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FOREWORD

THEN AND NOW

You could see the pandemic coming. It wasn’t as though there was no warning. The virus emerged in China but arrived in North America before we were ready, and it landed with the destructive force of a tsunami. Record-setting consumer spending hit a brick wall as shoppers stayed home. New car sales went over a cliff. And following just like clockwork, unemployment went through the roof as shops and factories shut down. An unprecedented bull run on the stock market quickly turned into panic selling, and the Dow cratered, seemingly overnight. The S&P 500 dropped over 20 percent into bear market territory, and the result was a global recession that seemed to come out of nowhere. More than 116,000 people died in the United States.

Elvis Presley appeared on the Ed Sullivan Show that year, the Frisbee was invented, Ford introduced the Edsel with great fanfare, Canada unveiled the Avro Arrow jet fighter, the USSR launched Sputnik, and Dwight D. Eisenhower was sworn in as president of the United States. It was 1957.

By the way, the world recovered almost immediately from the Asian flu, as that pandemic was known. After a staggering 10 percent decline in gross domestic product (GDP) in the first quarter of 1958, by the third quarter growth had spiked to 10 percent—a 20 percentage-point swing. So, no big deal, right? The economy got the flu, it took some time off, and it went right back to churning out jobs and profits. In fact, when economists and historians talk about the “Eisenhower Recession,” they seldom even mention the Asian flu as a cause.

It would seem to follow, then, that we have a model to help us predict what the recovery from COVID-19 will look like. Just look at 1958, and then wait for the jobs and the markets to return to form and the good times to resume—not quite the catastrophe we feared.

But if you’re thinking that what was true in 1958 is true today, this book is for you. Because while consumer spending, consistent GDP growth and a record-breaking bull run on the stock market may make it feel as though we’ve wandered into the Eisenhower (or Diefenbaker, if you live in Canada) era, that is a dangerous illusion, especially if you’re a member of the rapidly shrinking middle class. Because consumer spending, GDP growth and stocks have almost nothing to do with your economic health.

In fact, as you will see, those things measure only rich people’s economic health. And of late, these folk haven’t been getting rich by making more Edsels or engineering more Arrows. Those cars and planes belong to a different world, a world in which factory jobs paid a middle-class wage and products on the shelves came from factories down the road. A world in which local labour was so essential that their jobs were secure. And a world where taxes were so progressive that the rich actually paid their freight. That was a long time ago.

Looking backward in politics is usually considered poor form. It’s much safer to be considered progressive and look ahead. But the fact is that the late 1950s and early 1960s may have marked the greatest economic equality in history. And that economic health was like immunological health. The economy got better quickly because it was already healthy.

But two other things happened in 1957 that give us some sense of why the recovery from the COVID-19 recession might be a lot harder than shaking off the Asian flu.

First, the Treaty of Rome was signed in March of that year, establishing the precursor of the European Union (the European Economic Community). Though the tight political and economic integration of a “United States of Europe” was still just a dream, the Treaty of Rome was an important step in creating a common market. Up until that point, each country had the ability to impose tariffs to protect key industries and the associated jobs. From that moment on, France, West Germany, Belgium, the Netherlands and Luxembourg would give up that ability in exchange for the right to sell in each other’s markets without facing tariffs. The hope behind lifting tariffs was that in a world of economic expansion, workers and industries wouldn’t need protection: there would be so much wealth to go around that everyone would be better off.

In other words, it was a form of free trade and a precursor of what was to follow. Free trade was an idea that was sweeping the world. As we will see, the General Agreement on Tariffs and Trade (GATT), a treaty designed to increase international trade by removing protections for industry and labour, had been signed into law in 1947, and went through several rounds of updates, each slashing more tariffs. In 1956, the so-called Geneva Round (because it was negotiated in Geneva), eliminated $2.5 billion of protections between twenty-six countries. So, globalization was swirling in the air as the Asian flu was making its way across the Pacific.

The Asian flu could have cratered the global economy, but it didn’t. By coincidence, there was another near miss that year that most people didn’t even notice at the time. In 1986, it was revealed that a United States Air Force B-36 bomber had accidentally dropped a hydrogen bomb on New Mexico in May 1957. It was, it turned out, the most powerful nuclear bomb ever built. At ten megatons, it was bigger than anything in today’s nuclear arsenal, and about 625 times more powerful than the bomb that was dropped on Hiroshima. Though the forty-two-thousand-pound bomb did not detonate, it left a crater three and a half metres (12 feet) deep and more than seven metres (25 feet) wide. If it had gone off, it would have vaporized the air base where the bomber was scheduled to land.

An investigation revealed that a safety mechanism had been removed.

You would think the Air Force would have been a little more careful with warheads by 1957. They’d already jettisoned one bomb off the coast of British Columbia, and another in the St. Lawrence River, in addition to crashes of nuclear bombers in the Atlantic and in the mountains of New Mexico. Another two nuclear bombs fell out of the sky in 1961 over North Carolina. Removing protections when so much is at stake, even to increase efficiency, can be more than dangerous. It can be apocalyptic.

