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Introduction 
First - a point of clarification. 
The formulation of the question relating to global social justice that underpins this volume is arguably compatible with a conventional ‘third way’ understanding of post-war social democratic history, at least as that has manifested itself in the self-presentation of New Labour in the UK. Though individual political leaders have their own personal ways of presenting the third way case, most of them share a sense of post-war UK history as a set of discrete policy decades informed by bodies of economic thought: initially Keynesian, then neo-liberal, and now what Gordon Brown once famously called “post neoclassical endogenous growth theory” – that is, new growth theory. 

The dominant paradigm in the age of Old Labour, so the conventional understanding goes, was Keynesian. Keynes’s writings gave a generation of progressive politicians and their electorates a particular view of the role and capacity of states as economic managers. That Keynesian paradigm broke down under the onslaught of stagflation in the 1970s, and was famously abandoned in the UK by Prime Minister James Callaghan in the midst of the 1976 IMF crisis.
 It was replaced in dominance, in London at least, by a neo-liberal orthodoxy to which Old Labour Keynesianism had no answer, and against which the Labour left could only initially offer the outright protectionism of the Alternative Economic Strategy.
 The subsequent dominance of neo-liberalism kept the Labour Party out of power for almost two decades – and it kept the Conservatives in power until a fresh generation of Labour politicians found in new growth theory an answer to it. New growth theory gave that new generation the confidence to advocate a progressive role for the state that could address, as neo-liberalism could not, the social as well as the economic requirements of a new age of globalisation.

New growth theory gave the state a bigger economic role – and potentially a more progressive one – than neo-liberalism ever could. The third way state was not a Keynesian one, managing industrial investment and picking national champions. But nor was it a privatising one, strengthening economic performance by cutting back on public provision where it could and deploying internal markets when it could not. The third way state was instead a ‘lubricating state” and an “enabling” one.
 Its job was to generate the improvements in human capital, and the expansion of R&D, which alone would enable already-established capitalist economies to survive and flourish in a world economy that was genuinely, and for the first time, globalising: a world economy characterised by intensified international competition, faster means of communication, impatient and mobile capital, and new centers of industrial output in hitherto dormant economic giants – particularly China, India and Brazil. Gordon Brown put the case for the third way in his pamphlet on reform inside the European Union.

There are some who argue that the only way Europe can retain its unique balance of prosperity and fairness is to retreat from globalisation into a new protectionism and act at the EU level to erect new barriers to global trade and investment. Others look at the rapid pace of change and argue that nothing can be done in the face of globalisation and technological advance, that it is impossible in the modern world to sustain prosperity and fairness together, and that individuals must be left alone to adapt to far-reaching change.

We reject both. Protectionism cannot work in a global economy where production processes are increasingly spread across continents, and businesses and consumers depend on international trade and investment links. In a world of global capital flows, protectionism can only bring about higher unemployment and higher prices. At the same time, a laissez-faire approach leaves people defenseless against change when we should be enabling them to master that change.

Instead, we need a strategy that delivers full-employment in a global Europe. The answer is not to restrict or retreat from global competition, but to meet and master global change through policies that promote openness and opportunity for all. This calls for greater flexibility in product markets, labour markets and capital markets to ensure that Europe’s businesses and individuals are equipped to take advantage of new opportunities; and ensuring fairness through policies that expand opportunity and choice, provide security for the vulnerable, and help people adapt to change. Structural reform that promotes flexibility and fairness together is the key to success in the modern global economy.


For the purposes of this paper, the policy package being proposed by Gordon Brown will be treated as an example of “progressive competitiveness”: a strategy through which progressive goals – things like full employment, adequate social services, rising living standards and poverty reduction – are realised by a strengthening of the competitive position of the national/regional economy for which progressive politicians have political responsibility.
 The issue before us therefore becomes this: is a resetting of state-market relations in a progressively competitive way the best response that the left can make to the arrival of the era of globalisation?

Globalisation and state-market relations as products of class settlements
To address this issue fully, we have to link our understanding of “state-market relations” and “globalisation” to a wider discussion about the social classes from whose interaction social democratic political forces emerged.

It is always possible to think of “state-market relations” as a technical issue, asking how far certain policy instruments can work in modern competitive conditions. Is industrial policy now outdated? Can regional policy be allowed? Are capital controls impossible, and so on. Indeed, answering those questions is vital to any progressive politics in the modern period. But such questions cannot be adequately answered at the technical level alone. For beneath technical issues lie social ones; and it is to the social that the political must ultimately relate. Beneath and beyond technical debates about policy options lie class settlements and the global social forces that frame the scope of possibilities. The technical debates are important, but it is the class settlements and the associated global balance of social forces that ultimately structure them. A discussion of ‘state-market’ relations abstracted from those underlying structural realities can only serve to obscure this deeper truth; and in that way help to conserve whatever global balance currently operates. But progressive politics are not about conservation. They are about change; which is why, for progressive purposes, an abstracted debate about “state-market” relations is ultimately fruitless. 

