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At the beginning of the 1980s when social-democratic parties in northern 
and central Europe were considered to be in decline, the southern European 
Socialist parties flourished politically. One of them, the Spanish Socialist 
Party (Partido Socialisto Obrero Espafiol, or PSOE), was re-elected four 
times (three of them by majorities), a record for political longevity among 
European Socialist parties. Only the Swedish social-democratic party had 
lasted more than 14 years in government. As a result of its electoral 
success, the influence-of the PSOE among the parties belonging to the 
Socialist International grew substantially. The centre of gravity of social- 
democracy in Europe shifted, then, from the north to the south during the 
1980s, with the electoral victories of social-democratic parties in Spain, 
France, Greece, Italy (in coalition with ~hristian-~emocratic and other 
parties), and Portugal. Among these parties, the one with the largest 
electoral support was the PSOE, whose average electoral support during 
the 1980s was an impressive 44%.' 

The PSOE's electoral success was attributed to its breaking with tradi- 
tional social-democratic policies such as state intervention in economic 
development and a preferential relationship with the trade unions. This 
became a new stratkgic point of reference for other social-democratic 
parties in Europe. Felipe Gonzalez was asked to preside over a committee 
of the Socialist International to revise the principles of socialism for the 
21st century. The PSOE deliberately and explicitly de-emphasized state 
intervention to resolve some of the serious economic problems inherited 
from the Franco regime, and its relationship with the trade unions became 
extremely adversarial with four major general strikes, an unprecedented 
number for a Socialist government. According to Carlos Solchaga, 
Minister of Economy in the second Socialist government, 'the trade unions 
should not have any privileged relationship with the Socialist government. 
They should be treated like any other interest group, such as the College of 
Physicians, for e~ample. '~ And Ludolfo Paramio, director of the PSOE's 
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foremost intellectual institution, the Pablo Iglesias Institute, and member 
of the party's Executive Committee, wrote that 'a socialist party should 
downgrade the trade unions to the same level as any other interest group, 
such as professional colleges or philatelical s~cieties.'~ The Deputy Prime 
Minister in the Socialist government, Narcis Serra, declared that the social 
constituency of the government and of the PSOE was the middle class, that 
the working class was a disappearing class, and that the U.S. Democratic 
Party was a middle-class party worth em~lating.~ While these views were 
resented by the grassroots of the PSOE, they were widely accepted among 
large sectors of the leadership. 

The Spanish Socialist government also became a major point of 
reference in another debate, the political transition from dictatorship to 
democracy that was occurring in eastern and southern Europe and in many 
countries of Latin America. According to Bresser, Maravall and 
Przeworski, the most successful transitions have occurred in those 
countries, like Spain, where the government has liberalized the economy, 
diminished the role of a strong and too embracing state, and facilitated the 
full growth of constrained market forces while developing a safety net to 
take care of those social groups most affected by these economic  change^.^ 
According to Jose Maria Maravall (a leading theorist of the PSOE), the 
Socialist government in Spain inherited an excessively interventionist state 
that was constraining the economic growth and competitiveness of the 
Spanish economy. The government therefore had to modernize the Spanish 
economy by diminishing the role of the state, allowing market forces to 
develop more fully. This modernization (and the human costs of its accom- 
panying unemployment and dislocation) was tolerated by the Spanish 
electorate because of the growth in the social network that took care of 
marginalized sectom6 Thus, a foremost characteristic of the Spanish 
Socialist government, until recently quite atypical for social-democratic 
practices, has been its reduction of the economic role of the state. Although 
many social-democratic governments have incorporated into their policies 
a whole array of monetarist and liberal policies, none has done so to the 
same degree as the PSOE administration. As Wolfgang Merkel concludes 
in his detailed survey of social-democratic governments, state intervention 
in the economy fell under the PSOE government to a level unknown in 
other European social democracies.' 

The purpose of this essay is to explain the continuities and changes that 
occurred during the 1982-1996 period when the PSOE was in government, 
and to analyze why the successive Socialist governments chose certain 
public policies over others. The article also analyzes the reasons for the 
subsequent electoral decline of the PSOE that culminated in their defeat in 
1996. Against what prominent interpretations of social democracy like that 
of Przeworski and Spragues would lead us to expect, we show that the 



VICENTE NAVARRO 199 

primary reason for the decline of the PSOE government in particular and 
of Spanish social-democracy's fortunes in general was the adoption of 
public policies that conflicted with the interests of large constituencies of 
their electorate, including both the working and middle classes. 

The Historical and Political Context 

One of the most unexpected developments in recent Spanish history was 
the fast electoral growth of the PSOE after the establishment of democracy. 
The PSOE had played only a minor role during the anti-fascist struggle led 
primarily by the Communist Party (PCE). Mistakes made by leaders of the 
PCE during the democratic transition (in which the PCE had a moderating 
effect, lowering the level of popular expectations), together with the 
historical memory of the Spanish population (the PSOE had traditionally 
been the party of the working class) explains this sudden upsurge in the 
PSOE's popularity. By 1977, in the first election following Franco's death, 
the PSOE already received 29.3% of the electoral vote while the PCE 
received only 9.4%.' In 1979 the PSOE obtained 30.5% of the electoral 
vote, the PCE 10.8%. 

The overwhelming victory of the PSOE in 1982, when it received the 
support of 48.4% of the electorate, had several causes. One was the 
collapse of the Right due to the enormous tensions among the various 
factions of reformists known in Spain as the 'post-Francoist' forces. They 
had coalesced around Adolfo Suarez, the founder of the right-wing UCD, 
wherein Christian Democrats, liberals, and fascist sympathizers estab- 
lished an alliance with the primary purpose of stopping the Left, in 
particular the PCE. It was principally the disagreements within the UCD 
around the divorce law, together with the delegation of authority to the 
Catalan and Basque regions, which led to the coalition's collapse. It 
obtained less than 3% of the overall vote. In addition to receiving the votes 
of the disenchanted supporters of the UCD, the PSOE benefited from the 
participation in 1982 of first-time, young voters (overall participation 
jumped from 67% in 1979 to 80% in 1982) who voted massively for 
change, which they identified with the PSOE.1° 

The most important reason for the PSOE's success, however, lay in its 
having become the electoral beneficiary of working-class resentment 
against attempts to clamp down on labour militancy that had been so 
important to effecting the transition to democracy in the first place. Spanish 
labour in the mid-1970s was the most militant in Europe, with the largest 
number of strikes and mobilizations on the continent, forcing the transition 
from dictatorship to democracy. From 1975 to 1977, 7,514,000 workers, 
representing 88% of all salaried workers, participated in the strikes." The 
employers were clearly on the defensive, fearful of the underlying 
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challenge to the social order. Wages increased at a much higher rate than 
productivity during the 1975-1977 period, with declines in the rate of 
profit, in investments, and in the rate of job prod~ction.'~ Labour militancy 
also resulted in a series of legislative interventions granting the right to 
strike in 1975, the prohibition of dismissals without cause and indem- 
nization (granting 60 days pay for every year of service) in 1976, and the 
right to establish unions and political parties, including the Communist 
Party (PCE), in 1977. 

