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I think that in a few years time we will look back at the present as the vernal 
equinox of the human spirit, that moment when the darkness was finally 
exceeded by the light. 

Ronald Reagan, 1986' 

The 1988 elections in the US herald the end of the Age of Reagan. By 
January 1989 the President should be safely retired to  Southern California. 
There he will spend his declining years in familiar pursuits: retelling 
favourite stories to wealthy friends, posing-like Mao in the Yangzte-for 
occasional displays of vigour before piles of splintered wood, supervising 
the writing of his official biography, and doing those other things expected 
of American elder statesmen. He will, at last, be gone from the centre of 
national politics. 

Reagan's impending departure naturally inspires a number of questions 
about the meaning and legacy of that destructive bundle of policies, 
eponymously identified as 'Reaganism', pursued during his time in office. 
Where did Reaganism come from? What did it amount to, and what has 
it accomplished? How will its achievements shape the post-Reagan future 
of American politics? In this essay, we offer some provisional answers to 
these questions, concentrating on their implications for US domestic 
politics. 

Our discussion has three parts. In the first, we locate the sources of 
Reaganism in the economic decline and turbulence of the late 1970s. 
Despite the many distinctive qualities of the Reagan administration, its 
main policy agenda, we argue, derived from an ecumenical elite response 
to those difficulties, framed within a highly fragmented political system 
largely devoid of popular organization. In the second, we review the major 
actions of the Reagan administration (again focusing on domestic 
initiatives). We then consider its failure to address the fundamental 
economic problems of the US, and the constraining legacy it will bequeath 
its successor-a weakened economy burdened with a huge amount of 
debt. In the third, we assess the likely near-term future of American 
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politics, focusing on party competition around the 1988 elections, and the 
ways that the Reagan legacy shapes that competition. We argue that the 
conservative policies associated with the present administration will almost 
surely continue after Reagan. 

Before moving to this discussion we should note one prominent 
omission from it; we do not discuss the 'Iranscam' scandal of illicit US 
arms sales to Iran, and the diversion of monies from those sales to fund 
the Contra war on Nicaragua. Apart from the usual limitations of space, 
there are two reasons for this. First, as we write in August 1987, the 
investigation of the scandal is still ongoing. While the Congressional 
hearings have just ended, new revelations will almost surely emerge from 
the -activities of the special prosecutor, especially after criminal charges 
are filed against the principals. Any attempt t o  assess the scandal in other 
than the broadest terms-as more evidence, for example, of confusion 
within the Reagan administration, or the rogue character of the US 
national security apparatus, or the constitutional deformations of the 
'Imperial Presidency'-is therefore premature. Second, at the level of the 
broad policy commitments that are the subject of this essay, it does not 
appear that 'Iranscam', whatever the drama of its revelations, will amount 
to very much. The Congressional investigation was preoccupied with the 
procedural irregularities involved, with key members of the administration 
joining Congress in condemning those irregularities. And there was 
considerable praise for the substantive goals of US policy in Central 
America from both witnesses and Congressional investigators themselves. 
Assuming this sort of response continues, the net effect of 'Iranscam' will 
likely be some fanning of Congressional doubts about the utility of the 
Contras, and some formalization of executive-legislative co-ordination on 
covert operations. The scandal will not provoke a major debate about the 
ends of the US foreign policy, or the early resort t o  force and covert 
operations to achieve those ends; nor, a fortion', is it likely to reverse the 
right turn in US domestic politics that provides our central focus. 

The Collapse o,f the New Deal: Lowest Common Denominator Politics 
Where did Reaganism come from? A familiar answer, part of the folk 
wisdom about the Reagan era, is that it emerged from a conservative 
groundswell of public opinion in the US in the middle and late 1970s. 
Given back-to-back elections of an obviously conservative president, this 
view has a certain initial air of plausibility. But there is virtually no 
evidence for it. As several investigations of survey data have recently made 
clear, the American public, while surely confused and often frightened by 
the events of the 1970s, did not become noticeably more conservative in 
the period leading up to  Reagan's first term.3 

Nor did a conservative tide return Reagan to office in 1984. On 
domestic issues, a CBS NewslNew York Times poll conducted in November 
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1984 found 'no suggestion. . . that the American public has grown more 
conservative during the four years of the Reagan administration'. On the 
contrary, it noted, 'there is more willingness now to spend money on 
domestic programmes and a better assessment of the social programmes 
of the 1960s'.~ And in the area of foreign policy, public opinion has also 
remained at  odds with the administration's major policy initiatives. At the 
very end of Jimmy Carter's term, there was a surge of support for increased 
military spending, but this was short lived; by early 1983, only 14 per cent 
of the public continued to support increases in the military budget.' And 
throughout the Reagan Presidency, significant majorities have opposed US 
policy in Central America, with even stronger majorities favouring a 
relaxation of tensions with the Soviet ~ n i o n . ~  

Both in 1980 and 1984, instead, popular support for Ronald Reagan 
appears to have turned almost entirely on economic issues. In 1980, his 
victory is best explained as a massive vote of no-confidence in the economic 
policies of the Carter administration, which had just plunged the economy 
into a recession. In 1984, Reagan's recovery, led by military spending, 
produced the greatest election year per capita income gain since 1936, 
when Roosevelt was returned triumphantly to office. Given an uninspiring 
Democratic alternative of tax increases and spending restraints, economic 
considerations once again dominated ideological ones.7 

How then can one explain the conservative shift in American public 
policy associated with the Reagan presidency? While many factors no 
doubt contributed to this outcome, the core of the explanation lies in the 
dismal political economy of the late 1970s. US economic performance 
deteriorated sharply during that period, and US integration into the rest 
of the world economy qualitatively increased. In conjunction, these 
economic changes shifted the calculus of American business elites in 
important ways. They made virtually all sectors of American business, 
including those 'liberal', predominantly multinational sectors that had 
provided key support for the New Deal party system, much more sensitive 
to costs (eg, the costs of labour, meliorative social policies, economic 
regulation, and corporate taxes), and intent on using government to relieve 
those costs. They also induced quite general business pressures for increased 
military outlays. Especially under the low-growth conditions of the period, 
this shift in business sentiment finally fractured the New Deal system that 
had long defined American politics. It produced irresistible pressures for a 
major re-ordering of policy priorities, a policy r e a ~ i ~ n m e n t . ~  

At home, the magnitude of the economic deterioration that drove this 
process may be highlighted by focusing on economic performance before 
and after 1973-the last 'good year' of the postwar period. Comparing 
1948-73 with 1973-79, average annual GNP growth slowed by about a 
third, dropping from 3.7 to 2.6 per cent; annual productivity growth 
plummeted, falling from 2.2 to 0.4 per cent; and, reflecting inflationary 
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pressures, the ratio of actual to potential output in the economy fell 
from 99 to  94  per cent.9 The bottom line of both corporations and 
workers sagged badly. The real rate of return on capital for non-financial 
corporations, which had peaked at  more than 8 per cent in 1965, hit a 
low of 2 per cent in 1974, and averaged under 4 per cent over 1973-80.'' 
Real median family income, after having doubled over 1947-73, fell back 
6 per cent by 1980." And average real gross weekly earnings for private 
non-agricultural workers, which had peaked in 1972, fell 13  per cent, 
back to their lowest levels since 1962.12 

On the international scene, the long-term decline in the relative position 
and competitive performance of the US continued in the 1970s. The US 
share of world GNP continued to  fall, and its share of world trade, a rough 
measure of competitive position, continued to  fall faster. Reflecting the 
decline in competitive position, the US trade balance turned negative in 
1971 (for the first time since 1893). With brief exceptions in the mid- 
1970s, it became increasingly so throughout the decade. 

More important to understanding the political changes of the period, 
however, US integration with the rest of the world economy increased 
qualitatively. The share of GNP claimed by imports and exports, which 
had been quite stable for the previous 50 years, suddenly doubled, rising 
from 12.7 to 24.5 per cent over 1970-80.13 While price effects vary across 
product markets, this overnight jump in import penetration and export 
dependence was sufficient to bring international price pressures to bear on 
most, if not all, US firms. Even where they succeeded in maintaining 
market share, they needed to do so in a far more competitive environ- 
ment. Among other things, this meant that their ability to simply pass 
costs along to captive domestic consumers was sharply curtailed.14 

Responding to  the pressures of declining domestic performance and 
increased competition from abroad, the American business community 
mobilized in predictable ways. While US labour costs were already falling 
relative t o  major competitors, business pressed for wage concessions, and 
business organizations devoted themselves with renewed energy to  rolling 
back unionism. Groups like the National Association of Manufacturers 
promoted the virtues of a 'union-free environment', and illegal employer 
attacks on unions skyrocketed at  the National Labour Relations Board. 
While the US was already one of the least heavily regulated advanced 
capitalist economies, a variety of business organizations-including a 
revived Chamber of Commerce, the new Business Roundtable, and a host 
of private foundations-mobilized to  cut back on the 'regulatory burden' 
imposed by government. While the level of welfare spending in the US was 
also low in comparative terms, and the growth of means-tested entitlement 
programmes and individual benefit packages was already flat or negative, 
widespread efforts-concentrated in such business supported think-tanks 
as the Heritage Foundation and the American Enterprise Institute-soon 
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got underway to chop social spending and return to  a 'free' labour market. 
Last but hardly least, while the corporate share of federal revenues was 
already falling dramatically, much of business-gathering in groups like the 
American Council on Capital Formation, or later, in the so-called Carlton 
Group-pressed for  further cuts in business taxes.'' 