None of those bombs detonated, but the slow-fuse-burn of GATT and globalization has left an industrial landscape every bit as cratered as the destruction left by a nuclear warhead. If a worker from 1957 could see Detroit today, what would he think? The shuttered factories across North America, the boarded-up main streets, the empty union halls—the physical toll of globalization would be inescapable.

Which brings us back to the flu.

Early on in the COVID-19 crisis, the scale of the required government response was often compared to that needed during the Second World War. It was time for our ingenuity and industrial might to be put to good use and mobilized, much in the way it had been a couple of generations ago. The United States built more than twenty-seven hundred Liberty-class freighters between 1941 and 1945. That’s two fourteen-thousand-tonne ships every three days (or more than thirty-nine million tonnes of ship.) Surely, the world’s biggest economy could make some N95 masks.

Well, not really. On March 19, 2020, Taiwan announced it could spare 100,000 masks per week for the United States (their sole military ally, which has been protecting them from Communist China for generations at immense cost). That’s out of a weekly output of 7 million masks. So the Taiwanese were willing to set aside 1.4 percent of their mask capacity for their much larger ally.

The EU also adopted a policy of “every man for himself.” In March, Brussels banned the export of medical equipment, even to other European countries, before eventually relenting in the face of pleas from member countries like Italy which were hit particularly hard by the pandemic. Exasperated Serbian president Aleksandar Vučić stood in front of television cameras and said, “European solidarity doesn’t exist. That was a fairy tale on paper.” Shortly thereafter, Serbia shut its borders. The only foreigners allowed to enter the country? Chinese doctors. Vučić called China “the only ones who can help.”

He did have a point (though Russia also sent several transport planes full of equipment and medical personnel). Before the crisis broke, half of the world’s masks were made in China. Since then, the country has increased production twelve-fold. By the end of March, factories in China were pumping out 115 million a day (which puts the Taiwanese gift in perspective). But there’s more to the story than Chinese manufacturing output.

Many of those Chinese factories are making masks for international companies. On paper, Canadian company Medicom was making 3 million masks a day at its Shanghai factory. But rather than being shipped to Canada, they were all claimed by the Chinese government. American chemical giant 3M also has mask plants in Shanghai, but according to American trade officials, the factories had effectively been “nationalized.” They may have been under contract to the American company, but when push came to shove, the Chinese government had priority. According to Canadian entrepreneurs on the ground in China, government officials had been posted to factories producing medical equipment like ventilators and protective suits to police where those items were being shipped.

So sure, our companies still make things. It’s just that the factories are somewhere else. And the jobs are somewhere else. And, when we need them, the masks are somewhere else too.

While the Chinese government is busy controlling the world supply of crucial commodities, Canadian diplomats are reduced to sending out messages on social media, hoping that Chinese alumnae of Canadian universities will be willing to help find a few boxes of gloves and masks. Hardly the commanding heights of the global economy that globalism promised.

What the COVID-19 crisis has shown us is that questions of economic theory aren’t just about economic health. They’re about health. Period. Because it’s not just masks and protective gowns the Chinese government effectively control. For years, lax regulatory control and low wages have made China a major source for the majority of component chemicals that go into generic drugs—that is, nearly all of the drugs Canadians and Americans are prescribed.

The same goes for antibiotics. In the 1980s, the United States had far-ranging emergency-response readiness, including antibiotic manufacturing capacity spread across the continent. The US produced 70 percent of the world’s supply. Now it is dependent on imports from China. North Americans face the same dependency for a wide variety of health-related products, from vitamin C to chemotherapy drugs.

In a world frequently described as “globalized,” that’s not supposed to matter. The magic of just-in-time-delivery, combined with efficient labour markets and economies of scale, is supposed to provide us with whatever we need, in abundance and at the best prices. That may work for flip-flops and lawn furniture (or whatever globally sourced product you buy at Walmart), but, as it turns out, it doesn’t work in an emergency. It doesn’t work when you absolutely need it to work.

It shouldn’t have taken a bat peeing on a pangolin in Wuhan to teach us this lesson. The evidence has been piling up around us for years. But tragedy has a way of focusing one’s attention. Global deregulation was always a bad idea. It was always set up to benefit a small number of people at immense cost to everyone else. Exactly what that cost is becomes clear when we compare today’s economy with 1957’s.




		
			INTRODUCTION

			As they watched the news in November 1999, the mayors of Dallas, Detroit, San Diego and Honolulu must have been feeling as though they’d dodged any number of bullets. They were the runners-up in the bid to host the first Ministerial Conference of the World Trade Organization (WTO) ever held in the United States. The winner was Seattle.

			In no small measure, Seattle’s selection was due to the fact that no other American city was as economically dependent on foreign trade. Trade ministers from more than one hundred countries were gathering at the aptly named Washington State Convention and Trade Center to negotiate a new “Millennial Round” agreement that would open up even more of the world to the free flow of capital and goods, and there was a relatively new word in circulation for this economic experiment: globalization.