After the transition to democracy, increasing labour costs combined 
with a reduction in productivity and investments, a high inflation rate, and 
the beginning of job destruction pushed the new political establishment in 
search of a new social accord which could respond to these deteriorating 
conditions. Accordingly, the Moncloa Pacts (1977) were aimed at lowering 
labour costs while increasing job-creation in the private and public sectors. 
Although labour stood by its commitments to wage restraint, the employers 
and the right-wing government did not. In addition, a whole series of laws 
were passed to permit new types of contracts (for new entries into the 
labour market). These laws allowed short-term contracts - referred to by 
the unions as 'contratos basura' ('shit contracts') -which offered very little 
social protection and a salary level that was on average 40% that of 
permanent jobs. They also made the process of dismissal rather easier by 
reducing compensation from 60 to 45 days of pay per year of service for 
employees at enterprises of 25 or more workers and half that compensation 
for employees at enterprises of less than 25 workers (83% of all 
workplaces in the private sector). Also, workers' dismissals could be 
resolved on a case-by-case basis by new government appointed agencies 
rather than through the court system, the former being far more amenable 
to grant cause for dismissal than the courts. Despite workers' rebellions 
and mobilizations against these laws (according to official figures, 2.5 
million workers participated in these strikes), they were finally codified in 
the Estatuto del Trabajador and affirmed by the Spanish Parliament in 
1980." As a consequence, unemployment tripled from 5.32% in 1977 to 
16.45% in 1982, while wages and salaries declined. It is this labour 
situation that especially explains the enormous support among the working 
class for the PSOE, whose programme called for a massive job creation 
with expansionist policies that included increases in public and social 
expenditure to expand the welfare state: 85% of the working-class vote 
went to the PSOE in 1982. The PSOE discourse - a discourse of class 
struggle - was more radical than that of the PCE which, besides being 
involved in a fratricidal struggle among its various factions, was the 
strongest voice in support of the Moncloa Pacts, while the PSOE kept a 
certain distance.I4 The radical discourse of the PSOE and very much in 
particular of the Secretary General of the PSOE, Felipe Gonzalez, 
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contrasted with the moderate tone adopted by Santiago Camllo, the 
Secretary General of the Communist Party. As a consequence of these 
factors, the Communist Party received only 4.1% of the overall vote, and 
only 12% of the working-class vote. 

At the time the PSOE won the 1982 elections, the Spanish situation was 
characterized by the following features: 

1) An economy in great disarray, with a negative rate of growth (-1.2% 
per year), a high unemployment rate (16.2%, more than double the OECD- 
Europe averageI5), and a high rate of inflation (14% per annum, above the 
OECD-Europe average). 

2) An underdeveloped state with a public employment rate (4% of total 
employment) much lower than the OECD-Europe average (9%), and a 
public expenditure rate much lower than the OECD-Europe average, with 
only half of the employed population paying taxes. The state, besides being 
underdeveloped, was highly centralized due to its Jacobin inheritance from 
the Bonapartist state (when Napoleon ruled Spain) strengthened by 40 
years of fascism that borrowed heavily from the Italian fascist state. For 
example, the Instituto Nacional de Industria (the National Institute of 
Industry, or INI), established in 1945, was modelled after its Italian equiv- 
alent whose role was to direct the industrial development of the country.I6 

3) A state that was not only underdeveloped and centralized but highly 
unpopular because of its repressive nature and its limited social sensibility. 
In 1975, social public expenditures represented only 9.9% of the GDP, 
much lower than the European Community's average of 24%. Another 
element (left unchanged by all democratic governments, including the 
social-democratic ones) was the composition of the civil service. All civil 
servants - from judges to university professors - had to sign an oath of 
loyalty to the fascist regime during the 1950s, 1960s, and 1970s, repre- 
senting a core of resistance to change in the public administration. 

4) An underdeveloped economic infrastructure that was ill-prepared to 
integrate into the developing European economy, given the state's heavy 
subsidization of unprofitable sectors. These subsidies were justified in the 
name of avoiding unemployment but were not used to promote restruc- 
turing within economic sectors. 

5 ) ~ h e  most regressive taxation system, with the largest amount of 
fiscal fraud, in Western Europe. 

When the Socialists won the elections in 1982, it was widely expected 
that they would make the state a key element in economic transformation, 
following a radical expansionist programme similar to that of the 
Mitterrand government in France elected in 1981. The Spanish Socialist 
government, however, chose not to follow this strategy, quickly adopting 
the conventional wisdom that Mitterrand's U-turn was inevitable." The 
PSOE government also embraced the conventional view that the defeat of 
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the British Labour Party in 1979 and 1983 was due to its dependency on 
the trade unions. These interpretations reflected the thinking of the 
economic team within the Socialist government. Most of these profes- 
sionals were functionaries of the Ministries of Economy and Public 
Finance who have traditionally been very closely connected with the Bank 
of Spain.I8 They had been chosen on the basis of their proximity to the 
financial sector in order to reassure that sector and promote its further 
development. Accordingly, most members of the first Socialist government 
in Spain (and in particular the Cabinet members responsible for economic 
policy making) did not have a close relationship with the trade unions. The 
distancing from the unions and the working class - a distance that bordered 
on contempt in many cases19 - may in part be explained by the petit 
bourgeois origins of much of the leadership of the Spanish Socialist 
government, educated for the most part in some of Spain's most exclusive 
private schools within a very class-conscious society. Sixty-eight percent 
of the members of the Socialist government went to private schools and the 
majority of them send their children to private schools. These percentages 
are even higher among the members of the economic teams of the 
successive Socialist  government^.^^ 

But beyond these kind of factors, it must be said that an additional deter- 
minant of the PSOE7s trajectory was the unpopularity of the state, for the 
reasons mentioned above. Making the state sector the motor of the 
economic modernization would have required a significant transformation 
of most of the central administration. This would have resulted in major 
confrontation with the corporatist interests embedded in the bureaucracy - 
a group that the Socialist government had no intention of antagonizing 
despite their well-deserved reputation as rigid, user un-friendly, and ineffi- 
cient. No major reforms were introduced to the central public 
administration, a contributing factor to this having been the large 
percentage (38%) of members of the Spanish Parliament who were 
functionaries themselves. The major changes in the apparatuses of the state 
took place in the autonomous regions and in the m~nicipalities.~' 

These factors help to explain why the PSOE government did not 
entertain the possibility of an alternative strategy in which the state would 
play a key role in the nation's modernization by means of a public indus- 
trial sector which could stimulate overall industrial development and 
generate employment. Instead, the government forced the state into a 
subsidiary and minimal role. 