Always complicated by other, more explicitly political factors, growing 
internationalization of the economy also served to heighten business 
demands for increased military spending. As a general matter, there was 
growing recognition that military force could usefully compensate for 
declining economic power, especially during a period of mounting rivalry 
among the major capitalist powers. More particularly, however, the specific 
pattern of US internationalization contributed.. to demands for increased 
military spending. Of special importance here was the US drive into the 
Third World. 

The Third World became far more important t o  US business during the 
late 1970s for two basic reasons. The first was that developing countries 
were growing considerably faster than the developed nations of the OECD, 
and particularly so after the 1973-75 recession.16 Responding to these 
differentials in growth, which translated into vastly increased profit 
opportunities, US companies more than doubled their net direct invest- 
ment flows to non-oil LDCs over 1973-80." 

The second reason was OPEC. The enormous rise in oil prices that 
began in 1973 increased the importance of oil-exporting countries as 
markets for a variety of US goods and services. The cash surpluses of these 
countries also instantly qualified them as major depositors in US banks. 
And as the reserves of petrodollars accuniulated in New York and other 
US financial centres, US banks began recycling them back out to other 
parts of the Third World in the form of debt. By 1980, the stake of US 
banks in this market had risen to  $100 billion.18 

Here the political factors come in. Even as US involvement in the Third 
World grew, the region was becoming more dangerous as a haven for 
investors. Expropriations of US firms operating in the region increased 
dramatically in the late 1960s and early 1970s. Averaging less than one 
firm per year over 1941-66, they jumped to 20 firms per year over 1967- 
73.19 This was followed by a wave of successful Third World revolutions. 
Over 1962-74, only one revolution had occurred in the Third World, in 
economically marginal South Yemen. Over 1974-80, fourteen did, in 
widely disparate regions, and their number included such economically 
vital countries as  ran.^' This upheaval underscored the limits of the 
so-called 'Nixon Doctrine' on US intervention, which had sought t o  
protect private American interests in the Third World through the use of 
regional surrogates. It persuaded much of the business community that 
the US needed to enhance its capacity for the direct projection of force 
into developing regions.21 
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Turmoil in the Third World also contributed to the collapse of the 
already fragile dktente between the US and the Soviet Union. An import- 
ant source of elite support for dktente were the economic gains expected 
from more open and stable dealings with the USSR. As the 1970s wore 
on, however, it became clear that these advantages accrued more to US 
competitors in Western Europe than to American business. While exports 
from Western Europe to the Eastern Bloc continued to rise, the flow of 
US goods and capital stagnated. At the same time, however, growing US 
involvement with the Third World, particularly military involvement, 
sharpened conflict with the Soviet Union, which competed with the US 
for dominance there." 

As with the pressures to cut business costs, interests in increasing 
military spending soon achieved organized expression. The lobbying 
resources of long-standing hawkish organizations, such as the National 
Strategy Information Centre, swelled. New hardline groups, including the 
prominent Committee on the Present Danger, were formed with strong 
business support. And even such traditionally 'liberal' elite organizations as 
the Council on Foreign Affairs took on a notably more belligerent tone. 
With the fall of the Pahlevi regime in Iran in 1979, this clamour reached a 
cre~cendo.'~ 

It bears emphasis that this business programme of cutting costs at home 
and increasing military spending for enhanced power abroad, while clearly 
not a constructive response to economic decline and internationalization, 
was also not a concerted one. To signal this in what follows, we will call it 
business' Lowest Common Denominator (LCD) programme. There were 
several reasons for pursuing this sort of response, rather than a more 
co-ordinated restructuring of the US economy. Four of them, bearing on 
the discussion that follows, are particularly important. 

First, and most important, business' own internal divisions tended to 
thwart more concerted action. The American business community is 
notably decentralized and divided, and the pressures of the late 1970s only 
served to intensify historic splits within it. Increased integration with the 
rest of the world economy, for example, served to  intensify splits over the 
question of trade. Declining, predominantly national, industrial sectors 
(and their unions) lobbied hard for further protection from the flow of 
foreign goods; as foreign pressures increased throughout the decade, the 
ranks of US protectionists proportionately increased. But this dynamic 
was by no means one-sided. Multinational firms, whose own share of world 
trade had remained roughly constant as the US share had de~l ined, '~  
lobbied for further integration, not less; increased reliance on imports 
generated stronger free-trade sentiment in certain domestic sectors, such 
as retail goods; and in general, virtually all firms that consumed finished 
goods in their own production processes had some interest in keeping their 
sources of supply unconstrained (if not, of course, their own product 
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market). As the dispute about trade rolled along, related fights broke out 
over the appropriate role of the dollar in the international system, and the 
definition of those regions most vital t o  US 'national' interest. 

Second, the extremely fragmented structure of American public policy- 
making also weighed against more co-ordinated economic strategies. For 
reasons too familiar and various to command sustained attention here- 
ranging from constitutional strictures on federalism and the separation of 
powers, to the extreme unevenness of economic development across 
different regions, to the 'splendid isolation' from external threats that 
the US long enjoyed-American politics is notably heterogeneous, de- 
centralized, and uncoordinated. Put otherwise, the costs of collective 
political action in the US are relatively high. As a result, and to a degree 
even more pronounced than elsewhere, the design and implementation of 
ambitious, system-wide political programmes, requiring the co-ordination 
of state and private interests in a variety of arenas, occurs very rarely, 
and then usually only in moments of severe political crisis. The late 1970s 
were not such a moment. 

Third, and relatedly, non-business interests in the US are notoriously 
disorganized, and were especially so in the 1970s. With trade unions 
continuing their generation-long decline, the protest movements of the 
1960s a fading memory, and the most vulnerable members of American 
society not even significantly present as an electoral force, there was very 
little popular pressure on business to overcome its own divisions. Put 
otherwise, business had little inducement to resist its natural inclination to 
impose the costs of its own failures on the rest of the population. 

Fourth and finally, the international environment for US policy-making, 
including the mounting tensions with such major allies as Japan and West 
Germany, figured in crucial ways. The economic problems of the late 
1970s were global, and as such their solution required a significant increase 
in co-ordination among the major capitalist powers. But such co-ordination 
was repeatedly baffled by the sauve quipeut  policies of the major capitalist 
states. Most importantly, the difficulties of sustaining growth in the high 
wage countries of the industrial core (and thus the rest of the world) were 
to a large extent a function of the mismatch between the special role 
accorded to the US within the international system-in particular, the role 
accorded to the dollar as the world's reserve currency for trade-and the 
diminished position of the American economy. The collapse of the Bretton 
Woods monetary system in the early 1970s was one symptom of this mis- 
match. Within the floating exchange rate system that ensued, always 
exacerbated by the currency speculations of an increasingly mobile capital, 
it exerted a profoundly deflationary pressure on the world economy. But 
US business resisted any proposal for a virtuous re-ordering of monetary 
relations-by, for example, shifting away from a dollar denominatedsystem 
to one based on Special Drawing Rights. And its commercial rivals, 
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particularly in Japan and West Germany, resisted efforts at  the co-ordinated 
reflation that could repel speculative attacks. 

Given these various constraints, the LCD programme, while certainly 
not the only possible response to economic pressures, had a certain deep- 
seated political logic. 

How that logic affected US party politics in the short run was also 
predictable. For the Democratic Party, the new political economy of the 
late 1970s opened up a widening fissure between the needs of its traditional 
electoral base and the demands of its eIite (again, predominantly multi- 
national) business constituency. These tensions rendered the party a 
notably inefficient vehicle-for the LCD programme, and they presented 
party leaders with the impossible task of reconciling what were, within 
straitened economic circumstances, irreconcilable demands. 

As exemplified in the administration of Jimmy Carter, the characteristic 
response of Democratic leaders was to temporize, scaling back traditional 
New Deal commitments while making at least some concessions to the 
Democrats' mass base. But the partial character of both moves satisfied 
almost no one. Carter made significant initiatives in deregulation (in 
particular, trucking and airline deregulation), capped many areas of social 
spending (and announced significant spending cuts in his re-election year), 
and sponsored a major boost in military spending. But he never moved fast 
or far enough to satisfy the business community, and traditional 
Democratic business elites commenced a mass exodus from the party. 
And while he moderated demands for even more regressive changes, this 
provided little solace to the shrinking Democratic electorate, whose 
income was dropping sharply by the end of his term. 

