'‘COMPETITIVEAUSTERITY' AND THE IMPASSE
OF CAPITALISTEMPLOYMENT POLICY

Gregory Albo

1. Thelmpasse of Capitalist Employment Policy

Keynesclosed hisGeneral Theory with the warning that ‘it iscertain that
the world will not much longer tolerate the unemployment which, apart
from brief intervals of excitement, is associated — and, in my opinion,
inevitably associated — with present-day capitalistic individuaism'. De-
spite Keyness convictionthat ‘a right analysisaf the problem[would] cure
the disease’, present-day capitalismis again associated with mass unem-
ployment." This representsa remarkablereversa o the postwar ‘golden
age' d high growth and low unemployment. I n the period from 1966-73 a
state of virtual full employment was reached, with unemployment falling
below 3 per cent in many states, with Germany and Japan even suffering
serious labour shortages. From the oil shock of 1973 to the 1981-82
Volcker recession, mass unemployment spread across the OECD area,
accompanied by accelerating inflation, giving rise to the awkward, if
descriptive, term stagflation. Despite the recovery of the mid-80sand the
squashing o inflation, the majority of the advanced capitalist bloc con-
tinuesto be characterized by low-productivityincreases, 'jobless growth’
and steadily mounting unemployment. Even in the cased what often has
been mideadingly referredto asthe'great North American jobsmachine
unemployment hasfailed to drop back to pre-crisislevels.

The stagnation d industrial production since the recessondf 1991-92
has added further to employment problems. The subsequent 'sck recov-
ery' has shown scarce job prospects (with rates of new job creation in
North America running at about one quarter of previous recoveries).
Stagflation hasfalleninto'disinflation’ but still without growth. Acrossthe
OECD zone unemployment rates are now typicaly double, and often
three and four times, what they wereduringthe'golden ageof capitaism'.
The proportion o the populationactually engaging in paid work contrib-
uting to the total social product has, for the most part, been declining.?
Fewer people are working at full-time jobs— and often at longer hours—
while more people are not gettingenough - or any — hoursd work. The
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proportion of the population dependent on income transfers has, conse-
quently, been secularly increasing.

Theshiftin the principal doctrinesaof employment policy sincethe onset
of the crigs has been, perhaps, even more remarkablethan the risein
unemployment. The postwar periodwasdominated by aform o keynesia-
nism commonly referred to asthe neoclassicd synthesis, or, less favoura-
bly by Joan Robinson, asbastardkeynesianism.’ Thiskeynesianview held
that the unemployed were involuntarily out o work and represented
unutilized resourcesthat could be mohilized to increaseoutput. Capitalist
economies, keynesiansargued, can get stuck at high levelsdf unemploy-
ment: nominal wages tend to be 'sticky’ downwards so that real wages
might notfall to clear the market; smilarly, declinesininterest rates might
not cause capitaliststo invest and thereby to take up more workers. In
either case, thereisalack of effective demand due to the collapsedof the
marginal efficiency of capital (expected profits). Full employment can be
restored only by raising effective demand by increasing privateor public
consumption, bolstering investment levels or by finding new foreign
markets. The point waswell summed by Keynesin The General Theory:

The celebrated optimism of traditional economic theory, which has led to economists
being looked upon as Candides, who, having left this world for the cultivationaof their
gardens, teachthat d| isfor the bestin the best of d| possibleworlds provided we will let
well alone, isalsotobetraced, | think, totheir having neglectedto takeaccountaf thedrag
on prosperity which can be exercised by an insufficiency o effective demand. For there
wouldobviously beanatural tendency towardsthe optimumemploymentof resourcesina
society which wasfunctioningafter the manner of the classica postulates. It may well be

that theclassical theory representsthe way in whichweshouldlikeour economy to behave.
But to assumethat it actually doessoisto assumeour difficultiesatway.!

Following the stagflation experience, there are few adherents to the
keynesianview today that increasingaggregatedemand, ineither theform
of consumption or publicinvestment, will have much effectin stimulating
economicgrowth or lowering unemployment. Even whenthere existsreal
effective demand shortfallsat the national level, dueto dower investment
or tothe pursuit of restrictive budgetary policiesto control domestic costs
for international competitiveness, particularly by the G7 group at thecore
of the world economy, it isdoubtful that astimulative package would call
forth private sector investment at levels high and enduring enough to re-
create an economic boom. It iseven more unlikely that demand stimula-
tionat thenational level —or eventhesupra-nationallevel suchasEurope-
can solve thelong-period unemployment problem which now exists. (Nor
can the international mechanisms and institutions that might supply
stable, long-term, balanced aggregate world demand be identified or
foreseen.)

The general crisisdf unemployment since 1974 has shattered postwar
capitalist employment policy centred on keynesianism. All sides of the
political spectrum haveseemedto cometo agreement on twofundamental
points as necessary to soak up the massive global labour surpluses: the
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need to provide a supply-side stimulative package to spur renewed ac-
cumulation, and maintenance, if not strengthening, of alibera regiond
and global trading regime, through the economicintegration proposed by
the European Economic Community and the North American FreeTrade
Agreement, or via the multilateral General Agreement on Trade and
Tariffs.

Theright's supply-sidestrategy hasfocused on breaking theinstitutional
rigidities built into the Fordist postwar system that limited market disci-
pline, protected workers bargaining power and, through productivity
sharing, maintained aggregate demand. Improved market flexibility
would, itiscontended, increasethereturnstocapital and, inturn, therate
o capital accumulation. The social democratic left's supply-sidestrategy
has also attempted to increaseflexibility and competitiveness, but in this
case by stimulating the introduction of flexible automation through the
systematic introduction of new technologiesby industrial policiesand tax
incentives and by devel oping highly-skilled workers through modernised
training regimes. In either the neo-liberal or 'progressive competitiveness
strategies, the employment policy conclusions run parallel: rapid eco-
nomic growth, export-oriented industrial policies and freer trade are the
only hope to bring unemployment back down to the 'full employment’
levelsof the postwar 'golden age of capitalism'. Thereisno alternative to
supply-side strategies of ‘liberal-productivism' for each firm, region or
country to win a place in the competitive battle for world market shares
and to solvethe unemployment crisis.

The neo-liberal view, initsoriginal monetarist or more recent variants,
contends that unemployment isaspecific, individual, voluntary problem of
thelabour market." | ndividual firmsand workersvoluntarily make, accept
or refuse wage offers. Unemployment isessentially aresult of real wages
asked beingtoo highand profitstoolow, consegquently leadingtofewer job
offers, alower rate of investment and the use of 1abour-savingtechniques.
Attempting to lower real wagesthrough inflation, as keynesian stimulus
does, soon leads to workers wage expectations adapting, leaving the
aggregate labour supply unchanged. Unemployment remains at its nat-
ural, or voluntary, rate of unemployment (which is re-defined more
precisely as the non-accelerating inflation rate of unemployment). De-
mand stimulus, therefore, does not affect real output and thus levels of
employment in the long-term.

In this view, lowering the natural rate of unemployment depends upon
loweringinflation, so that capitalistscan have more certainty about their
investments, and de-regulating non-market barriers which prevent rea
wagesfromfallingin thelabour market and thus preventingnew hiresand
higher levels of productivity and investment. The measures to improve
labour market flexibility are primarily ‘defensive’ in nature, that is, they
involve rolling back institutional securities for workers built into the
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postwar labour market and welfare state. This defensive flexibility in-
cludes: reducing trade union power; minimizingthe welfare disincentives
towork; improvinginformation flowsand labour mobility; leaving invest-
mentintrainingtoindividual decisionson their 'human capital’ needs; and
eliminating market restraints, such as minimumweagesand unempl oyment
insurance, which limit downwardwageflexibility. By movingto an unregu-
lated free market, economic adjustment would instantaneously produce
market-clearingwagelevels(with the principledf substitutabilitydf 1abour
and capital making any bias to capital-usingtechnological change unim-
portant except for determiningthe rated growth). In effect, Say's Law is
restored, and al unemployment is a voluntary, individual choice given
existing competitive conditionsin the market.