The Policies of the PSOE Governments, 1982-1996 

Privatization 
The Socialist governments considered the country's experience with public 
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enterprise to be particularly negative. Most public enterprises were part of 
the INI, which had accumulated an enormous deficit during the fascist 
period and until the transition to democracy. Its primary function was to 
absorb the sectors in crisis, such as steel and shipbuilding, in order to avoid 
further unemployment. Its production structures were obsolete, unpro- 
ductive, and over-staffed. It was not entirely surprising, therefore, that the 
Socialist governments did not favour any further nationalizations or an 
expansion of the public sector. But their success in reducing the size of the 
public sector by privatizing large public industries even extended to 
profitable public enterprises such as SKF Espafiola, Enturba and others. 
The only exception was the nationalization of the financial group Rumasa 
whose imminent collavse would have had a disastrous imoact on the 
Spanish economy. Once made profitable, however, Rumasa was privatized 
again. Otherwise, the number of employees in public enterprises declined, 
from 4.9% of all employment in 1981 to 4.6% in 1985, due to the reduction 
of the number of public enterprises and of employees per enterprise. 

Complementing these privatizations, the Spanish Socialist governments 
considerably reduced subsidies to the public enterprises, from 3.7% of 
GNP in 1984 to a low of 0.7% in 1987, with the explicit objective of intro- 
ducing entrepreneurship and systems of evaluation associated with the 
private sector to public enterprises, thereby reducing the role of the state to 
a bare minimum. The primary concern of these economic policies was to 
increase the competitiveness of the public sector, not to create jobs. This 
explains why several authors have defined these policies as That~herite.~~ 
This characterization, however, is inaccurate. The PSOE government, 
while carrying out policies that increased unemployment, expanded public 
funds for unemployment insurance from 2.59% of GNP in 1982 to 2.85% 
in 1985, whereas the Thatcher government reduced such payments from 
1.7% of GNP in 1980 to 1.0% in 1990 (almost halving them in ten years). 
Also, the privatization of public enterprises in Spain was accompanied by 
provisions for gradual dismissal and generous compensation, and with 
credit and fiscal policies aimed at stimulating private investments in 
affected areas to create empl~yment .~ 

These policies, however, were insufficient to reverse the growing 
unemployment. A major contributor to job destruction was the 
Reconversion and Reindustrialization Act of 1983, which besides reducing 
public employment stimulated the competitiveness of the private sector by 
reducing private employment as well. Spanish enterprises became more 
lean and mean; consequently, 70,500 jobs were eliminated in steel, coal, 
shipbuilding, and textiles (the sectors experiencing the greatest crisis) 
during the 1982-1985 period. These government policies were comple- 
mented by others which facilitated early retirement (both in the public and 
in the private sectors) and increased unemployment compensation funds. 
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Such policies, as indicated above, were aimed at softening the harshness of 
reforms while stimulating private industry, via fiscal policies and subsidies, 
to invest and create jobs in the zones considered particularly affected by 
these measures (zonas de urgente industrializacion, or ZUR), such as 
Galicia, Asturias, and Basque Country. Yet these measures did not prove 
particularly successful, as employment in these areas continued to decline 
through the mid-1980s. 

The privatization policies, carried out with a considerable harshness, 
contrasted with the Socialist government's softness towards powerful 
groups entrenched in the public administration and in the private sector. 
For example, the Socialist governments never confronted the financial and 
energy monopolies responsible for some of the highest prices for energy 
and communications and the highest returns on capital in Europe.24 The 
emphasis put on adding flexibility to the labour market, which continued 
during the whole period until 1996 (to a point where Spain has reached the 
highest rates of temporary employment and unemployment in the 
European Union), has not been accompanied by the curtailment of the 
privileges of well-entrenched economic groups.25 During the UCD 
government a close relationship could be seen between contributions by 
energy companies to the UCD and the increases in electricity bills, 
regulated by the go~ernment .~~ One factor contributing to the Socialist 
government's unwillingness to confront banking and energy monopolies 
was the handsome financial support these groups also provided for PSOE 
electoral campaigns. Banking and the electrical companies were among the 
major funders of all the political parties, including the Socialist party (but 
excluding the Communist Party), during the democratic transition and 
after. They provided 20,000 million pesetas to these political parties from 
1977 to 1986, with most assistance provided to the governing party. Jose 
Sevilla Segura, a top official in the Ministry of Public Finances during the 
first Socialist government, admitted that the focus of the government's 
economic policies had become very similar to the policies of the previous 
right-wing government. The main emphasis was on forcing flexibility in 
the labour market and confronting the trade unions, while leaving 
untouched the rigidities of the large employers, which continued their 
oligopolistic behaviour, responsible for the high costs of energy, commu- 
nications, and money.n This differential treatment eventually generated 
considerable resentment from PSOE members and supporters. 

Public expenditures policies 
While public employment diminished during the first Socialist 
government, public expenditures grew considerably, from 38.1% of GNP 
in 1982 to 42.30% in 1985. Of these expenditures, the most rapidly 
increasing were social transfers, in particular the pensions public funds, 
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which increased from 9.10% of GNP in 1982 to 9.93% in 1985. Health 
expenditures, however, declined from 4.70% of GNP in 1982 to 4.60% in 
1985 (see Table 1). With this exception, the Socialist government followed 
expansionist public expenditure policies in social transfers and in services. 

