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Introduction

With the launch of the euro and the hardening of self-confident American unilateralism in the defence of what the Republican party now calls ‘the homeland’, the relationship between the US and Europe is set to become more tense. These are two enormous power blocs with different visions of how the market economy and society should be run, and with different conceptions of how the great global public goods - peace, trade, aid, health, the environment and security - can be achieved and maintained. The relationship between the two is the fulcrum on which the world order turns. Managed skilfully, this could be a great force for good; managed badly, it could give rise to incalculable harm.

Britain is faced with a fundamental choice about whom it sides with. European integration is accelerating: the euro is in circulation, and at the Laeken summit in December 2001 agreement was reached to establish a preparatory convention to  examine the outlines of a European constitution before the 2004 intergovernmental conference. The issue will come to a head if and when the referendum on the euro is held. But the question is larger than whether Britain should join the euro. It is: on which side of this argument do we want to put our weight? And that in turn is a question about what values should underpin the building of Britain’s economic and social model. How much are we European - and how much do we have in common with an America increasingly in thrall to a very particular conservatism?

This question is posed as British politics drifts around a managerial centrism. There are no great political movements or inspirational causes. Voter apathy is widespread. Our political leaders are well-intentioned, but they are at a loss as to how to revive a belief in politics and public purpose. As I write at the beginning of chapter 1, the public realm is in eclipse. It is almost as though citizenship has gone into abeyance.

And yet there remain great issues. The terms of society’s social contract remain as vexed and contentious as ever. The rich grow richer while disadvantage remains acute. Equality of opportunity, let alone of income and wealth, remains elusive. Public services are inadequate. And since I began the book, the terrorist attacks of 11 September 2001 are a horrifying reminder of the scale of atrocity that intercultural hatred can spawn - and of the urgent need to find some form of international settlement, along with the necessary policing, that reduces and hopefully eliminates the risk of any repeat.

This book is a response to these concerns. It is profoundly critical of American conservatism, now the dominant political current in the US, and of its impact on the US and the world. It sets out to correct the torrent of criticism levelled at Europe as though the US were a paragon of all the virtues - rather than a  country with some severe economic and social problems, whose democracy, where votes and office are increasingly bought, is an offence to democratic ideals. European capitalism and its accompanying social model - and its democracy - by contrast have much to offer. The old world, contrary to the internationally accepted wisdom, has much to teach the new.

So this is a book for the idea of Europe. In my view, the quest for European union is one of the great rousing and crucial political projects of our time. It is vital in providing a counterweight to the US and thus offering genuine multilateral leadership in the search for securing global public goods. It is a means of advancing core European values. It is also the way to reanimate our politics and the public realm - and, indirectly, to put our economy on an upward trajectory of productivity and to build a less unequal society. We British are more European than we begin to realise, and our alliance with the US - bound by history and language though we are - needs to be recast in the light of our European vocation. We should, of course, join the euro.

These are not the current accepted wisdoms, and if the book has done its work I expect a vigorous reply. The argument is much needed, and the Eurosceptics have had too clear a run for too long. But one charge that will be made I must refute from the outset. That I am critical of American conservatism and its impact on the US and the globe does not mean that I am anti-American. I have been careful to distinguish the American liberal and conservative traditions throughout. The world has been lucky over the twentieth century that at key junctures the politicians running the US, and the dominant discourse, have been liberal. We need them back. It is through a coalition between liberal America and a European Union confident about its values that a benign world order can be constructed. For non-American and non-European readers, this does not mean I neglect your proper claims and  interests; I am merely being hard-headed about where power lies and to whom global responsibilities fall.

The US remains a remarkable country. Its noble traditions of democracy, its vitality and its commitment to the acquisition of education - one of the first institutions each of the new states of the union began was a university - continue to inspire. But all this is now obscured by rampant inequality and an increasingly feral capitalism, together with an overblown conservative rhetoric that prevents self-knowledge and intelligent self-criticism. Indeed, it is my affection for the best of America that makes me so angry that it has fallen so far from the standards it expects of itself. Nor do I share the condescension that some Europeans express for American culture. I enjoy Sheryl Crow and Clint Eastwood alike; delight in Woody Allen, Frasier and Seinfeld; love American football; am in awe of the intellectual firepower marshalled at the US’s great universities; and am grateful for Windows 98 (and 2000) and the internet - only the latest in a long line of inventions the US has bequeathed to the world.

I have never doubted that the US had to respond to the terrorist attacks of 11 September by military intervention in Afghanistan; terrorism needs a place to operate from, and the elimination of its physical sites is a crucial precondition for eliminating terrorism. But I have always coupled this support with a demand for genuine economic and social reconstruction and the building of a juster international order less likely to incubate terrorism. What has been dismaying has been the readiness of the US to set about the first element of response while almost completely neglecting the second. The victors of World War Two would not have made the same mistake, spending many billions of dollars on strengthening an already impregnable military position while refusing to increase aid flows to the underdeveloped world to remotely adequate levels or develop  multilateral institutions - but that was before the calamitous rise of conservatism.