Talking in technicalities, and ignoring underlying class realities, is what conservatives do. The left must not do the same. On the contrary, we need constantly to remind ourselves that when right wing political forces advocate the deregulation of economic activity – and talk of “free markets” – they are not advocating the creation of a world in which no one makes economic decisions. They are not advocating a “free world” of independent small-scale producers. Theirs is not some Jeffersonian democratic paradise waiting to be realised. They are seeking to call into existence a world in which economic decisions are entirely made by, and in the immediate interests of, the CEOs of major private companies. When, by contrast, the state regulates the market, political forces constrain the freedom of decision-making of those private actors. When left wing political forces use the state to constrain that freedom, they also strike a new balance between social classes: between the various forms and manifestations of capital on the one side, and the various forms of paid and unpaid labour on the other. Social democracy in its “Old Labour” form struck just such a balance – de-commodifying the provision of certain goods and services, and regulating the private provision of the vast majority of goods and services which remained to be bought and sold. Old Labour struck a particular social settlement, a particular class accord. The issue before us is whether, in the new globalised economy, that particular class compact has now to be replaced by one in which the freedom of business leaders to make decisions without regulation must increase again.

How we decide depends on how we understand globalisation as a process, and on what weight we give to the claim about its novelty. We will come to what is new here, and what is not, later in the chapter. But first we need to anchor globalisation, just as we did “state-market” relations, in a wider discussion of class. Globalisation is also normally discussed as a technical matter, a product of improvements in transport, communication and the production and dissemination of knowledge.
 Or, if it is given a more social edge, it is discussed primarily in terms of capital: capital mobility, capital relocation, the rise of new centers of capitalist power, and so on. What is left off the table more often than it should be is the recognition that the dominant transformations in the global order currently are actually anchored not in the changing global conditions of capital so much as in those of labour. Capital is not suddenly globally mobile simply because of an IT revolution. Technological change of that kind facilitates and amplifies capital mobility, but does not create it. The enhanced global mobility of capital in the last three decades has social rather than technical roots. The thing that has changed most in the last generation is not capital mobility per se, though that mobility is striking, and politically significant. What has changed most is the size of the global labour force now seeking wage employment. It is that change which is truly novel. If the IMF is right, the effective size of the global proletariat has quadrupled since 1980, and its location has widened in qualitatively new ways.
 We need constantly to remind ourselves that capital is more geographically mobile than it was in the past because it now has more workers on whom to land.
 

A changed global context

The space for a progressive resettlement of state-market relations is always something that is simultaneously internally constructed and externally constrained. Progressive state-market relations have always to be fought for internally, and are always shaped by the global order surrounding the fight. Labour movements have to oblige local employing classes to make deals with them – the deals are never freely given – and the deals they make vary, depending on the strength of local labour movements. That was certainly the case immediately after World War II, in the heyday of old-style social democracy. The strength of northern labour movements varied even then – politically they were strongest in Scandinavian Europe, industrially they were strongest in the late 1940s in the northern
 eastern United States – and so the settlements they struck varied. They negotiated, that is, not one but several varieties of capitalism.


While that shared global order prevailed, different “social structures of accumulation” could and did develop in different national capitalisms, and survive ‑ even prosper ‑ alongside each other because of their differences. For a whole generation, state actors, and their electorates, came to believe in the reality of national economic management, and of different national routes to a shared and increasing prosperity. The Americans did it one way: high wages but low worker rights, low taxes and the thinnest of welfare nets. The western Europeans did it another way: high job security and internal job flexibility, high taxes and a generous social wage. The Japanese did it differently again; long hours and guaranteed employment for core workers; big exports and only modest income growth at home. Even when they worked, each of these post-war settlements had its hidden side: rural (and increasingly urban) poverty among African American workers and then among Hispanic migrants in the US; hidden female unemployment and exploited Turkish/Algerian workers in Germany and France; and massive job insecurity for the 75 per cent of the Japanese labour force denied lifetime employment. But at least these various models ‘worked’ when measured against their own pasts: no 1930s depressions, no world wars (just regional ones), and a significant increase in general living standards from one generation to the next.
 

But though these class settlements varied internally, they were made possible by a shared global environment. The existence of global constraints on progressive politics is not new: what is new is the character of the constraints themselves. In capitalism’s post-war “golden age”, a particular global order was in place, one that left a space for Keynesian-style welfare politics in advanced economies. That particular global order had at least three distinct features that have now gone:

· American economic hegemony within the capitalist bloc, with US dollars and production systems fuelling economic growth and maintaining job demand. 

