was
meant to give economic resources to support
welfare, lead to fellowships between people
and give them an identity within society and
self-confidence. According to Carlsson, giving
up this goal would have meant creating new
class divisions.43
However, the SDP and the SAP made concessions to the post-material and individual
values of the New Left and the 1960s generation44. On its new party platform in 1987, the
SDP stressed that they represented not only
wage earners but also everyone who shared the
party’s platform. Accordingly, the SDP stated
in the same spirit that ecological limits had
to be considered while improving the welfare
of people.45 In 1989, the SAP’s Programme
Commission also stressed the need to raise
environmental issues to the same category of
importance as employment questions. This
did not mean decreasing economic growth but

39 Jennifer Bair, “Taking Aim at the New International Economic Order,” in The Road From Mont Pèlerin:
The Making of the Neoliberal Thought Collective, eds. Philip Mirowski and Dieter Plehwe (Harvard: Harvard
University Press, 2009), 355.
40 Attachment 22, SAP VU, 21 September 1978, 6, 9, 11, 15, 18, 22.
41 André Gorz, Farewell to the Working Class: An Essay on Post-Industrial Socialism (London: Pluto, 1982), 15,
66, 69; Christopher Pierson, Socialism after Communism: The New Market Socialism (Cambridge: Polity,
2007), 12.
42 Outinen, “From Steering Capitalism,” 397.
43 SAP kongress 1984: Protokoll A; Sverige på rätt väg! Socialdemokraterna kongress 1984 (Stockholm: Socialdemokraterna, 1985), 103, 108.
44 Sassoon, One Hundred Years, 385–390, 650–1, 670–2.
45 Periaateohjelma hyväksytty SDP:n 34. puoluekokouksessa Helsingissä 4.–7.6.1987, Pohtiva – poliittisten
ohjelmien tietovaranto, http://www.fsd.uta.fi/pohtiva/ohjelma?tunniste=sdpperiaate1987.
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investing in environmentally friendly technolThe new social democratic identity policy
ogy, which should be funded by economic was built around the combination of marketgrowth combined with decreasing private driven and collective measures. The nostalconsumption.46
gic People’s Home rhetoric of the SAP52 was
The fragmentation of the labour move- based on the freedom from markets thinking,
ment’s identity47 was compatible with the in- critique towards the bureaucratic nature of
crease in its faith in the market and the aban- the latter, social individualism and the condonment of Marxism48, even though most cept of positive freedom, which was filtered
people of working age earned their livelihood through the century-old labour movement’s
by doing salaried work49.
self-emancipatory formulation and the New
The SAP’s party platform in 1990 stressed Left’s ideas53. This was motivated partly by the
that neither pure planning or market economy decline of state socialism in Eastern Europe54.
are favourable for production and the SDP’s
The party leader Ingvar Carlsson’s interprenew party platform in 1987 acknowledged the tation was that Per Albin Hansson’s People’s
idea that markets direct the economy. Further- Home rhetoric in the 1930s had already transmore, everyone’s right to work was included formed the SAP from a class party to a peoin these programmes.50
ple’s party and the new platform represented
This meant that the Nordic social demo- continuity with functional socialism which
crats silently denied that the goal of full em- stressed decision-making power over ownployment and identity based on salaried work ership questions stemming partly from the
would be at odds with the ecological limits ideas of Nils Karleby. This was criticised by
of the Planet. Instead, they adopted another the Stockholm Workers’ Association, which
dimension of postmodernist interpretation, would have stressed the class society analysis in
namely the idea that the emerging risk society the SAP’s new party platform, as representing
entails the individualisation of identity and “social liberalism”.55
social risks51.

46 SAP VU, 18 August 1989, 10–2.
47 Pauli Kettunen, ”Työväki ja sen liike sosiaalidemokratian itseymmärryksessä,” in Ei ihan teorian mukaan:
Kollegakirja Tauno Saarelalle 28. helmikuuta 2012, eds. Mikko Majander and Kimmo Rentola (Helsinki:
Työväen historian ja perinteen tutkimuksen seura, 2012), 80–81; Pauli Kettunen, ”Työväen ja historian
liitto – ja sen vapauttava purkautuminen,” in Pitkänsillan tuolla puolen… Puheenvuoroja työväenliikkeen
historiasta, tilasta ja tulevaisuudesta, eds. Maria Lähteenmäki and Anu Suoranta (Helsinki: Työväen Arkisto,
2010), 14–17.