Moreover, as should be clear from the notes and references, I have said nothing about the US that Americans have not said themselves. Without the existing body of critical American literature the book could not have been written. Those who try to win this argument by name-calling critics of the current order ‘anti-American’ serve themselves badly. There are plenty of Americans who will find themselves in some agreement with what follows, and as anxious as any European to develop a less one-sided world order. We simply freeze argument and exchange if all criticism gets dismissed as anti-American and thus invalid. The book is being published in America under a new title, A Declaration of Interdependence. There it is more obviously seen for what it is - a critique of American conservatism - rather than, as some British reviewers characterised it, anti-American. But from John Lloyd on the soft left to David Smith on the centre right, too much thinking is paralysed by obeisance to lazy categorisation.

One last point. ‘Liberalism’ means different things in the US, Britain and Europe. I have adopted the American usage. Liberalism in the US is the creed that advocates a rational, universal infrastructure of justice built on complex trade-offs between liberty, solidarity and equality - and this is sufficiently near European conceptions of liberalism for the term to work in both contexts. ‘Liberal’ or ‘neo-liberal’ economics, however, is free market economics asserting the primacy of individualism, which I have chosen to call ‘conservative’ throughout to avoid ambiguities over the use of ‘liberal’. American readers will know that there are a number of shades of conservatism; again for ease of exposition I have simply called all them all conservative.

That’s it. For too long the European case in Britain has gone wanting. This is my attempt at correcting the imbalance.




1

The reckoning

The idea of the public realm is in eclipse, and with it a conception of civilisation. Increasingly, we British are rarely citizens who make common cause and share common destinies. The scope for public initiative and endeavour through which our common values are expressed is contracting with giddy speed. Inequality of income and opportunity is increasing, despite well-intentioned efforts to reverse it. Wealth and stratospheric incomes are portrayed as the just reward for individual enterprise, badges of individual worth. The poor and disadvantaged, unless they declare their readiness to work, are increasingly felt to deserve their status. Government and its associated tools of regulation, legislation and taxation are a currency whose very legitimacy has to be fought for.

Britain has not developed these ideas on its own; they would have neither their strength nor their respectability without the rise of American conservatism and the preponderance of American power. Britain’s core beliefs are more European. The  fruits of a successful economy should be spread around to produce a successful society. Inequality of income and opportunity cannot be indulged and as far as possible needs to be countered. Government is the means for expressing our social concerns and preferences. Through it we express our citizenship. To argue for its illegitimacy is to argue for barbarism.

Yet the discordant, even alien, ideas summarised in my first paragraph have become a central part of Britain’s cultural and political landscape. In this respect the most salient political event of our times has been the rise of the American right over the last twenty-five years and the collapse of American liberalism. It has been in the US that this conservative philosophy has been most aggressively and successfully championed, and it is there that it continues to dominate. The apparent success of its economy at home and its victory in the Cold War abroad have been an ostensible validation of all that conservative America stands for.

Political ideas matter. They define what is possible and impossible; they win hearts and minds. As the new conservatism has honed its rhetoric and political programmes in the US to celebrate individualism and denigrate the state, so that same philosophy has become seamlessly part of the new international ‘common sense’. The American example, the scale of American power and its control of the means by which ideas are disseminated - from the financial markets to the great international institutions - have all combined to transform the political geography of the West. We are all becoming American conservatives now.




The barren triumph of conservatism

So it is that the syllogism that the rights of the propertied and the freedom of business come before any assertion of the public interest  or social concerns has become the consensus orthodoxy. These are deemed to be the only circumstances in which wealth generation and employment can be assured, and thus the citizen would stand to lose more by putting these at risk than he or she might gain from public action asserting common interests. The law of private property rules supreme. In this climate taxation is depicted as the confiscation of what is properly our own - an intolerable burden that should be reduced. The social, the collective and the public realm are portrayed as the enemies of prosperity and individual autonomy and, worse, are opposed to the moral basis of society, grounded as it should be in the absolute responsibility of individuals to shoulder their burdens and exercise their rights alone.

To maintain our schools and universities, our hospitals, our pensions, our welfare system and even our public transport has become an uphill struggle, prosecuted in the teeth of an intensely held conservative view that the taxation that sustains them is a moral and economic evil. That wealth generation is as much a social as an individual act, and that successful companies are not just money-making, profit-maximising machines but organisations bound by a common purpose is the preoccupation of a minority. It is not capitalism’s job to serve us; it is our job to serve capitalism.

This is not a sustainable or a workable philosophy. It is not just that our public structures and social contract are of profound importance, and that patterning a society so that the rich are in a position of self-perpetuating dominance and the poor trapped at the bottom offends the canons of justice. It is that the resulting economic model does not itself work. For wealth creation is a social act. Companies that last and prosper are motivated by a vision of their purpose that transcends maximising their shareholders’ immediate profits. The workforce that is productive and creative is the workforce that is not treated as so many economic chattels but as a group of respected human beings. Business  organisations profit from the social and public infrastructure in which they are embedded and where they trade. The stronger a country’s society, the stronger its business community.

The weaknesses of our civilisation consecrated to the contrary, conservative propositions are becoming ever more evident. The supremacy of market contracts means that careers, living standards and relationships are in a permanent state of contingency, dependent upon the next twist in the markets’ volatile judgements and increasingly unprotected by commonly held institutions or systems for sharing risk. Civility is under siege as a market society makes strangers of us all. While our public horizons shrink, we search for satisfaction and contentment in our inner, private lives - but we turn in on ourselves thus not of choice; rather, we recognise that engagement with the world on any other terms than those that enthrone the primacy of market values and diminish those of public citizenship is increasingly without purpose.