In one form or another, the neo-libera approach has dominated the
agendadf employment policy sincethelate1970s. It hasnot stood up very
wadl against actual economicexperience. At the most basiclevel, theneo-
liberal positionhas never provided asatisfactoryexplanationas towhy the
natural rate of unemployment should vary so much over time, between
countries. or for anv number of institutional reasons. Rather than exhibit-
ing any tendency toward an optimum employment o resources, more
than anything el se, as Keyneswarned, the natural rate seemsto track the
historical rate of unemployment. Bringing down the rate of inflationand
increasng wageflexibility through the1980s hasnot meant areductionin
unemployment. On the contrary, fiscd and monetary restraint have
contributed to the deflationary tendency of the crisis by squeezing down
socid and wage costs thereby taking demand out of the system (in the
process seriously damaging the neo-classical notion of a vertical Phillips
curveat anatural rate o unemployment).

Indeed, the spread across the capitalist bloc of neo-liberal policies of
keeping wage increases below presductivity growth and pushing down
domestic costs has led to an unstable viciouscircle o' conpetitive aus-
terity: each country reduces domestic demand and adopts an export-
oriented strategy of dumpingits surplus production, for which there are
fewer consumersin its national economy given the decreasein workers
living standards and productivity gains al going to the capitalists, in the
world market. Thishascreated a global demand crisis and the growth of
surplus capacity across the business cycle. The structural asymmetriesin
the payments position o the major countries, notably the deficit of the
U.S. which has played the role o absorbing other countries export
surpluses since the postwar period, have thus proven intractable. As a
result, unemploymentisspiralling upward evenin the centreeconomiesof
Japan and Germany which are running paymentssurpluses. Solong asall
countries continue to pursue export-led strategies, which is the conven-
tional wisdom demanded by IMF, OECD and G7 policiesand thelogicdf
neo-liberal trade policies, there seemslittle reason not to conclude that
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‘competitive austerity’ will continueto ratchet downthelivingstandardsof
workersin both the North and the South. Only the most dogmatic of
market economists, o which there are all too many today, can still hold
that neo-liberal policiesoffer arouteout of the jobscrigs. (Or they must at
least concedethat these policiescan only besustained by further ‘Brazilia-
nization' o having theworking classesdf the North and the South bear the
burden of adjustment imposed by the contradictionbetween the interna-
tional payments constraint and export-oriented policies.)

2. Competitiveness and the Productiondf Skills

The social democratic supply-side perspective also stresses the need for
labour market flexibility 'to compete in the new global economy' to
mai ntai n domesticemployment. In thiscasethefocusislessonincreasing
wage and market flexibility which, it isargued, hascaused theincomeand
work polarisation o the 1980s. Rather, the notion is of an offensve
flexibility whereby the training of highly-skilled workers contributes, or
indeed causes, the successful integrationd new technol ogiesand flexible
workplaceadaptationtoshifting market demandfor products. Thelack of
an appropriate skill profile of the labour force and a dynamic training
regime, thisview contends, causesa mismatch betweenworkers skills and
thedemandfor labour asaresult o technol ogical change. Themismatchis
registeredin dow industrial adjustment to market changesand thushigher
rates of unemployment. By re-training and adjusting workers' skills, the
didocations from technological change will eventually work themselves
out asfirms adapt to the new competitive conditions at higher levels of
output. In its essence, this position was elaborated best by Joseph
Schumpeter:

Economistshave a habit of distinguishingbetween, and contrasting, cyclical and tech-

nological unemployment. But it followsfrom our model that, basically,cyclical unemploy-

ment istechnological unemployment. . . . Wehaveseen, in fact, in our historical survey,

that periodsof prolonged super normal unemployment, coincidewith theperiodsin which
theresultsof inventionsare spreading over the system.$

The high unemployment levels confronting the advanced capitalist
countries today, then, are caused by a shift to a new technological
paradigm: the end of the mass production processesdf Fordism and the
transition to the new flexible work processes and automated factories
brought about by the microel ectronicsrevolution. The period o economic
transition acrossthis'industrial divide' can be shortened, however, by re-
tooling of factoriesand rapid adjustment o work skillsto meet the new
competitiveconditions. Thisposition suggeststhat supply, in thiscasethe
supply o skilled labour, will createitsown demand, and that the processes
of national adjustment, and existing demand conditions, provide no
significant long-term barrier to lowering unemployment. Successful mi-
croeconomic adjustments on the supply-side will lead to desired mac-
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roeconomicresultson the employment side. Thisview can betermed the
'progressive competitiveness model — adapted by social democraticparties
acrossthe OECD and by the DemocraticClinton regimeinthe U.S. - of
creatingglobally competitive, high value-added firms using highly skilled
workers. Trainingpolicyis, in thismodel, the cornerstoneto job creation
and an aternate responsetothe’'competitive austerity' resultingfromneo-
liberal labour market strategies.

But how shouldwethink of trainingpolicy withincapitalist societiesand
can we infer the employment conclusions drawn by the ‘progressive
competitiveness strategy? Since the publication o Harry Braverman's
remarkablebook, Labor and Monopoly Capital,' there hasbeenaverita-
bleexploson of studiesd the capitaist |abour process. Braverman's own
view that the structural tendency of modem capitalism is to uniformly
extend Taylorism, and thus de-skill workers, islimited. Not only does he
fail to fully account for a differentiation of skills across occupations, his
thesisal so appears historicallyboundto the deep separation o conception
from execution characteristicof Fordism. Y et, even more insensitiveto
skill differentiationhas been the view, associated with Michagl Piore and
CharlesSabd's The Second Industrial Divide: that microelectronicsleads
to auniform processd skill enrichment. Thislatter sentiment hascharac-
terized most recent writings on the skills impact of the new production
conceptsand is central to the progressive competitivenessmodel .

Therea lesson o the many studies of the labour process, however, is
that asocial choiceisinvolvedintheorganizationd theworkplace, albeita
choice severely constrained by the relations of production particular to
capitalism.® This dynamic relationship between technological changes,
work organization and skills has been neglected until recently.” Depend-
ing on whether one was reading the economics or sociology literature,
technology or organizations caused a certain type of labour process and
hence a specific national growth model. But as Michael Storper notes:

Inreality, both ‘firms’ and'industries arebeingredefined, such that thenotionof returnsas
grictlyinternal losesitsmeaningin any dynamic, historical sense. In sum, in functioning

industrial systems, both the division of labour and technological innovationstend to be
endogenously and dynamically reproduced and are, in turn, mutually reinforcing."

An important factor affecting this socia choice - little considered
because of the assumption  either progressive or regressive advance of
worker skills through the growth of the market - is the 'technical capa-
cities o the national labour force and the role o the training processin
determiningwhat goesinto thelabour process. Withthe old technological
paradigm o Fordism in decline, the development of ‘technical capacities
alsoraisesfundamental political questions. If thelabour movementshould
support the end of Tayiorism— one o its historical demandsfor the re-
uniting o head and hand — on what basis should it commit itself to
upgrading the skills d workers so as to expand the capacities for self-
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management?How should the productivity gainsfrom moreflexiblework
processes be shared-out so as to increase employment and equalize
income?

Thefailuretotake up thesequestions, at least within North America, is
witnessed most clearly in the 'human capital school’, the position which
has dominated the analysisand policiesd training sincethe 1960s, and is
most associated with neo-liberal employment palicies.” The conceptual
cored human capital theory is the view that individualsinvest in them-
salves (in job search, information sources, qualifications, migration) for
thesakedf future monetary returns— areturn oninvestmentin skills(non-
pecuniary returnsfrom educati on beingignored or reduced to a monetary
value). Asoned thefoundersaof theschool, T.W. Schultz, put it:

L abour ershave become capitalistsnot from a diffusion of the ownership of corporation
stocks, asfolklorewould haveit, but from theacquisition of knowledgeand kill that have
economicvalue. Thisknowledge and ill arein great part the product of investment and,

combined with other human investment, predominantly account for the productive
superiority of the technically advanced countries.