Carter, like the New Deal coalition he imperfectly personified, suffered 
from increasing international pressures on a weakened US economy. Upon 
first taking office, he had sought to reflate the American economy through 
a relatively loose monetary policy. But this soon produced an inflation 
rate in excess of other countries, and with it-given slackening world 
demand for the currency of a weakening economy-sharp downward 
pressures on the dollar. Good Trilateralist that he  was, Carter repeatedly 
urged the virtues of co-ordinated reflation on the West Europeans and 
Japanese. But, most evidently at  the Bonn Summit of 1978, these 
entreaties were just as commonly rebuffed. In 1979, bouts of speculation 
broke out  against the dollar, driving the big banks, the chief holders of 
dollars, into a frenzy. To satisfy them, Carter appointed Paul Volcker to 
head the Federal Reserve Board, with a charge to halt the dollar's fall. 
Volcker did so in classic fashion. He slammed the brakes on the money 
supply, drove interest rates up to historic levels, and induced a recession, 
all but guaranteeing Carter's electoral demise.25 

But while Democrats wrestled unsuccessfully with the conundrums of 
providing growth in an era of stagflation, and at  least some measure of 
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equity in a time of severe supply side pressures, Republicans were clearly 
advantaged-at least, again, in the short run-by the harsher political 
climate signalled by the LCD programme. Unencumbered by a mass base, 
the Republican Party was quite prepared to  serve as a vehicle for business 
aspirations, and especially happy to welcome the scores of competing 
business interests defecting from the ~ e m o c r a t s . ~ ~  

Thus in 1980, with an exceptionally wide array of business supporters 
crowded onto their bandwagon, and a major push provided by the awful 
election year economy Volcker's monetary interventions had produced, 
the Republicans rolled to an easy victory. Ronald Reagan became 
President. His victory, again, was not the product of a massive ideological 
conversion of the electorate. Nor, again, did i t  herald the emergence of a 
concerted programme for national reconstruction, or, as some thought a t  
the time, a systematic revival of laissez-faire. It did, however, provide the 
opportunity for some serious LCD politics. This was an opportunity that 
both parties, in the name of 'Reaganism', quickly seized. 

'Reaganism ' 
What did Reaganism do, and what has it accomplished? 

The answer t o  the first part of this question is simple. Swept t o  power 
with an elite mandate to cut business costs and boost the military budget, 
the administration did just that. It institutionalized the LCD programme 
in the substance of American public policy. 

We should emphasize at  the outset that in pursuing this project the 
administration benefited from the acquiescence and support of the leader- 
ship of the Democratic Party, which moved distinctly t o  the right after 
the 1980 disaster. Party differences, of course, did not vanish during the 
Reagan years; nor did all Democrats become more conservative. But the 
most significant achievements of the administration-cutting taxes and 
social spending, relieving the 'regulatory burden' on business, enriching 
the military-were to an important degree bipartisan. On these basic 
initiatives the Democrats, who controlled at least one chamber of the 
Congress throughout the Reagan presidency, joined the President in 
institutionalizing the LCD. 

The movement on taxes was straightforward. For corporations, the 
1981 Economic Recovery Tax Act (ERTA)-and the 1982 Tax Equity 
and Fiscal Responsibility Tax Act (TEFRA) correction to  it-cut effective 
tax rates for business in half (from 33 t o  16 per cent).27 For individuals, 
taxes were cut for the top quintile of the population (in 1985 dollars, 
those making more than $45,000 a year), and increased or left unaffected 
for everyone else.28 Across income groups, the results were consistently 
regressive. Including inflation effects and Social Security taxes, the tax 
burden for those making under $10,000 a year increased 22 per cent; for 
those making $200,000 a year it decreased 15 per cent." Where were the 
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Democrats in all this? After losing a bidding war to  line u p  business 
support for their own LCD-style tax bill, more than half of the House 
Democrats and more than 80 per cent of Senate Democrats voted in 
favour of this attack on the  party's base. 

The administration also moved aggressively on social spending. Over 
1981-86, with most of the action occurring early in Reagan's first term, 
social spending was cut 10 per cent below the levels projected under prior 
policy, or roughly $50 billion a year. Predictably enough, those pro- 
grammes serving organized, and in particular non-poor constituencies, 
fared better than those serving the unemployed or poor. Social Security, 
for example, was cut only 5 per cent. By contrast, low income pro- 
grammes, which comprised only 10 per cent of the budget, absorbed one 
third of all spending cuts made during the administration's first term-with 
predictable welfare consequences. 

Although their response was more complicated and qualified than on  
taxes, here too the Democrats helped out.  While they resisted some of the 
more extreme administration proposals, their endorsement of the 
administration's tax legislation laid the basis for the shrinkage of social 
spending, and on the major social spending initiatives themselves they 
provided key support. The first votes, in effect setting new baselines for 
social programmes, were the most important, and on  these the Democrats 
were clearly willing to  support the President. 'I can read Congress,' Demo- 
cratic House Speaker Thomas P. ('Tip') O'Neill told the press in early 
1981, on the eve of a major vote on  the first spending reductions. 'They go 
along with the will of the people, and the  will of the people is t o  go along 
with the   resident.'^' When the costs to  their reputation among their 
traditional electoral constituencies were judged too high, of course, 
Democratic support for the President sometimes took subtle forms. 
Besieged by requests t o  save particular programmes, for example, the 
House Democratic leadership engineered a rule requiring an 'up or down' 
vote on the first Reagan budget. As Reagan Office of Management and 
Budget director David Stockman later explained, by precluding debate on  
specific provisions of that  budget the rule 'virtually ensured easy passage' 
of it.31 It  also provided individual House members with the much sought 
asset of 'deniability', permitting them t o  argue that their hands were tied 
on any particular effort a t  relief. 

In the area of regulation, in part reflecting the essentially unconstructive 
character of its elite mandate, and in part reflecting the  peculiarities of 
politics within the American administrative state, the  administration did 
not propose major new legislative initiatives. It  did, however, achieve 
much of what was desired by business by carrying through and in some 
measure accelerating Carter-led programmes of deregulation, and more 
generally by  cutting back on  staff and enforcement levels, appointing 
strongly pro-business figures t o  top  executive positions, requiring more 
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extensive review of the economic effects of new regulatory initiatives, 
and offering business a welter of exemptions from existing rules. 

These initiatives relieved business costs in three obvious ways. First, 
they reduced some of the direct costs of regulatory compliance. The 
general cost savings (accruing to both business and non-business consumers) 
from the deregulation of trucking, railroads, and airlines, for example- 
most of which should really be credited to the Carter administration, but 
the full dimensions of which only became visible under Reagan-are 
widely estimated at about $50 billion annually. Trucking deregulation 
alone is estimated to save business an additional $30 billion annually, as a 
result of the reduction in inventories it has permitted.32 And the 
administration's estimate of 'savings' from its own deregulatory initiatives 
is about $15 billion annually; to the extent this figure is credited at all, it  
should be credited almost entirely to business.33 Second, they relaxed 
constraints on business in restructuring operations. In making decisions 
about plant relocations and shutdowns, for example, the fact that corpora- 
tions needed to worry less about environmental concerns, and even less 
about the welfare of their existing workforces, gave them more room for 
manoeuvre, which may also be credited as (a largely incalculable) cost 
saving. Third, and most generally, the pace of new regulatory rulings 
slowed dramatically, dropping to about a fifth of the level during the 
Carter In addition to reducing the instability of business' political 
environment, this saved firms the costs of fighting new 'intrusions' by 
the state. 

Once again, Democrats acquiesced in this process. While they eventually 
challenged some of the more extreme instances of deregulation (almost 
always, it should be noted, because that deregulation shifted costs onto 
some other potential business sponsor35), they approved the dramatically 
scaled back budgets at controversial agencies, and rubber stamped an 
endless succession of extremely conservative administration appointments 
to regulatory agencies (as well as to  the federal judiciary that superintends 
agency action36). 

And then there was the military budget. Again with considerable 
support from the Democratic House, which approved 94 per cent of the 
President's first term requests for new arms,37 the administration sponsored 
the largest peacetime build-up in US history, and the longest build-up in 
wartime or peacetime since World War 11. This build-up boosted real 
military spending nearly 40 per cent between 1981 and 1986, and marked 
a qualitative departure from the relatively stable peacetime spending levels 
of 1955-1980. By 1986, real spending was nearly 35 per cent higher than 
the post-Korean War peacetime average, and almost 20 per cent above the 
pre-Reagan peace-time high.38 

Apart from its sheer magnitude, three aspects of the composition of the 
military build-up are worth noting. First, it was 'weapons driven'. In 
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another major departure from past practice, investment in new weapons 
accounted for nearly 6 0  per cent of the growth in the military budget 
during Reagan's first term, while expenditures t o  ensure the 'readiness' of 
existing forces accounted for  less than one third of the This 
investment focus tended t o  lock military spending in at  high levels, since 
for reasons of both law and politics weapons contracts are harder t o  break 
than other military spending commitments. In combination with the 
magnitude of the build-up, it  also underscored the administration's use of 
military spending as a political slushfund, t o  acquire and maintain business 
support. And, looking t o  the  future, the high share of the military budget 
going t o  investment will also almost surely shortly produce a 'readiness 
crisis', as the  buying spree outpaces the military's capacity t o  service and 
deploy what has been bought. 