The international system, run as the new conservatism dictates, is demonstrating its frailties. The financial crises and bankruptcies grow larger; in the autumn and winter of 2001-2 the world witnessed its biggest ever corporate bankruptcy (Enron) and largest ever sovereign debt default (Argentina). These followed the largest ever global stock market boom and bust in history, which left in its wake a trail of bankrupt and overly indebted companies, especially in the over-hyped telecommunications and high-technology industries. The shock waves ripple over the world with only weak instruments through which to attempt an internationally co-ordinated response. When and if recovery comes, too many businesses and workers will have been unnecessarily scarred from a boom that was unnecessarily frothy and speculative and an economic slowdown that was protracted by the way it simultaneously assaulted so many countries. The legacy of debt and bankruptcy threatens to dog our economies for years.

The moral asymmetry on which the relationship between business and society has been based lies ruthlessly exposed. Formerly triumphalist business looks for bail-outs from governments whose public purpose values it so recently mocked. The fantastic inequalities between the less developed and developed parts of the world, disregarded for decades, suddenly snap into focus as Western societies ponder the relationship between poverty and disappointed expectations and the incubation of international terrorism. It becomes clear that simple initiatives on debt relief, aid, the promotion of health and access to Western markets that would have improved the condition of poorer countries have not been undertaken. Our open, interdependent societies have made themselves vulnerable by their own selfishness and self-interestedness. There needs to be change.

Within the US itself, the spread and entrenchment of the belief that an effective capitalism must necessarily be ungoverned and that society has no choice but to submit to the dictates of business has had baleful consequences. As the last remnants of the postwar liberal ascendancy inherited from Roosevelt’s New Deal have been shattered, American capitalism and society have become harsher, more unequal and less generous. The US that could launch the Great Society programme in the 1960s has disappeared as completely as the US that initiated the Marshall Plan after World War II. American liberalism certainly made mistakes; the system of support for the poor it developed had unwanted and undesirable side-effects, and in championing the interests of minorities it lost sight of the universal values that might have united all Americans. Equally, there have been some important benefits from the conservative pressure to deregulate - such as mass cheap air travel and the rapid development of the information society - although the hidden and less apparent costs of much deregulation are beginning to show through. The regulatory, corporate governance and  auditing failures that allowed the crises at Enron, WorldCom and a string of others to happen, including the malpractices for which most of Wall Street’s leading investment banks have together paid a $1.4 billion fine without admitting fault, are a salutary warning. Any rational calculation of the overall costs and benefits of the whole conservative experiment must give a negative result.

The costs mount if the calculation is extended to include what has happened through the extension of conservative principles abroad. The chief reason why so many simple initiatives that might have improved the global infrastructure necessary for a properly functioning globalised market economy have not been taken is because conservative America has been opposed to them. It has sought to maximise its own freedom for manoeuvre rather than setting up rules that might constrain it. American national sovereignty - America First - is seen not just as a principle which bolsters corporate economic freedom but as a philosophical and moral imperative.

This has meant that the entire international order should privilege American autonomy of action and its capacity to act unilaterally, both as a matter of self-interest and as a matter of conservative ideology. Even in the 1970s and 1980s the US was looking outside the international framework of treaties and institutions to secure what it wanted by unilateral action - whether pressurising Japan to invest in American government securities in the 1980s or, for example, lobbying Germany to open its telecommunications markets in the early 1990s. But over the last decade the US has increasingly subscribed to a highly and exclusively conservative definition of its interests - a process accelerated by the Bush presidency - so that on climate change, on the regulation of international criminality and even financial markets, and over the system of international nuclear missile treaties its stance has been wholly defined by a unilateral assertion of the US position.

Hopes that after 11 September 2001 this would change have been dashed. The US, it was said, would re-engage with the world as it sought to build and sustain a coalition against terrorism. But it has become ever clearer over the months since the attacks that, whatever the initial impulse to organise a multilateralist response, the US’s unilateralist, go-it-alone instincts have subsequently been entrenched. Its victory in Afghanistan after three months, with the loss of a handful of American lives, proved its vast military technological superiority and was gained with only token support from its allies. In the defence of the ‘homeland’, as it is now known, the old conservative urges to secure America behind a unilateralist military shield are rampant. Witness the Bush administration’s request in early 2002 for an addition in defence expenditure of $48 billion - equivalent to Italy’s entire defence budget - despite the disparity between US defence spending and the rest of the world’s having reached unprecedented levels.1  Whatever coalitions the US builds are tactical and self-interested. NATO may have offered its collective help in the action against terrorism; but it might have compromised the US’s capacity to act as it chose, so it was not called upon. Its allies may be allowed to help the US, but only by invitation and on American terms. It has become evident that the decision to seek and win a UN resolution on Iraq - although vastly to be preferred to pre-emptive unilateral action - was not prompted by genuine concern to acknowledge the force of law, multilateralism and interdependence. Rather it was realpolitik: this was a better route to achieve the same ends. The US would continue to act as it wants. The mindset that has fuelled unilateralism and the building of a global capitalism on conservative terms remains no less entrenched, and may now imperil even NATO itself.2 It is just having to be more apparently accommodating and smart in how it reaches its ends.