Table 1: Public Expenditures (% GNP) in Spain (constant currency) 

1980 1982 1985 1986 1988 1990 1992 
Public Goods 

Defence 1.99 2.25 1.99 2.28 2.00 1.71 1.56 
General Services 3.29 3.58 4.06 3.97 4.10 4.50 4.70 

Goods and Services 
Education 3.29 3.01 3.56 3.55 3.80 4.14 4.30 
Health Services 4.55 4.70 4.60 4.54 4.50 4.99 5.42 
Housing and other 1.16 1.40 1.83 1.81 1.79 1.50 1.60 

Social Transfers 
Pensions 8.62 9.10 9.93 9.80 10.0 10.6 10.9 
Unemployment 
Insurance 2.24 2.74 2.85 2.68 2.49 2.65 3.13 

Economic Expenses 5.5 8.26 8.28 7.64 7.78 8.30 8.95 
Interest on the Debt 0.73 0.97 3.20 4.08 3.70 3.82 4.50 
Total Public Exp 33.32 38.10 42.30 42.17 41.93 43.69 46.77 
Total Social Exp 21.76 23.04 24.77 24.20 24.36 25.37 27.06 

(Source: Tabla 9.39 'Clasificacion Funcional del Gasto de Administraciones 
Publicas. Participacion sobre el P.I.B. (%)' in G. Rodrigo Cabrero, 'Politicas de 
Rentas' Capitulo 9 del Informe Sociologico sobre la Situacion Social en Espana, 
Fundacion FoESSA, Vol. 2, 1995, p. 1458.) 

These expansionist policies, however, were reversed during the second 
Socialist government, with a reduction of public expenditures including 
social expenditures. From 1985 to 1988, public expenditures were reduced 
from 42.30% of GNP to 41.93% and social expenditures from 24.77% of 
GNP to 24.36%. Decreased social spending meant stagnant expenditures 
on pensions (with a significant decline in pensions per capita due to the 
growth of the elderly population, a decline facilitated by the Pensions 
Reform Act of 1985); a decline in unemployment expenditures; and a 
continuation of the reduction in health-care public expenditures that had 
occurred during the previous period (1982-1985). This reduced spending 
coincided with the expansion of the National Health Service to cover 
almost the entire population (expanding from 88% to 98% of the 
population), an outcome of the Ley General de Sanidad, approved by the 
Spanish Parliament in 1986. This expanded coverage with reduced expen- 
ditures meant a dramatic lowering of per capita health-care public 
expenditures, with a deterioration in the quality of services (particularly 
acute in primary care, the Cinderella of the health services) and in the 
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working conditions of health-care personnel, which generated widely 
supported strikes among health-care workers in 1988.= 

The government justified these austerity measures as necessary for the 
reduction of the public deficit and inflation and to better prepare the 
country for its entry into the EC in 1986. The decline in public and social 
expenditures, along with the decline in the disposable income of workers 
and the continuous growth of unemployment, generated large protests, 
culminating in the general strike of 1988 organized by the Communist-led 
Workers Commissions (CCOO) and Socialist-led Union General de 
Trabajadores (UGT). For one day the whole country came to a halt. It was 
the first general strike against a Socialist government in Spain, and 
signalled a definitive break between the union movement and the PSOE. 
As a result of the enormous popular support for the general strike, Alfonso 
Guerra, Deputy Prime Minister in the PSOE government, called for a 
major readjustment in the government's economic and social policies. 
From 1989 to 1992 (the period of the third Socialist government), public 
expenditures expanded from 42.77% to 46.77% (of GNP) and social 
expenditures rose from 24.78% to 27.06%, reaching levels of expenditures 
comparable with those in most countries of the EC. These increases in 
expenditures were facilitated by the economic boom that occurred with 
Spain's integration into the EC in 1986, fuelled by a large increase of 
foreign investment. 

The growth of social expenditures continued into the 1992-1996 period. 
This was a response to continuous pressure - expressed through mobiliza- 
tions and strikes - from a population still frustrated with the 
underdevelopment of the Spanish welfare state. According to a recent poll, 
69% of the Spanish population believes that pension payments are far too 
low, 69% believes that unemployment compensation is insufficient, and 
72% believes that the National Health Service is underf~nded.~~ The 
statistics provided by government and voluntary agencies substantiate this 
popular opinion. Fifty-two percent of widow pensioners and 71% of non- 
contributing unemployment insurance recipients received pensions below 
the minimum wage, and the health-care expenditures per capita are among 
the lowest in the EU.M 

Tar policies 
One indicator of the class nature of fascism was the fiscal policies of the 
Franco regime, characterized by the most regressive system of taxation in 
Europe, worse than in Greece and Portugal, and the low level of public 
revenues. In 1975, the revenues to the state (including Social Security) 
represented 21% of GNP, much lower than the average (34%) for the 
countries of OECD-Europe?' Most of these revenues were generated by 
indirect and regressive taxation: sales taxes represented 31% and payroll 
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taxes 47% of all tax revenues; income tax, of very limited progressivity, 
represented only 14% of all tax revenues. Fiscal fraud was the highest in 
Europe. The two main fiscal reforms after 1975, the first carried out by the 
Suares UCD government and the second by the 1982 PSOE government, 
changed this picture somewhat. By 1986, tax revenues represented 32.1% 
of GNP, with income taxes representing 19% of all taxes. Sales and payroll 
taxes continued to represent the larger proportion of state revenues (73% 
of all state revenues: 33% sales taxes and 40% payroll taxes). By 1990, tax 
revenues represented 35% of GNP, with income taxation representing 33% 
of all tax revenues, a considerable increase in revenues derived from this 
source (the average for the OECD countries was 45%)."2 The tax system 
remained highly regressive; Spain still had one of the lowest levels of state 
revenues in the EC. And tax fraud continued to be the highest in Europe. 
According to the Internal Revenue Agency of the Ministry of Finances, the 
average employer declares less income than the average labourer, while the 
average professional declares the same income as the latter. During the 
period of austerity under the second Socialist government when significant 
cuts were made in social expenditures in order to reduce the deficit, the 
respected Foessa foundation estimated that the revenues lost due to tax 
fraud amounted to more than half (68%) the public deficit in that period." 
This situation was recognized by the then Vice-Minister of Finances 
(Secretario de Estado), J. Borrell." The preparation of the Spanish state for 
entry into the EC meant sacrifices primarily for the salaried and wage- 
earning sectors of the population, while for the liberal professions, rentiers, 
and employers incomes grew considerably, although such growth did not 
appear in their income tax returns. All this reflected the limited nature of 
the transformation of the Spanish state: despite improvements such as the 
considerable growth in the percentage of state revenues derived from 
income taxes, the patterns of power relations within the state changed little. 