· Communism, splitting the world in two, hermetically sealing off vast swathes of Russian and Chinese labour from any participation in – and hence competition with –  capitalist production and exchange. 

· Colonial and neo-colonial control of the Third World, locking labour there into subsistence agriculture or primary-producing export enclaves. 

The internal result of that external global order was a temporary period of labour shortage in the first world, and the capacity of labour movements there to negotiate historically unprecedented class compacts. That is why Keynesianism had its moment. It is also why that moment has now gone, why ‘Old Labour’ no longer applies. Old-style social democracy is no longer viable, not because something called globalisation has arrived, but because a particular global order built on American leadership, colonial empires and a Cold war stand-off has been replaced by a global order of an entirely different kind. This is not globalisation as something new. It is simply one global order replacing another.

Neo-liberal globalisation as a class project

So if we are properly to understand the space for a progressive resetting of state-market relations in the modern period, we must operate with a far more complex understanding of what is, and has been, involved in globalisation than is common in much of political commentary and popular writing these days. Genuine caution and precision is absolutely vital here, because there has always been a global dimension to capitalism as an economic system, and because that global dimension has always set limits on the autonomy of the national. We may indeed be in new times, but we would all do well to recognise that these new times are best seen as a new stage in an old story, not as the beginning of a story which is itself new. History did not begin in 1997 or in 1992, and we must avoid any form of argument that suggests the contrary.

Capitalism did not at some point become global. It began global: global in the sense of world trade, and global too in a more basic spatial sense. Capitalism emerged initially only in certain places. Indeed at first its capacity to develop depended on other places not being capitalist. Processes of unequal exchange between the capitalist and non-capitalist worlds were central to its emergence. Combined but uneven development was written into its global order from the outset. The capitalist world was always, to some degree, “flat”.
 It was also always, from the beginning, driven by powerful inner tensions: tensions between capital and labour, over the rate and pace of work and the relative rewards accruing to each particular class; and tensions between capitalists themselves, and between different fractions of capital – tensions that drove each generation of capital holders perennially to search out new techniques, new markets, and new sources of labour. The dynamics of spatial expansion in capitalism are not new. Globalisation is not a novel phenomenon. Marx described its core characteristics in The Communist Manifesto more than a century and a half ago. Indeed, if we are in a new phase of capitalist development, it is only because we seem at last to have reached the full flowering of the global reach of capitalism endemic to it from its inception.

A sense of global history is important here, because global settlements in one stage of capitalist development frame the space for developments in the next.   Certainly we need to remember that the centuries-long struggle within and between capitalism’s core constituent classes had created, by 1900, a global economic order characterised by combined but extremely uneven economic development: a core of industrialising economies, surrounded by agrarian and subsistence societies as yet largely untouched by major capitalist penetration; with processes of unequal exchange between the core and more peripherally placed economies. Japan and bits of California and Brazil apart, industrial capitalism by 1900 had emerged only within an industrial rectangle that ran from, say, Chicago to Moscow in the north and from perhaps Baltimore to Milan in the south. Inside that rectangle, strong imperial nations flourished, colonising (directly or indirectly) the rest of the global surface, and drawing into their core area cheap supplies of raw materials and labour. Nineteenth century capitalism may not have looked particularly global in scale and character to labour movements seeking some modest local control over wages and conditions of employment within the emerging industrial core, because so much of the rest of the world was still genuinely pre-capitalist in form; but nonetheless, global imbalance was as central a feature of early capitalism as it is of capitalism today.  If we are in a new stage of capitalist globalisation now, it is a stage that’s novelty derives not from globalisation per se, but from the fact that we are witnessing the first significant expansion of that industrial core – the Asian tigers
 apart – since the end of the nineteenth century.

The “Asian tiger” experience of the post-war period is all the more remarkable because, outside the core industrial rectangle of early twentieth century global capitalism, industrial development after 1917 occurred on any scale only beyond the boundaries of capitalism itself – inside the Soviet Union – in a brutal process of forced modernisation imposed by Stalinist terror. Even there, in the post-war Soviet empire, living standards lagged behind the growth of productivity achieved in the capitalist west, and did so because the Soviets failed to match, after 1945, the capitalist bloc’s generalised application of semi-automated production techniques across the consumer goods sector of each leading economy.  As we have already noted, it was the this post-war stand-off between capitalism and communism, the spread of Fordist production within the capitalist bloc, and the continued imbalance in terms of trade between the first world and the third, which alone gave post-war social-democratic parties in western Europe the space for their “Keynesian” moment. Keynesianism didn’t fail in the 1970s because suddenly there was globalisation. As we have just seen, Keynesianism failed – and social democratic parties suddenly lost their way – because the productivity gains available through Fordism hit their limits, OPEC began to change the terms of trade between first
 world and the third, and Cold War tensions began progressively to ease.