Yet the big question of how internationally to construct a just  society and just capitalism has been given extra urgency by the emergence of international terrorism. Military action by the US and the West to eliminate the safe havens from which terrorists operate was - and is - an imperative, but punitive action alone is not enough. The West needs to prove its legitimacy and build a system in which the ideologies that succour terrorism are less likely to flourish. But while some countries in the industrialised West, notably Britain, France and Germany, are interested in reproducing the US’s own generosity after World War II with a new ‘Marshall Plan’ for the less developed world, conservative Washington shows little interest. Its preoccupations are increasingly militaristic: to repress the symptoms of the problem rather than address its cause. America’s intervention in Kosovo in 1999 to prevent ethnic slaughter looks increasingly like the last act of the best of the twentieth-century US. The twenty-first-century US is a darker and less altruistic country.

The issue of justice, and how it is expressed economically and socially, has become the over-riding issue of our times. The refusal of American conservatives to brook any interpretation other than their own - and the adoption of their analysis as the world standard, enforced by the transmission mechanisms of American finance, multinationals, military superiority and culture, along with the poverty of international governance - is not just a democratic offence both within the US and beyond. It menaces the future.

The lesson of the last decade, a warning for the twenty-first century, is that the world needs an order that is more subtle and more sophisticated. Security, prosperity and justice are global public goods. They cannot and should not be provided as any one country dictates, or as a by-product of what it considers its interests; rather, their provision needs to be international and predicated upon an acknowledgement of interdependence. Moreover, there  must be scope within globalisation for different cultures and approaches to capitalism to flourish; we cannot all be homogenised around the principles of American conservatism. In other words, the world needs a different set of principles around which to organise, and leadership that is more generous and more respectful of diversity than that provided by the American right. The only bloc with sufficient economic and political clout to offer these vital qualities is Europe, to which a new challenge falls. There is reason enough to build Europe to secure and protect its own vision of capitalism and accompanying social contract. Now it has a global responsibility to become the countervailing force to the US around which a more enlightened and liberal global order can be formed.




The creed and the challenge

The conservative creed we have been asked to accept barely needs rehearsing. The Americans live with increasingly unequal distribution of income and wealth - indeed, many argue it is the necessary stick and carrot upon which a successful capitalism depends - so others should follow. The message is merciless. The object of companies is to maximise profits for their shareholders, so that all obstacles to that end - from trade unions to planning laws - should be as minimal as possible. Taxation is seen as a distortion of business decision-making and a confiscation of what belongs to individuals by right. Welfare is portrayed as disabling the poor from taking proper responsibility for themselves. The rich and business have only the obligation to the poor or to society as a whole that their own conscience and philanthropic instincts dictate. The poor and disadvantaged should expect no more than minimal, time-limited and means-tested assistance; they should essentially take their chance in a culture in which, if  they work hard, there is no barrier to their upward mobility, as successive waves of immigrants have allegedly proved.

The conservative American presumption is that the federal government, conforming to the spirit of the founding fathers of the American constitution, should exercise its authority as minimally as possible - and that any departures from that rule should be temporary. Individual states in the union should be given the responsibility for doing as little as they can, and the federal government should confine itself to the provision of national security. Governance in the rest of the world should follow suit. But the so-called ‘Washington consensus’, enshrining balanced budgets and the urgency of implementing pro-market solutions, is not just an economic doctrine to be applied universally; it has profound social and political repercussions. The prescribed response to these is equally blunt. If there are malevolent social consequences, then react with a tough welfare system and repress crime. Do not wring your hands over the causes of crime; stamp it out with a repressive criminal justice system, extending even to endorsing the death penalty.

This is a very particular set of propositions supported by a very particular American value system which US conservatives have cleverly exploited. The experience of settling a continent, of pushing a frontier ever further and of representing an escape from a tired European civilisation dominates the American imagination - and gives American conservative ideologists the opportunity to align their own support of rugged individualism with the wider culture. Equally, the American constitution confers a notion of opportunity for all - supported by the social myth of the rise from log cabin to White House - that permits the legitimacy of an otherwise vicious pattern of income inequality that is insupportable in the smaller environment of Europe, where notions of equality are more deeply embedded and socially necessary.

No account of the rise of conservatism is complete without reference to the extraordinary grip of Christian fundamentalism in mainstream American life. The view that the injunctions of the Bible have unbending authority is uniquely shared across the majority of America’s religious spectrum - in sharp tension with the secular liberalism of America’s non-believers - and since the majority of Americans are religious, public life draws its moral authority from this discourse. This was a country, after all, settled by Protestants to protect their faith, and the culture lives on. Conservatives have exploited this public religiosity to support their arguments for low taxes, welfare minimalism and capital punishment (which exists in thirty-eight of the fifty-one states). It is this very particular cocktail of values that allows American conservatives to yoke together propositions that in Europe would be seen as frankly incompatible; that low taxation, for example, is the badge of a moral society whatever the consequences for society or the wider public realm.

Yet most countries have been so dazzled by America’s economic success - its recent record in job generation and creating the information revolution seem to speak for themselves - that the question has been not how to arrest Americanisation on conservative principles but how to promote it. Over the last decade the US recovered its twentieth-century reputation as the embodiment of modernity. That American civilisation was exceptional, with a special vocation to show the world the merits of enshrining liberty at the heart of economic and social organisation - the arrogant assumption at the core of conservative American values - has seemed amply validated. It is only now, as the stock market bubble deflates and prosperity seems more qualified, that the American success story seems shakier. But the basic message stands: in the essentials, the US has got it right.