Atthelevel o thefirm, individual enterprisesrespond to relative costs
of factor inputs, including varied typesaf skilledlabour, and then set the
demandfor labour. Even with non-homogeneousunitsd labour, produc-
tion functionssubstitute units of labour and capital at the marginwith no
substantive, or at least dynamic, variationin technique. At thelevel o the
individual, price sgnasare sufficient to yield the required investment in
skillsand thussupply of skilled workers. For firmsor individual straining
occurs by comparing the cost of investing in skills with the additional
revenuesearned. In short, human capital theory suggeststhat the labour
market yields private market signals to individuals which are not at
variance with the socia signasfor the economy and society as a whole.

But the treatment of skillsasacquired individual attributestradeablein
the market, and thus a claim for a high wage based on a high marginal
productivity, isserioudy flawed. One of the tenetsof dual labour market
theory which still meritsattention isthat the labour market is something
less than homogeneous in its treatment o individual workersand in its
structure. The earningsdf workers are significantly influenced by factors
such as gender, age, race, and socid origin, so they cannot be reduced
smply to a return on investment in human capital. As well, systematic
barriers to occupational mobility and employment instability for one
group of workerscan be contrasted with the stable employment advance
throughinternal labour marketsd firmsfor other workers.* Regardlessof
whether such a strong dualism should be attributed to technology and
market structures, specificskillslearned through on-the-job training tends
to be limited to core workersin technically advanced firms. The market
alonedoesnot provideeither adequateskillsor stableemployment. Thus,
thedualistspointedout, if investmentin skillsisimportant, itisunlikelyto
be adequately provided in terms of volume or of equal access for all
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workershby the market. Public programmesfor training and employment
areessential.”

Apart from thelack of trainingdueto differencesof industry structure,
there are additional reasonsto suggest that the problemsof market failure
extend to individual firms and eventually across the economy.* Firm
investment in training resides with the individual worker and not in
physica assets; the 'human capital' attached to the trainee is thereby
mobile. Thisisespecialythecasefor what Gary Becker cdls'transferable
skills and competencies’.” These general skills will increase individuad
productivity equivalently for any enterprise, and contrast to the specific
trainingthat increasesindividual productivity primarilyin thefirm provid-
ing the training (althoughlittle training is completely specific to asingle
firm). Skillsprovided by general training are, consequently, ir: danger of
being'poached': individual firmsmay foregothecostsdf training,findingit
instead to their advantage to bid trained workers awvay from the training
firm by providing a higher wage. If this occurson a wide enough scale,
training firmswould ceasetotrainfor they wouldlosetheir investments. In
other words, marketswith 'poachers and 'trainers are unstable; market
failuresin this type of 'employer-centred’ system will lead to skill short-
ages. Sogovernments, again, havearoleto playintheprovisonad training
either by a grant-levy scheme to equalize private training or through
institutional publictraining programmesproviding a collective good.

The expansiond state training programmesin the 1960s and 1970sto
cope with the problem o poaching sparked a further response, par-
ticularlyin Britain, Canadaand the U.S., from human capital theoriststo
re-establish the primacy o a private market in training — a response now
embedded in the neo-liberal labour market policies o the Anglo-
Americancountries.® The human capital theoristscontendedthat, at |east
theoretically, themarket would providespecificskills. Y et they al soagreed
that firmswould be unwillingto financegeneral trai ning that involved costs
that could not be recouped because of poaching. The problem, however,
was not market-based training, but trainee wages that were too high
relative to their marginal product. If these wages were brought in line,
either by wage subsidies or lowering trainee alowances and minimum
wages, poachingwould be pointlessasall firmswould undertake training.
The market would again supply price signals appropriate to socialy
efficient training levels.

This neo-liberal strategy o privatizing training had disastrous con-
sequencesfor workers and skills training throughout the 1980s as firms
failedto provide adequatelevelsdf trained workers, and workersdropped
out o training programmesbecaused alack o decent living alowances.
Unskilledworkerson training programmes, moreover, often becamelittle
morethan subsidizedwaged |abour, especiallyinthe Britishand Canadian
training programmes, on the bass that any paid work provided basic
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training for further employment. The return to market-driven training,
therefore, represented the market failuresof insufficient volumesd train-
ing and asocia polarisation amongst the recipientsd training.

The 'progressive competitiveness advocates o training policies for
moreflexibleworkplaces, moreover, began to point to morefundamental
limits o market-driven training which were blocking skills adjustment
(and thusallowing unemployment unnecessarilyto climb). The problemof
training market failure, for example, meant that a labour market intel-
ligence network was till required, but the rush to privatization had
seriously compromised the capacities of the labour exchanges (a key
project of social democraticreformerssincethe turn of thecentury). For
instance, formal trainingfor higher educationor technical trainingtendsto
leave the costs (foregone incomeand direct outlays) with the individuals.
As predicted by human capital theory, ‘workers pay for their own school-
ing. But imperfectionsin the capital market, especially equal accessto
loans for trainees of different socia origins, will remain. Substantial
financia programmesand trai nee alowances—which alsoinvolveoccupa
tional selection decisionsby the state on what to providefundingfor - will
be required. There is, furthermore, unlikely to be perfect information
about occupational choices, for youth and older workersin particular, so
sKkill ‘investments’ will not necessarily be efficient. Thetypical activitiesof
labour-market boards - counselling, job banks, placement, mobility —
remain imperative if the market is not to undersupply skills. Limiting
skilling to calculationsdf returns on investment will, in fact, yield fewer
returns in terms o skilled workers than if training and education are
viewed as socid rightsto be guaranteed by the state.

A period d transition between techno-socia paradigmswill compound
all these problems into serious obstacles to adjustment and high unem-
ployment, The problem of poaching, for example, will tend tointensifyin
market-driven training systemsin a transitional period. Few skills are
exclusveyfirm-specificand bidding warswill ensuefor workerswith the
new skillsin demand. So unlessrigidinternal labour marketsarein place,
or the firm is in a monopsony position, capitalists will, in general,
underinvestin training. Firmsin acompetitivecost crunch, moreover, are
likely to cut training costs as a first step to cutting labour costs (as has
happened asaresult of moreopen economiesand import pressuresduring
the1980s). Asaresult of thesetwo pressures, skill shortageswill appear in
recoveriesfrom recessionswhich, in turn, will spur poachingfrom weaker
firms (many of which will be start-up new technology companies). In a
period of atechnological paradigm shift, training failures will inevitably
lengthen the period of adjustment and provide the basis for wrenching
levelsdof unemployment for countriespushed downthe neo-liberal path as
weak firmslose their skilled workers and competitiveedge.

Finally, the neo-liberal defencedf market-basedtraining, criticspointed
out, dependsuponstatic parametersin thedemandand supply of labourin
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theshort period (and pureflexibility d skills and wagesin thelong period).
Thisassumesthat individual capitalistsknow ex antethe appropriateskills
toeven new techniquesandthat ex post theseskillswill besupplied to meet
theaggregateneedsd al capitalists. But thisisnot likely, giventhefallacy
of composition problems underpinning the logic, to be the case. An
oversupply d high-level general skills in the labour market will in fact
makefor an easier transitionto more advanced production techniquesand
amore flexibleworkforceto meet changing market demands. Thisisthe
foremost principle drawn by the 'progressive competitiveness strategy
fromthe training policy debate: product strategiesare linked to available
skills and technological advance places a premium on highly-skilled
workers.