Second, the bulk of the investment was devoted t o  extremely costly 
force modernization of questionable military value, and not ,  with the 
important exception of the Navy, to  expanding the structure of US 
forces.40 Over 1982-85, for example, the administration spent 75 per cent 
more on aircraft than Carter had over 1977-80, but  bought only 9 per 
cent more planes.41 In addition t o  animating the legion of military 
'reformers' who wish to  get 'more bang for the buck', this emphasis on  
modernization-which has typically taken the form of adding to the 
technological complexity of weapons a t  the expense of their reliability- 
has become a more general issue of debate among military-minded elites. 

Third, investment spending was focused on strategic and interventionist 
forces, rather than on conventional forces and Central Europe. The share 
of investment spending going t o  nuclear forces increased sharply from 
historic levels, rising t o  claim roughly one quarter of total investment 
funds4' The balance of investment, going t o  general purpose forces, 
enhanced interventionist capabilities through an expansion of the Army's 
'light' infantry divisions, and the development of a 600 ship Navy, 
including an increase from 12 t o  15 aircraft carriers. Relatively small, 
lightly armed, and rapidly deployable, the new Army divisions are 
optimally suited for Third World c ~ n t i n g e n c i e s . ~ ~  And while considerable 
doubt  has been expressed about the usefulness of costly aircraft carriers 
in supporting an amphibious assault against the Soviet mainland (one of 
their announced purposes), they too, in words of former Carter Under- 
secretary of Defence Robert Komer, are 'splendid for Third World 
conflict'."" 

With its pronounced combination of commitments t o  nuclear and 
interventionist forces, the Reagan build-up thus tightened the deadly 
connection between Third World conflict and nuclear war. On the one 
hand, it  sought t o  increase US capability t o  engage in nuclear blackmail 
against the Soviets. On the  other, i t  developed greater capacities t o  inver- 
vene in the Third World, under the shadow of nuclear force.45 In this too,  
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despite much quarreling over the appropriateness of certain aspects of the 
build-up, the administration's actions followed broadly from the elite 
concerns expressed in the LCD. 

As this chronology of initiatives may suggest, the most important 
advances of the Reagan years came early in Reagan's first term. There- 
after, the administration's momentum slowed markedly. In 1981, for 
example, the administration's success rate in Congressional roll-call votes 
on issues on which it stated a position was a stunning 82.4 per cent, the 
highest level since 1965. It fell each year thereafter, however, dropping 
to 72.4 per cent by 1982, and 56.5 per cent by 1986, the lowest level 
in ten years.46 

What drove this process was not a decline in the President's much 
attended popularity. That was considerably lower during 1981-82- 
lower, in fact, than the first two years of any other postwar president- 
than later in his term. Nor obviously, was it the result of 'Iranscam', 
since the decline set in well before that scandal broke. Rather, it reflected 
the progressive exhaustion of LCD politics as a source of mobilization. 
Having implemented a version of the LCD programme, the administration 
soon found that there was little agreement on anything else. Politics did 
not cease, but the large institutional changes of Reagan's first two 
years did. 

The initiatives of the last five years have been largely directed to 
solidifying the earlier changes, or mopping up at their margins. The 1986 
Tax Reform Act belongs in the former category. While providing some tax 
relief for the very poor, it consolidated further rate cuts for the rich, and 
finally jettisoned progressivity as even a principle of taxation, without 
adding to government revenues. The Gramm-Rudman-Hollings Act of 
1985 belongs in both. Now mandating a balanced budget by 1993, and 
specifying an interim series of declining deficit targets, its effect has been to  
consolidate long-term pressures on social programmes, while providing 
some relief to business concerns about chronic budget deficits. Character- 
istic of the 'late' Reagan period (from roughly 1983 onward), both of 
these initiatives came chiefly from Congress, not the administration. The 
progressive normalization of LCD politics has been associated with a 
reassertion of the normal Congressional politics of angling and manoeuvre, 
occasionally interrupted, as with the tax and budget balancing acts, by 
expressions of bipartisan commitment to the framework of discussion. 

The limits of that framework, however, bring us to the second part of 
our question. Just what has the Reagan programme accomplished? 

This question, of course, can be answered in different ways, and no 
answer offered now can hope to be complete, or fully convincing. As 
with the origin of Reaganism, however, so with its likely legacy-the 
core of the matter can be glimpsed by focusing on economic performance. 
The LCD arose as an elite response to  domestic economic difficulties and 
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the relative decline of the US as a world economic power. It was not a 
programme of concerted economic restructuring, and it has not addressed 
the fundamental economic problems that first occasioned its appearance. 

Consider domestic economic performance. On most important dimen- 
sions, there has been no improvement over the Carter years. Average GNP 
growth has slowed, dropping from 3.1 per cent over 1977-80 to 2.4 per 
cent over 1981-86. The latter figure, of course, reflects the huge recession 
early in Reagan's first term (just as it reflects the recession at  the end of 
Carter's), and the expansion since that recession has been long-lasting. But 
it has long since slowed. Growth over 1985-86 averaged only 2.6 per cent, 
and is expected to be no greater in 1987. Employment performance shows 
a similar decline, while the civilian unemployment rate recently dropped 
to 5.8 per cent; over 1981-86 it averaged 8.1 per cent, more than a quarter 
above its 1977-80 average. Productivity growth remains flat, at barely 
1 per cent annually. Rates of savings and investment are down, not up. 
Over 1981-85, the savings rate averaged 6.2 per cent, down from 6.9 per 
cent rate during the Carter administration (in 1985, the personal savings 
rate fell its lowest level in 36.years). And net business fixed investment, 
which averaged 3.9 per cent of net national product over 1977-80, 
dropped to 2.8 per cent over 1 9 8 1 - 8 ~ . ~ '  

The administration has been successful in curbing inflation, something 
of great importance to the holders of wealth. After running at 9.8 per 
cent during Carter's term, inflation has averaged 4.9 per cent during 
1981-86.48 A substantial decline in nominal interest rates is one reflection 
of this shift. But the drop in rates has been costly, purchased, in classic 
fashion, by high real interest rates and low utilization of capacity. After 
averaging 1.2 per cent over 1961-70, and -0.6 per cent over 1971-80 (a 
chief reason, obviously, why the banks were distressed under Carter), real 
interest rates averaged 4.7 per cent over 1981-85. And as a percentage of 
realized output, the gap between real and potential output in the economy 
is now roughly 9 per cent-a loss in GNP of roughly $360 billion a year.49 

In fact, the only unambiguous achievement of the LCD programme 
has been rewarding the better off, within a context of generally stagnant 
living standards and a worsening distribution of income. Per unit of out- 
put, the after-tax profit rate for the non-financial corporate business sector 
has almost doubled over 1980-86, rising from 3 .5  to 6.5 per cent." Over 
the same period, profits from current production increased from $177 
billion to  $309 bi~lion.~'  And over 1980-85, the proportion of the families 
making more than $50,000 a year (in 1985 dollars) increased by 20 per 
cent. In obvious ways, this underscores the continued attractiveness of this 
programme to business and the most prosperous Americans. But no one 
else has much reason to cheer. Median family income increased just one 
per cent over 1980-85, and the proportion of families earning less than 
$5,000 a year increased by 25 per cent. Inequality increased. By 1985, the 



top 20 per cent of American families were receiving 43.5 per cent of total 
income-the highest level on records that go back to  1947-while the 
bottom 60 per cent were receiving only 32.4 per cent, the lowest share 
on record.52 

Nor has there been an improvement in the international performance 
of the US economy over the past several years. Unable to reach an agree- 
ment on what to do about trade, and uninterested in pursuing co-operative 
strategies with other countries, the Reagan administration apparently 
resolved early on to deflate the rest of the world economy, and then deal 
with it again in a few years time from a position of renewed comparative 
strength.53 But no such strengthening occurred. On virtually all the major 
dimensions of economic performance just noted, the US had been well 
exceeded by its major rivals. And the US trade deficit has quadrupled. 
Spurred on by the high dollar, and a huge drop-off in world demand, it 
rose from $36 to $166 billion over 1981-86. 

Over the past two years, of course, the dollar has been falling, declining 
some 40 per cent against other currencies; the trade deficit, finally, is 
beginning to drop as well (but with some hesitation, as the record $15.7 
billion deficit in June 1987 attestss4). But the US tradeable goods sector 
is significantly weaker now than it was when Reagan took office, and to  
regain competitive position in the markets US producers have lost, the 
dollar will have to keep falling-below the level at which it began its recent 
rise, and then some more." Absent compensating gains in employment, 
this means a further lowering of US living standards. And at some point, 
it may trigger speculative attacks of the sort that plagued Carter, leading 
the principal holders of dollars and their representatives at the Fed to 
induce another recession. 

In fact, however, matters are worse than this bare inventory of 
'accomplishments' suggests. For in addition to failing to improve US ' 

economic performance, the policies pursued during the past several years 
have worked to make future improvement, especially of democratic sort, 
more difficult. They have done so by locking in a set of fiscal constraints 
on government activities at home, and by piling up an enormous foreign 
debt. 