In Britain and Europe this conviction has induced a collapse of  self-confidence in liberal social democracy and a belief that they too must join in the criticism of the public realm and the institutions of the common weal. In Britain it has been an important, even crucial, element in the evisceration of political exchange. Western democracies have been characterised by one broad family of ideas that might be called left - a belief in the social, reduction in inequality, the provision of public services, the principle that workers must be treated as assets rather than commodities, regulation of enterprise, rehabilitation of criminals, tolerance and respect for minorities - and another broad family of ideas that might be called right: an honouring of our inherited institutional fabric, a respect for order, a belief that private property rights and profit are essential to the operation of the market economy, a suspicion of worker rights, faith in the remedial value of punitive justice and distrust of the new.

In Britain these distinctions no longer operate. The senior party of the left does not champion the family of liberal left values; rather, New Labour cherry-picks from both traditions to construct a new family of values under the rubric of the ‘third way’ and tries to make it consistent. Thus it is the party of both enterprise and regulation, of flexible labour markets and trade unions, of repression and rehabilitation, of change and no-change. Since its second general election victory in 2001 it has grown more confident, raising taxes to finance increased public spending on health and education. Yet there remains ample evidence of its leadership’s judgement about the overweening ascendancy of conservatism in the extreme caution with which it moves, still respecting the essence of the conservative economic and social model. This leaves little ideological or philosophical headroom for the British right. The result has been an extraordinary narrowing of the British national conversation, the near-fatal implosion of the Conservative party and a House of  Commons that offers no sustained opposition or coherent critique of the government - no voice of the government-in-waiting that is a critical part of British democracy.

This is no accident. New Labour has read the runes of our times correctly; to challenge an orthodoxy that is transmitted through every paragraph of the dominant conservative press and every axiom of the accepted economic consensus is to invite intellectual ridicule - and, worse, to hand the business community and international financial markets a stick with which to beat the party and deny it legitimacy. The social democratic parties in Germany, the Netherlands and Scandinavia have made similar choices (though they have given up less ground than New Labour), and even French socialists have followed the trend. Conservative parties in Italy and Spain have been quick to remodel themselves so that they can claim to be part of the new consensus and win power. European summits in Lisbon and Stockholm have endorsed Europe’s embrace of a cluster of propositions whose aim, though hotly denied, is in effect to Americanise Europe.

Within Britain these concessions have not been sufficient to placate an angry and disenfranchised right. Casting about for some ideological purchase on the new consensus which has stolen their clothes, they have become fervent opponents of the process of European integration. They will associate with the European Union only to the extent it allows Britain the scope to pursue its proper vocation of adopting wholeheartedly the axioms of the American right and building a mini-America within Britain. One element wants to entrench this commitment by renegotiating the terms of our membership of the EU and joining the North American Free Trade Association (NAFTA) along with Mexico and Canada. Britain, it believes, should associate itself with a cultural ’Anglosphere’ of English-speaking nations. This is now, for example, the public position of former British Prime Minister  Lady Thatcher, who in her book Statecraft urges ‘fundamental renegotiation of Britain’s terms of EU membership’, withdrawal from the Common Agricultural Policy, fisheries policy, all ‘the entanglements of common foreign and security policy’ and a reassertion of British trade policy. In other words, Britain’s membership of the EU would be eviscerated of any substantive content - a process she would complete by applying to join NAFTA, insisting that British values and essential interests do not lie with Europe.3

In the absence of a proper argument between left and right, a new and vicious political exchange is emerging that has the character of civil war: Britain must choose to which civilisation it belongs. For British conservatives, the only choice is to side with the Americans completely in any position they adopt and to support the Europeans only to the extent that they wholly back the US. US and British interests are exactly the same, and anything the US does must necessarily be defensible against any European criticism. It is an argument that will surface with full fury when the referendum to join the euro is finally held.

But America is a very different civilisation; its values, interests and politics are not a mirror-image of Britain’s. Its dominant conservatism is very ideological, almost Leninist in its tendency to insist that its principles be adopted completely and that its adversaries are so wrong their views have to be resisted to the last. Newt Gingrich, the former Republican leader of the House of Representatives and author of the right-wing ‘Contract with America’ in 1994, characterised his mission as war - and he spoke for the conservative political tradition. Tom DeLay, Republican leader of the House in November 2001, told airline lobbyists that they had to back the Republican opposition to the proposal in the wake of 11 September that airport security become a federal responsibility, with government employees, in these terms: ‘You’ve  got to back us on this, it’s ideological.’4 His resistance succeeded and the bill failed by 218 votes to 214. The American right takes no prisoners - even, or especially, in the wake of a terrible atrocity.

If this war against liberalism had produced more economic and social success it might be validated; but it has not. The US economy constructed around conservative principles is beginning to reveal its weaknesses. It is volatile. Its underlying performance, despite the brouhaha, is nothing like so strong as conservatives pretend. US companies are much more brittle than their European counterparts. A huge responsibility for successful economic management falls to one institution - the US Federal Reserve, the country’s central bank. There has been an enormous build-up of personal and business debt. The trade deficit cannot continue to expand indefinitely. The social consequences of inequality are impacting on social mobility and the integrity of the political system alike. The bottom half of Americans are treated wretchedly. American conservatism has no reason to make the bold claims it does; it is time for more scepticism about its alleged achievements.