			Over the previous decade the world had steadily been crystallizing into free trade zones. The Maastricht Treaty, signed in 1992, had only recently brought a common currency to most of Europe. On the other side of the Atlantic, Canada and the United States had signed the Free Trade Agreement in 1989, and then, in 1994, invited Mexico to join what became the North American Free Trade Agreement, or NAFTA.

			Since the days of Adam Smith, David Ricardo and John Stuart Mill, economists have been pretty much unanimous in the opinion that free trade between countries is the only way to make sure that capital is used efficiently. And they can make a pretty compelling case. Deregulated trade has a great track record of boosting gross domestic product (GDP), the standard measurement of a country’s economy. And it doesn’t seem to hurt stock prices or corporate profitability either. What’s not to like?

			So when Seattle won the bid to host the WTO’s globalization talks, the organizers probably didn’t expect the more than forty thousand protestors who assembled in the city. It turned out to be the most violent demonstration the United States had seen since the street riots that broke out during the Democratic National Convention in Chicago in 1968. Back then, the Vietnam War was dividing the nation like few other issues before it ever had. This time around, the topic of globalization was not even on most Americans’ radar screens. Few had ever questioned the widely presumed benefits of globalization, including their president at the time, Bill Clinton.

			The people on the street came from a broad coalition of labour unions and environmentalists, with the usual sprinkling of anarchists who typically made their presence felt at such events. Labour decried the loss of American jobs to overseas sweatshops and demanded that labour standards be part of any new trade deals that the WTO might sanction. For their part, the environmentalists insisted that trade deals had to uphold pollution standards so that production couldn’t just be moved to jurisdictions that had lax standards or no standards at all.

			Both groups argued that without such safeguards, globalization meant nothing more than a vicious race to the bottom in a chase for ever-greater profits for the world’s largest corporations. As for the WTO itself, the protestors considered it a bureaucratic supranational power that had no accountability to the electorate of any of the countries it represented.

			Of course, as an unaccountable supranational body, the WTO had no reason to pay attention to the protesters’ concerns. The organization’s mandate wasn’t to prevent the use of child labour in the production of textiles, or to stave off the ecological disasters that so often accompanied third-world mining projects. They were there to protect and further promote the free movement of goods and capital.

			Many of the protestors were peaceful, including the American Federation of Labor and the Congress of Industrial Organizations (AFL-CIO) and its member unions—including the United Steelworkers of America, the Teamsters, the Machinists union and the International Longshore and Warehouse Union—which organized a large permitted rally and march. But other protestors, particularly the so-called black bloc variety from the anarchists’ ranks, were not. It didn’t take long before the violence escalated, with thousands of the protestors flooding the downtown streets and battling local police and the two National Guard divisions that Washington governor Gary Locke called in to restore order.

			Needless to say, not much was accomplished at the ministerial meeting. As chaos reigned in the streets, most delegates were barricaded in their hotel rooms. The three-day conference adjourned early, and most of the delegates couldn’t wait to get out of town. The collapsed trade negotiations weren’t resumed until a meeting two years later in Doha, Qatar, where the authorities, determined to prevent another Seattle-type protest, prudently sealed off a three-kilometre (2-mile) radius around the meeting site.

			At the time, the Seattle protestors were almost universally condemned by the American media. The New York Times even went so far as to fabricate a story about how protestors had tossed Molotov cocktails at the police. All the media wanted to focus on was masked protestors smashing in the windows of upscale Seattle storefronts, or protestors scuffling with police. But the even more damning accusation against those who had shown up to demonstrate was that they were naive and backward-looking. The consensus among those with skin in the game was that globalization was the future.

			SO WHO WAS RIGHT?

			Twenty years have passed since those protests rocked both Seattle and the news cycle. Passions on all sides have cooled. It seems fair, now, to ask who was right. The results should be in. Did globalization deliver on its promises?

			Well, global trade grew nicely in the years after that ministerial conference. Apart from a crater in 2008, the global economy has been expanding steadily. Stock markets are up, corporate profitability is up, and unemployment is down to historic lows.

			It sounds like a complete victory for the globalists. In fact, hardly anyone questions the importance of global free trade these days. Even political constituencies that were against it when it was a new idea have come around. In Canada, for example, the Liberals campaigned vehemently against the original Canada–US Free Trade Agreement in the 1988 election, but Justin Trudeau’s Liberal government recently defended its successor, the North American Free Trade Agreement with equal tenacity when Donald Trump threatened to rip it up. Meanwhile, that same government has been quietly expanding free trade agreements with the European Union (EU) and less quietly courted China. They’ve clearly made peace with the idea that globalization is profitable. It’s hard to argue with a success story.

			But there is more than one way to define success in a trade deal.

