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A note on why I'm writing about this: I'm writing this as your fiduciary — not as commentary on any party or
candidate. At TWM, we view “wealth” as more than a number on a statement: it's your total wealth — time,
opportunities, gifts, talents, and resources — entrusted to you to steward toward your God-given life's purpose.
The economic policies that flow from political philosophies affect your entire life, often before it ever shows up in
your portfolio. So, when an idea gains as much traction as “democratic socialism” has over the past decade, | think
it's worth doing what I'd do with any other risk to your wealth: looking at the results where it's been tried. That's
what this letter does — it's an economic and financial analysis, not a political opinion piece.

Plain-English Definitions
e Marxism: Karl Marx and Friedrich Engels' 19th-century framework casting history as class struggle, predicting
capitalism’s inevitable replacement by socialism and then communism.
¢ Socialism: The state, or “the people” acting through the state, owns or tightly directs production and pricing.

e Communism: Marxism’s theoretical end state — a classless, stateless society with common ownership. In
every real-world attempt, the transitional “dictatorship of the proletariat” never dissolved; it simply became
the permanent one-party state.

e “Democratic socialism”: The claim that socialist economic control can be layered onto democratic political
institutions without eroding them. No sustained, large-scale example has borne this out.

The Record at a Glance

MARXIST REGIMES REVIEWED PRODUCED LASTING PROSPERITY REACHED POWER BY FREE EST. DEATHS, COMMUNIST
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Every major branch, 1917—present Not a single case, of any variety 3 00
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“Democratic socialism” has become one of the most common phrases in American political life. It's also a
misleading one. Democratic describes how leaders are chosen: elections, competing parties, a peaceful handoff of
power. Socialist describes where the economy ends up: the state, rather than the market, controlling production,

The ~100 million figure comes from The Black Book of Communism (Courtois et al., 1997), which adds up famine, execution, and forced-
labor deaths across all communist states. It's widely cited, but not uncontested. Some of the book's own contributors publicly disagreed
with the editors' methods, including whether famine deaths (which raise separate questions of intent and causation) belong on the same
ledger as direct killings. Country-level estimates, especially for the Soviet and Chinese famines, also vary a good deal across scholars, and
credible totals for the whole communist era range from the tens of millions up to around 100 million. We use the commonly cited figure
here for orientation, not as a precise or settled number.



investment, and prices. One is about how decisions get made; the other is about who ends up making them. Put
the two words together and it sounds like a blend, but in practice, pursuing one tends to crowd out the other.
That’s the argument of this letter, and | believe the historical record clearly supports it. It matters here because
this pattern has repeatedly decided whether ordinary households got to keep, grow, and pass on what they

worked so hard to build.

The Core Contradiction

A functioning democracy needs power to stay spread out: competing parties, a free press, private capital that
doesn’t answer to the state, and the ability of any citizen to walk away from a bad job, a bad landlord, or a bad
regulator and find somewhere else to go. Socialism, in its real economic sense (not the loose way the word gets
used in headlines), works the opposite way. It takes decisions that millions of independent buyers, sellers,
workers, and investors would otherwise make for themselves and transfers them to a much smaller group of

central planners, i.e., the state.

Once the state owns or directs production, it also controls jobs, credit, media distribution, and the permits any
dissenting group needs to operate, so economic power and political power stop being separate things. That’s why
every large attempt to centralize an economy, whether it came by ballot or by revolution, has ended up narrowing
the pluralism that democracy depends on. Calling the process “democratic” doesn’t change the underlying

objective: state control.

None of this is a talking point invented for 2026. It shows up in every case study below, across revolutionary
Marxism-Leninism, Maoism, Juche, Castroism, and Chavismo, and even in socialism that arrived through fully free

and fair elections.

Every Variety, the Same Result

Marxist-derived movements have gone by many names: Leninism, Maoism, Juche, Castroism, Chavismo, African
socialism, market socialism, and democratic-socialist administrations elected outright at the ballot box. The names
differ, but the economic mechanics, and the outcomes, have been remarkably consistent.