Some values are shared across the West - the rule of law, the commitment to democracy, religious toleration, and the view that markets and profits are the best precondition for an effective economy. But, as we will explore in chapter 3 over three core clusters of values - around the obligations of the propertied to society, the need for a social contract and the centrality of a public realm and government to a happy community - there are sharp differences between mainstream European views and those of American conservatives. This is not a continuum on which Britain lies somewhere about halfway between Europe and the US; Britain lies decisively with Europe.

Capitalism is an immensely adaptable system. Of course it rests upon the principles of private property, enforceable contract, the  legitimacy of profit and flexible prices - but this is only the beginning. The legitimacy of each particular capitalism is built upon the acceptance of the mores and values of the community in which it trades, and those are in turn built into the body of its law, its financial system, its contracts and its culture. Those values are not trifles to be cast aside because of the transient success of another variant of capitalism. They are inherent to the vitality of the civilisations in which capitalism is embedded, and which capitalism can and must respect.

In this fundamental sense the current British disillusion with the European Union and European values is self-defeating; for it represents a disillusion and disaffection with ourselves. Britain and British culture have been constructed over centuries from the same crucible and influences that have created European culture; we cannot suddenly adopt conservative American values, because we have not lived the American experience. So much is obvious; but in the face of the anti-European offensive it needs to be restated. The argument between left and right should not mean a choice between Europe and America; it should represent choices here within Britain that respect who we are and why we have become who we are. Once this recognition is made, the avenue is open to acknowledging our shared European heritage and making common cause with countries whose attitudes to twenty-first-century problems correspond so nearly to our own. This is important not just for Britain, but for strengthening Europe’s capacity to refashion the world’s economic and political dynamics.

The construction of a new international settlement calls for change in the US as well. Unless American conservatism modifies its profound attachment to the notion that the US is an exceptional civilisation, that individual freedom is a transcendent value, that the US has a right to act unilaterally to pursue its interests and that no infringement to its sovereignty can be countenanced,  there is no chance of getting even to first base. There can be no durable settlement without America; but without a more liberal America, there can be no such settlement. The strengthening of the American liberal tradition is thus central to any such project. It has become a global concern that it reclaim its position as a force in American life. To succeed in its battle with American conservatism it needs to reconnect to the Enlightenment principles that still dominate Europe and rediscover a language that works in an American context which can again popularise its appeal among the American majority.

American liberalism is not dead. It has fiercely resisted conservatives’ attempts to extend their propositions into family and sexual life. America is the home of modern feminism, and there is among Americans a strain of powerful social liberalism which is as suspicious as mainstream European opinion of conservative moral absolutism over abortion, sexual preferences, the role of women and indifference to poverty. There are signs, too, that less vengeful attitudes towards criminal justice may be gaining salience. The US has a proud record of social movements campaigning for justice, and the civil rights movement achieved important gains for blacks. There is a strong, if currently cowed, tradition of genuine liberal egalitarianism in the US that has always reflected itself in its commitment to education for all, its genuine belief in equality of opportunity, its neighbourliness and the individual generosity of many Americans. In a country that is a continent, individual states and cities still guard and protect these values and accompanying institutions. The US liberal tradition could reassert itself again.

The battle for this renaissance must be fought and won on American terrain. However, Europe can help in two vital ways. It can be explicit about the importance of those liberal values itself; and it can demonstrate that they work effectively as a platform  upon which to construct a just economic and social order. The old world, in short, needs to become an exemplar of what is possible for the new world - and, around the rebirth of a hard but tolerant liberalism, it needs to offer the rest of the world in general, and the Islamic world in particular, a settlement based on interdependence, reciprocity of obligation and the recognition that there is a global interest. It is the moment when Europe must come of age.

Britain faces a decision. It has the opportunity to join in the process of laying the foundations for a European political architecture that allows Europe better to shape its own destiny and that of the globe. It is this Europe that alone can temper conservative America’s urge for autonomy, revenge and repression, and build a more liberal international settlement. Those in America who want to challenge the conservative take-over, to re-establish new terms for American democratic discourse and play a part in building such a settlement will have their position reinforced by a stronger Europe. Britain can stand to one side in this political project - or it can engage with it. There is no doubt about the decision it should take.
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The heart of the matter

The United States is a country of 280 million people who share the same language, government, market and legal system: it occupies a continent. Its companies throughout the twentieth century have been able to organise production on a scale unknown in other countries, taking advantage of the simple rule of production that the more that is cumulatively produced the lower unit costs tend to be. Moreover, corporate America is the beneficiary of a workforce that has had to accept that it may be fired at will with minimal compensation as market conditions change, and that it may have to move to find work - in short, that it has to accommodate to the requirements of the market. Successive waves of immigrants - culminating in a new high with the ten million Hispanic immigrants over the 1990s from Central and South America - have provided a pool of cheap and willing labour, buying into the great American work ethic and the dream that nothing is impossible provided you work hard enough. Abundant and cheap land has made Americans  unfussy over planning and the environment. Towns and factory sites rise and fall depending on the vitality of their economic base. And Americans are risk-takers, culturally dismissing failure and moving on in their large country to new prospects, with a flow of rich investors and markets prepared to support innovation and new ideas.