48 Perry Anderson, The Origins of Postmodernity (London: Verso, 1998), 80–1; Göran Therborn, From Marxism
to Post-Marxism? (London: Verso, 2010), 159–160.
49 Sassoon, One Hundred Years, 651–2.
50 Socialdemokraternas partiprogram (Antaget på socialdemokraternas 31:a kongress 1990), SND – Svensk nationell
datatjänst, https://snd.gu.se/sv/vivill/party/s/p/1990; Periaateohjelma 1987.
51 Ulrich Beck, Anthony Giddens and Scott Lash, eds., Reflexive Modernization: Politics, Tradition and Aesthetics
in the Modern Social Order (Cambridge: Polity, 1994); Mitchell Dean, Governmentality (London: Sage, 1999),
181; Raija Julkunen, Kuka vastaa?: Hyvinvointivaltion rajat ja julkinen vastuu (Helsinki: Stakes, 2006), 148–9.
52 Nils Edling, “The Languages of Welfare in Sweden,” in The Changing Meanings of the Welfare State: Histories
of a Key Concept in the Nordic Countries, ed. Nils Edling (New York: Berghahn Books), 2019, 105–7.
53 Andersson, Origins of Postmodernity, 50–2; Andersson, “Mellan tillväxt och trygghet,” 114.
54 SAP VU, 16 March 1990, 20.
55 Socialdemokraternas partiprogram 1990, B 6–B 7, B 17–B 24; SAP PS, 15–16 June 1989, 17.
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The high number of white-collar unions by
international comparison, an important consequence of popular movements such as the
temperance movement at the birth of the Nordic social democracy, and the emphasis put on
education and workers’ self-improvement had
made the SAP open to the middle-classes.56
Similarly, the idea of workers’ self-education has been an important part of the social
democratic tradition in Finland. Furthermore,
after the Second World War, the social democratic concept of the working classes included
the middle classes and white-collar workers
as well.57
Social democrats in Finland and Sweden
had also argued against the “bureaucratic and
ineffective” dimension of the welfare state
since the mid-1970s, i.e. considerably before
the third way social democracies in the UK,
USA and Germany in the 1990s58.59
The SAP’s anti-bureaucratisation theme
was motivated by Olof Palme in 1984 as a response to the “consolidated apolitical anarchyorientation of the Left” which had been exploited by the Right. Palme referred to Amitai
Etzioni who had concluded that the success of
Ronald Reagan in the USA was based on the

combination of extreme economic liberalism
and utmost value-conservatism. According to
Palme, this was the reason why the SAP had to
take identity politics and moral questions such
as white-collar crimes and drugs into consideration, especially since the labour movement
had carried strong moral demands in relation
to its economic group interests.60
Market economy
The tension between the Kautskyan-oriented identity of democratic socialism and the
capitalist-oriented practice of export sector
competitiveness characterised Nordic social
democracy in the era of globalising capitalism.
The SAP’s Programme for the 1980s Group
Report stated that “the new winds of the
Right” and the “neoconservative–neoliberal
ideas” against the welfare state, trade unions
and industrial democracy gained power during the growing economic crisis in the West.
According to the report, neoconservatives and
neoliberals based their ideas on the “old and
ordinary capitalist system”. The Group’s analysis showed that the “effective use of resources
and basing production on demand” represented the positive side of capitalism despite

56 Mary Hilson, The Nordic Model: Scandinavia since 1945 (London: Reaktion, 2008), 41–2; Gøsta Esping-Andersen, Politics against Markets (Princeton, N.J: Princeton University Press, 1985), 8; Nils Elvander,
Skandinaviskt arbetarrörelse (Stockholm: LiberFörlag, 1980), 333; Göran Therborn, ”Nation och klass, tur
och skicklighet,” in Den svenska modellen, eds. Per Thullberg and Kjell Östberg (Lund: Studentlitteratur,
1994), 71; Francis G. Castles, The Social Democratic Image of Society: A Study of the Achievements and Origins
of Scandinavian Social Democracy in Comparative Perspective (London: Routledge & Kegan Paul, 1978), 14;
Lars Trägårdh, “Varietes of Völkish Identities,” in Language and the Construction of Class Identities, ed. Bo
Stråth (Gothenburg: Gothenburg University, 1990).