At home, fiscal constraints revolve around the federal budget deficit.56 
On the revenue side, ERTA and TEFRA together codified a revenue loss 
of about $600-650 billion over five years. At the same time, the 
administration proceeded with its enormous military build-up. Despite the 
trimming of social programmes, this meant that government spending far 
outpaced receipts; the former increased 46 per cent over 1981-86, the 
latter only 28 per cent. Accordingly, the federal deficit exploded. Beginning 
from a FY 1981 base of $78 billion, or 2.6 per cent of GNP, it grew to  
$208 billion in 1983 (6.3 per cent of GNP), and in 1986 peaked at $220 
billion (5.3 per cent of GNP)." In the aggregate, over FY 1981-86 the 
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Reagan administration incurred over $1 trillion in debt, more than doubling 
the gross debt of the federal government. Interest on that debt alone is 
now running at $130-$140 billion each year, roughly 13 per cent of the 
federal budget. 

This enormous growth in structural deficits has framed Congressional 
politics in recent years, exerting a profoundly conservative effect on the 
discussion of public policy. Given a continued commitment to keeping 
business taxes low, and sustaining high levels of military spending (as 
evidenced by the fact that only marginal cuts in the military budget have 
been implemented thus far), the deficits have had the effect of sharply 
constraining discussion about new domestic programmes-even amid 
growing recognition that such programmes are needed to reverse economic 
decline. This, indeed, seems to have been the intent of the administration 
in creating the deficits in the first place. As former Reagan Assistant 
Treasury Secretary Paul Craig Roberts has explained, from early in its 
term the administration was 'determined to  use the deficit t o  focus 
Congressional attention on the budget'.s8 

And the federal deficit, of course, destructively interacts with the 
economic damage done by massive trade deficits. Owing to them, over the 
course of just a few years the US has managed to eliminate the entire net 
investment position it had built up internationally since World War I. The 
world's largest creditor in 1981, with net international assets of $141 
billion, it became the world's largest debtor in 1985. External debt now 
stands at about $300 billion, and is increasing at a rate of about $100 
billion a year. The rate at which this external indebtedness grows in the 
future, of course, will largely be a function of movements in the current 
account, which in turn will be closely tied to movements in the trade 
ba lan~e . '~  And the trade deficit, as noted, is finally beginning to shrink- 
albeit, again, erratically, and at  a much slower pace than what was predicted 
would follow from the fall of the dollar. But even on the assumption that 
the trade deficit drops to $100 billion annually by 1988 (exceeding 
current projections60), by the end of the decade US foreign indebtedness 
will amount to at least $650 billion. More probably, it will be closer to a 
cool $1 trillion, or about a quarter of present GNP, and rising. Interest 
alone on such a sum-that is, the amount that would need to be paid 
simply to avoid falling deeper in debt-would be about 2 per cent of 
GNP, an enormous drain on an economy that has barely exceeded 2 per 
cent average growth over the past seven years. If, moreover, the pace of 
foreign lending slows, the damage will be much greater. In 1986, foreign 
lending permitted the US to consume about 4 per cent more than it 
produced. If lending stopped completely, therefore, domestic consumption 
would need to fall by an additional 4 per cent. The implications for US 
living standards are just short of staggering. To put them in perspective, 
consider that a 2 per cent reduction in consumption (to service interest 
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alone) will be roughly equivalent to the impact of the 1981-82 recession, 
the deepest postwar recession in the US; a reduction of 6 per cent (interest 
payments, plus a halt to further lending), obviously, would be roughly 
three times as bad.61 Wherever the real figure lies, the trade deficit/external 
indebtedness problem will-like the domestic budget deficits, but with a 
less forgiving and more straightforwardly economic logic-exert a power- 
fully conservative pressure on political debate in the 

The Politics of  Dealignment 
Finally, given the achievements of Reaganism, what is the likely course of 
American politics in the near term? 

Largely, we think, a course quite similar t o  that pursued for the past 
several years. As just emphasized, LCD policies have done little t o  address 
fundamental economic problems in the US, and indeed have made most 
problems worse. But this broad economic failure hardly implies a rejection 
of LCD politics in the future. On the contrary, the economic failure of the 
LCD programme means that the pressures that first occasioned its 
emergence remain, and that the scope of a positive response to  those 
pressures is even more constrained than it was in the late 1970s. More- 
over, the most powerful actors in American society have little incentive to 
change their present course. At least in the short run, much of American 
business has clearly benefited from LCD policies. So too have the wealthier 
parts of the general population, who-within the generally depressed and 
class-skewed US system of electoral participation-are vastly over- 
represented within the active e l e ~ t o r a t e . ~ ~  Absent an economic catastrophe 
(ce;tainly not to be ruled out), or  a sudden upsurge from below, it thus 
seems very likely that the destructive muddling of the Reagan years will 
continue after Reagan. 

Consider popular politics. One might think that the conditions in which 
much of the US population finds itself-stagnating living standards and 
rising inequality-would provide support for opposition to  current policies, 
and a natural basis for a more constructive alternative to them. And in a 
way they do. We noted earlier that polls from the late 1970s and early 
1980s show no conservative shift in policy views. Present polling data 
show, broadly, more of the same, but with a more pronounced l i b e r a l i ~ m , ~ ~  
and growing support for a more affirmative role for government in address- 
ing policy issues.65 But without the pooling of individual resources through 
popular organization, such opinions are politically powerless. And the 
disorganization of the American public has been increasing in recent years. 

In electoral politics, despite much speculation by pundits, there has 
been no Republican realignment. The GOP has had almost no success in 
stabilizing, let alone enlarging, the electoral gains it made in 1 9 8 0 . ~ ~  But 
neither has there been an upsurge in political participation and electoral 
protest. Instead, American electoral politics have continued to  'dealign', 
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with voting participation continuing to fall, and parties ever less capable 
of (or interested in) organizing political demand. Evidence of this de- 
alignment is not hard to  find. During the 1986 Congressional elections, 
turnout was just 38 per cent of the potential electorate; excluding the 
southern states-long an anomaly within American politics because of 
their history of ~ac ia l  exclusion-this is the lowest midterm participation 
rate in 188 years. Split ticket voting reached record levels, and (reflecting 
both the declining significance of party labels, and the associated atrophy 
of electoral competition) a staggering 98 per cent of House incumbents, 
another record, were returned to office.67 

Outside the electoral arena, the picture is even bleaker. The most 
obvious sources of democratic pressure on business elites-labour unions- 
have been devastated in recent years. Union membership declined 16  per 
cent over 1980-86. Unions lost more than 3 million members, and union 
density among private non-agricultural workers dropped to 1 4  per cent, 
its lowest level in 50 years.68 Community organizations of all sorts have 
also fallen on hard times, especially as social service cut-backs dug into 
their own budgets. Nor is there much marching in the streets, or other 
organized protest. The anti-nuclear opposition has waned with the same 
spectacular speed with which it waxed. And the strength of organized 
opposition to US policies in Central America has never approached the 
level that might be expected from the general opposition reflected in 
public opinion polls. 

This is not to say that there are no signs of organizational life to the 
left of the LCD. The Reverend Jesse Jackson's candidacy has provided 
some focus for concerns about both domestic inequity and foreign inter- 
vention. There has been strong opposition to US policy in South Africa. 
And the Central America movement, whatever its obvious limits, has 
served as an important obstacle to the escalation of US intervention in 
El Salvador and Nicaragua. In what could be a very important develop- 
ment, there is also growing opposition within the labour movement t o  
the Cold War policies of AFL-CIO's Washington leadership.69 All this 
acknowledged, it is an understatement to say that there continues to be 
very little sustained popular pressure on business and party elites for a 
democratic departure in public policy. 

Within the business community itself, all the internal divisions noted 
earlier continue, and there is little suggestion of interest in moving beyond 
the broad LCD framework enunciated a decade ago. To be sure, there has 
been some advance in debate since the late 1970s. As the range of industries 
devastated by imports has grown, so too have business demands for more 
hands-on intervention by government in the affairs of international com- 
merce. There is, accordingly, less talk of 'getting the Zovernment off the 
backs of the people', and more of 'managed trade'. Reflecting such 
protectionist pressures, since taking office the administration (whatever its 
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rhetoric about free trade) has imposed major new quantitative restraints 
on more than a quarter of total US manufactured imports, roughly 
doubling overall import  restriction^.^' In 1987 Congress has also moved, 
in bipartisan concert, to provide added protection for a myriad of 
particular industries, and develop new machinery for reprisals against 
countries running surpluses with the US." AS the international position 
of the US has continued to sink, there is as well a huge amount of talk 
about restoring US 'competitiveness' (the dominant Washington buzz- 
word of the moment), and a general recognition of the need for some 
affirmative measures in such areas as education and research and develop- 
ment to begin that restoration. 

But what is striking here is less the advance in the state of debate than 
the gap between that debate and the problems it purports to address. 
Faced with an enormous task of collective action, requiring the re- 
structuring not only of domestic institutions but the system of manage- 
ment of the world economy, there is still little sign of a concerted, let 
alone constructive, response from the American business community, and 
again little pressure on it to attempt one. Accordingly, America's right 
turn continues, albeit under a shifting guise. 