Employment policies 
In 1982 the PSOE government inherited a very high unemployment rate 
of 18%, but this further increased during the 1982-1985 period, reaching 
an impressive 21.1% by the end of the first Socialist government. This 
increase was the result of a continued destruction of private and public 
employment, an outcome of the privatization of public enterprises 
analyzed earlier. The economy was stagnant during this period. It was not 
until the entry of Spain into the EC that there was any reversal of this job 
destruction. The subsequent economic boom, facilitated by the economic 
expansion of the capitalist world at that time, increased job creation at an 
average rate of 2% per year, one of the highest rates of growth in the 
OECD. This high rate of job creation, however, did not match the even 
higher growth in demand for work due to the massive entry of the young 
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and of women into the labour market in this period. During the second 
half of the 1980s, women's employment increased by 5% while men's 
employment declined by 1.1%. Most of the growth in women's jobs 
occurred in the private sector, in contrast to the experience in most OECD- 
Europe countries where women's job creation has mainly taken place in 
the public sector and particularly in the social services, a situation that 
continues todayP5 In Spain, however, the government did not have a policy 
of public employment through expansion of the social services sectors, an 
omission that was particularly surprising given the highest unemployment 
rate in OECD-Europe and the underdevelopment of the welfare state. 
Many tasks carried out through the welfare state in other EU countries are, 
in Spain, still the responsibility of families - that is, women. Community 
and home social services for the elderly and handicapped are virtually 
non-existent in Spain, leaving the burden of these functions to wives, 
daughters, and mothers. As a consequence, stress-related morbidity 
among women 35-55 years of age is higher than in any other group, male 
or female.36 

In the majority of OECD-Europe countries, however, the growth of 
employment in the social sectors has been and continues to be the main 
source of job growth in the last 15 years. Rather than expand this type of 
employment (public employment growth in 1982-1992 was only 1.2% per 
year), the Spanish Socialist government based all its employment policies 
on the neoliberal assumption that the high costs of labour and labour 
rigidities were the primary causes of slow job production. The theory 
sustained by the Ministers of Economy and Labour was that the price of 
labour was too high, and that the increase in salaries should be lower than 
the increase in productivity. This position was a constant in the economic 
policies of the Spanish Socialist governments, despite the fact that 
declining real wages and increasing productivity (both higher than in other 
EU countries) were accompanied by a greater rate of job destruction over 
the last 20 years than elsewhere in Europe." The other objective of the 
employment policies of the Socialist governments was an increased flexi- 
bility of the labour market, which had been extremely rigid during the 
fascist regime's paternalistic and corporatist type of labour relations. The 
Moncloa Pacts and subsequent government interventions changed the 
pattern of labour relations, producing a highly flexible labour market with 
one of the highest levels of precarious jobs in the EU. At the end of the 
1980s, the percentage of precarious jobs (contracts without job security) 
was at an all time high: 38%, the highest in Europe. In particular, the 
majority of new positions during this period were precarious, a situation 
that continued into the 1990s. It is important to note that in spite of the 
labour flexibility laws passed at the beginning of the 1980s, the job 
destruction rate has remained the same, reversing itself only in the second 
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half of the 1980s when the rate of economic growth increased significantly. 
Still, during the 1991-1993 recession the level of unemployment increased 
considerably, reaching an all-time high of 23%."8 Exacerbating the 
situation, the Socialist governments carried out very restrictive monetarist 
policies aimed at reducing the rate of inflation, one of the most important 
objectives of the Ministry of Finances, whose policies in this respect 
mirrored those of the Bank of Spain. Despite the rhetorical flourishes by 
the government, job creation never became a primary objective of 
government policies except (in an indirect and not very successful way) by 
stimulating the job creation potential of the private sector. The pattern of 
job creation and destruction followed the economic cycles, without 
government intervention to reduce unemployment. It was this passivity of 
the public sector per se in the face of the serious social problem of 
unemployment that characterized the employment policies of all four 
Spanish Socialist governments. 

The PSOE and the Unions 

The victory of the PSOE led to the establishment of a social pact between 
the two major employer associations - large (CEOE) and small 
(CEPYME) employers - and the UGT and the CCOO, starting with the 
First Interconfederal Agreement (AI) of 1983. This was followed by a 
tripartite agreement in 1984 with the inclusion of the government: the 
Acuerdo Economico y Social (the Social and Economic Agreement, or 
AES). This three year arrangement involved acceptance of both the salary 
guidelines dictated by the Socialist government and further measures of 
labour flexibility, with the establishment of a job creation programme paid 
for by the salaried and wage-earning sectors of the population. Employers 
agreed to reduce the extra hours of work required from employees and to 
increase employment-producing investments, while the government 
committed itself to expand unemployment coverage and increase 
employment-producing public investments. Of the three parties to the 
AES, the trade unions were the only party that continuously and consis- 
tently honoured its side of the agreement, keeping a lid on salaries and 
collaborating in the labour flexibility measures. They did so at their cost: 
the rate of unionization declined substantially during those three years. 
Both the government and the employers, on the other hand, failed to deliver 
on most of their promises. On the contrary, and as shown above, public and 
social expenditures declined during 1984-1986, while job destruction 
continued in both the public and private sectors. This failure to deliver and 
the continuing deterioration of labour (in spite of some improvements after 
1986) led to a growing frustration which exploded in the 1988 general 
strike. The tensions between the unions and the government never dimin- 
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ished and the trade unions' profound distrust of the Socialist government 
is rooted in this history. 

In these agreements, the trade unions agreed to accept salaries 
increasing at a lower rate than the rate of inflation, the employers agreed to 
increase job-producing investments, and the government agreed to increase 
the minimum pension to the minimum wage level and increase the level of 
coverage of the unemployed (only 38% of the unemployed were covered at 
that time). The employers, however, did not increase their investments. The 
substantial improvement in their rate of profit and overall profit levels did 
not translate into new jobs but rather into speculative activities. 
Furthermore, the government eased legal steps that employers had to take 
before dismissing workers and permitted a very broad interpretation of the 
laws allowing for the 'shit contracts.' Unemployment reached a high of 
22.2% in 1985. To further aggravate the situation, the government intro- 
duced legislation in Parliament (where it had a majority) revising the 
pension law, increasing the number of years of worker contributions 
required before the enjoyment of pensions. This was read by the CCOO as 
the starting point for the government's reduction of the welfare state, which 
led in 1985 to a call for a general strike - one that had varied success in 
different regions of Spain. 