			If the American unions protesting in Seattle back in 1999 thought the WTO’s trade rules were costing their membership their jobs, they hadn’t seen anything yet. A scant two years later, the WTO admitted China into its fold, and the exodus of North American manufacturing jobs went into overdrive. Between 1999 and 2015, the American economy alone had lost almost 5 million manufacturing jobs.1 The Canadian economy, roughly one-tenth the size of the US economy, lost over half a million manufacturing jobs, or over a quarter of the country’s industrial workforce.2

			And the warnings of the protesting environmentalists have more than come to fruition. The mass movement of manufacturing production overseas has led to the mass movement of the industrial pollution that accompanied it. Less than a decade after Seattle, China overtook the United States as the world’s largest carbon polluter, with much of that pollution coming from the production for export of the goods that Americans once made.3 And to make matters worse, China’s antiquated state-supported factories in migrating industries like steel were pumping out a lot more carbon emissions per ingot than anything that had once come out of Pittsburgh. But carbon emissions didn’t matter to the WTO, or to the companies sourcing Chinese steel. The only thing that mattered was that Chinese steelworkers were getting paid a fraction of what American, Canadian or European steelworkers once earned, and hence could produce steel, as well as most other manufactured goods, a whole lot cheaper.

			Since 2006, China’s emissions, like its industrial production, have skyrocketed, dwarfing the improvements in North American emissions that have come about through the loss of manufacturing industries and the substitution of renewables and gas for coal in power generation. By 2015, China’s carbon emissions were 80 percent higher than those of the United States.4 Air pollution in the country got so bad that many of its residents in cities like Beijing and Shanghai wear masks before venturing outside. And the impact of anthropogenic emissions on climate change, which was still a hotly debated and controversial theory back at the time of the Seattle demonstrations, is today an acknowledged fact.

			In light of those developments, you might think that there would be new standards and regulations to protect labour and the environment in the so-called rules-based trading system that the WTO governs and promotes. Guess again. The WTO and the governments that support it are no more willing to listen to their critics today than they were two decades ago.

			THE SAME OLD STORY

			
				As contentious and violent as the protests in Seattle were, the two sides were never really disagreeing. The question was not whether globalization would work; the real question was, Who benefits?

			Nobody ever frames it quite that way, certainly not politicians or newspaper columnists. Maybe not even you. But the message is there all the same. Fans of globalization have always had good news to share, and GDP growth and bull markets make great headlines. But there is no such thing as a free lunch. Someone is picking up the bill, and it could very well be you.

			Among mainstream neoclassical economists there is virtual unanimity on that subject. Free trade and free markets boost growth, and any attempts to deviate from that path will hurt our collective economic well-being. Only economic illiterates would fail to understand that, or so we are told.

			What we are not told is why we should care about GDP. GDP is a measure of the value of all the goods and services produced in the economy. It would be nice to think that living in a country that’s getting richer means that you’re getting richer too, but that’s not the way it works anymore.

			What mainstream economists don’t get is that, while they may be right about the effect of global trade on GDP, that measure has less and less significance for you—particularly if you happen to belong to the rapidly shrinking middle class. What these economists fail to look at is the distribution of the benefits from stronger growth. The gains from trade have become so skewed that while in theory everybody should be better off, many are now faring much worse. For these folks, free trade has been impoverishing, not enriching. But most of the economists extolling the virtues of free trade don’t concern themselves with distribution. All that matters to them is that GDP is bigger than it would otherwise have been.

			While economic experts are quick to remind us that without growth, GDP per capita cannot rise, that statistic is a fictional measurement of our true economic well-being. No one takes home per capita GDP. If your boss gets a raise, the average salary at your company goes up, but you are no further ahead. That’s how much good gains in per capita GDP do you. The same experts who remind us we are living in one of the longest running economic expansions on record talk as if everyone is getting an equal slice of that growing pie. But at best, most of us are getting crumbs. So why should we care what happens to GDP growth or, for that matter, GDP per capita?

			What holds true for GDP growth also holds true for job creation—another one of those sacred economic tasks that governments around the world have pledged to their electorates. In most places, as our economists constantly remind us, employment is booming. Governments congratulate themselves on the fact that the jobless rate in many countries is now at the lowest mark in decades, telling workers they’ve never had it so good. But rest assured that those telling you how good you’ve got it have it that much better themselves.

			What they’re not telling you, of course, is that having a job doesn’t mean what it used to—not by a long shot. Of course, you don’t need some high-powered economist to tell you that. Your own experience speaks loud and clear on the subject. Today, you often need to hold down multiple jobs to get by, because you typically don’t earn enough at any one of them to pay the bills. And benefits have become as much an anachronism as a decent wage.

			It used to be that having a middle-class job meant you owned a home, went on an annual family vacation and put away a few dollars each year for the kids’ education. But that was a long time ago. In today’s global economy, things are different—very different. Getting a job once offered many people a route out of poverty. Today, most of the jobs being created are a gateway into it. And once you cross through that gateway, chances are you aren’t crossing back.

			So, sure, in one sense the economists are right. Globalization has led to greater competitiveness and efficiency. But if greater global efficiency means you are being left further and further behind, then maybe it’s not really something you want. Maybe all of the poor, foolish economic illiterates out there are the ones who really understand how—or, more importantly, for whom—the economy works. Because it’s certainly not working for you, and it hasn’t been for quite awhile now.