All this will be reflected in the 1988 presidential campaign. As we 
write, the precise details of that campaign are far from clear, including 
such important 'details' as who the candidates for the nominations will be. 
An unusually large number of candidates have already entered the field, 
and more entries are possible.72 Moreover, most of the campaigns 
that do exist are still in a preliminary stage of formation. It is there- 
fore impossible to assess the specific interests involved in particular 
efforts, or even to learn what the official (let alone the actual) positions 
of the candidates will be. Despite these many uncertainties, how- 
ever, it already seems virtually guaranteed that the main proposals of 
the major candidates will be framed within the assumptions of 
the LCD. 

That this will be the case with the Republicans we take to be self- 
evident, or nearly so. Despite their many disagreements over trade and 
monetary policy, the precise level to which business taxes should sink, 
and the degree to which civil liberties should be invaded in the pursuit of 
'family values' and a drug-free environment, Republicans remain solidly 
committed to a continuation of the Reagan arms build-up, more cuts in 
social programmes, further wage reductions for workers, the continued 
elimination of unions, and, globally, the pursuit of an aggressively inter- 
ventionist foreign policy. 

But it is very likely true of the Democrats as well. As emphasized in our 
discussion of Reaganism, the Democratic Party leadership provided key 
support for the major initiatives of the administration, embracing the 
policy realignment those initiatives described. More 'positively', within 
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the LCD framework the Democrats sought to position themselves as a 
business oriented alternative to Reagan's particular policies. 

Reeling from their defeat in 1980, the leadership of the Democratic 
National Committee (DNC), then headed up by California banker and 
lawyer, Charles Manatt, spearheaded a series of reforms to bring business 
back into the party. Through the new Democratic Business Council and 
the Democratic Congressional Campaign Committee, party leaders offered 
business figures more 'access' to and say in party affairs-in exchange, of 
course, for more financial support. Individual candidates were strongly 
urged (they hardly needed the instruction) to tone down their 'anti- 
business' rhetoric, wealthy business executives were encouraged to run for 
office, and Democratic fundraisers were encouraged to participate directly 
in candidate selection. (This last now occurs with a stunning degree of 
openness. The current presidential bid of Tennessee Senator Albert Gore, 
Jr, for example, is acknowledged by the Gore campaign to follow from 
his 'selection' as presidential material by IMPAC '88, a loose coalition of 
prominent party donors, formed in the wake of the 1984 disaster, that is 
dedicated to promoting 'a more moderate, centrist position by the 
[Democratic]  candidate^'^^). Finally, in the area of internal governance, 
the DNC rolled back the nominating reforms of the early 1970s, aiming 
with considerable success to limit the influence of 'special interests'-a 
term of art that is understood to apply to blacks, women, and, in an 
only slightly more complicated way, organized labour, but to exclude 
business-and gain more control over the nomination process.74 

With the party's inner circles considerably wealthier (and quieter) 
than during the late Carter years, the Democrats also experimented with 
different messages to send to business and the shrinking electorate. In 
1984, Walter Mondale ran on a platform of deficit reduction through social 
spending cutbacks and tax increases without tax reform. This did very 
poorly. In 1986, Democratic candidates for House and Senate had more 
success by running on the theme being 'cheap', pro-family, and anti-drugs. 
Now, as current DNC chair Paul Kirk tirelessly observes, 'the ~ e m o c r a t s  
are back!' with a passel of proposals for the 1988 campaign. 

Putting Jackson and Illinois Senator Paul Simon to the side for the 
moment (we return to them briefly below), and abstracting from the 
differences among the remaining mainstream  candidate^,^' what the 
Democrats are back with can be gleaned from recent reports by two 
important party organizations. The first is the Democratic Leadership 
Council (DLC), an association of 150 Democratic office-holders, pre- 
dominantly from the South and West, chaired by former Virginia governor 
Charles Robb. Established in the wake of the 1984 defeat to promote the 
'centrist' views urged by major backers, it now constitutes &mething of 
a party within the party, and has advanced its own distinctive vision of 
Democratic politics. Of the present mainstream candidates-former Arizona 
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Governor Bruce Babbitt, Delaware Senator Joseph Biden, Missouri 
Congressman Richard Gephardt, Massachusetts Governor Michael Dukakis, 
and Gore-all but Dukakis are formally affiliated with the group, either as 
directors or members. The Democratic Policy Commission (DPC), on the 
other hand, was formed by  Kirk in response t o  the formation of the DLC. 
It too represents an effort t o  promote centrist views, or, as one DPC 
official commented at the time its report on New Choices in a Changing 
America was published, ' to get out from under the false image that Demo- 
crats are weak on defence, have weird life styles and are big taxers and 
spenders'.76 All of the mainstream candidates, including Dultakis, are 
members of it. 

For anyone concerned about the prospects for democratic change in 
America, the public statements of these groups make for depressing 
reading. Both groups see foreign policy largely in East-West terms, as a 
battle between the US and the USSR. The latter is denounced as 'an 
empire in the classical sense' and 'the greatest threat t o  world peace and 
freedom',77 whose 'aggression, real and potential, remains the most 
pressing danger t o  America and her allies and, indeed, to world peace'.78 
Both, as might be expected from such language, are also aggressively 
'strong' on questions of militaryforce. While critical of Reagan's opposition 
to arms control, both affirm Democratic commitments to the further 
modernization of strategic forces, and assail the administration for its 
failure ' to sufficiently restore America's conventional  force^'.'^ (Neither 
group, it might be noted, indicates the magnitude of the costs t o  the US 
of new conventional programmes-beyond the bare acknowledgement that 
'nuclear weapons are far less expensive than conventional  force^"^). The 
DLC criticizes the administration as well as for an insufficient dedication 
to  developing special operations forces 'trained to operate in the twilight 
of irregular and political ~ a r f a r e ' ~ '  in the Third World. And while both 
groups criticize the inefficiency with which the administration has spent 
more than $1.5 trillion on the military, both emphasize as well their 
essential agreement with the present administration on the ends of foreign 
policy-which from the past several years can only be taken to be the re- 
establishment of US hegemony over the rest of the world. Underscoring 
this 'unanimity on ends', the DPC approvingly quotes long-standing Cold 
Warrior Henry Jackson's maxim that 'in matters of national security, the 
best politics is n o  

Beyond such military concerns, both groups are preoccupied with the 
restoration of American competitiveness. To  achieve this goal, they urge, 
the US should pursue several initiatives. 

First, it should use its economic power to bully other countries into 
accepting its exports. Recognizing the 'leverage' provided by the 'powerful 
allure' of the US market, the DLC argues that 'sparing but strategic use 
of our market power can help the US act as a regulator of the international 
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free trade system'.83 Second, it should reduce the federal budget deficit. 
Unfortunately (perhaps because the news would be so unwelcome) the 
Democratic proposals are nearly silent on how this should be done. Third, 
it should convert itself into a supply-side 'opportunity' society (the word 
'opportunity' is used extensively in both groups' reports, while 're- 
distribution' is strenuously avoided), with the opportunities provided by 
business, and government's role defined largely in terms of facilitating 
business enterprise and restructuring. Apart from new programmes in 
research and development and infrastructural renewal, for the DPC and 
DLC this amounts to re-conceptualizing most non-military spending as 
'investments in human capital'. Both urge heavier spending on education 
and worker re-training programmes (but are characteristically vague on 
how much should be spent). Both also emphasize the need for 'teamwork' 
within the firm, and 'flexibility' (which is the other key buzzword of 
Washington politics) in worker attitudes, behaviours, and wages. 

What is missing from this neo-liberal ~ h i ~ h - f l e x ' ~ ~  prescription for social 
policy are any guarantees for workers, or incentives to their organization. 
Neither the DPC nor the DLC, for example, says anything about promoting 
worker organization into unions. Nor, in accord with most recent Demo- 
cratic politicians, does either say anything about promoting full- 
employment. And neither suggests raising-through a heightened minimum 
wage, or national health insurance, or other measures-the floor of generic 
social protections in the newly flexible en~i ronment .~ '  Instead, both seek 
to sweeten 'flexibility' by changing the organization of existing worker 
benefits. Typical is the proposal made by both groups for increasing, 
through minor tax innovations, the portability of worker pensions. This 
will appeal to better-off workers, who already have pension benefits and 
wish to move them. To a welcome degree-although in tension with the 
'teamwork' idea-it would also detach the welfare of individual workers 
from the welfare of individual firms. But i t  will do nothing for workers 
who do not already have benefits. And like other elements of the Demo- 
crats' new social policy it seems, rather perniciously, to be offered as a 
substitute for, rather than a complement to, an active, society-wide 
labour market policy of general worker benefit. Within the loose labour 
markets that can be expected in the absence of such a policy, the DPC 
and DLC programme of 'flexibility' can hardly fail t o  be a vehicle for 
general reductions in wages and benefits. Business concerns about the 
'wage gap' between US and Third World workers may be allayed by such 
measures, and the best-off workers may gain, but the vast bulk of the 
working population, let alone the unemployed and underemployed, will 
not be well served.86 

To summarize, the mainstream Democratic proposals offer a redefinition 
of national purpose around 'winning' in international competition. This 
'victory' is t o  be achieved in part through continued aggression toward 



'REAGANISM' AFTER REAGAN 409 

the rest of the world, andin part-despite all the talk of teamwork between 
capital and labour-through continued attacks on the working population 
at home. While they represent a more concerted approach to national 
restructuring than the original LCD programme, as a package the main- 
stream Democratic recommendations sit squarely within familiar LCD 

.5 premises. 
Before considering the difficulties of this programme in more detail, we 

should note that the mainstream vision is not shared by all the Democratic 
candidates. The most obvious dissenter, of course, is Jesse Jackson, who in 
one of the anomalies of the present campaign is the leading Democratic 
candidate in all national public opinion polls. Breaking sharply with the 
LCD, Jackson is calling for a shift away from the Cold War framework of 
international order, deep cuts of 25-33 per cent in the $300 billion 
military budget, a full employment programme, and a trade policy geared 
to promoting international worker rights. In contrast to the mainstream 
Democratic strategy of dividing the working population, peeling off just 
enough support to float another business-oriented programme, Jackson's 
campaign has been active, particularly in the South and Midwest, in 
promoting multiracial populist coalitions that actually attempt to unite 
workers with one another. 