With these advantages of scale, cheap land and cheap labour, the US should be an extremely productive economy. But while it is true that the US enjoys higher average incomes per head than western Europe, this is not because it is extraordinarily productive. In fact, though this is little reported, over the last 20 years output per hour worked in France, the Netherlands, Belgium and the former West Germany has risen so that it is now higher than that in the US, because the Europeans have invested more. It is only fractionally lower in Ireland, Austria and Denmark. The only European country not to have significantly closed the productivity gap with the US is Britain. What still gives the Americans the advantage is that more of their women work and that on average men and women work longer hours - a trend explored in more detail in chapter 6. Put another way, the Europeans have chosen to invest heavily so that they can work shorter weeks and have longer holidays - a perfectly reasonable choice.

After all, as recently as the late 1980s Americans were concerned that they were losing ground to the European and Asian economies; the education and training of their labour force were poor, their investment record was indifferent and their weakening capacity to compete internationally across a range of industries was exposed by the growing trade deficit. American companies were more concerned with financial engineering, merger and takeover than with building value through the patient business of investment and husbanding human resources. In 1992, for example, the future US Treasury Secretary Larry Summers contributed a paper to the famous Harvard Business School Time Horizons  Project confirming that US companies wanted investment to pay back in incredibly short periods, and set very high rates of return compared to other major economies; as a result they invested less across the board. But, as the 1990s slid into the stock market boom, with the infamous bubble in high-tech shares, short-term time horizons and a fixation with the stock market’s priorities seemed positive benefits - and the economy’s weaknesses were temporarily masked. For five years between 1995 and 2000 the economy grew at 4 per cent a year, with unemployment falling in its wake.

But this had much less to do with native entrepreneurial zeal, go-getting capitalism, hire-and-fire labour markets and an embrace of technology at which other countries balk than the barrage of propaganda from American cheerleaders and British Eurosceptics would have us believe. On the contrary, this was more of an old-fashioned consumer boom built on record credit and a monumental inflow of foreign capital to finance the consequent trade deficit - all justified by the massive rise in share values that made consumers feel wealthy and foreigners anxious for a share of the action. Nor could this model have been copied by others, even if it were desirable; the US’s relation with the rest of the world and its capacity, with the world’s most liquid capital markets and ownership of the world’s currency, to attract inward capital flows is unique. Globalisation over the 1990s worked very much to the advantage of the US; cheap oil and a worldwide glut of manufactured goods kept inflation low, allowing the Federal Reserve to avoid raising interest rates even as credit and consumption boomed. Indeed, some economists view cheap oil as being the single most important source of rising investment, growth and profits.1 Moreover, the profits of US multinationals abroad have grown at twice the rate of profits at home,2 and the increasingly credible threat to relocate overseas, as I argue in chapter 5, has been an important factor in checking the growth of real wages and ensuring that profits have risen as a  proportion of US GDP. Globalisation-cum-Americanisation has been very good to corporate America, and thus to Wall Street.

Yet even for the US these trends proved unsustainable. Already the collapse in high-tech shares has brought the allegedly dynamic information technology sector to a shuddering halt, exposing the massive financial malpractice and technological mistakes committed as the hunger for instant riches tempted companies to float on the stock market with innovations long before they were ready. Even the productivity ‘miracle’ (explored in more detail in chapter 5) is more a by-product of the boom rather than an entrenched new trend, and recent downward revisions make it less than miraculous. Britain’s Professor John Kay, for example, goes further and argues that the US so inflates the growth of US GDP by over-estimating the impact of information technology investment compared to European statistical practice that this accounting difference alone is equivalent to the main part of the so-called US productivity miracle in the late 1990s.3 If the adjustments are made there was little or no relative improvement. Even before making these accounting adjustments Julian Callow of Credit Suisse First Boston shows that between 1991 and 1998 productivity growth in Europe on average exceeded the US.4 American success is a shaky edifice; and the problems that haunted the US only a decade ago remain largely unresolved.

The long-run impact of the revolution in information and communication technologies (ICT) is likely to be considerable, but it will not necessarily be the American economy that leads either its development or its exploitation. The technology is ubiquitous, and exploiting its application requires a highly skilled labour force and patient investment - neither of which the US possesses in any abundance. The riddle of the American economy is less its success than why, with so many incomparable assets, it has wound up in such a precarious position. The answer is the opposite to that supplied by the conservatives. It is not the free market and tolerance of  vast inequality that drive America, with government the obstacle; rather, it is the same complex interplay of the market, society, patient finance and government that breeds successful capitalism everywhere - and these relationships have been under siege and deliberately weakened by the conservative revolution.