The systemic failure o the market to provide comprehensivetraining
suggests that skills may be seen best as a ‘public or collectivegood'. Ina
powerful series o essays, Wolfgang Streeck has argued precisdly this
point:

. . . the fundamental uncertainty for employersrecoveringtheir training expensesin an
open labour market . . . turnsskills, from the viewpoint of theindividual employer,intoa
collectivegood. If an employer providestraining, heisno morethan adding to acommon
pooal of skilled labour whichisin principleaccessbletoall other employersin theindusry
or locally, many of which are his competitors.. . . Asaresult, there will be a chronic
undersupply of skilled labour. . . . In thissense, | regard skillsas an example of what |

described ascollective,social productionfactor swhich capitalist firms, actingaccor dingto
therational utilitarian model, cannot adequately generateor preserve. !

Thisisanimportant conclusion, and onethat can bewiddy endorsed: if
left to themarket, training will occur, and powerful corporationslike| BM
may even provide high quality training and developstrong internal |abour
markets, but these will be isolated 'idands of excdllence. Non-market
training institutions are essential to the adequate provision d skills (par-
ticularly to the accessto skillsby individua workersin marginalized social
groups). A neo-corporatist training regime, as argued by Streeck and
endorsed by the 'progressive competitiveness strategy, would be a pre-
ferred option to the market.” In thisview, firms, regulated by corporatist
structures like the German Works Councils, are the ideal places for
training. State training programmes, like markets, may equaly fail to
providethe needed 'callective skillsgood'. Schoolsare not theideal places
to create work skillseven if the skillsneeded are general and palyvalent,
This does not mean that formal classroom training is absent — even the
famous German apprenticeship system includes this component; but it
does mean that on-the-job training is suited best for producing the
dynamic training regime and skills attributes, including the 'socidization
in work-related values, demanded by 'the new competitiveconditionsin
world markets’.*

Theobstaclesto asuccessful corporatiststrategy alongGermanlinesare
enormousin the Anglo-American countrieswhere the experience of on-
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the-job training is mixed and the political conditions to produce works
councils are decidedly remote. Even when the state hasextensively regu-
lated on-the-job training, it often has meant little more than firms provid-
ingbrief, firm-specifictrainingfor semi-skilled workers. Inintroducingthe
Japaneseflexiblework processes, firmshave used training asmuchfor the
inculcation of ‘corporate culture' asfor actual skills training. On-the-job
trainingfor peripheral workers, moreover, has often smply meant brief
periodsaf employment without the skills upgrading necessary toimprove
labour market chancesin the long-term (and certainly not the devel op-
ment o the skills requisite for more active citizenship in the broader
community). Publicly provided programmes, and institutional training
centres supplying formal qualifications, have been essentia to providing
skills and broadeningaccesstotraining. A strong publiccoretotrainingis
often seen, therefore, as necessary in North Americato facilitate adjust-
ment to the new work processes and to have productivity gains spread
across the national economy.

Thesethree principal meansd regulatingthe training o workers—the
market, corporatist institutions, or the state — are rooted in different
societiesin quite distinct ways. In Japan, a highly segmented, formal
schoolingisfollowed by extensivetraining at thefirmlevel, with thefirm's
investment maintained by extremely rigid internal labour markets. Ger-
many appears as the example par excellence of corporatist regulation of
training. An extensiveadult and secondary vocational educationstructure
isadded to a highly devel oped apprenti ceship system, jointly regul ated by
unionsand managementthrough workscouncils. Sweden, in contrast, has
a strong public component to training, particularly for the unemployed
and to encourage worker mobility, supervised by the National Labour
Market Board. The North American'market model' of training hasbeen
more varied and ingtitutionally unstable: Canada and the U.S. have
alternatively relied upon 'poaching’ skilled workers from other nations
through immigration, public training programmestargeted at the disad-
vantaged or the highly qualified, and firm-specificmarket supplied skills.

Thesedifferent national formsof producingskills have becomeimport-
ant, accordingto the progressivecompetitivenessmode, to current indus-
trial restructuring. The production o skills and the type o national
training regime areimportant not just for flexibilityin general but theki nd
of flexibility firms will adopt. The old mass production processes of
Fordism tended to rely on asharp separationdf conception and execution.
Therigid differentiation of tasksproduced askill polarisation: conception
concentratedin specialisttechni cal skillsin design offices; skilled manufac-
turing and trades jobsfilled by apprenticeshipor specidlisttraining; and a
mass o unskilled assembly jobs with limited specific training tied to a
minute divison o labour. In contrast, flexible automation tends to use
reprogrammable technologies to re-integrate production and design.
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Work organisation can consequently be more flexible, in responding to
differentiated product demand. FHexible automation, moreover, requires
workers that are more flexible, emphasizing multi-tasking and multi-
skilling, general skills rather than specificones, and analyticand problem-
solving abilities rather than mere procedural capacities. Thus kills are
likely to be decisiveto are-organized|abour process— bothto exploit the
potential productivity of new technologiesand to involveworkersdirectly
in improving productivity — for firms attempting to export high value-
added products.™
Y et just asFordism differed between nations, the'progressive competi-
tiveness strategy contendsthereisunlikelyto beauniformadaptationd a
new form of work organization under aregimed flexibleautomation. As
Arndt Sorge and Macolm Warner have emphasized, training and
qualificationstructures appear linked to technol ogical adaptation but are
embedded in national traditions."” The availability of highly skilled
workersin countries with strong training institutionspermits quick re-
deployment of labour to new technologiesand productswhich, in turn,
hel pspreservetheskills baseand competitiveness. I ncontrast, incountries
with weak skilling structures and old products, a low skills equilibrium
seemsto develop which forces downward economic adjustmentsto com-
peteonthebasisd costs. | nother words, there appear to benational forms
o flexibility, dependent uponthetraining regime, in respondingto market
uncertainty and new product demands. Thetask d employment policyis,
then, to upgrade the national training regime. Within socia democratic
thinking, this conclusion has been most forcefully stated by the Canadian
Steelworkers:
What has becomeknown asthe high-skill businessstrategy refersto a cluster of business
strategiesthat are compatiblewith secure jobs providing fair wages. . . . The high-sKill
option requires businesses to pursue strategies of increasing value-added rather than
strategiesto reduce labour's share in existing value-added. . . . We need enlightened
management who recognizethe importanceof competing in higher value-added markets
on ahigh-skill basis. . . . Oncethereisa commitment to truly developingworker skills and

ther roles in a workplace, workers will be partnersin building toward sustainable
progperityin their workplacesand commmmnitics. ™

If a country, or region for that matter, is to keep its export share, or
increaseit to boost employment level s, employment policy must haveasits
central concernthe productiondf kills. Trainingleadsto jobs, and highly-
skilled trainingisthe basisfor thegood jobsin high-valueadded, globally-
competitive firms that will put an end to '‘competitive austerity'.

The training policy regime advocated by the progressive competitive-
ness strategy is superior to the neo-liberal model in terms of both the
andyssd marketfailureinthe provisond skills and the positiverolethat
trainingcan play in adjustment. Theinsght that trai ning structurescan act
asaleveragetoimprovefirmlevel adjustmenttothedemandand quality of
products, for instance, isimportant. Similarly, the conclusion that highly-
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skilled, involved workerscan begin to reversethedeskillingof work under
Taylorism, and add to labour productivity, is a result with important
implicationsfor the labour movement as a whole. To the extent that
worker involvement and training policy are collectively negotiated with
organizedworkersat theplantlevel, and through el ectedworkscouncilsat
thesectoral level, thereisthepotential capacity to makematerial advances
to worker self-management that has been limited by the management
rights clausesthat were part o the Fordist productivity-sharingbargain.