57 Elina Hakoniemi, ”Työläiset ja kansalaiset matkalla peruskouluun: Työläisen ja kansalaisen käsitehistoriaa
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eds. Alfredo Saad-Filho and Deborah Johnston (London: Pluto Press, 2005), 177.
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its negative impact on workforce, nature and
purchasing power.61
However, Peter Persson from Skåne complained at the SAP Party Conference in 1981
that the economic crisis programme Future
for Sweden for the 1980s meant the continuation of traditional politics, which would not
transform the base of capitalist society.62 Similarly, the former party secretary Erkki Raatikainen complained, in vain, at the SDP’s Party
Conference in 1981 that after his party “had
strongly committed to the European capitalist
system, the traditional demands and goals of
the trade unions had become secondary [for
the SDP] compared to the interests of capital
and export trade”. The leading social democrats in Finland in 1984 pursued the societal
control of banks and insurance companies as
the most powerful alternative to complete socialisation.63 This meant that the socialist identity took the back seat in the Nordic social
democrats’ practical crisis and restructuring
policies, even if they simultaneously criticised
capitalism and market liberalisation policies at
the start of the 1980s.
It was analysed in the SAP’s economic crisis programme in 1981 that companies themselves, not the state organisation, should have
the final decision on how to perform their operative functions based on market signals. The
SAP endorsed this as long as workers would
have real influence on their work. This would
have a positive impact on productivity investments.64
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Similarly, the SDP’s Committee on the
Party Platform separated the concepts of
a “capitalist market economy” and the “market” in its draft for the party’s new platform.
It still opposed the former whereas the latter
was conditionally accepted. The committee labelled its idea as “market socialism” in 1984.65
Thus, the market economy became a positive identity to most social democrats in Finland and Sweden in the 1980s. Something
similar had happened to Ernst Wigforss,
Kalevi Sorsa’s early 1980s role model, as he,
“a reformist who favoured temporary utopias”66, had prioritised efficiency over worker
influence in Sweden in 1949. This also bore
a resemblance to how other social democratic
ideologists such as Nils Karleby and Rickard
Sandler had found the common denominators of liberalism and socialism in the 1920s
(Karleby) and 1930s (Sandler)67. Furthermore,
the SDP no longer referred to capitalism in its
new Party Programme in 1999 even though
it acknowledged problems in market competition and market economy68.
The SDP committed to partial privatisation of state companies without abandoning
state majority ownership in 1987. This was
followed by the government’s decision to allow private share issues in state companies
in 1988, which had been conditioned by the
SDP’s government partner, the National Coalition Party NCP.69 In addition, the SAP-led
government started the privatisation of some
of the state-owned production. It no longer

61 Attachment, SAP PS, 16.−17 June 1981, 1/159−4/162.
62 SAP Kongress 1981: Protokoll A−B. (Stockholm: Socialdemokraterna, 1981), B 21−B 22, B 77−B 81.
63 Sami Outinen, Sosiaalidemokraattien tie kansantalouden ohjailusta markkinareaktioiden ennakointiin: Työllisyys sosiaalidemokraattien politiikassa Suomessa 1975–1998 (Helsinki: Into Kustannus, 2015), 118, 183.
64 Attachment, SAP PS, 16.−17 June 1981, 38–41; Bergström, Socialdemokratin i regeringsställning, 44.
65 Outinen, “From Steering Capitalism,” 397.
66 Outinen, Sosiaalidemokraattien tie, 182–183.
67 Bergström, Socialdemokratin i regeringsställning, 54–55.
68 Andreas Fagerholm, ”Miten Marx näkyy nykyvasemmiston ohjelmissa?,” in Marxin pääoman ajankohtaisuus,
ed. Yrjö Hakanen (Helsinki: TA-tieto, 2015).
69 Outinen, Sosiaalidemokraattien tie, 195.
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wanted politicians to intervene in corporate reformist social democratic economic and
decisions. The employment losses caused by employment policies in various government
this new policy stirred criticism among the constellations from the 1920s onwards. The
union wing of the labour movement, but the SDP’s and SAP’s economic planning idea was
LO leaders accepted this policy shift.70
influenced by Austro-Marxism, Kautskyanism,
This did not mean abandoning in party “functional socialism” and logical empiricism.
programmes the future-oriented utopia of This meant combining the virtues of practidemocratic socialism71 in a manner of relativ- cal empirical rationalism and the horizon of
ist post-modernism, but, in practice, it led to democratic economic regulation in order to
surrendering to capital and clinging to indi- distil capitalist power relations and commuvidualism and the middle-classes. Social dem- nist command economy into pure democratic
ocrats also began to derive “its poetry from socialism.