			So maybe it’s time to tune out all the condescending lectures from economic experts who endlessly extol the virtues of concepts like comparative advantage and international competitiveness, and the wonders of today’s global supply chains. They constantly warn us that there are other countries nipping at our heels, so we’d better not let down our guard or slacken our pace. Regardless of the cost, we must protect our position in the all-important global marketplace.

			As it turns out, most of those countries chasing us have low-wage economies in which workers are only too happy to take your job. And, for the most part, the companies you work for are only too happy to let them steal it, given that they can make more money by building supply chains on the back of cheap labour. That may be good for shareholders, but unfortunately you don’t own any shares. And that leaves you wondering about your future in the global economy. It seems the more internationally competitive your economy becomes, the less room there is in it for you.

			Maybe it’s time to see the world economy for what it has really become: a giant auction where jobs go to the bidder offering the lowest wage. And if you’re not willing to work for the same pay that some overseas sweatshop offers its workers, you suddenly become an expendable cog in some far-flung global supply chain.

			Maybe it is time to focus instead on your own circumstances, and to understand the factors that have brought you here. Do this, and you’ll soon stop caring about growing the pie and start focusing on carving yourself a larger slice. And if the pie shrinks in the process—as the experts continually warn us it will—it’s not you who will notice but rather the few who have engorged themselves on the spoils of growth.

			The irony is that while globalization is often heralded as a tide that lifts all boats, it is also trotted out as an explanation for why some boats can’t be lifted at all. Go ahead and ask your government to curb the flow of cheap imports that cost you your job, or to raise the minimum wage that so many of us now earn, or to make rich people and corporations pay more tax so that it doesn’t all have to come out of your paycheque. The response is always the same. Calls for a fairer economy are readily dismissed as hopelessly naive. Governments routinely claim that if they were to enact any of these admittedly well-intentioned policies, their efforts would ultimately backfire and hurt the very people they were trying to help. We are constantly warned against the dangers that would come from letting social workers manage our economy. We are told that attempts to redistribute income or wealth or to protect local industries with tariffs would undermine our economy’s international competitiveness and take a heavy toll on economic growth and employment.

			So what if the experts are right? What if they are absolutely correct when they claim that measures that would help improve your daily life—like earning a decent living wage with proper benefits—would hurt your country’s chances for economic growth? Who cares? Maybe those benefiting from the current system do, but you certainly shouldn’t. GDP growth is doing just fine. It’s you who is hurting.

			Economic growth might as well be taking place in some distant galaxy, because it’s taking light years for its benefits to trickle down to you. Why not let the gilded one percent of our population—those who are the true beneficiaries of an expanding economy—worry about growth? The rest of us just need to get paid a living wage.

			SEATTLE’S POSTSCRIPT

			
				Looking back over the two decades following the ill-fated WTO ministerial meeting in Seattle, it would seem that the ragtag group of tree huggers, union members, socialists and anarchists pretty well got everything right. The WTO’s trade rules have squeezed the middle class of every country in the Organisation for Economic Co-operation and Development (OECD).5 And the shift in production to low-wage countries has also shielded producers from environmental regulations—like the need to limit climate-changing carbon emissions—they might have had to contend with if they’d remained in an OECD country.

			The protesters had a good run. There were memorable riots in Washington, DC, and Montreal in 2000, the year after Seattle, as well as in Quebec City in 2001. Similar protests sprang up around the world whenever the International Monetary Fund (IMF), World Bank, WTO, G7, G20 or other supranational groups gathered to talk about deregulating trade. For a variety of reasons, however, the urgency gradually drained away from the anti-globalization movement. It flared up again in 2011 as a coalition of activists representing a variety of interests set up camp in New York’s Zuccotti Park and touched off the Occupy movement, which called for regulation on banking and debt forgiveness, and measures against greed and corruption. It inspired left-leaning and anti-capitalist protest camps across the continent, but without a clear agenda or leadership, the movement stalled and tents were cleared away by police in dozens of cities.

			But what the protestors in Seattle would have never imagined is who, sixteen years later, would step up to champion their cause—and has done so, no less, with a gusto and fervour that has left their nemesis, the WTO, on life support and the world trading system it so carefully constructed on the verge of collapse.

		

	
		
			CHAPTER 1

			THE NEW POPULISM

			The protesters in Seattle and in Zuccotti Park thought they had billionaires all figured out. Billionaires use their power to shape institutions such as Wall Street, the WTO, and even governments so that those institutions work to their benefit—and against everyone else’s. People were sick and tired of billionaires having their own way, and the protesters could see that things would only get worse. What they couldn’t foresee was the arrival upon the scene of the next great advocate for the working class. Turns out this wouldn’t be a bearded socialist firing up crowds of fellow travellers in an Occupy tent city, as one might have expected, but one of the most flamboyantly gold-plated billionaires on the planet.

			Billionaires who worry that middle-class wages aren’t growing enough don’t come along every day. It was back in 1992, during the presidential election campaign, that Ross Perot made the case against NAFTA. He was one of the first US politicians to warn Americans of what would happen as a result of that trade deal, claiming that the “giant sucking sound” they were about to hear was the rush of middle-class jobs draining away into low-wage Mexico.1 Although that turned out to be prophetic, Perot took home only 19.7 million votes. More than two decades later, a guy named Donald Trump wasn’t interested in losing.