But it is not possble to generdize, as is done by the progressive
competitivenessstrategy, that upgrading skillsin line with the new tech-
nologies will resolve the problem of unemployment. This position must
assumethat levelsdf unemployment have not been secularlyincreasingfor
some time (a questionable proposition for the OECD zone). It must
further assumethat the volume and distributiond hoursdof work is, more
or less, already adequate. Present unemployment can then be posed as
essentially an adjustment problem caused by lagsin skill development in
response to new technol ogiesand competitiveconditions. These assump-
tions are problematic: numerous studies have shown that the leve o
unemployment hasbeenincreasingfor sometimefor any degreed capital
utilization suggesting a growing surpluslabour force; aswell, the level of
unused capacity hasbeenincreasingindicatinggrowing demand problems.
Inthese conditions,training will raisethe averageleved o skills, but it will
not mean more jobswill be available.

The progressive competitiveness strategy hinges, then, on sustained
high rates o growth in world (not necessarily national) marketsto lower
unemployment. This depends upon a number d equally strong and
dubious assumptions. It depends, for example, on higher value-added
production spreading across the national economy so as to replace lower
value-addedstandardizedproduction beinglost tolow wageproducersand
regions. Thisentailsthe very largerisk that the de-industrializingsectors
will decline at afaster rate, and with greater employment losses, than the
rate of expansion of sectors of high technology. The high technology
sectors being boosted must also see no cost advantage to moving to low
wage productionsites (although thereisample evidencethat they do and
that developing countries are able to supply skilled workers). Export
growth in high technology sectors, moreover, must be more rapid than
previouslevelsaf exportgrowthif unemploymentisnot to grow becausecdf
higher capital-labour ratiosin these sectorsrelative to the declininglow-
wage sectors.

It isan extremely suspect proposition that rapid enough accumulation
can be achieved in world marketsto accommodateall the countriesand
regionsengaged in this high-growth, high-productivity, high-tech export-
oriented strategy. That would take a near-miracle in itself. Yet more
basically the extension of the export-oriented strategy beyond a single
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country ignoresthe ssmpleproblem of who isgoing to bear the payments
deficits as dl companiesand countries squeeze codts to pursue the high
value-added, export-oriented industrialization strategies that is to solve
the national urnemployment crisis. Will it be the deficit-plaguedU S and
Canada? Will it be the export-oriented Japanese and German economies
engaged in their own fiscal crises and trying to maintain payments sur-
pluses to expand their spheres o influence? Can the Asian 'miracle
economies suddenly reverse their industrial structures and become
launched on animport binge? Or, perhaps, the devastated economiesand
workersaf Africaand South Americacould do theworld economy agood
turn?

Theasymmetry of al countriespursuingexport marketscan only add to
the competitive pressures to bargain down national wage and socid
standards. As low-wage zones increasingly adopt leading edge tech-
nologies- as mobile productive capital from the North establishes new
plantsin these zonesbecaused their own high technol ogy strategies—the
downward wage pressure will accelerate (as it must with global 1abour
surpluses). But, as has become dl too evident, the bargaining down
process takes demand out of the system, with no clear compensating
source, precisely when moreoutput isbeing put on theworld market. The
cumulativeeffect isto add to the realisation problemsdf growing surplus
capacity and afurther spiral of unemployment. The distributiondf hours
of work aso polarizes to meet the new competition: multi-skilled core
workersare pushed to work longer hoursto recoup training investments,
while peripheral workers and the unemployed scramble to get enough
hoursdf paid work. The progressive competitivenessstrategy isforced to
accept, as social democratic parties have been willing to do, the same
‘competitive austerity' as neo-liberalism, and further '‘Brazilianization of
the Wedt', asa cold necessity of present economicconditions.

3. Beyond 'Competitive Austerity'?

Therelationshipd training regimesto overall employment policy retainsa
central importance. New qualificationsand skills may affect the speed of
adjustment for individual firms, or even countriesif a strong training
regime has been ingtitutionalized. But there is no reason that thisshould
increasethe genera volumed employment particularly asother firms and
regions adopt (asthey appear to be doing) the same progressive competi-
tiveness strategy. Under these conditions national (or regional) employ-
ment isincreasedonly to the extent somebody el se (or someother region)
is bested and put out of work. The distribution of work, but not its
aggregate volume, is altered: the result is better-skilled workers but
unemployed in the same number (or higher if al countries pursue cost-
cutting to improve export competitivenessand take demand out d the
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system). Indeed, the rationalisation of production from the new work
processes has not meant higher world growih rates so that productivity
gainshavelargely been at the expensedf employment causingthe 'jobless
growth' phenomenon. The productivitygrowthfrom new technol ogieshas
consequently been profoundly inegalitarian: the permanently displaced
workersand unemployed suffer decliningliving standards; the re-trained
multi-skilled worker often gains in greater job security and lower con-
sumer costs; and the owners o capital, and their managers, take all the
increasesin productivity and output.

Thedanger inthepresentsituation—-andit isaready afeatured current
international conditions- is to push every country, and even the most
dynamic firms embracing the new work processes, toward competitive
austerity. Robert Boyer has captured wdl this dilemma:

Ontheonehand, thereistheopportunity tomitigatesomeof theworst featuresof fordism:
lessneedfor ahierarchy exercisingauthoritarian control, the possibility of doingaway with
tedious, dangerous, or purely repetitive jobs, opportunities of raising qualifications
through general and adequate technical training. . . . But on the other hand not all
companies or sectors are in a position to adopt this strategy: falling back on cheap,
unskilledlabour isagreat temptation — and a very real danger, particularly 88 minimum
wagelevelsarelowered. . . . Equally,itisnot certain that computerizationwill undermine
the historical division between manual labour and intellectual work. If some repetitive

tasks can be abolished and others made potentially more varied and interesting, the
rationalizationand taylorization of intellectual work itself may eexur.™®

If the 'worst featuresof fordism’ are to be avoided, then the question of
unemployment must be directly confronted.

There have been few credibleexplanationsd the post-crisisdivergence
in unemployment rates to befound in any of the explanationsfrom either
the demand or supply side. Numerouscrossnational correlational studies
seem to have conclusively demonstrated that there isno simple, uniform
rel ationship between economicvariablesand thelevel of unemployment. ™
In general these studieshavefound variouspolitica variables, suchasthe
extent d coporatism, the compositiond the governing block, to be more
telling. Theconclusiondrawnfrom the'politics matter' studiesisbold, and
grikingly at odds with mainstream economic thinking: 'mass unemploy-
ment is unnecessary; full employment is a matter of (social democratic)
political will." Thisconclusion can besustained, however, only at the most
general level, in that somestateshavedone better in containing the growth
of mass unemployment, even while al states have been doing worsein
employingtheir labour forces. It does point, however, in the direction of
studying the particular history and economic institutions of nationa
employment policies.

AsGoran Therborn's book, Why Some PeoplesAre More Unemployed
than thers, ™ argues, the postwar national routes to employment success
and unemployment disaster have been diverse. Some states, such as
Swedenand Japan, have managed to performrelatively better in termsof
unemployment, while other states, such as Britain, Canada, and the
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Netherlands, have become high unemployment disasters. The allocation
of unemploymentwithinnational labour forces, moreover, isdistributedin
strikingly different ways. Unemploymentin Italy, for example, hastended
to fall disproportionately on the young and women, whereasin Britain it
has fallen more on males. Germans have withdrawn from the labour
market with sharp declinesin labour force participation (especialy for
older workers). The Swedes, in contrast, have expanded public employ-
ment and massively increased part-time work. North Americans have
dlowed the part-time, peripheral workforce to grow; at the same time
average hours d work among core workers has increased. Although
labour reserves appear as afundamental feature o capitalist production
within al these countries, and have grown in importancesincethecrisis,
capitalist societies exhibit an extraordinary range o possibilitiesfor the
distribution of and paid work and socia arrangements for containing
unemployment.