The modern global order now faced by progressive forces did not, therefore, fall out of the sky. Its current architecture of unrestricted capital mobility and global trade rules policed by the WTO is a created one – created in the main only recently, and created under the auspices of neo-liberal political leadership. The globalisation to which third way politicians would have us subordinate all policy ambitions was actually designed by their political opponents – the newly ascendant conservatives in Washington and London. It was they – the Reaganites and the Thatcherites – who scrapped exchange controls, allowing capital to move freely across national borders. It was they who pushed, from one trade round to the next, for the opening of markets and the free movement of goods and services.
 It was never a completely free market for which they pushed, and we need to remember that. Crucial political constituencies of the right – farmers and arms manufacturers alike – continue to this day to bask in protectionism, both overt and hidden; but progressive forces – the constituencies of the left – are now obliged to design their programmes of social reform in a global order in which national controls over the movement and development of productive resources had been progressively dismantled, and made illegal at the level of international/EU law. 

It is not that the deployment of such productive resources is not now controlled - it is. It is simply that their deployment is controlled in the main by the senior executives of large private companies, who pay themselves handsomely for the burden of doing so. Those who were disarmed in the process of resetting the rules in this fashion were the labour movements of the core capitalisms – denied (by the construction of global trade rules that blocked state regulation) the instruments they had traditionally used to maintain at least a degree of control over the terms and conditions of their employment. That disarming of the left was not some unexpected and accidental consequence of an unplanned expansion of world trade. There was agency here – conscious design. 

In the broadest sense, it is clear that leading elements within the national state structures of a series of advanced capitalisms, far from experiencing globalisation as an externally-generated problem, have in truth actively participated in the construction of the institutional and legal frameworks within which this global capital mobility has developed. They have competed with each other to lower exchange controls, attract foreign direct investment and contain labour costs; and they have done so with enthusiasm, in a determined attempt to meet their own internally-generated set of short-term electoral requirements.

“The era of globalisation” therefore is not best understood as something new, technically given to us from outside – a kind of deus ex machina beyond question or control. The changing of the rules of global trade is best understood as a class project: as a process designed to alter the balance of class forces on a global scale. As the traditional boundaries of the industrial rectangle were undermined by extensive industrialisation in key areas of Asia and South America, the class compacts institutionalised in each northern capitalist variety came under challenge. Capital went to workers, not just workers to capital; and capital went where labour was plentiful and cheap.
 American workers began to lose their pension schemes and their private health benefits. British workers lost their national bargaining systems, and saw their wage position in international league tables progressively erode. Even Scandinavian workers found themselves in the 1990s experiencing unprecedented levels of post-war unemployment. The crisis of northern labour movements – both industrial and political – was but a regional reflection of the changing balance of class forces globally; such that its resolution, from a progressive point of view, has to be anchored in a redressing of that global class imbalance. Globalisation, that is, is not a thing – immutable because impersonal. Globalisation is a social relationship – and like all social relationships, it can be regulated. Indeed from a progressive standpoint, it must be regulated, and soon.

A ‘global order of layered exploitation’

So in class terms, what is the nature of the present global order? It is a global order of layered exploitation – an entirely unprecedented fusion of old and new labour conditions which, if not managed, seem set fair to produce a cataclysmic “race to the bottom” that will destabilise both the old centres of industrial production and the new ones: the old ones because wages and employment will fall, the new ones because those wages and jobs are a vital source of demand for the mass commodity production now developing apace in the newly-industrialising economies. Centre-left politicians inside the northern industrial rectangle have to operate for the first time in a global context in which two kinds of working class now co-exist: an “old” northern working class with hard won industrial and social rights to lose, and a new “southern” working class without those rights but now beginning to seek them. The key task for northern progressive politics is to find policies that can protect and strengthen northern industrial and social rights without simultaneously undermining the spread of those same rights to workers in the newly-industrialising “south”. It will not be an easy task, but it is the vital one.

Historically, the extraction of surplus value – and hence profit – from paid labour in the capitalist world order has taken two broad forms.
 Either people have been worked long and hard while being paid little and less; or they has been set to work alongside machinery, producing a larger volume of goods and being given back in wages at least some of the extra revenue generated. In classic Marxist terms, that is, labour under capitalism has been subject to processes of either absolute or relative surplus value extraction: absolute rather than relative initially, but progressively relative rather than absolute, as machinery spread and hours of work went down. Certainly, inside the industrial rectangle after 1945, the wage-effort bargain eased as mechanisation spread. The arrival of machinery lowered hours. Trade unions negotiated better working conditions. Wages and profits even periodically rose together. But in the Asian tiger economies, and now in China and India, mechanisation did not produce any easing of the wage-effort bargain. On the contrary, new technologies were borrowed, but old labour conditions were retained. In the newly industrialising south, twenty-first century mechanisation and nineteenth-century working conditions have been fused together. Across vast swathes of India, China and Brazil, the labour conditions of early capitalism are being reproduced for new working classes using the technology developed in economies staffed by old working classes
: and in consequence an entirely new dynamic of global competition within and between working classes is now under way.