But it seems very likely that Jackson will soon fade as the leader of the 
Democratic pack, if not by being directly overtaken by some other 
individual effort, then by some complicated winnowing and consolidation 
among the other candidates. Apart from the obvious liability of being 
black, Jackson has the only slightly less obvious liability of being an 
anathema to  virtually all of the American business community. According- 
ly, the present resources of his campaign, which has been informally 
running for at  least five years, are only about a tenth of what Dukakis (the 
leading Democratic fundraiser) has atcrued in a few short  month^.^' 
Lacking resources, and repeatedly unsettled by Jackson's deliberately 
'creative' and charismatic style of 'management', the campaign has also 
suffered from serious organizational difficulties, even in those com- 
munities that would seem to provide it with a natural base. And even 
if these considerable difficulties were somehow surmounted, and the 
campaign became truly threatening to mainstream elites, it is hard to 
believe that it would be permitted'<o continue. In such an eventuality, for 
example, the press and other organs of established opinion can be counted , 

on suddenly to 'discover' that Jackson's views on a wide range of domestic 
issues are highly controversial, that his suggestion that the military budget 
be cut by a whopping $100 billion lacks support among traditional experts 
on national security, or that he holds some view, gets money from some 
source, or is advised by some set of leftist policy analysts, unworthy of a 
1980s candidate. 

There are many fine calculations to be made here by Democratic elites. 
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While Jackson has his opponents in the black community, which of course 
has its own complicated internal politics, he does have considerable power. 
Alienating him would risk further abstention among black voters, currently 
the strongest and most consistent supporters of the Democratic Party. 
At the same time, party officials cannot let Jackson get 'out of hand' and 
actually climb to the top of the ti&et (or, as Jackson recently proposed, 
to the second spot on the ticket). But the Democrats have much exper- 
ience at  such damage control, and at present it seems safe to bet that 
whatever concessions finally need to be made to Jackson, he will not get 
the nomination. 

Less distinctly left of'the mainstream than Jackson, but still outside it, 
is Paul Simon. On foreign policy, Simon is an exceptionally strong advocate 
of arms control, proposes cuts of roughly $20 billion annually in existing 
weqpons systems, and wishes to reduce significantly US military commit- 
ment?, in Western Europe (which presently run at about $130 billion a 
year), while pressuring the Japanese to pay for US protection of sea lanes 
in the Middle East. On domestic policy, he has the strongest pro-labour 
record of all the Democratic candidates who served in Congress, and was 
a major advocate of higher spending on education well before such 
advocacy became fashionable in neo-liberal circles. Unlike all the other 
candidates but Jackson, Simon also has a specific, albeit very limited, 
programme for full employment. Somewhat anomalously, he couples 
these liberal social policy commitments with fiscal conservatism, with an 
exception built in for recessionary periods; for example, he supports a 
constitutional amendment to balance the budget. He proposes to close 
the current deficits, without raising taxes, through a combination of 
military spending cuts and reductions in unemployment. 

This is an interesting package, and Simon is not without potential 
popular appeal. With the primary season beginning in Iowa, a neighbouring 
state of Simon's Illinois, it is even possible to imagine some sort of popular 
bandwagon developing for him. But Simon does not have the sort of 
solid support among one cohesive electoral constituency that has been the 
key to Jackson's longevity as a candidate. While he will surely pick up 
support from some unions, he will also not enjoy the wall-to-wall labour 
support that helped Mondale through the primaries in 1984." And as a 
senior Simon staffer recently admitted, 'business will be a problem'.89 
It is hard to imagine Simon gaining much elite support for military 
reductions of the scope he is (sometimes more, sometimes less, explicitly) 
proposing. And beyond his quite limited proposal for full employment- 
an $8 billion dollar programme that offers 3 million jobs at $5,500 a year, 
or about half the poverty line for a family of fourg0-it is also hard to 
imagine much business support for the sorts of avowedly New Deal-styled 
social policies for which he offers himself as spokesman. Perhaps reflecting 
this, Simon's campaign treasury is the second lowest among the major 
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Democratic candidates, just above Jackson's. Assuming he preserves the 
distinctly liberal tone of his campaign, he will, like Jackson, almost 
certainly be denied the n~mina t ion .~ '  

Returning then to  the mainstream candidates, we enter two final points 
about their proposals. We suggested above that the Democrats' vision of 
programmatic change was largely malign. It is. But insofar as it has any 
merit, it is also incoherent. First, its implementation is severely constrained 
by other deep-seated Democratic commitments, a point that can be high- 
lighted by considering in more detail the fiscal constraints on implement- 
ing the better elements of the neo-liberal social policy, constraints which 
are themselves a legacy of the last several years of policy commitments, 
and ongoing commitments t o  the LCD. Second, even on the (ve j 
improbable) assumption that these elements were implemented, their 
effectiveness for economic renewal is undermined by their incomplete 
attention t o  the sources of current difficulties. This is most evident in the 
Democrats'. stunning lack of attention t o  the problems of global re- 
structuring, without which almost any effort at  domestic renewal is 
doomed. To put the matter bluntly, t o  the (limited) extent that the main- 
stream Democratic proposals have any merit, they cannot be paid for. And 
to  the (very limited) extent that they can be paid for, they will not wogk. 

The problem with implementation is straightforward. Whatever suggest- 
ions for domestic policy-and there are certainly good and sufficient 
reasons for new initiatives in education, welfare policy, worker training 
and retraining, child care, research and development, regional develop- 
ment, and infrastructural renewal-they will need to be paid for. And 
while some discussion has focused on the need to  control the costs of new 
policies through re-targeting existing programmes, or privatization, or  joint 
public-private ventures, or by encouraging state and local experimentation, 
some additional federal monies will be required. 

Just how much is required is a matter of dispute, but it is generally 
agreed that the costs of domestic economic renewal are high. Economist 
Lester Thurow, for example, estimates that an additional $52 billion is 
needed each year for education and worker training, $9 billion for research 
and development, and $50 billion for renewing the US infrastructure of 
roads, ports, bridges, and tunnels.92 A 1984 report by the Joint Economic 
Committee offered a more conservative estimate on the infrastructure, but 
still thought $30 billion would be required annually.93 And the now 
defunct campaign organization of former Colorado Senator Gary Hart, 
which was intending to  make a 'strategic investment initiative' the centre- 
piece of its domestic policy proposals, estimated that spending on educa- 
tion, job training, and technology commercialization alone (that is, not 
counting infrastructural investments) would require about $100 billion 
more annually than is being provided now. On the Hart campaign's (never 
released) proposal, the federal government would have picked up roughly 
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$20 billion of this, with the rest provided by state and local governments 
and b u s i n e s ~ e s . ~  

Whatever the precise estimate (and there are no such estimates coming 
from present candidates), the question of where to find resources of these 
dimensions naturally arises. Here again endless uncertainties intrude. But 
it seems clear that within the framework of LCD politics embraced by the 
Democrats that question has no easy answer, and perhaps no answer at  all. 

In view of the enthusiasm for deficit reduction shared by the current 
crop of candidates, a discussion of constraints naturally proceeds from the 
Gramm-Rudman-Hollings (GRH) targets for deficit shrinkage. The 
Congressional Budget Office now projects that the federal deficit will 
decline by FY 1990 to $108 billion, which is $8 billion above that year's 
GRH target of $100 billion.95 Putting aside changes in this projection 
resulting from shifting economic conditions and the FY 1989 budget, and 
assuming that present commitments to deficit reduction continue, the first 
task of a new administration will thus be t o  produce a budget that  reduces 
the deficit by some $8 billion. New initiatives will be impossible, unless 
revenue for such initiatives can be raised by some combination of 
additional cuts in current programmes and tax increases over and above 
those that are necessary to close the projected budget gap. 