Eveninthenarrow keynesianismd theneoclassica synthesis, therewas
animportant rejectiondof somed thedefencesd pure market economies.
Keynesianreasoninglaid to rest the doctrined Say's Law — amainstay of
neoclass ca economicssincethe19th century - that supply createsitsown
demand by generating the income to purchase the output produced
making slumps, and labour surpluses, impossible. The keynesian revolu-
tion suggested that capitalist economies, and especially labour markets,
are not self-adjusting to fluctuationsin supply and demand: asaresult of
expectations about the future, market adjustments can move as easly
away from ‘full employment equilibrium’ as toward it. This conclusion
contained a broader implication, one little noted except within the marx-
ian tradition: economic adjustment takes placein real historical time and
under the constraint of existing economic institutions.

Michael Kalecki pointed out that there are essentially three ways to
bolster effective demandfor employment: deficit spending through higher
publicinvestment or subsidiesto private consumption; stimulating private
investment by lowering interest rates or tax concessions; and, findly,
redistributionof income (and work) from higher to lower income classes.
The policy path pursued over the postwar period has had important
implications for the post-crisis capacity of national states to contain
unemployment.

Keynesian policies relied extensively onfiscd policy (and partly mone-
tary policy) attempting to stimulate privateinvestment and much lesson
deficit spending, increasing consumptionsor redistribution. This budge-
tary approach entailed keeping private sector growth rates as high as
possible through ever greater cuts in corporate taxes, subsidies and tax
incentivesto keep investment levelsincreasing, and to offset the capital-
using biasdf technol ogica change(givenrelatively constant hoursa work
and distributional shares). The economies of North America were the
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examples, par excellence, of thismethod of keepingemployment high. As
traded goods began to occupy an increased share of domestic production,
the national economies which had adopted this strategy have had to
engage in ever-increasing levels of competitive bargaining to attract or
keep capital. The weak labour market and training structures devel oped
over the postwar period added to the North American employment
problem: skilledworkershad either been 'poached' from Europeor left to
the random individual decisions of the private sector; the rapid labour
supply growth which had fed postwar ‘extensive accumul ation' now trans-
lated into the massivegrowth of low-waged job sectors; and workers with
‘good jobs' in unionized firmswereforced into concessionsbargaining to
keep capitalistsin their communities and to hold off the swellingrolls of
unemployed and low paid workers queuing up for the good jobs promised
by the'American way of life.

Although deficit spending was never extensively engaged in for mac-
roeconomic stabilisation, European states, more than North American
ones, stimulated publicinvestment, and expanded the size of their public
sectors, usingtheinvestment asa platformfor continual modernization of
infrastructure and industry. But the end of the 'golden age' and the
competitive pressures of more open economies also showed the limits of
this strategy. To the extent the European statist strategy disengaged a
larger proportion of annual output from the market economy, and to the
extent it contributed to the maintenance of alabour processmodel using
the most advanced techniques and work processes effectively involving
workers, this method helped to stabilize employment fluctuationsand to
keep employment high.

But the 'eurosclerosis’ disease of institutional rigiditiesin the labour
market that served asthe basisfor containing unemployment became an
obstacle with increased capital mobility: European capitaliststook their
investments to where wages and work standards werelower or wherethe
rate of return was higher (as in the U.S), effectively shutting down
domestic accumulation. To try to keep investment at home and to hold
market shares, European states also have been forced to hold back the
public sector, to alow increasedindustrial rationalization and shedding of
workers, andto raiseinterest rates. France's socidist reflationof theearly
1980s, for exampl e, had moresuccessesthan often given credit for interms
of avoidingthe extensivedownturn of therest of the OECD area, andin
rationalizing industry from nationalizations. But the keynesian reflation
could not be sustained onitsown against aworld economy marchingto the
tune of restraint and capital mohility. The jobless rates in France, there-
fore, did not stay down once the reflation ended. The French socialists
subsequently moved toward the neo-liberal approach of stimulating pri-
vateinvestment, followingthe route adopted el sewhere, but had evenless
successin containing the drift toward persistent double-digit unemploy-
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ment. As aresult of these forces, mass unemployment has spread across
the European statesaswell, notably in Germany, France, and Italy, which
had adopted the public sector route to maintaining high employment.
Alongwith North America, they too have pursued neo-liberal adjustment
policiesand export-oriented devel opment at theend of the 1980s, alowing
unemployment to rise (although till distributing it differently).

Kaecki's first two waysto full employment, deficit spending and stimu-
lating privateinvestment, appear to havereachedtheir [imitsasameansto
avoid competitive austerity. This leaves the third option to full employ-
ment o redistributing income, and, more particularly today, of re-
distributing work. Kaecki's third option d redistributing income was
barely evident at al (and of work even less so) over the postwar period.
Themaintenanced privateownershipof the meansd productionlimited
the possibilitiesfor redistributionof incomefor it also would have sacri-
ficed Keyness famous ‘animal spirits inducement to invest. Thiswas, as
L eo Panitch hasargued, one d the mainfailuresof theincomepoliciesto
constrainwage pressuresthat were a part of full employment economies:
they attempted to freeze the distributional sharesd income between the
social classesand fell apart on the basisd that contradiction.™

Redistributionof income, waslimited therefore, to countriesthat could
build up solidaristic institutionswithin the labour market to redistribute
wagesto thelower paid, and that had the political capacity to drive up tax
rates to provide a pool of fundsto be redistributed through the welfare
state. Thissituation waslimited, for the most part, to Sweden. Butevenin
this case, with the foremost political conditionsfor maintaining employ-
ment, the economic strategy still entailed the postwar fordist fixation of
keeping growth rates as high as possible, to avoid disturbing the unequal
class structure by promisng workers a share d growing output, and
rationalizing the industrial structure to maintain export markets. Asthe
golden agegrowthd owed, the Swvedish model, too, confronted difficulties
in containing unemployment: the solidarity wages policy and tax loads
both reached an impasse vis-avis workers initially and subsequently
capitalists. Sweden, therefore, had to engage in a continual series of
competitive devaluations to export its unemployment el sewhere, and to
maintain the competitiveness o its export-driven economy. Sweden's
activelabour market policiesal sohad to changeemphasi sby theend of the
boom in the 1970s from aiding adjustment to directly supporting
employment.

Asthe'golden age' wasending, therefore, the Swedish model wasunder
strain. TheMeidner Planto sociaizecapital in thelate 1970sattempted to
confront these difficultiesdirectly by radically extendingsocia ownership.
But the labour movement was only able to advance the Plan in a most
limited, and essentidlyirrelevant,way. Thedefeat of theMeidnereffortto
bring capital morefirmly under democratic control prepared the basisfor
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thereversalsof the 1980s. Swedish capital beganto break openly withthe
postwar compromise, attacking the welfare state, opposing further tax
burdens (despite the enormous concentration of wealth), and actively
internationalizingfinancial and productive capital. The increased capital
mobility, at the same time the social democratic government sought to
improveprofitsto maintainitsexport-orientedstrategy, eventually raised
a new limit on Swedish employment policy: it blocked Sweden's ability to
use competitive deval uationsto export its unemployment.

Themaintenanceof low unemploymentthroughthe1980s consequently
depended lesson Sweden's progressivecompetitivenessstrategy, associal
democratscontinuetotry to argue, and moreon 'shared austerity' amongst
the Swedish working class through the 'spreading d employment.' These
policieshaveincludedthe holding back ontherationalisationd plants, the
extension o public sector employment, and reductionsin the average
hoursworked per worker. Y et even 'shared austerity' had reacheditslimits
in the early 1990s. It could only be sustained aslong asthelabour market
ingtitutions built up over the postwar period had the ideologica support
for solidaristic wage and work policies amongst workers and Swedish
capital waswilling to dlow a national bargain to share productivitygains.
With the fall 1991 election d a bourgeoisgovernment neither condition
dill held. Asa result, Swedish unemployment has rapidly shot up, more
than doublingin ayear, in the processdestroying the illusonswhich have
captivated social democratsaroundtheworld of an export-ledprogressive
strategy for competitiveness.