Early capitalism was all about taking people off the land – men, women and children, it made little difference –putting them into factories, making them work long hours in primitive conditions, and paying them as little as possible. The accumulation of capital in newly emerging economies required, and arguably still requires, that adverse effort-reward bargain.
 Certainly in the nineteenth century, the early stages of industrial growth – in the UK and US no less than in Germany and Japan – required long working hours. It required intensive work routines (indeed the move from cottage to factory was largely prompted by that need to intensify the work process). It initially required the full mobilisation of all forms of labour (men, women and children); and it mobilised them as whole family units by paying wages at the very margin of human reproduction. Starvation wages, long hours, no relief from work and struggle: the early proletarian condition was truly one of unremitting toil, extensive exploitation, and dreadful conditions of life and leisure.

The rise of organised labour movements, and the emergence of social democracy, was a belated response to the horror of those industrial conditions. As labour organised, and as states began to regulate labour markets and production processes – first through factory acts, then through the institutionalisation of bargaining rights – so progressively these absolute forms of surplus extraction gave way to relative ones. The resulting and eventually generalised mechanisation of industrial production broke the limits on productivity fixed by the limits of the human body. Capitalism moved into a managed phase in which northern labour at least could eventually win generalised rises in living standards, the generalised easing of working conditions, and the generalised spread of welfare systems. Level playing fields were created between competing national economies within the industrial rectangle at a higher and higher level of wages and with increased benefits for workers. This occurred because the vast bulk of industrial production occurred in the industrial triangle, labour movements were similarly strong in all the main national economies, and the bar was systematically raised, generation by generation, either by governments of the centre-left or by governments of the centre-right keen to poach a centre-left electorate.

The resulting post-war class accords consolidated within the core industrial rectangle are now being challenged because of the reappearance, elsewhere in the global system, of an earlier form of capitalism. As each of us is doubtless all too aware, in parts of the global economy hitherto excluded from circuits of industrial production, new working classes are now being rapidly created whose current working conditions mirror those commonplace in the north in the nineteenth century, conditions from which northern workers have systematically escaped. So it is not just that the size of the global working class has quadrupled in a generation to which northern centre-left politics now has to respond, though that huge expansion has certainly occurred. It is also that working conditions largely left behind in the north are back in full play in the industrialising south; with the labour conditions in the two spheres brought into direct relationship with each other through the centrality of northern wages to the export-led growth strategies of the globally ‘southern’ industrial owning classes. 

Indeed there is now a growing sense in which, as production spreads and trade flows thicken, that the ‘north’ and the ’south’ are increasingly merging together: retaining their capacity to illuminate as ‘conceptual distinctions as they lose their capacity as spatial ones. Certainly, as I write this in North Carolina, a part of my city is locked into competitive relationships and labour markets that are genuinely “southern”: textile firms and furniture makers obliged to compete with cheap labour-based producers based in continents far away, and to do so either by cutting wages or by taking production out of North Carolina altogether. Yet another part of this same city – its high-tech and medical sectors – knows no such international competitive pressure: at least not yet. Employers and workers in those sectors know competition, but nothing of the intensity faced by their equivalents in furniture and textiles. Public policy in the geographical “north” thus has to contend internally and domestically with a division of working conditions that once was purely external and international. A global system of combined and uneven development has come home to disfigure northern economies, where once it disfigured only the south. The task of the centre-left under those conditions becomes that of simultaneously protecting its own “third world” workers from super-exploitation while strengthening the competitive capacity of its own “first world” ones. Doing these two things separately is never easy. Doing them together, particularly in present conditions, is especially difficult.

Why say “particularly in present conditions”? Because globally, a classic contradiction of capitalism is also re-emerging: that of generalised over-production. Low wages in the newly industrialising south are eroding working class wages in the already industrialised north, and yet those northern wages are central to the success of the southern growth process. Someone has to buy all that is produced, after all, and southern wage levels are insufficient for that purpose. It is a contradiction being held at bay for the moment, by the accumulation of unprecedented levels of personal debt, and major trade imbalances, in both the US and UK economies: America in particular remains “the consumer of last resort” keeping the whole ship afloat. American consumers were certainly key to lifting the world out of recession in 2002 – but at a huge price to themselves: the price of spiralling debt, with more and more people buying goods now out of wages not yet earned, and adding to the cost of those goods over time by accumulating the cost of borrowing to pay for them. Debt practices of this kind must ultimately implode: which is why, until and unless the “race to the bottom” implicit in this unregulated juxtaposition of old and new working classes is broken by policies that move “southern” production processes from their “absolute” to their “relative” moment, all the gains so hard won by the northern working class in the twentieth century must be in serious jeopardy – and with them, the stability of the global system as a whole.