Consider the problem of cuts. Since roughly 70 per cent of current 
government spending is devoted to  the military, interest payments, social 
security, and medicare, proposals for cutting existing spending inevitably 
concentrate on the military budget and the major social insurance pro- 
grammes. But for reasons already suggested, large reductions in the 
military budget are improbable. The record expansion engineered by the 
Reagan administration was focused on investment in new military hard- 
ware, and the elimination of such hardware is never easy. Furthermore, 
new investment brings costs for operations and maintenance in its wake, 
and an unwillingness t o  pay those costs will be assaulted as a failure to 
maintain military 'readiness'. These matters aside, the mainstream Demo- 
crats, as the earlier review of their military views might suggest, have 
already rejected significant military cuts as a source of new revenue. The 
DLC, for example, has recently emphasized that while additional 'cuts 
in domestic and defence spending will be possible. . . the only places left 
t o  look for really significant deficit reduction are entitlement programmes 
and taxes'.96 

Of course, even within the framework of standing Democratic commit- 
ments on military spending, smaller reductions are possible and these can 
provide some narrow space for manoeuvre. For example, annual operation 
costs for the two new carrier battle groups now projected in military 
plans are estknated at $7 billion.97 A decision not to buy them (some- 
thing that many Democrats recommend) would thus free $7 billion 
to  f inake  domestic initiatives, almost enough to pay for Paul Simon's 
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minimal employment scheme. And virtually no cuts at  all are needed to 
float Democratic New York Senator Daniel Patrick Moynihan's recent 
proposal for welfare reform. He is calling for the very modest expenditure 
of only $2.7 billion over five years, an initiative that was explicitly intro- 
duced as cheap enough to  be affordable even under the severe fiscal con- 
straints of present LCD corn~ni tments .~~ But the limited nature of these 
programmes only underscores the general problem. Simon's proposal, 
after all, only liberates the unemployed into poverty. Moynihan's does a 
bit less. Programmes with more comprehensive coverage, or higher wages 
or benefits, would require more money, and that seems unlikely to come 
from the military budget. 

Paying for new programmes through reductions in current social 
insurance programmes is still less plausible. It is very unlikely that a 
Democratic administration will be willing to  sustain the political damage 
that would come of attempting significant Social Security reductions; 
thus proposals for medicare reductions are much more likely. But here 
too there are serious problems. The FY 1988 Senate budget proposal 
(some version of which will be adopted) already calls for $5.7 billion 
in medicare cuts over FY 1988-91-just to meet deficit reductibn targetsg9 
In addition to the normal political costs of health care reductions, then, 
especially strong resistance to further medicare cuts c q  be expected. 

For all these reasons, there will almost certainly be no significant new 
domestic initiatives without tax increases. But here still other problems 
loom. There has never been a significant peacetime increase in individual 
income taxes in the US, and with the major (inflation indexed) rate 
reductions of the 1986 Tax Act corning on line, resistance to new income 
taxes is likely to be intense. Recognizing this, most of the current tax 
discussion centres around additional excise taxes, with some talk of 
moving to a national consumption or value-added-tax.''' But excise taxes 
on select items have certain natural limits as revenue raisers. Personal 
consumption tax proposals (usually resisted by would-be borrowers), 
value added tax and economically similar national sales tax proposals 
(usually resisted bjr state taxing authorities as encroaching on their 
traditional tax base) have been repeatedly suggested, without success. 

With these problems as background, we emphasize again that deficit 
reduction itself will almost surely require some new revenue (as in the 
FY 1988 Congressional budget resolution, which calls for $64 billion 
in new taxes over the next three years). It therefore seems unlikely that 
such instruments can provide, soon, the additional revenue needed for 
large new domestic programmes. Finally, should consumption taxes (as 
we expect) eventually be relied on much more heavily than they are now, 
the effects on income distribution would be undesirable. Unless offset 
by progressive schemes of tax credits, which are n o t  being generally 
considered within the parties, massive consumption taxes will be 



414 THE SOCIALIST REGISTER 1988 

massively regressive.101 This effect is not a t  odds with the mainstream 
Democrats' pther social commitments. But it is a t  odds with what we are 
considering here, namely the implementation of the desirable parts of their 
programme. 

Even putting such implementation problems to the side, however, the 
second point-bearing on the ineffectiveness (and worse) of the Democrats' 
proposals for economic restructuring-remains. The Reagan programme for 
restoring US hegemony has largely failed. The US has more weapons than 
when Reagan took office, but it also has been severely weakened as an 
economic power, and the 'mismatch' alluded to above between the United 
States' role in the international monetary system and the level of its 
economic performance is greater than ever. Once again, what is needed is 
more, not less, international co-operation, and less, not more, of a burden 
on the US international role. But the Democrats are almost entirely silent 
on this need, and seem intent instead on preserving the illusion that the US 
can simply bully the rest of the world into making it strong. 

This is an extraordinarily dangerous illusion. For 'competitiveness' to 
be other than a prescription for mounting global tensions and further 
declines in living standards, it needs to be put squarely in the context of 
raising world demand. Otherwise, with trade deficits and surpluses 
summing to zero world-wide, the major exporting countries will simply 
be locked in an ever more vicious war with one another for shares of a 
stagnant market. Moreover, this is a 'war' which-assuming on the one 
hand that reasonably peaceful military conditions are preserved, and on 
the other that a productivity miracle does not occur in the US overnight- 
the US will almost certainly lose. Bct for demand to  rise, both short and 
longer term programmes of international reconstruction are needed. The 
Third World, now crushed by a massive $1 trillion debt, needs to be 
relieved of that burden. And the world economy, still strapped to the 
fortunes of a declining currency, the US dollar, needs to find a 
new monetary order. 

On such matters the Democrats are offering nothing approaching what 
is needed. The most ambitious programme of Third World debt relief, 
promoted by New Jersey Senator Bill Bradley, proposes a maximum 
of $51 billion over three years, with the aid conditioned on action by 
Third World countries to 'liberalize' their economies. The Bradley 
Plan has thus far gone nowhere in Congress, but even if it were pursued 
it would be woefully inadequate. On C'N estimates, by 1990 at  least 
$80 billion in annual transfers will be needed for the Third World t o  achieve 
5 per cent growth. Roughly double what is being provided now, and about 
$23 billion more than the $17 billion annual increment proposed by 
Bradley, this is itself not enough even to maintain current levels of 
employment in the LDCS."~ TO do  that, much more would be required. 
For example, t o  achieve something approximating full employment- 
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which would be critical not only to achieving major gains i i  living stand- 
ards, and integration into the rest of a more virtuously ordered (high 
growth, high productivity gains, high employment) world economy, but 
also to achieving a significant reduction in the US trade deficit-something 
of the order of $100 billion annually would be needed,'03 or an incre- 
ment of assistance more than three times that proposed by Bradley, whose 
plan is commonly described as 'radical' and 'visionary'. 

On international monetary reform the picture is even bleaker. While 
there is vague talk among more liberal Democrats about the need to do 
something about the problem, there are no concrete proposals for changes 
in existing practices, let alone institutional restructuring. There is thus 
nothing to evaluate. Nor is serious attention being given to curbing the 
rampant currency speculation (now running a t  about 30 times the volume 
of world tradelo4) that vastly exacerbates monetary disorder. As might he 
expected, the bare consideration of serious capital controls remains a 
solemn taboo.lo5 

In understanding the Democrats' broad lack of constructive suggestions 
for international initiatives, of course, notice must also be given to the 
behaviour of other states. Any constructive policy of international co- 
ordination would, for example, obviously require the co-operation of 
West Germany and Japan, and their behaviour in recent years has also been 
less than helpful. Both have chosen to pursue exceptionally tight monetary 
policies during the 1980s. Both have also pursued contractionary fiscal 
policies, shrinking their public sector budget deficits from about 4 to 1 per 
cent of their GNP. And in both, in 1986 and early 1987, the growth in 
industrial output has been flat or negative, while GNP growth has slowed 
to about 2 per cent. While some of this policy mix can be explained as a 
consequence of pressures imposed by US policies (for example, sky-high 
interest rates), clearly much of it derives from the destructive agendas of 
those countries' own business elites. In the world political economy of 
the late 1980s, as during the late 1970s, the snuve quipeut  policies of the 
major capitalist powers severely constrain the possibilities of any reason- 
able co-ordination among them. Still, the fact that the Democrats are 
barely even considering such matters-that is, the fact that they remain 
firmly committed to an illusory vision of American global dominance-is 
striking. 

Given all this, the near term future of American politics appears quite 
grim. While predictions can always be overtaken by events, and while 
some catastrophic shock to the American system of the sort that would 
dislodge present policy commitments is possible, it appears that the next 
few years will see a continuation of 'politics as usual' within the frame- 
work of the LCD. What that now means at  the level of mass politics is 
mass disorganization, stagnating living standards, and rising inequality. 
What it means at the level of elite politics is continued squabbling and 
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manoeuvre, bounded by the locally rational assumptions of a cruel and 
destructive policy mix. And what it means for the 1988 elections is that 
whoever wins, most of the American people, and with them much of the 
world, will lose. 
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