			The world in which Donald Trump found himself campaigning, ahead of the 2016 presidential election, was very different from the one Ross Perot had experienced—and Trump himself was a very different sort of billionaire from the earnest former Boy Scout. When it came to shaping his political persona, Trump took cues from one his earliest political mentors, Jesse “the Body” Ventura, whom Trump first met through his involvement in promoting World Wrestling Entertainment Inc. (WWE). In 1998, the famous wrestling star walked away from the ring to run for governor in his home state of Minnesota. He ran as a Reform candidate, choosing to join the party Perot had founded. (Neither the Republicans nor the Democrats were particularly keen on the prospect of a hulking bully who had made a wrestling career as a cheater and a heel representing them on the campaign trail.)

			In what would turn out to be a pattern repeated around the world, the establishment parties got it wrong. They were either unwilling or unable to sense that change was in the air. Ventura carved out a sizeable niche among the Minnesota electorate, who were tired of the endless parade of professional politicians that both parties insisted on trotting out year after year. Claiming to have a direct line to the people, Ventura triumphed: “the Body” became the thirty-eighth governor of Minnesota. And since he wasn’t beholden to any political party apparatus, Ventura could pretty well take whatever positions he felt like on the issues facing the state legislature. It turned out that a heel could not only beat both establishment candidates but also be a pretty good governor. When Ventura left office in 2003, he ended up a fellow at the John F. Kennedy School of Government at Harvard. That’s a long way from the ring.

			Donald Trump was watching. He’d been mulling over a run at the presidency for the better part of a decade, and had publicly mused that 2012 might be the year. For a time, he considered running as an independent, hoping the Ventura approach could work for him in Washington. He would position himself as an outsider—not a professional politician sullied by the swamp that Washington had become, with its cesspools of special-interest groups and lobbyists with their chequebooks always at hand.

			Trump surely recognized that running as an independent would be a daunting task. Andrew Jackson—whose portrait adorns the US twenty-dollar bill and space on the wall in Trump’s Oval Office—was the last president of the United States to win as an independent, and that was back in 1829. It wasn’t that others hadn’t tried. Many did, but they all lost. These days, it takes a vast organization and party machinery to win a US presidential election. For Trump, this meant that winning the White House as an independent was going to be a lot more difficult than Ventura’s quest to become a state governor. So, despite having described himself as more of a Democrat than a Republican over the years, and in fact having registered as a Democrat, Trump announced his intention to run in the primaries for the leadership of the Republican Party. Of course, being a billionaire didn’t hurt. Unlike other contenders, Trump didn’t have to worry about raising campaign funds, although it turned out he was no slouch in that department.

			He also didn’t have to pen weighty op-eds in The New York Times or The Washington Post, like other aspirants for party leadership did. He had other ways to get his message out. His exploits—negotiating huge Manhattan real estate deals; writing bestsellers like Trump: The Art of the Deal; promoting Miss Universe pageants; and, of course, starring in his own blockbuster reality TV show, The Apprentice—all gave him a huge following in the tabloid press. And he was betting there were a lot more people reading the tabloids than the newspapers of the country’s elite.

			More importantly, he was also betting on the fact that many Americans were fed up with the status quo and convinced that nothing much ever changed for them, regardless of whether a Democrat or a Republican was sitting in the White House. He figured that’s why many of them no longer bothered to vote. He addressed those underlying sentiments of frustration and apathy by borrowing, and later even trade-marking, the “Make America Great Again” slogan from the last American populist president, Ronald Reagan.

			That message resonated with the millions of Americans who were feeling anything but great about themselves or their futures. And as would soon be revealed at the polls, there were a lot more of those folks out there than the political pundits had recognized. What Trump understood and capitalized on was a growing undercurrent of resentment in American society, a resentment felt by those who saw themselves being left behind. The “Make America Great Again” message tapped into nostalgia for a not-so-distant past when most Americans still had middle-class jobs. Trump has been accused—often—of cynical opportunism, but on this key issue he has been very consistent. As far back as the time of the Seattle riots, Trump was on record as saying that America was getting ripped off by China in trade deals and needlessly losing valuable manufacturing jobs.2

			In the aftermath of what seemed like an improbable victory for Trump, analysts and commentators who were unhappy with the outcome immediately pointed their fingers at “angry old white men,” the embittered victims of globalization—as though unemployment turned middle-aged men Republican. What they forgot was that Bernie Sanders, the most progressive Democratic candidate in decades, had run for the nomination on a very similar platform to Trump’s.

			Trump and Sanders might not have agreed on much, coming as they did from polar opposite ends of the ideological spectrum, but what often gets lost in the narratives on their respective campaigns is that they were on the same page in terms of how they viewed the world trading system and its treatment of American workers. And both directly sought the support of those workers. Sanders relentlessly attacked Hillary Clinton, his establishment opponent in the Democratic primaries, for her unqualified support for globalization and the free trade deals that did nothing but increase its sprawl. He dismissed the so-called progressive idea of “open borders” on the grounds that it would lower wages and increase unemployment—the same issues Trump was capitalizing on in his campaign.