The progressive competitiveness impasse

So is the pursuit of a “strategy of progressive competitiveness” by the political leadership of the US and UK labour movements the best way of reversing this race to the bottom? Gordon Brown certainly thinks so: he has presented his programme of European fairness and flexibility as a race to the top.
 I remain unconvinced that he is right. 

Even if a Brown-like combination of re-skilling and enhanced labour market flexibility were to work, its consequences would hardly be progressive. Equipping people with skills doesn’t guarantee them permanently rising wages. If history tells us anything, it is that wages rise when skills are in short supply, only to fall when they are not. In any case, globalisation is not just about new technologies: it’s also – as we have seen – about a global increase in the supply of those willing to work. Competitive re-skilling to avoid unemployment simply shifts global unemployment around the monopoly board, off the square on which we happen to be standing and onto that occupied by someone less educated than ourselves – and anyway, we’re not the only players at the board. Everyone these days is busy re-educating and up-skilling its labour forces, and eroding hard-won trade union and worker rights. At most, all that a third way “progressive competitiveness” strategy can achieve is what we might call the treadmill effect: everyone running harder just to stand still. It is less a recipe for long-term economic success than for a perpetual intensification of the work process, and a steadily deteriorating trade-off between work and leisure.

At worst, a strategy of progressive competitiveness simply camouflages a race to the bottom behind the language of a race to the top, as one centre-left government after another salami-slices away welfare programs and business regulations in a desperate bid for fickle and impatient foreign capital. This is more the politics of the bordello than the politics of the left – whole labour movements standing around, displaying their wares, trying to attract passing business – credentialising themselves before transient foreign investors whose appetite for ever more concessions is only inflamed by concessions already consumed. Certainly in the UK case, a decade of the Brown strategy has so far failed to effect any significant regeneration of the industrial base. On the contrary, ten years of flexible labour markets and re-skilling initiatives have left the economy with a shrinking manufacturing base (the manufacturing sector now contributing less that 15% of total UK GNP), a huge trade deficit, and unprecedented levels of unsecured personal debt. You get lots of hairdressers the progressive competitiveness way, and plenty of shops: but the goods you buy, and the money you buy them with, are increasingly foreign and borrowed. 

No matter how compelling the rhetoric of a proselytising Gordon Brown can occasionally be, the consequences of his policies hardly constitute a viable base on which to sustain the long-term political dominance of third way New Labour.
 On the contrary, the electoral, as well as the economic, fall out from deindustrialisation of this scale is likely to be considerable; as an overworked and over-stressed electorate eventually reject social democratic candidates who offer them only more of the same: more credentialising, more work flexibility, more job insecurity, longer and longer working hours.

Towards global
 solution

Ultimately, the global dimension to economic activity under capitalism has always meant the same thing: that the conditions under which people labour in one part of the world system is intimately affected by the way people work in another part. That hasn’t changed: what has changed is the proximity and visibility of the inter-dependence. Working conditions in different parts of the world are so intertwined now by the thickening of trade flows, and made so evident by the speed and quality of information flows, that conservative forces insist that they constitute a new reality before which progressive forces are entirely impotent. You cannot tame the tiger, we are regularly told. You simply have to ride it. Unregulated markets may be tough, but they remain the only sure way to stay on top of the animal. 

That cannot be the position of the contemporary centre-left. Production is a social process. It requires social relationships of production. Social relationships can and should be designed by those subject to them. Globalisation has not removed that truth. It has simply enlarged the canvas on which it must be pursued. To defend or extend economic and social rights in core capitalisms, progressive political forces now have to deal with class relationships in economies outside the core; but in truth they always did. The left used to turn a blind eye – leave those far away relationships in their pre-capitalist, colonial or communist form – and pretend that the super-exploitation of second and third world labour made no contribution to its ability to be “progressive” at home. The collapse of communism and the spread of industrial capitalism into hitherto under-developed third world economies now make that blindness impossible. Being “progressive” at home is therefore now harder; but what is required for effective progressive politics is also now clear. The conditions for effective progressive politics in core capitalisms are exactly the same as the conditions required for effective progressive politics in newly industrialising capitalisms: namely the resetting of the balance between capital and labour back in labour’s favour. An insistence on human rights, and the pursuit international labour standards, can therefore no longer be afterthoughts and add-ons to progressive policy packages in the twenty-first century. The design of progressive policies has to begin with them. It has to start by addressing new questions created by new global conditions. It has to start by asking: how do we strengthen the economic and social rights of labour in economies other than our own; how do we ensure that we do not salami-slice away gains made here by generations of workers before us; how do we keep alive the historic struggle to manage capitalism? 