The focus on lowering the price of labour and increasing labour flexi- 
bility as the twin pillars of employment policy has lost substantial 
credibility among the PSOE electorate and among the trade unions. In this 
regard it is remarkable that Maravall and other Socialist leaders continue 
to accuse the trade unions of non-solidarity and corporatist behaviour, 
putting their interests above the interests of the nation. As a matter of fact, 
both the UGT and the CCOO accepted wage controls and labour flexi- 
bility for the entire duration of the first Socialist government. Their labour 
discipline, accepting that wages were to increase at a slower rate than 
productivity, was part of their contribution to the democratic transition 
and to the success of the first left-wing government elected after that 
transition. 

The UGT did not join in the strike, but the relationship between the 
UGT and the Socialist government also began to deteriorate. Nicolas 
Redondo, Secretary General of the UGT, resigned from his position as a 
Socialist Member of Parliament. Shortly before his departure, the UGT lost 
the trade union elections to the CCOO, which in 1987 became the largest 
trade union. In 1986 major changes followed the entry of Spain into the 
Common Market. Attracted by low salaries and high labour flexibility, an 
enormous flow of foreign investment stimulated (through increased 
competition) Spanish employers to invest. Starting in 1986, there was for 
the first time since 1977 a real increase in Spanish salaries and wages, 
increasing workers' disposable income; salaries increased at a higher rate 
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than inflation. Unemployment was also reduced with the creation of one 
and a half million jobs during the 1985-1989 period, but that was due 
primarily to the increase in temporary jobs. The temporary economic boom 
strengthened labour, which was further consolidated with the virtual union 
of the major trade unions, CCOO and UGT. Together they were better able 
to stand up to the government and employers, particularly in protest against 
the significant cuts in public and social expenditures that led to the 
December 14th, 1988 general strike which forced the major social turn in 
the policies of the Socialist government. 

But it was not enough to undo the damage that had been wrought by the 
overall strategic orientation of the PSOE since its election in 1982. 
According to the Institute for Labour Statistics of the Spanish Ministry of 
Labour, the disposable income of the wage sector of the labour force has 
declined 1.5% during the last 15 years?9 Unemployment has increased by 
58% and poverty - although it has declined due to the universalization of 
pensions and health services - still affects 20.7% of the population." 

The Electoral Decline of the PSOE 

As we have seen, despite the programme on which it was elected, the first 
PSOE government gave priority not to the creation of employment but to 
the control of inflation and the capitalist modernization of industry in 
preparation for the entry of Spain into the EC. This resulted in a continu- 
ation of job destruction, with clear reluctance on the part of the Spanish 
capitalists to invest. Not until 1986 and 1987 was there any considerable 
increase in job-creating investments, and even then most was stimulated by 
foreign investments. Public expenditures, however, continued to expand in 
the two areas that mattered most for electoral purposes: pensions and 
unemployment insurance - although the percentage of unemployed 
covered declined due to the large increase in unemployment. 

The 1986 election witnessed another majority sweep for the PSOE, 
although its share of the vote declined to 44.4% from 48.4% in 1982. 
Though it still received the majority of the working-class vote, two 
important warning signs of workers' discontent with Socialist government 
policies had already appeared: a significant increase in working-class 
abstention from voting and a major decline in the working-class vote for 
the PSOE. The PCE benefited surprisingly little from this working-class 
disillusionment. The other major change in the 1986 election was the 
middle class's reluctant vote for the PSOE, out of fear of a right-wing 
victory under Manuel Fraga, the presidential candidate of the Conservative 
Party who had been a minister in the fascist regime. Old memories kept 
alive during the PSOE's electoral campaign did the trick. The discrediting 
of the Right, still perceived as a forceful political successor to the fascist 
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regime, was the best card played by the PSOE in the 1986 elections; and it 
was the weakness of the Right together with that of the Communists that 
provided the space for the rightward shift of the PSOE government. 

The PSOE was once again victorious in the 1989 election, but with a 
significantly lower vote of 38.7%. It might seem paradoxical that just one 
year after a most successful general strike the electorate returned the PSOE 
to power. The victory was in part the result of the social turn that the strike 
had forced on the government, creating the impression of a new sensitivity 
to working-class demands. Also, disposable income was increasing after a 
long period of decline, with the unemployment rate now falling. Still, 
working-class support for the PSOE continued to decline. Moreover, two 
new and notable developments occurred. The middle-class sectors became 
more reassured by changes in the right-wing party, the Popular Party (PP), 
when Fraga was replaced by Jose Maria Aznar. Aznar, although a tax 
collector lacking in charisma, was nevertheless a new face with no connec- 
tions to the former fascist regime.4' The PP received a considerable 
increase in the vote in 1989, up to 32%, and the PCE (now regrouped 
within an alliance of leftist forces and disaffected groups in the Izquierda 
Unida, or IU - the United Left) finally started benefiting from the working 
class's discontent with the Socialist government, gaining 9% of the 
electoral vote. But as working-class frustrations continued, there was a 
general pre-election perception in 1993 that the PSOE would lose. That 
perception was strengthened by the very poor performance of Gonzalez in 
a debate with Aznar. For the first time since 1982 it seemed that the post- 
Francoist Right - represented by the PP - was going to win. A panic spread 
among the Left, with the battle cry 'no pasaran' ('they will not pass!'), the 
resistance call of the Republican forces in Madrid under siege during the 
Civil War. On election day, however, to everyone's surprise, the PSOE won 
again, primarily because - as exit polls showed - many left-wing people 
who intended not to vote, or to vote for the IU, changed their minds at the 
last minute and voted for the PSOE. It won 38.7% of the vote, while the PP 
received 35%. The IU was the loser in that last-minute'transfer of votes: it 
received practically the same proportion (9.6%) as in 1989. The message, 
however, was clear: the left-wing voter did not want the PP in government 
while preferring a shift to the left by the Socialist government. According 
to the polls, this was also the desire of the majority of the electorate, 
including those who abstained. 

Rather than ally itself with the IU, however, the PSOE government 
allied with the centre-right Catalan nationalist party, pressing for a new 
labour reform that would further increase the flexibility of the labour 
market. This proposal was opposed by the unions, which called for another 
general strike that had a considerable following among industrial and 
construction workers. In the 1994 European elections, the PSOE lost three 
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and a half million votes, reaching the lowest level since democracy was 
established. The working class abstained en masse, although the IU vote 
increased to 13% and for the first time a significant number of workers 
(over 14%) voted for the PP, particularly in the red suburbs of the big cities. 
The only sectors that remained loyal to the PSOE were the pensioners 
(25% of whom voted PSOE) and small farmers and farm workers (more 
than half), the chief beneficiaries of the expansion of the pension system 
and of the National Health Service. 