The Swedish experience of 'shared austerity' contains two important
lessonsfor socialist economic strategies. Thefirst isthat the employment
impact o dower economic growth can be distributed in different ways,
although they largely entail spreading employment across the working
class. With limited or declining employment growth in the manufacturing
sector, the spread of well-paid work depends upon workers as a whole
paying more taxes, taking home less pay and working less. This has the
positive benefits o increased leisure and better public services and en-
vironment, but less private consumption.

Thesecond lessonisthat itisdifficult politically to sustain employment-
spreading aslong asit islimited to 'socidism in one dass or if capital is
freed from havingto makeanational bargain. Thesocia democraticleft's
responseto the economiccrisisthroughout the 1980s has been that capital
could not be attacked. Above al else, profits had to be improved for
international competitiveness and thus to sustain employment and the
welfarestate. Withtheend d the Swedishexperimentin'shared austerity’,
thisis no longer a plausibleline o argument. This strategy has allowed
capital to free itsdf from national controls and the traded sector to
dominatedomestic production needs. Not even Swedishsocial democracy
has been ableto withstand the viciouscircledf competitiveausterity. The
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global keynesianism or supranational regulation that might manage the
world market hasprovenadeceptivepolitical projectandaneusvemeans
of economicmanagement. Thereisnointellectually honest responsefrom
theleft totheeconomiccrisis, particul arlywith respect to unemployment,
that does not involve political restraint on the power of capital and a
substantial redistributionof work and resources.

The impasse of capitalist employment policy is linked, based on the
precedinganalysis, to two broadfactors: the crisisof Fordism and theend
of keynesian employment policies on a national bass, and the growing
contradiction between the openness of national economies in terms of
trade and capital mobility and the lack o regulation, and the seeming
impossibility d doing so under the present international regime, o the
world market. The left's economic alternativemust address both sides of
the criss. Two general principles seem central. First, the view now
accepted amongst social democratsthat the growth of unemployment is
inevitablemust be rejected: unemploymentisthe basisfor thesplitting of
soci ety i ntothosewho havepaid work in core jobsand thoseexcludedfrom
either work or stable employment. The left's economic alternative must
advancethe principle that democraticcitizenshipproceedsfrom the right
to work and the right to a decent income. Second, the political compro-
misesat the international level necessary for long-term stability must be
built around the principled maximizing the capacity of different'national
collectivities democratically to choose alternate devel opment paths (so-
cidigt or capitalist), that do not imposeexternalities(such asenvironmen-
tal damage) on other countries, without sufferingisolation and coercive
sanction from the world economy. ™

The implications of these principlesis consistent with the analyss of
employment policy that redistributioniscentral to addressing unemploy-
ment. An alternative modd will haveto entail aradical redistributional
shiftintermsof resourcesand new institutional structures: fromthetraded
goodssector to theloca and national economies; from the highest paidto
thelowest paid; from thosewith too many hoursaf work to thosewith too
few; from management dominatedlabour processesto worker controlled;
and from private consumption-led productionto ecol ogically-sustainable
economies. A redistributional employment policy would contain some of
the following components.

Inward Industrialization
Itisdifficult to envision either stable macroeconomicconditionsor alter-
nate development paths with continued internationalisationdf produc-
tion. The export-oriented strategies which have spurred competitive
austerity will have to be replaced, therefore, by a process of inward
industrialization. Theinward-orientedstrategy doesnot imply closingthe
economyfromtrade, but rather a planned expansionaf domestic services
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and production to expand employment and increased control over the
international economy to reinforce stable and divergent national mac-
roeconomicconditions.

International trade will obvioudy remain important to reach certain
economies o scale and to transfer new products and processes. But
international trade and financial rules need to be restructured so as to
dlow for diversity d economic models rather than the homogeneity o
‘competitive austerity’ now demanded by IMF adjustment procedures.
Inevitably this pointsto managed trade between nationa economiesand
reforminginternational institutionsto imposesymmetrical adjustment on
deficit and surpluscountries. Confronting present imbalances, for exam-
ple, will require debt relief for the countriesdf the South and Eastern
Europe so they can shift to meeting domestic consumption needs and
expand trade within their zones.

Protectionismwill aso haveto be alowed. It hasprovenimpossiblefor
surpluscountriesto inflateenough, or deficit countriesto deflate enough,
to restore balance (without further devastating job losses). Socidl tariffs
are important to dlow countriesto adopt advanced environmental and
work standardswithoutlossdf jobsand internati onal sanctionfrom ‘worst-
practice' production methods.

The corollary to diversity d devel opment pathsis the re-integration of
national economies. The expanson of employment will depend, most
notably, upon theredevelopment o urban economiesand thefostering of
a sdf-managed sector for community welfare and collective leisure.™
Similarly, thelimitationsdf market instability on employmentwill require
the extension o national and sectoral planning structuresto encourage
future core industries, control the open sector and establish sustainable
production. Inward industrializationwill mean, therefore, productionand
services more centred on local and national needs where the most legiti-
mate democraticcollectivitiesreside.

DemocraticWorkplaces
A part of the economiccrisslieson thesupply-sidein theimpassed the
Fordist 1abour processand thetransitiontoflexibleautomation. Under the
pressures of competitive austerity it is the 'worst featuresof Fordism’ —
speed-up, continued fragmentation of work, increased supervision of
workers—whichisgoing ahead. Evenif thereare productivity gainsto be
had by increased worker input into production, the political risk this
entailsfor capital in terms d worker self-management has meant opposi-
tion. Capital will prefer to continuewith Taylorism or negotiateinvolve-
ment with thefewest workerspossible. Asthe basisfor thewage bargain,
such a labour process will contribute to the polarisation o the labour
market. An aternative mode will, therefore, have to transform work
relations. The left's project here has been longstanding: the collective
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negotiation over thetermsd involvementin thelabour processand anend
of taylorism. This will, d course, imply negotiation over training and
skills, but a'so moveto incorporate product design and quality and even
sectoral planning over what to produce.

Redistribution o Work

The criss of Fordism has not only lowered the rate of productivity
increases, it has a so concentratedthese gainsin the handsaof capital. Itis
fundamental to an alternative economic model to redistribute existing
output more justly and to share-out further productivity gains equaly.
Therearetwo important parametersto thisprincipleto be accounted for.
A justdistributionadf output requiresthat the unemployed beincorporated
intothewaged economy. Aswell, if sustainableproductionisaconstraint,
then increased production through working just as many hoursis not a
priority. Instead, existing work and future productivity gainswould have
to beshared soasto empl oy the joblessat decentincomesandincreasefree
time as a central social objective. The employment crisis can only be
resolved by directly confronting the redistribution of work-hours and
income."” The social democratic embrace o keynesianism, and now pro-
gressive competitiveness, dways sought solutionsto unemployment and
classdivisonsthrough faster growth and more output. This must now be
firmly rejected as both unviable and undesirable.

Asan economicsystem, capitalismrationalisessocial lifefor economic
ends. Thisincludes, asafundamental element, the extensionof worktime
to lower costs. But the drive to continual technologica change from
competition also reducesthe number o hoursd work requiredto produce
agiven level d output. Thus, asan economicsystem, capitalismtendsto
produce long hours o work for some and alack of hours, or unemploy-
ment, for others. The labour movement has consistently had to apply its
alternatelogiconthissystemtofreetimefor leisureand ensurethat work is
solidaristically shared. Somedf the dimensionsof redistributingwork are,
athough politicaly difficult, straightforward: overtimelimits, restrictions
on'double-dipping' by professiondss, extensiondr vacations,flexiblework-
scheduling, increased possibilitiesfor unpaid leave, yearly educationand
training days, and collective negotiation by worksite d jobsharing to
spread existing work. The major dimension for dealing with unemploy-
ment is, however, a reduction of standard worktime that is sharp and
general. To beat dl effectivein dealingwith current unemploymentlevels,
it must befaced that the hoursreductionwill haveto beaccompaniedby a
declineinreal wages(partially offset by productivitygainsand adeclinein
unemployment claims) so asto redistributeboth work and income. It is
precisaly because wageswill have to shift in the short-run that worktime
reduction must be solidaristic: apply equally to the public and private
sectors and squeeze wage differentialsso as to preserve the purchasing
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power of thelowest paid. Asunemployment declines, productivity gains
canthen beshared-outin both increased purchasing power and declinesin
worktime. The struggleover the redistribution of work and income must
become central to employment palicy if the unemploymentcrisisisto be
addressed.