The progressive challenge: managing globalisation
In the early post-war period, it was possible for centre-left political formations in the core economies of the north to play the ‘national card’: to build programmes of economic growth and social reform that united an indigenous labour movement with locally-based employers in common cause. The spread of production and the thickening of trade flows have rendered that alliance impossible: indigenous labour movements remain, but nationally-focused employers no longer dominate production in key manufacturing sectors. Large-scale capital has gone global. What used to be a national bourgeoisie is now, at best, a dynamic small and medium sized business sector operating in the lee of multinational business. The centre-left has no choice – if it wishes to reproduce in this generation the fusion of interests that so civilized capitalism in the previous one – to work at two levels at once: at the supra-national level to re-impose constraints on global capital; and at the national level to strengthen locally-focused businesses and the labour movements on whose purchasing power those smaller businesses so heavily depend.

Managing global capitalism in this way will not be easy but it will be possible; made so because ultimately such management runs within the underlying grain of the global system as a whole. The intensification of pressure on wages, working conditions and job security is increasingly triggering workers’ protests across this new global capitalism, and building a base of shared experiences and interest between workers who were hitherto geographically and culturally scattered. What that intensification has not yet done is trigger a sufficiently extensive debate on the left on the content of the alternative economic strategies that global labour now requires. Ratcheting up wages and working conditions, rather than ratcheting down, will require robust and innovative policy stances on both the labour and capital side of the economic equation. On the capital side, it will require at the very least the taxation of speculative capital, the democratisation of financial institutions, and the re-imposition of capital controls. On the labour side it will require, at the very least, the drafting and enforcement of global labour standards, and a significant extension of the role of workers and unions in corporate decision-making.
 It will also require a new set of global trade rules. Free trade between economies with vastly different wage levels but common access to modern technologies can only spiral wages down everywhere.  Fair trade, not free trade, must become the order of the day: fair trade between areas of sharply differing average incomes, and free trade within areas in which income levels have a greater degree of parity. Free trade within the north, fair trade between north and south. 

Unregulated global markets are in no one’s long-term interest. They hurt workers immediately, and they ultimately bring systemic instability in their wake. An earlier generation of progressives knew that. They used the state to regulate capitalism. They imposed controls on the deployment of capital, and demanded high and rising levels of worker remuneration and rights. They practiced Keynesianism both globally and at home. They managed the global order. They did not surrender to it. It is time that we did the same.
� James Callaghan said this to the Labour Party conference in 1976: “we used to think that you could spend your way out of a recession and increase employment by cutting taxes and boosting government spending. I tell you in all candor that that option no longer exists, and in so far as it ever did exist, it only worked on each occasion since the war by injecting a bigger dose of inflation into the economy, followed by a higher level of unemployment as the next step.” (Labour Party Annual Conference Report 1976, p. 188)





� On this, see Bernard Stafford, “The class struggle, the multiplier and the AES”, in Malcolm Sawyer and Kerry Schott (editors), Socialist Economic Review 1983 (London, Merlin, 1983) pp. 1-23





� On this, see David Coates, Prolonged Labour: The Slow Birth of New Labour Britain, (London, Palgrave, 2005), p. 34





� The phrase is Gordon Brown’s: acting “as the lubricant in the engine of the…economy” –  speaking to the conference on “New Policies for the Global Economy”, London, September 1994





� Gordon Brown, Global Europe: full-employment Europe, (London, HM Treasury, October 2005), p. 11





� This characterization of “progressive competitiveness” is Greg Albo’s, developed in contrast to what he termed the neo-liberal commitment to a strategy of “competitive austerity” viz: “the neo-liberal view contends that unemployment is a specific, individual, voluntary problem of the labour market…in this view, lowering the natural rate of unemployment depends upon lowering inflation, so that capitalists can have more certainty about their investments, and de-regulating non-market barriers which prevent real wages from falling in the labour market and thus preventing new hires and higher levels of productivity and investment.” This programme involves “reducing trade union power, minimizing welfare disincentives to work; improving information flows and labour mobility; leaving investment in training to individual decisions on their ‘human capital’ needs; and eliminating market restraints, such as minimum wages and unemployment insurance, which limit downward wage flexibility….the spread [of these policies] has led to an unstable vicious circle of competitive austerity: each country reduces domestic demand and adopts an export-oriented strategy of dumping its surplus production, for which there are fewer consumers in its national economy given the decrease in workers’ living standards and productivity gains all going to the capitalists, in the world market. This has created a global demand crisis and the growth of surplus capacity across the business cycle.” (Greg Albo, “Competitive Austerity and the impasse of Capitalist Employment Policy”, in Ralph Miliband and Leo Panitch ,editors, Between Globalism and Nationalism: the Socialist Register 1994, London, Merlin Press, 1994, pp.146-47)


�  For an insightful discussion of globalization as “extensity, intensity, volume and impact’, see David Held and Anthony McGrew, David Goldblatt and Jonathan Perraton, Global Transformations, Cambridge, (Polity Press, 1999), p. 15.





