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Introduction





	The idea that political and economic systems go hand in hand is not a new one.  What is debated, however, is a) whether the political system determines the economic system (as Max Weber believed) or vise versa (as Karl Marx believed); and b) which political and economic systems are most complementary.  Because there is no real political ideology which threatens democracy much of the theory has revolved on what economic system might best complement it.  From Hayek’s belief that democracy is lost without capitalism to Laski’s assertion that capitalism in fact destroys long term democratic principles, and those in the middle like Schupeter who say it depends on other factors, there are a wide range of theories surrounding this theory area of democracy.


	The issue of democracy and its ideal economic partner is one of extreme salience in the international world today.  Because of the proliferation of new democracies since the end of the cold war there is even more of an urgency to determine which economic system best aids a democratic political system.  Also of concern and debate is how to create the necessary infrastructure for the stability and success of the new democratic state.  In theoretical terms it is necessary to ensure as many of the following twelve norms be implemented as possible: 1. Rules which lead to predictability 2. Ability to re-assort values 3. Not too much polarization in values 4. Psychological security 5. Limited economic inequality 6. Open class system 7. Respect for tradition and authority 8. Willingness to compromise 9. Tolerance 10. Sympathy for others 11. Legitimate leaders 12. Rational and scientific (not ideological) norms.  These norms are needed for a successful democracy and, in a perfect match, should correlate to those principles upheld by the accompanying economic system.  How do democracy and capitalism match up?  To what degree might any discrepancy be “good enough?”


	While we must look at the norms of democracy and the principles upheld and bred by whatever its economic counterpart might be, we should examine the results of these two realms of principles trying to coexist.  That is, in order to find an adequate equilibrium between the economic and political realms we must look at what results come from each and how those results interact.  This interaction is paramount in examining the relationship between capitalism and democracy.  If capitalism is not the best economic system for a democratic government then what broad circumstances are needed to ensure a safe and conducive environment for the success of democracy?





Analysis


What are the basic tenets of capitalism and, more importantly, what do these tenets lead to in terms of long term attitudes, behavior, ideology?  Capitalism and the free market economy can be used interchangeably for our purposes here.  Obviously, then competition is the paramount immediate result of a free market economy.  Competition is healthy because provides incentive to create better products and thus increase social welfare.  Also competition increases levels of rationalization and efficiency which are both results of this increase of competition.  


Let us, then, talk about the affects of competition in a democratic government.  Because of free market forces competition leads to increased rationalization among the people of the society.  As such, issues will largely be dealt with in a managerial and impersonal manner.  By dealing with issues in a managerial manner efficiency is maximized which, in turn leads to maximization of profits.  Remember that in the capitalist realm profit and efficiency are paramount.  It would not be too attenuated of an argument to say that the pursuit of profit leads, eventually, to rationalization and impersonal interactions.  Although it is important, as stated above, for a democracy to maintain a degree of rationality, perhaps there is, with capitalism, the danger this rationality can be taken too far and at too great a cost - impersonal and managerial interactions.  The reason rationality is needed, after all, is to ensure that democracy “do what works” rather than engage in ideological battles.  It is possible that in time with capitalism as the economic system the costs of rationality could outweigh the benefits. Simply put, the competitive nature which capitalism breeds is antithetical to the compromise-based principles of a democracy.


Empirically we have seen that capitalism naturally gravitates towards a separation of classes.  Although the market is free and people, in theory, may move from the bottom to the top - or vise versa - in little time, the actual occurrence of this is rare.  Democracy demands a certain degree of social mobility as to ensure an open class system.  Without the hope that one day one may enjoy the ranks of the upper class hope, and therefore reason to participate, is lost.  With loss of participation the state becomes less democratic.  


One can point to the present day United States as a perfect example of this on both levels.  The United States for decades has seen an increasing gap between the social classes and a decrease in social mobility.  Despite the small number of entrepreneurs positively affected by the “digital revolution,” the fact remains that the rich are getting richer and the poor - poorer.  Secondly the United States has seen a growing disillusionment among the voters.  Those especially in the lower classes are participating in decreasing proportions.  Thus, it can be see right here at home how capitalism has eventually led to an upper and lower class with the middle class decreasing in size daily.  Aristotle stated that a large lower class leads to an unstable democracy.  How large this lower class must be is a matter of debate, but it can be seen - both in theory and empirically how capitalism is leading to a decaying of democratic values regarding class and economic equality.  