Employment Planning

The componentsdf an aternate employment policy havein common the
need for economic planning to constrain the market. Capitalist employ-
ment policies have typicaly left employment planning to the aggregate
assessment of labour market trendsand thetargetingd training. Thelocal
component d employment planning has been labour exchanges which
served as labour market intelligence networks and a location for job
listings and counsdlling. Even the Swedish labour market boards never
developed alocal planning capacity or direct democraticaccountabilityto
the communitiesthey served. Indeed, they have never been ableto fully
move beyond their adjustment rolefor competitivenessallocated to them
under the Swedish model. An alternativeemployment policy will haveto
develop local democratic administrativecapacitiesfor both the technical
and political basisto addressthe redistribution of work.

Democratic employment planning has a number o dimensions. The
‘golden age’ smply ignored environmental issues, but it seemsclear that
an alternate model must have thisas a binding constraint on production.
Thiswill haveto beencompassed withinemployment planningfor sustain-
ableproductionwill entail 'dirty’ industriesd declining jobs, the distribu-
tional consequences d dower growth, and the planning for new
employment in non-resourceintensive services. With the dramatic lower-
ing d the amount o labour employed in the manufacturing sector,
employment planning will have alargecomponent directed at the service
sector. Thisshould radicaly centre our attention on the type of service
sector that should be supported in terms o jobs and organizational
structure. In particular, employment should be developed in theso-called
'third sector’, that is, the self-managed community services (either newly
formed or partly devolved from traditional state administration) such as
cultural production, environmental clean-up, education and leisure. In
order to absorb the unemployed, these activitieswill haveto be planned.
L ocally el ectedlabour market boards— which would governover al work-
relatedissues— should have aspart o their mandatethe determinationof
socialy-useful activities and the planning for local employment.

The present political situation of .competitive austerity does not lend
itself toan alternateeconomicpolicy. It cannot proceed implyonthebasis
o economic necessity. The bassfor an alternate socia project must be
found on the political grounds d socia justice and the extension of
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democracy asasubstantial redistributionof resourcesand power liesat the
heart of any real solutionto the contemporary unemployment crisis.

4. Mass Unemployment and National Economic Policy

It would be rash to be optimistic on the future of the labour market and
unemployment in the advanced capitalist zone. The constraints of the
international order on national employment policy are severe. The pres-
sures produced by open economies, with extensive capital mobility and
global labour surpluses, have gutted the capacity of national governments
to regulate employment levels through the type of aggregate measures
which were part of postwar keynesianism.

Many keynesiansconcedethat theincreased opennessaf economiesand
the internationalizationd production has shifted the economic terrain.
'Keynesianism in one country' is no longer seen as viable as demand
stimulation on a national basisissimply diss pated through either imports
or capital outflows. Reflation will, therefore, have to take place on a
supranational basis. This view has been argued by many advocates of
economic integration associated with international economic institutes
and asignificant section of the social democratic movement. They seek to
either co-ordinatea worldwide reflation or to recreate a viableeconomic
spaceso that stimulationisnot lost through leakages. Y et evenif thetwo
premisesd thisviewar e granted— thecombinationdf unused capacity and
economicopenness— itsviability isdeeply suspect. Thereare no substan-
tive mechanisms for co-ordination or instruments for reflation at the
international level; nor is the political means by which they could be
implemented apparent, given the competition which ill exists between
capitalist nations and the spatial specificity of production structures. Itis
quite unclear, therefore, what it means to reduce unused capacity (and
unemployment) at the international level, as this includes the vadly
different national production structuresand unemployment experiences
of, for examples, Japan, Canada and Britain. Does globa stimulation
increasethe exports of — and consequently reduce their unemployment -
theindustrial beltsof Japan or the Atlantic provincesd Canada? In any
respect, this solution returns to the myopic socia democracy o the
postwar period o attempting to resolve the capitalist unemployment
problem through higher growth, with the distribution and production
questions being ignored and the environmental one ultimately being
damned.

Much o the socia democratic movement has consequently drifted to
sub-national levels  government, or specific industrial sectors, where
some level of industrial capacity exists, and developed the ‘progressive
competitivenessmodel' as an alternativeto neo-liberalismand keynesian
reflation. Training policy has become the centrepiece o this strategy:
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employmentwill resultfrom highly skilledworkersimprovingthecompeti-
tivenessdf high value-added firms selling on the world market. But this
export-oriented strategy, too, has become incorporated in the pressures
producing competitiveausterity throughout the world economy and con-
verged with neo-liberalism. Itsadvocatesmust confront the harshfact that
itisnot the Anglo-American countrieswho are converting to the Swedish
or German models, but Germany and Sweden who are integrating the
'‘Anglo-American modd' o income and work polarisation. Toyota is
laying-off and breakinglife-timeemployment guarantzes, the Volvo plant
in Kalmar isclosing and the postfordist future of full employment in high
value-added export-oriented firms now looks like one of the most pot-
holed detours taken by theleft in the 1980s.

As the golden age of capitalism was at its end in the 1970s, Joan
Robinson, theforemost analyst of postwar employment policy, madethe
following bitter observation on the keynesian experience: 'Growth of
wedlthhasnot after dl removedpovertyat home, and'aid' hasnot reduced
it abroad. Now unemployment exacerbatessocial problemsand embitters
palitics. In this situation, the cry is to get growth started again.”™ Two
decadeslater, with apersistentlengtheningd the unemployment queues,
the supply-side'cry to get growth started again' iseven more pitched. But
now there is clearly even less reason to believe, and ecologica and
redistributive reasons actively to oppose, the supply-sider's proposition
that better microeconomicperformancel eadingtofaster economicgrowth
is capable of resolving the capitalist unemployment problem. Upon sur-
veying thewreckage produced by theseviewsthereis, indeed, good reason
to adopt Robinson's dismay.

Yet there is as well, on this point, alesson still to be absorbed from
Keyneson national economic palicy:

. . . if nations can learn to provide themselveswith ful employment by their domestic
policy (and, we must add, if they can also attain equilibrium in the trend of their
population), there need be no important economicforcescal culatedto set the interest of

onecountry against that of its neighbours. Therewouldstill beroom for theinternational

divisond labour and forinternational lendingin appropriate conditions. But there would
nolonger bea pressing motivewhy onecountry need forceitswareson another or repulse
theofferingsof itsneighbours, not becausethiswasnecessarytoenableit topay for what it
wishedtopurchase, bt withtheexpressobj ectof upsettingthe equilibrium of paymesrs so
asto developa balancedf tradein its own favour. International trade would ceaseto be
whatitis, namely, adesperate expedient to maintainemploymentat homeby forcingsales
on foreign markets and restricting purchases, which, if successful, will merely shift the

problemof unemploymentto the neighbour whichisworsted in thestruggle, but awilling
and unimpeded exchange of goodsand servicesin conditionsdf mutual advantage.**

Keyness position still seems to be essentially correct. It strikes at the
cored the present impasse of capitalist employment policy, where the
demandsfor rationalization o all aspectsdof economicand socidl lifefor
international competitiveness, so as to dump unemployment on other
regions and countries, have become incessant. But for an employment
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policy to move beyond competitive austerity today, however, will requirea
much bolder political, economic and ecologica project than Keynes
himself was ever capable of envisioning.
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