The increasing power of financial capitalthe past”72 by concentrating on defending the
premise of the welfare state instead relying on ism was recognised in the 1980s. Therefore,
Vartianen’s notion that strong union influence
Marxian class-analysis73.
This happened after Nordic social demo- on economic policy explains the difficulties
crats had failed to transform global economic of Sweden’s and the SAP’s economic policy
infrastructure into a Nordic-style system of only if workers’ collective rights are considregulation by the early 1980s. However, some ered secondary to a successful economic perdelegates still urged the nationalisation of formance76. According to Esping-Andersen,
banks at the SAP Party Conference in 1990,74 “the more heterogenous ‘post-industrial’ need
and collective union action to increase indi- structure” of the citizens compelled “social
viduals’ room to manoeuvre75 remained impor- democracy to depart from its traditional unitant in Nordic social democracy up until 1990. versalism”.77 However, this post-modernist
argument to explain austerity measures and
Conclusions
flexibilisation through emerging postmodernThe party platform of democratic socialism ism is a circular argument. It does not take
and economic democracy by the Swedish into account the impact of the deep structure
and Finnish Social Democrats did not em- of economy to social development.
brace “mixed economy” and “markets” until
Whereas the majority of Finland’s Social
the 1980s, even though they had practised Democrats surrendered to global capitalism

70 Pontusson, Limits of Social Democracy, 127–153.
71 Socialdemokraternas partiprogram 1990; Periaateohjelma 1987.
72 Terry Eagleton, Culture and the Death (New Haven, Connecticut: Yale University Press, 2015), 62.
73 Kettunen, “Työväki ja sen liike,” 80–1; Kettunen, ”Työväen ja historian liitto,” 14–7; Eagleton, Culture and
the Death, 62.
74 Protokoll B: Måndag 17 september; Tisdag 18 september; Socialdemokraternas 31:a kongress 15–21 september
1990 (Stockholm: Socialdemokraterna, 1990), B 176–B 179.
75 SAP VU, 18 August 1989, 10, 12; Socialdemokraternas partiprogram 1990; Periaateohjelma 1987.
76 Juhana Vartiainen, “Understanding Swedish Social Democracy: Victims of Success?,” in Social Democracy in
Neo-Liberal Times: The Left and Economic Policy since 1980, ed. Andrew Glyn (Oxford: Oxford University
Press, 2001).
77 Gøsta Esping-Andersen, “After the Golden Age?: Welfare State Dilemmas in a Global Economy,” in Welfare
States in Transition: National Adaptations in Global Economics, ed. Gøsta Esping-Andersen (London: Sage,
1996), 14.
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and underlying economic theories in the
1990s78, Prime Minister Ingvar Carlsson (SAP)
still wanted to bring back the political control of economic policy after capital outflow
had imposed his government to introduce an
austerity-driven economic crisis pact in 1990.
He urged the social democrats to find global
alternatives to mainstream economics79. Connecting the need to transform global power
relations with the future success of social democracy echoed, according to Carlsson, the
idea of the NIEO a decade earlier.
The undeniable observation is that the Nordic social democrats’ turn towards the rising
middle-classes in the late 20th century did not
compel them to abandon attempts to expand
democratic economic regulation and universal
welfare states. This was the case even though
the goal became more difficult to achieve as
the power of global capitalism increased simultaneously with the potentially deepening conflict of interests between the growing
female-dominated service sector employees
(public and private) and the declining maledominated industrial workers.
Eagleton’s analysis was that losing an attractive social vision made the Left vulnerable to
alternative worldviews in the hearts and minds
of people as had happened to German Romanticism in the 19th century and fascism in
the century after80. This may be a competent
explanation in the world today after rightwing populism and its identity politics have
strongly challenged social democracy. One
can argue that Nordic social democrats paradoxically adopted individual postmodernism,
embraced capitalism and concentrated on
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national economic interests exactly in an era
when increased capital power would have required harder resistance, intensified state economic activity and uncompromising global
labour solidarity.
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