This is not to say that capitalism automatically leads to inequality as Laski or Marx might allude to.  But, it seems that economic systems in general are not altruistic and those that are are quickly disregarded.  Perhaps for capitalism to work a better social welfare program or income redistribution program is needed?  In some way the economic system which is tied to democracy must ensure a strong middle class for “the middle class emerges as the main pro-democratic force.”�


Another way to approach the problem might be to consider who capitalism favors, if anyone.  Certainly the ideal economic system for a political system so heavily entrenched in equality and freedom would favor no one yet allow freedom too.  This perfect combination is probably impossible, but let us nonetheless look at what capitalism does in each case.  An argument along the lines of Lenin might be made that capitalism fits best with a “bourgeois democracy” or elitist theory of democracy.�  In this sense, then, it can be seen as a matter of the society’s goals - does the society want to support a thin theory of democracy and have elites run the country or does it desire a populist theory of power where the public is mobilized and participatory?  Some say that the best a democratic society can hope for is a democratic elitism model of power.  In this case perhaps the best economic system is capitalism.  Either way it brings up interesting ideas regarding what is “good enough” or “the best you can hope for.”  If a society were to choose a thicker theory and support a populist power structure then the challenge would be greater - education would need to be better, economic redistribution and social welfare would need to be effective, etc.  


Expectations also weigh heavily on the success of democracy.  Because capitalism breeds expectations of high performance there is involved the chance of disappointment.  If there is a large gap between the expectations of a society and its performance then problems arise.  This is less likely to happen, but still possible, if the economy is run by the state.  Oddly, in this case doing too well in the long-run can be detrimental to a democratic society.  If the gap is large enough then revolution could arise in which case the government has failed to do its job effectively.


As John Drysek puts it - a capitalist state is a constraint on democracy.  Because pure capitalism and pure democracy differ in key principle ways their coexistence depends on other factors.  Schumpeter states that the coexistence of democracy and either capitalism or socialism is dependent upon social factors.  So the question remains - what 


economic or social factors are necessary for a successful democracy?


The economic system must be free from vast ideological differences in comparison to democracy.  Thus, the economic system cannot breed intolerance or inequality and should not restrict freedom greatly.  The greater the correlation of core concepts the better the economic system is likely to complement democracy.  With greater agreement on core assumptions of values and the roles of institutions comes a higher degree of symbiosis.  


This economic system must not make any group feel unfairly 


disadvantaged.  This the current case for many sectors of the American public who comprise the lower ranks of society (economically).  If people feel like the system is not working for them, or at least is equitable, then they will become disillusioned and alienated.  With alienation and disillusionment comes a lack of participation.  If participation wanes then democracy is not proving as “of the people” as it should be.  Democracy without a participating polity is a democracy in trouble.  Across both the thin and thick schools of democracy experts are beginning to recognize that the United States’ participation levels are too low for a properly functioning democratic government.  This is of great import because it relates to why it is so vitally important to ensure the economic system promotes, or at the very least does not depress, participatory rates.  


As stated before, in broad theoretical terms while looking at the core principles of capitalism it can be seen that a market economy does not always provide an environment which is conducive to participation.  However, other factors also play a vital role in the political environment.  Education in a participatory democracy should be expected to be of high quality and quantity.  


Outside of education, the primary influence on the political atmosphere appears to be economic standards.  This begs the question which Marx and Weber both addressed - does the economic system determine the political system or does the political system determine the economic system?  Perhaps the problem is in the question.  That is, perhaps the question should be what determines the economic system and what determines the political system?  They don’t necessarily have to determine each other.  It is more likely that a set of ideologies determines both, rather than a set of ideologies determining one and then that one determines the other.  For example, it is probably not that a desire for equality and freedom determines democracy as a political system which then determines capitalism as its partner.  Rather it is that a desire for equality and freedom chooses democracy and capitalism as the best means to achieve those ends.  


If this is true then how can capitalism, in some ways, be so diametrically opposed to the core principles behind democracy?  Probably because as is true with democracy capitalism is the best option of the bad options.  Just as Churchill said that “democracy is the worst system in the world, except for all the others” (sic) the same seems to apply to capitalism.  A free market economy may very well have its fair share of disadvantages in a democratic society, but it is the economic system which best fulfills the most important criteria for democracy to survive.  


With this in mind the issue now becomes - with capitalism in a democratic setting how can a state hope to stem some of the adverse effects a free market has on democratic values?  Again, the primary negative effects of capitalism include - movement towards economic (and therefore political) inequality, dwindling of middle class, and breeding a competitive nature which is antithetical to the compromise based nature of democracy.  Thus society must seek to combat these limitations of capitalism in a democratic setting through other means.  Education is the most obvious because it increases participation, even among those who are disillusioned, and it decreases the economic gap.  Education also “broadens one’s outlook, increases tolerant attitudes, restrains people from adopting extremist doctrines, and increases their capacity for rational electoral choice.”�  


Conclusion


I contend that there are certain economic circumstances needed to ensure a thriving democracy.  The most successful method of reaching these conditions has, to this point, been through capitalism and the degree of liberty and industrialization that it brings when at its height.  However, it (in the long-run) also breeds economic and political inequality (as we can see in modern day United States), excessive competition, and slowly chips away at the size of the middle class, all of which devalue the democratic ideology of a given state.  


Absence of proof isn’t proof of absence.  That is, just because there has not been a socialist or other economic structural venture to successfully provide these criteria/circumstances needed for a thriving democracy does not mean it isn’t possible.
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