			Both Sanders and Trump bucked the established positions of their respective parties in denouncing the global trading system as fundamentally unfair to American workers. Global trading rules, they argued, gave huge commercial advantages to low-wage countries such as China at the expense of American workers (and workers from other OECD countries). Trade deals like the recently negotiated Trans-Pacific Partnership (which the Obama administration had signed) or even the long-standing NAFTA were destroying factory jobs in the United States and, with them, America’s shrinking middle class, once the backbone of the nation’s economy and the heart of American society. Most of all, both Trump and Sanders questioned China’s unfair trade practices and the country’s massive trade surplus with the United States, which had cost American factory workers millions of jobs.

			But challenging global trade rules wasn’t on the agenda of either the Democratic Party establishment or the Republican Party elite. And neither considered American industrial workers to be part of their vision of the country’s future, which was all about fintech, robotics, artificial intelligence and investment banking. Factory workers were the expendables—an unfortunate but necessary casualty in the battle to stay on top of the fast-moving world of economic progress and technological change.

			Making the plight of America’s long-forgotten and politically disenfranchised industrial labour force the centrepiece of an election campaign not only held little appeal to either party’s establishment, the message also didn’t resonate well within corporate America, which for the most part strongly favoured global free trade.

			Many American companies were benefiting from trade agreements promoting ever-greater levels of global trade. Apple, for example, had vast supply chains in China, along with a vast number of iPhone sales.3 At the same time, however, most American workers were being left behind, seeing few if any real-income gains over decades running. And they weren’t alone. Workers across OECD countries were in the same boat, either losing their factory jobs or taking huge pay cuts to keep them. The unrelenting offshoring of factory jobs and the associated undercutting of wages were, in fact, shrinking the middle class in pretty well every developed economy in the world. Across the OECD their share of the population has declined and their share of national income has fallen even more.4

			Little wonder, then, that politicians looking for an issue on which to hang their hat might settle on the very same conflict that spurred on those protestors in Seattle in 1999. In a time when the rich were getting ostentatiously richer and the middle class was evaporating before our eyes, the age-old battle between the “people” and the “elite” seemed primed and ready for another round. Populism—which had been hanging around as a school of political thought since the nineteenth century—once again started to sound appealing, and this time, it promised to do something about the fallout from globalization. Both the Sanders camp (on the left wing of the Democratic Party) and the Trump campaign (on the right wing of the Republican Party) argued that further globalization was neither desirable nor inevitable. In fact, both candidates vowed to turn the clock back to a time when most things sold in the US economy were actually made by Americans, and when those making them enjoyed a steadily rising standard of living.

			Trump’s message may have struck a chord with voters, but it didn’t resonate well with the media. His controversial views on trade and immigration were ridiculed in the mainstream press, and his campaign chances were essentially dismissed by every major news network in the country. But to their shock and dismay, “The Donald” beat out sixteen other candidates in the most widely contested Republican primaries ever to grab the nomination of the Grand Old Party. (The same media outlets were almost equally dismissive of Sanders’s attempt to secure the Democratic nomination, even though he ended up capturing 46 percent of delegate votes at the party convention.5)

			The Republicans rolled the dice and won the election. The Democrats played it safe and lost. The difference was that the Democratic Party machinery was able to ensure that Sanders never got on their ticket. While Sanders’s surprisingly strong campaign captured twenty-three primaries, the party closed ranks around status quo candidate Hillary Clinton and did everything it could to prevent a Sanders nomination. On the other side of the aisle, the Republican establishment failed in its similar attempt to prevent a rogue outsider from hijacking the party and its platform. But it could just have easily been a two-outsider race.

			Despite his shocking win in the primaries and then at the party convention, Trump still wasn’t convincing the mainstream media, who didn’t give him any better a chance of winning the election than they had of getting the Republican nomination. As a result, the GOP stunned the world when its improbable candidate took the White House. After all, the political novice was going head-to-head with wily veteran Hillary Clinton, the very well-versed, well-informed and politically connected senator, former First Lady and former secretary of state. The media projected an overwhelming victory for Clinton. Polls gave her between a 70 and 99 percent chance of winning. But like the sixteen other Republican candidates who ran against Trump in the primaries, Hillary Clinton learned you can’t always believe the polls, and you can’t always believe what you read in the news.

			BREXIT AND THE RISE OF POPULISM

			One of the ironies of globalization is that it has made the recent uptick in populist sentiment global too. After all, if middle-class American voters left behind by free trade eventually got frustrated enough to dig in their heels, it stands to reason that the disenfranchised in other developed countries would feel the same way.

			In fact, if the Clinton campaign had been paying attention, they might have noticed the warning delivered by the Brexit referendum in the United Kingdom: people were reaching the end of their rope when it came to tolerating the status quo. As unlikely as it had seemed that a huckster real estate tycoon might become president of the United States, it was almost equally unimaginable that voters in Great Britain would decide to leave the European Union. London was, after all, doing quite nicely as part of the trading bloc. But a few months before the American election, that’s just what they did.