Table 2: Electoral Behaviour by Occupation and by Size of Town in 
the 1996 Election 

Electoral Behaviour by Occupation in 1996 Election 

OCCUPATION 

Employers 
Farmers 
Liberal Professions 
Industrial Workers 
Administrative Personnel 
Civil Servants 
Unskilled Labour 
Unemployed 
Pensioners 
Housewives 
Students 

PARTY 
PSOE IU 

Electoral Behaviour by Size of Town in 1996 Election 

POPULATION 
Less than 10,000 
50,000-100,000 
More than 500,000 

PSOE IU PP 
42% 8% 35% 
38% 12% 38% 
32% 13% 45% 

(Source: El Pais, 6 April 1996, p. 14.) 

In the March 3rd, 1996 national election, the PP finally won with 
38.78% of the vote while the PSOE received 37.62%. The PP received 
9,700,863 votes versus 9,419,530 votes for the PSOE, a difference of only 
281,333; the total left-wing electorate however numbered one million 
more than the right-wing as the majority of the electorate (51.2%), taking 
into account the votes of the left-wing regionalist parties, voted left. The 
PSOE and the IU received a total of 48.1% of the vote, almost identical to 
their aggregate vote in 1993 (48.4%). A transfer of votes from the PSOE 
to the IU had occurred, and since the electoral system favours large parties 
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over small," the number of left-wing elected representatives was much 
smaller in 1996 than in 1993, declining from 177 parliamentary seats to 
162. This explains why the PP favoured the IU over the PSOE during the 
electoral campaign. The enormous sectarianism within the Left had led to 
its defeat. Had the IU voters supported the PSOE candidates in those 
districts where the IU candidates had no chance of being elected, and had 
the PSOE voters voted IU in those districts where the PSOE had no 
chance of being elected, the PSOE would easily have won? Still, for Julio 
Anguita, President of the IU and Secretary General of the PCE, the largest 
political force in the IU, the main 'enemy' (a term he used frequently) was 
the PSOE rather than the PP. Table 2 shows the occupational and regional 
support for the IU, PSOE, and PP. The strongest PSOE supporters 
continued to be the pensioners, unskilled labourers, industrial workers, 
and rural dwellers. The PSOE lost in most of the autonomous regions 
except for Andalusia and Catalonia. 

The PP had run a campaign presenting itself as a 'centre' party, 
renouncing some of the most extreme 1993 positions such as the privati- 
zation of Social Security and the National Health Service, even though the 
latter had already been initiated in some of the regional autonomies 
controlled by the PP. The PP appeared as the party of Jacobin Spain with 
anti-Catalan and anti-Basque positions, calling on the support of the 
immigrant Spanish-speaking working class in Catalonia and in the Basque 
country. Still, the major advantage of the PP was the unpopularity of the 
PSOE government. On election day, 35% of PP supporters declared they 
voted for the PP as a way of getting rid of the PSOE government. An 
important group that deserted the PSOE in droves was the young. In the 
1982 election the young (18-27) represented 25% of the PSOE vote; in 
1996 they represented only 16%. For the first time since democracy was 
established in Spain, more young people voted for the PP than for the 
PSOE.44 

The IU did not benefit much from the unpopularity of the PSOE. Its 
share of the vote rose only slightly, from 9% to 11%. This outcome was 
primarily a result of the position taken by the leadership of the PCE, the 
major force in the IU whose anti-PSOE strategy (accusing the PSOE 
leadership of being the major enemy of progress in Spain) indirectly 
favoured the PP. This alienated considerable sectors of the PSOE grass- 
roots who, while in disagreement with the economic policies of the PSOE 
government, did not accept Anguita's position that the social-democratic 
government was worse than a PP government would be. The systematic 
anti-PSOE policies of the IU had been responsible for an ultra-right-wing 
member of the PP (a member of the fascist group Guerrilleros de Cristo) 
becoming governor of Asturias, the coalmining region of Spain and the 
main left-wing region of the country. Both the anti-communism of Felipe 
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Gonzalez and the anti-socialism of Anguita caused disgust among large 
sectors of voters of both parties. On election day the number of protest 
votes (ballots left blank) against the sectarianism of both parties of the Left 
was larger (367,198 votes) than the PP's margin of victory over the PSOE 
(281,333 votes). During the 1996 election, Anguita had declared that the 
primary objective of the PCE was to defeat the PSOE government, making 
it indistinguishable from the PP." 

The election of the PP government with the support of the right-of- 
centre Catalan and Basque nationalist parties has further accentuated the 
neoliberal economic policies initiated by the previous Socialist 
government, adding new public policies aimed at reducing and even 
dismantling the rather undeveloped Spanish welfare state. The Bank of 
Santander, the second largest bank in Spain and a major funder of the PP, 
has been calling for the full privatization of the Spanish social security 
system, as happened in Chile during the Pinochet dictatorship." 

Moreover, the victory of the PP has empowered the Right, including the 
fascists, quite considerably. Open expressions of fascist fervour and 
support are tolerated by the PP. Shortly before the March 3rd, 1996 
e~idtions, for example, a municipal counsellor from Albacete (Andalusia) 
protested the 60th anniversary of the arrival of the International Brigades 
by calling them criminals, killers, butchers, and the scum of the earth, 
without being censored by the PP leader~hip.~' The PP-governed munici- 
pality of ~ a c a ~ a  opposed-a popular proposal to name a street after one of 
its best known sons, Pablo Picasso, because he was a 'red.' And the 
President of the University of Sevilla, Mr. Medina, awarded the National 
Prize in Literature in 1975, recently spoke very highly of Franco, Hitler, 
Mussolini, and Pinochet, referring to fascism as the highest level of devel- 
opment of a s o ~ i e t y . ~  In all these cases, the national leadership of the PP 
has remained silent. While the PP wanted to appear as a moderate party of 
the centre, the far Right and the Francoist forces campaigned actively for 
the party, and Aznar, its presidential candidate, welcomed their support. He 
avoided distancing himself from the Franco era and denounced the 
Socialist party's anti-~rancoist pronouncements as exaggerated and 
unfounded. When asked in an interview during the 1996 campaign whether 
in 1936 he would have supported Azaiia (the head of the democratically 
elected Republican government) or Jose Antonio Primo de Rivera (founder 
of the fascist party), Aznar replied that fortunately he did not live during 
those years and did not need to make a choice. When the interviewer 
persisted and asked whether Franco had been a positive or negative force 
in Spanish history, Aznar replied that it was not up to him to judge Franco's 
tenure, that was history's role. His own strongly conservative pro-Catholic 
view had been a trademark of his campaign, calling for 'men who know 
what responsibility is and for women who know their place as women in 
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society.'" At the economic level, major financial centres, which are very 
influential in the leadership of the PP, have called for what amounts to a 
dismantling of the Spanish welfare state.50 And the economic team of the 
government reads like a Who's Who in the world of large Spanish 
employers?' The PP named Margarita Mariscal as Minister of the Interior, 
an ultra-right-wing lawyer and daughter of a well-known rightist judge 
who defended the fascist branches of the Spanish civil guard that planned 
the (failed) military coup of 23 February 1982. Three other members of the 
Cabinet belong to the ultra-right-wing religious order Opus Dei, including 
a newly established Undersecretary for Religious  affair^.^^ 