For where America has enjoyed success, it has been due to much more subtle factors than those conservatives believe responsible. The recent improvement in productivity in ICT - much more modest, in any case, than the hype suggested - was no more than the typical phenomenon of productivity gains working themselves through the economy after a paradigm-changing technological innovation - just as they have done in the past, as Barry Bluestone and Bennett Harrison describe in their important book Growing Prosperity. Moreover, the ICT revolution was itself spearheaded by government investment, notably led by the Pentagon; the internet, for example, grew out of the decentralised networked system developed to co-ordinate the responses of a multiplicity of military decision-making and operational sites. US leadership in satellite and aerospace technology has been the direct consequence of defence spending, although even that has been challenged by Europe’s Airbus, as described in chapter 5. Even the emergence all over the US of the high-tech ‘ideopolises’ - the clusters of high-tech companies and new start-ups around leading universities - is not a free market phenomenon. It is federal- and state-funded research that generates the intellectual capital that lies at the core of the ideopolis and then becomes the heart of the new economy base. And although the venture capital industry, at least until the bubble burst, played a key role in funding the start-ups, it was hardly the value-free economic neutral of conservative imagination; it was always phenomenally short-term and greedy. Now that the markets are in reverse and government spending on research is falling, the whole delicate mechanism is at risk; but there is little appreciation in the  US of either why the high-tech boom got under way or why it is now failing. So prevalent is conservative ideology that many Americans are incapable of understanding what it is they are doing right for fear it might contradict conservative canons.

In fact, the quest for high short-term profitability has set spinning a pitiless and self-defeating vortex, a generator of corporate strategies that enthrone aggressive cost reduction together with investment minimalism and a peripatetic approach to hiring and growth - an approach that unites all the members of the Fortune 500.5 Indeed, the former lionisation of Jack Welch, chief executive of GE for twenty years until his retirement in 2001 and the man who earned legendary status by presiding over eighty consecutive quarters of profits growth, is profoundly symbolic of the US’s corporate problem. GE, as James Collins and Jerry Porras explain in Built to Last, had been a quality company at the frontier of innovation and progressive management since its foundation in the early 1900s. Even before Welch took it over it had enjoyed years of sustained profits growth, and it had a well-established system for grooming cohorts of able executives. But what Welch saw more clearly and earlier than any other executive of his generation was that if GE redefined its priorities to mirror those of Wall Street it would win a star rating. GE’s business aim would move from excellence in engineering to excellence in financial engineering.

Welch declared his objective as being to maximise shareholder value, and he shaped GE to do just that. As Alan Kennedy brilliantly describes,6 his priority was cost reduction, which he achieved by massive redundancies and allowing the R&D spend to dwindle as a proportion of revenue to below the US corporate average, while transforming GE via a string of deals into a half manufacturing, half financial services company. Everything was subordinated to ensuring that profits grew smoothly quarter by quarter. Contributions to the pension fund were reduced as the  stock market boomed; accounting conventions were stretched to smooth out profits and losses, producing the quarterly upward trend that Wall Street liked.7 Beyond that, the company stood ready to buy back its own shares to ensure they sustained a high rating, putting a total of $30 billion into stock buybacks rather than investment in the core business - an exercise from which Welch, with his extravagant share options that aligned his interests with those of shareholders, benefited directly, ending up with share options worth between $750 million and $1 billion.

When asked how GE had managed to increase its earnings by 14 per cent a year over nearly twenty years, vice-president Frank Doyle replied, ‘We did a lot of violence to the expectations of the American workforce.’8 Indeed: GE sacked over 100,000 of them.9  The assumption behind the current share valuation is that the earnings growth of the last twenty years can be repeated over the next twenty. But what will be the products and skills that will propel the company’s growth? Another round of sweating assets and sackings on the same scale is impossible; the company would cease to be sustainable. Already there are doubts over its future - notably, in the wake of the Enron scandal, its aggressive approach to accounting: paradoxically, the markets are now punishing it for its slavish adherence to their values rather than to those of its business. Setting corporate objectives in line with those of footloose shareholders and not fundamental business needs turns out to be truly a Faustian bargain.

Throughout the 1990s Wall Street and company boards made increasingly common cause in overtly copying the trail blazed by Welch, with company directors being given options to buy their own shares cheaply so that they would benefit directly from a higher share price. The cumulative value of share options in the US in 2000 was some $600 billion, up more than tenfold in a decade - one of the greatest wealth transfers recorded in world history.

Share options are now equal to some 13 per cent of the traded equity in the USA - up from 2 per cent in 1990. In this environment the $200 million a year package achieved at the peak of the boom by Michael Eisner, chief executive of Disney, was no longer remarkable but merely another temporary benchmark that others aimed to match. The message is explicit: Don’t mind the gap between rich and poor; just enjoy the consequences in terms of ‘wealth generation’ from which everyone will ultimately benefit.

Income inequality in the US is remarkable. The gap between the top 10 per cent and bottom 10 per cent of earners is so large that those 10 per cent at the bottom are considerably poorer than the bottom 10 per cent in most other industrialised countries - the US ranking nineteenth - even while the US has the highest average per capita incomes.10 This is not a source of economic or social strength. It reduces social mobility, ossifying the US into a class society as the rich gain a stranglehold on the elite educational qualifications that pave the way to the top while those at the bottom are trapped on low skills and low incomes. US social and income mobility is no higher than in Europe, and on some measures, as I explore in chapter 6, it is actually worse.

Moreover, inequality has, as Professor Robert Frank details in his subtle and important book Luxury Fever, been an important driver of almost baroque levels of personal spending - on which the growth of the economy so heavily relies and which has reached the limits of sustainability. The first-round effect of this concentration of spending power at the top - the US now has over three million millionaires - is that the rich spend increasingly on luxury items, splashing out extravagantly on everything from their ever larger houses to their over-sized, over-powered cars. These then become the target for the middle class below them; for example, the average new American house is now 2200 square feet, having expanded from 1500 square feet in 1970 as
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