� “…the effective global labor supply quadrupled between 1980 and 2005, with most of the increase taking place after 1990….East Asia contributed about half of the increase, due to a marked rise in working age population and rising trade openness, while South Asia and the former Eastern bloc countries accounted for smaller increases.”  World Economic Outlook 2007 , chapter 5, “The globalization of labor”, (IMF Washington , April 2007), p, 162.





� “Globalization in its modern form is a process based less on the proliferation of computers than on the proliferation of proletariats.”, David Coates, Models of Capitalism: Growth and Stagnation in the Modern Era, (Cambridge, Polity Press, 2000), p. 256.





� The literature on ‘varieties of capitalism’ is now huge, most of it reviewed in Models of Capitalism, op.cit. Among the best recent example of this literature is Jonathan Perraton and Ben Clift (editors), Where Are National Capitalisms Now? (London, Palgrave, 2004).


 


�For this argument in more detail, see David Coates, “Capitalist flattening or flattening capitalism”, (Work Organization, Labour and Globalization, 1 (2), Summer 2007), p. 4.





� The term is Thomas L. Friedman’s, in his The World is Flat. A Brief History of the Twenty-First Century, (New York, Farrar, Straus and Giroux, 2005)





� For a pithy overview of contemporary capitalism and its history, see James Fulcher, Capitalism: A Very Short Introduction, (Oxford, Oxford University Press, 2004).


� Not they alone, of course. Free trade agreements – especially NAFTA – have been pushed by third way elements within the US Democrat and UK Labour parties, so demonstrating the closeness of the linkage between neo-liberalism and third way economic strategies. On the linkage for the UK, see David Coates and Colin Hay, “The Internal and External Face of New Labour’s Political Economy”, (Government and Opposition  30(4), Autumn 2001), pp. 447-471. 


� David Coates, Models of Capitalism, op.cit., p. 261





� The ILO reported in 2004 that 2.8 billion people were employed globally in 2003. Nearly 50% of them survived on less than $2 a day; and 550 million of them earned less than $1 a day. (The Guardian, December 8, 2004).


� For a more detailed exposition of this argument, see the unpublished paper  ‘New Class Forces, Old Class Realities”, available at � HYPERLINK "http://www.wfu.edu/politics/coatesd/index.html" ��http://www.wfu.edu/politics/coatesd/index.html�





� The scale and speed of change in China is breathtaking. There were reportedly less than 22 million non-agricultural workers in China in 1978. By 2000 that figure stood at 151 million; and 151 million is bigger than the entire population of every contemporary nation-state bar 5!  Chinese real wages remain internationally extremely low and until recently, also remarkably stable.





� In Guangdong province, for example, “where many export factories are based, base wages are reported at about $80 a month and working hours can be up to 80 a week” ,Andrew Glyn, ‘Global Asymmetries”, (New Left Review 34, July/August 2005), p. 21.


� See for example, his article “Open trade is needed instead of blocking imports”, (Financial Times, September 9 2005)





� The strategy of ‘progressive competitiveness’ is “neither socially progressive at the level of the world economy as a whole nor free of its own internal propensity to be undermined by similar initiatives elsewhere, whose cumulative effect is to leave individual economies persistently prone to the crises of competitiveness, unemployment and social retrenchment that re-skilling was meant to avoid….You cannot get off the treadmill simply by running faster. All you can do by that mechanism is temporarily pass others, until they respond by running faster too, with the long-term consequence of having the whole field increase their speed just to stand still. The victor in such a race is not the runner, but the treadmill.” (David Coates, Models of Capitalism, op.cit, p. 254)





� See on this, Larry Elliott and Dan Atkinson, Fantasy Island, London, (Constable, 2007).





� “The Left needs to create a trade policy that, at the very least, privileges the protection of labour standards, introduces controls on capital flows, and encourages the bilateral negotiation of special trading terms with newly developing economies that pay higher wages. It needs one that replaces the economic maxims of free trade with the social concerns of fair trade, and one that actively manages Aggregate Demand at the global level – in true Keynesian style – in order to undermine the otherwise persistently reproduced inequalities that flow from the unregulated  exchange of goods between unequal trading partners.” (David Coates, Prolonged Labour: The Slow Birth of New Labour Britain, op.cit, p. 211)








�Delete this sentence


�Reset as a quotation. It currently reads as though the words are mine, not Gordon Brown’s


�Delete ‘ern’


�In footnote, replace the word ‘Among’ with ‘Perhaps’


�Replace ‘tigers’ with ‘tiger economies’


�Add ‘the’


�Insert ‘a’