Regime / Variant Came to Core method Economic Human cost
power via result
Soviet Union — Leninism/Stalinism (1917-1991) Armed Nationalized Chronic Gulag
revolution industry; shortages; system;
forced stagnation and | purges;
collectivization; | eventual Holodomor
five-year plans | collapse famine
(millions
dead)
Maoist China (1949-1976) Civil war People’s Great Leap 15-45
communes; famine — million dead
Great Leap widely from famine
Forward; regarded as (estimates
Cultural the deadliest vary by
Revolution famine in source);
recorded mass
history political
persecution
Khmer Rouge Cambodia (1975-1979) Guerrilla Abolished Agricultural ~1.5-2
war money, and economic | million dead
markets, and collapse within | (roughly a
private months quarter of
property the
outright population)




Regime / Variant Came to Core method Economic Human cost
power via result

North Korea — Juche (1948—present) Soviet Total state Chronic Political
installation, | control; famine; near- prison
then hereditary one- | total camps;
hereditary | party rule technological systemic
succession isolation starvation;

severe rights
abuses

Castro’s Cuba (1959—-present) Revolution | Nationalization; | Six-plus Political

rationing; decades of prisoners;

comprehensive | stagnation and | mass

price controls dependency emigration
on patrons by raft and
(USSR, then visa lottery
Venezuela)

Allende’s Chile (1970-1973) Free Nationalized Hyperinflation; | Economic
democratic | copper, banks, | food shortages | collapse
election and industry by | within two preceded

decree years the 1973
coup

Sandinista Nicaragua (1979—present) Revolution, | Land Prolonged Repression
later expropriation; poverty; of dissent;
elections state capital flight renewed

enterprises; authoritarian
price controls rule after
2007

Ujamaa Tanzania (1967-1985) One-party Forced Food Mass forced
rule under | villagization; production relocation of
an elected | collectivized collapsed; rural
founding farming became aid- population
president dependent

Derg Ethiopia (1974-1991) Military Land Famine amid Red Terror
coup nationalization; | exportable killings; ~1

forced surplus million
resettlement; regions famine
command deaths
agriculture

Venezuela — Chavismo / 21st-Century Socialism (1999- Free Price and FX GDP collapse Shortages of

present) democratic | controls; mass | of roughly food and
election expropriations 75%+; medicine;

of farms and hyperinflation | ~7-8 million
firms have fled the
country

East Germany — GDR (1949-1990) Soviet Full command Per-capita A guarded
installation | economy; Stasi | output an wall built to

surveillance estimated 45— | stop citizens
state 55% of West from leaving

Germany’s by
reunification




Regime / Variant Came to Core method Economic Human cost
power via result
Britain’s nationalization era (1945-1979) Democratic | Nationalized “Winter of Not mass
election coal, steel, rail, | Discontent”; atrocity —
utilities; IMF bailout in but a
powerful trade | 1976; cautionary
unions with stagflation case of
heavy democratic
bargaining socialism
leverage producing
national
decline
without a
single tank
or purge

Why the Mix Matters

Some of these regimes took power by force. Others,
including Allende’s Chile, Venezuela under Chavez,
and Britain’s postwar nationalization era, were
elected and re-elected fair and square. They got
there differently, but once in office, they followed a
similar path.

The Marxist Playbook: Recurring Fallacies

e “That wasn’t real socialism.” After each failure, advocates redraw the definition so the failure doesn’t count
and the ideal stays intact. Do that enough times and the theory becomes unfalsifiable, which is a shaky
foundation for economic policy.

¢ Blame the outside world. Sanctions, sabotage, and “capitalist encirclement” get cited to explain shortages,
even in cases like the Soviet famine, Mao’s Great Leap, and Venezuela’s pre-sanctions collapse, where the
failure came before the outside pressure it later got blamed on.

¢ Promise equality, deliver a new elite. Price controls and nationalized industry tend to produce a politically
connected class with privileged access, like the Soviet nomenklatura, Cuba’s party elite, or Venezuela’s
“boliburguesia,” while everyone else deals with the shortages.

e “Temporary” emergency measures become permanent. Rationing, capital controls, and expanded executive
power get introduced as short-term fixes, but they rarely go away, because whoever holds the new power
has every reason to keep it.

The Ballot Box Can’t Repeal the Arithmetic

Markets solve a problem no ballot can: they generate prices. A price isn’t just a number on a shelf; it’s a running
signal of what millions of people actually value, updated every time someone makes a trade. Take that signal away
and central planners are left guessing what to produce, how much, and at what quality, working off stale data and
political incentives instead of real ones. Economists Ludwig von Mises and Friedrich Hayek described this as the
economic calculation problem decades ago, and every case above bears it out: an election can decide who’s in
charge, but it can’t replace the information a working price system generates. Winning the mayor’s office, or the
presidency, doesn’t repeal the arithmetic.

The Nordic Deflection

Democratic-socialist advocates often point to Scandinavia as proof this can work. It isn’t much of a proof.
Denmark and Norway rank in the top 10 economies worldwide for economic freedom, and Sweden isn’t far



behind, in the “Mostly Free” tier. All three combine strong private property rights and competitive markets
with generous, tax-funded benefit programs. That’s a capitalist economy with a large welfare state, not state
ownership of production. Calling it “socialism that works” borrows the results of markets while keeping the
socialist label, which is the same sleight of hand covered above.