The fact that the PP has attracted the support of the fascist movement of 
Spain, thought to represent approximately one-third of the PP vote, 
explains why Spain is the only country in southern Europe that does not 
have an explicitly fascist party as such. It also explains why the PP 
government has not distanced itself from the fascist regime of General 
Franco. The PP's economic team, however, belongs to the liberal branch of 
the party and is committed to further increasing labour flexibility and 
reducing the social protection of the working class - but without reaching 
the extremes put forward by large sectors of the employers' association 
who called for the dismantling of the welfare state. Supporting this 
restraint is the Catalan Christian Democratic Party, or CIU, which fears 
that such measures would threaten the social peace of Spain. 

So far, the PP has reduced taxes on dividends and the taxes of the 
wealthiest 20% of the Spanish population; privatized the still existing 
major public enterprises; deregulated urban zoning (a central government 
responsibility in Spain), greatly favouring real estate interests; reduced 
social expenditures (except pensions); and further liberalized capital and 
labour markets. For this last measure the PP government has the support of 
all the previous Ministers of Economy of the successive Socialist govern- 
m e n t ~ . ~ ~  There is, therefore, a clear continuity in the economic policies of 
the PP and PSOE governments, although they will likely be taken to more 
unrestrained levels by the PP. The seeds of those policies, however, were 
planted during the PSOE governments. 

Interpreting the Decline of Spanish Social Democracy 

The experience with the Spanish Socialist government enables us to test 
one of the main interpretations of the decline of social democracy in 
Europe. Przeworski and S p r a g ~ e ~ ~  attribute the fall of social democracy to 
the decline of its basic constituency, the working class and the trade unions, 
and its subsequent attempt to reach out to the middle class in order to 
maintain its electoral base. This reaching out to the middle class, however, 
alienates the shrinking but still essential working-class base, which puts 
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these Socialist parties in an impossible situation. According to this 
position, then, the decline of the Socialist government in Spain would be 
the result of the decline of the Spanish working class and the alliance of the 
party with the middle-class electorate. 

Table 3: Evolution of the Intention to Vote Among Various Classes in 
Spain, 1986 and 1993 

YEAR 
CLASSES PARTY 1986 1992 

Old Middle Class* PP 20.8 17.5 
PSOE 20.2 19.9 

IU 1.7 3.6 
New Middle Class? PP 14.4 16.0 

PSOE 42.1 26.3 
IU 3.3 7.8 

Working Class PP 5.1 11.5 
PSOE 45.1 36.1 

IU 2.9 5.8 
Small Farmers and PP 16.0 12.0 
Farm Workers PSOE 33.0 56.0 

1U - - 
Inactive in the PP 13.1 16.0 
Workforce (primarily PSOE 25.0 25.2 
pensioners) IU 0.8 1.9 

(Source: J.F. Tezanos, Tabla 9, 'Socialismo y Clases Medias,' Sistema, Nov. 1994, 
p. 29.) 

*Owners of small industrial, agricultural, and service businesses, liberal professionals and 
self-employed. 

?Administrative employees, commerce employees, and salaried professionals. 

Przeworski and Sprague's explanation is wrong on many different 
counts. First of all, their definition of the working class as 'the wage 
earners and salaried who realize manual labour in mining, industry, 
construction, transport and agriculture, and their inactive family 

is extremely narrow. It excludes service workers in both the 
private and public sectors, a key segment of the working class. Yet even 
within their narrow definition of working class, the very slow decline of 
those sectors in Spain has been less than the decline in workers' support for 
the PSOE. Actually, the working class in Spain, according to both struc- 
tural and subjective definitions, has been expanding rather than declining. 
Between 1975 and 1992, the percentage of the working population 
declaring themselves to be members of the working class increased from 
39.8% to 50%, while the percentage declaring themselves to be middle 



THE SOCIALIST REGISTER 1997 

class declined from 60% to 45%.% Moreover, while the percentage of the 
working population that is unionized was falling during the first half of the 
1980s (coinciding with the trade unions' agreement with the Socialist 
government), that percentage later increased when the unions took a more 
militant stand. The most militant among them, the CCOO, gained many 
new members and became the leading 'nion in Spain. It was precisely at 
this time of trade union growth that working-class support for the PSOE 
declined. 

Moreover, the period of maximum working-class support for the PSOE 
coincided with the period of maximum support among the middle class 
(Table 3). In the majority of the middle class (administrative personnel, 
salaried professionals, and commerce employees), the decline of support 
for the PSOE paralleled the decline among the working class, although the 
middle-class decline was somewhat slower. There was no trade-off, 
therefore, between middle-class voters and working-class voters. 

None of Przeworski and Sprague's theses are proven correct in the case 
of Spain. As shown in this article, the decline of the Spanish social-democ- 
ratic government is primarily a political, not a structural, problem. It is due 
to the implementation of public policies, documented above, that have 
antagonized a large segment of both the working class and the middle 
class. The welfare state and its parallel policies of full employment, for 
example, can benefit both classes when the welfare state is based on 
universal policies in which social transfers and services are provided as 
citizens' rights, and when the funding of these interventions is progressive 
rather than regressive, with the level of benefits satisfying the standards of 
the middle class.57 The policies of the PSOE government, however, antag- 
onized both the working and the middle classes. While that government did 
not deserve the sobriquet of 'Thatcherite socialism,' it did follow policies 
that were too close to the interests of capital rather than to the interests 
of the working and middle classes. It got away with this for a long time, 
given the revulsion these classes felt for the right-wing alternative. But it 
could not avoid the political and electoral decline that must eventually 
attend a social-democratic party that accepts the main economic tenets of 
neoliberalism. 
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