			Of course, it wasn’t the investment and banking communities of London’s famous financial district, the Square Mile, that voted to leave. They were solidly in favour of maintaining the status quo and remaining in the European Union. After all, they were its financial centre. Members of these communities issued a steady stream of warnings that Brexit would be disastrous for the British economy. In other words, they argued, what was good for the financial sector was good for everyone else.

			But everyone else wasn’t buying it. Support for Brexit was the greatest among those left behind in the hollowed-out ruins of the country’s once-mighty industrial areas. Although Brexiters were typically white middle-class males who had become increasingly marginalized in the now

			
			
			
			
			
		

	OEBPS/9780735279407_nav.xhtml

		
			Contents


			
						Cover


						Other Titles


						Title Page


						Copyright


						Dedication


						Contents


						Foreword: Then and Now


						Introduction


						Chapter 1: The New Populism


						Chapter 2: Changing the Rules


						Chapter 3: Today’s Worker: I Ain’t No Fortunate One


						Chapter 4: Left Behind


						Chapter 5: Greater Global Equity (for the Rich)


						Chapter 6: The New Economy: Non-Inclusive Growth


						Chapter 7: Globalization and the Digital Revolution


						Chapter 8: Duelling Giants: The Trade War with China


						Chapter 9: Tariff Man


						Chapter 10: Maybe What’s Good for American Workers Isn’t Good for GM


						Chapter 11: From Free Trade to Managed Trade: The US-Mexico-Canada Trade Agreement


						Chapter 12: Keeping China Away from America’s Back Door


						Chapter 13: Making China Great Again


						Chapter 14: On the Move


						Chapter 15: Déjà Vu


						Afterword: Will the Pandemic Bury Globalization?


						Acknowledgements


						Notes


						About the Author


			


		
		
			Landmarks


			
						Cover


						Cover


						Title Page


						Table of Contents


						Start


						Copyright


			


		
		
			Print Page List


			
						i


						ii


						iii


						iv


						v


						vi


						vii


						1


						2


						3


						4


						5


						6


						7


						8


						9


						10


						11


						12


						13


						14


						15


						16


						17


						18


						19


						20


						21


						22


						23


						24


						25


						26


						27


						28


						29


						30


						31


						32


						33


						34


						35


						36


						37


						38


						39


						40


						41


						42


						43


						44


						45


						46


						47


						48


						49


						50


						51


						52


						53


						54


						55


						56


						57


						58


						59


						60


						61


						62


						63


						64


						65


						66


						67


						68


						69


						70


						71


						72


						73


						74


						75


						76


						77


						78


						79


						80


						81


						82


						83


						84


						85


						86


						87


						88


						89


						90


						91


						92


						93


						94


						95


						96


						97


						98


						99


						100


						101


						102


						103


						104


						105


						106


						107


						108


						109


						110


						111


						112


						113


						114


						115


						116


						117


						118


						119


						120


						121


						122


						123


						124


						125


						126


						127


						128


						129


						130


						131


						132


						133


						134


						135


						136


						137


						138


						139


						140


						141


						142


						143


						144


						145


						146


						147


						148


						149


						150


						151


						152


						153


						154


						155


						156


						157


						158


						159


						160


						161


						162


						163


						164


						165


						166


						167


						168


						169


						170


						171


						172


						173


						174


						175


						176


						177


						178


						179


						180


						181


						182


						183


						184


						185


						186


						187


						188


						189


						190


						191


						192


						193


						194


						195


						196


						197


						198


						199


						200


						201


						202


						203


						204


						205


						206


						207


						208


						209


						210


						211


						212


						213


						214


						215


						216


						217


						218


						219


						220


						221


						222


						223


						224


						225


						226


						227


						228


						229


						230


						231


						232


						233


						234


						235


						236


						237


						238


						239


						240


						241


						242


						243


						244


						245


						246


						247


						248


						249


						250


						251


						252


						253


						254


						255


						256


						257


						258


						259


						260


						261


						262


						263


						264


						265


						266


						267


						268


						269


						270


						271


						272


						273


						274


						275


						276


						277


						278


						279


						280


						281


						282


						283


						284


						285


						286


						287


						288


						289


						290


						291


						292


						293


						294


						295


						296


						297


						298


						299


						300


						301


						302


						303


						304


						305


						306


						307


						308


						309


						310


						311


						312


						313


			


		
	

OEBPS/images/9780735279407_title_page.jpg
HOW THE MIDDLE CLASS
GOT SCREWED BY
GLOBALIZATION






OEBPS/images/Rubi_9780735279414_all_6p_r1_Page_iii_Image_0001.jpg
Penguin
Random Housge
RANDOM HOUSE CANADA






OEBPS/images/9780735279407_cover.jpg
THE
EXPENDABLES

HOW THE MIDDLE CLASS
GOT SCREWED BY
GLOBALIZATION

JEFF RUBIN

111111111111111111111