The Rise of the Movement in American Politics (2016—-2026)

e The Democratic Socialists of America grew sharply after 2016 and again after late 2024. By July 2026 it had
passed 120,000 dues-paying members, which by its own count makes it the largest socialist organization in
U.S. history, and its youth wing (YDSA) now lists over 150 chapters nationwide.

¢ Dozens of DSA-endorsed candidates have won office since 2016, culminating in the 2025 election of a self-
described democratic socialist as Mayor of New York City — the movement’s highest-profile win to date.

¢ New York City’s administration, sworn in January 2026, has moved to expand government’s role in housing,
including exploring rent-freeze authority through the Rent Guidelines Board.

e Seattle’s newly elected mayor, aligned with the city’s social-housing initiative launched by voters in 2023,
won election in November 2025 and took office in January 2026, now scaling public acquisitions and

development.

These aren’t academic debates. They’re governing programs already underway in America’s largest city and a
major West Coast hub, and they follow the same playbook laid out in the historical cases above.

The Cost of Expanding Government Control — and How It Might Affect Your Wealth

What it does

Rent / price controls

Holds prices below market

clearing

Cost to freedom & growth

Underbuilding; black markets;
deferred maintenance

Portfolio implication

Weaker real-estate NOI
growth; higher volatility

State expansion into
production

Politicized capital allocation;
soft budget constraints

Falling productivity;
governance risk

Lower ROE/ROA; valuation
discounts; execution delay

Higher marginal taxes & fees

Discourages work, saving, risk-
taking

Smaller private sector; capital
& talent flight

Slower earnings growth;
relocation risk

Capital / FX controls;
permitting choke points

Traps savings; delays projects

Rationing by waitlist, not
price; diminished business
dynamism

Timeline slippage; higher
discount rates

Expropriation-style moves

Breaches contracts; collapses
investment confidence

Multi-year underinvestment

Write-downs; legal overhangs;
higher financing costs

New York’s move toward rent-setting boards and Seattle’s expansion of public housing development are early-stage examples of the
first row of this table — not hypotheticals.

Important Considerations

The ideas below are general considerations for how this policy trend could affect a portfolio — not a description of trades already
made in any account. Whether, when, and how any of this applies to you depends on your individual goals, risk tolerance, tax
situation, and existing holdings, and nothing here should be read as a standing instruction for your investment accounts.

e Jurisdictions with strong property rights, reliable rule of law, and predictable regulation tend to be more
durable places to hold capital over time.

e Markets that add price controls, rent boards, or an expanded state role in production or housing typically
carry more policy risk than their headline numbers show. That risk is easy to underprice if nobody names it.




e Real estate and other locally regulated assets are usually the first to feel rent caps, wage mandates, and
permitting slowdowns when government control expands, which can compress returns even when the
underlying property is sound.

e Managers and operators differ widely in how well they navigate policy shifts and governance friction, and
that track record matters as much as raw historical performance.

e Treat “democratic socialist” policy wins as a signal worth watching over time, not just a passing headline. The
direction of travel matters more than any single election.

Bottom Line

e History: Every large-scale Marxist-derived system, whatever label it used and however it took power, has
produced weak growth, shortages, or worse. Several produced mass death.

e Economics: Central control removes price signals and incentives, and losing those costs you growth and
freedom together. There's no version of this tradeoff where you keep one and only lose the other.

e Language: “Democratic socialism” pairs a method of winning power with a goal that, taken seriously, wears
away the pluralism that method depends on. History shows the wearing-away far more often than it shows
the exception.

e Today: These are live governing programs in major U.S. cities in 2026, not abstractions, and we factor them
into the individual portfolio conversations we have with clients.

Contact us. We are happy to walk through how these policy trends factor into your household’s asset location,
real-estate exposure, and long-term allocation. Any changes to your portfolio will only be made after a specific
conversation with you, not automatically as a result of this letter.

Gratefully,
Sean Gross, CFP®

IMPORTANT DISCLOSURES

The information presented in this article is the opinion of the author and does not reflect the views of any other person or entity unless specified. It is provided
for informational purposes and should not be construed as investment, legal, or tax advice, and does not represent the position of any political party or
candidate. Advisory services offered through Telos Wealth Management, LLC, an investment adviser registered with the state of Washington. Historical
summaries are necessarily condensed; casualty and economic figures vary by source and are cited at their commonly reported ranges (see footnote 1).
Sources are available on request. Past performance is not a guide to future results; all investments involve risk. Please consult a qualified advisor before
making decisions based on this letter.



