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BRETTON WOODS

I'm taking 1971 as my starting point because that was the year Richard Nixon ended the convertibility of the dollar into gold which had been a central pillar of the post-war 'Bretton Woods' arrangement. Under Bretton Woods anyone possessing a dollar could in principle demand a fixed equivalent quantity of gold. The gold that belonged to the different participating countries was stored in 'Fort Knox'. Those of my generation will remember the near mythical status 'Fort Knox' had in the fifties and sixties as the storehouse of the world's wealth. I doubt if the term would mean anything very much to those born after, say, 1965. 

The advantage of this system was that the participating countries were no longer reliant on their own individual stocks of gold to establish the value of their currencies. The value of their currency was measured in relation to the dollar backed by the total gold stocks of all the countries concerned. The advantage for the US was that it could buy imports in its own currency, which was pretty well universally accepted. The fact that this is an advantage still enjoyed by the dollar indicates that maybe the idea of gold as a guarantor of value was a convenient fiction. 

The significance of 1971 is, then, that it marked the end of this fiction, the end of the long history of gold as a guarantor of the value of money. The gold standard presented at least the illusion that paper money represented something 'real' and could not just be issued at will by banks and governments. It was a discipline which, however, tended to be suspended in times of crisis such as wars and financial crises as, for example, the 1930s. But it was regarded as an ideal to be aimed for because a currency based on gold would have a secure internationally recognised value. It gave a country the ability to be an important player in the international economy. But it had severe disadvantages in restricting the availability of money in the local economy. Hence Winston Churchill's reintroduction of the gold standard at a pre-war valuation in 1925 limited the amount of money available to pay wages and produced the General Strike of 1926. In the late nineteenth century the restriction of the dollar to gold produced William Jennings Bryan's call for 'bimetallism', so that the money supply could be expanded to include stocks of silver as well as gold. Indeed a major reason for Nixon's decision in 1971 was that the US was already producing dollars far in excess of its gold reserves in response to the needs of the Vietnam war and President Johnson's 'great society' reforms. This was leading other countries, notably France, to worry about the real value of the dollar and to begin a process of claiming the gold equivalent of their dollar holdings. 

However unsatisfactory it might have been to red Socialists, the Bretton Woods arrangement, which freed individual European countries from the need to tie their currency to their own gold stocks, was favourable to a fairly steady improvement in the living conditions of the working class. Central banks were closely tied to government policies which, throughout Europe, posed full employment as one of their principle aims. It is important to recognise that this was not a specifically 'Socialist' ambition. In Britain the Conservative Party had opposed the introduction of the Labour Party's post war welfare reforms, but in power through the 1950s and early 1960s, they continued to implement them. 

CHRISTIAN DEMOCRACY AND SOCIALISM

As we all know, the policy tools that made this possible had been developed by J.M.Keynes and William Beveridge, neither of whom defined themselves as Socialists. In Europe as a whole the major post war political tendencies were Communism (banned in West Germany), Socialism and Christian Democracy. But Christian Democracy was far from being a simple 'conservative' tendency. Its leading ideas had been developed prior to the war in a sometimes quite rough conflict with the conservatism of the church. A Christian trade unionism had developed capable of quite militant action and Christian Democrats had played a prominent role in the resistance movements against Naziism and Fascism. In the immediate post war atmosphere the church outside Spain and Portugal had to come to terms with its more 'left-wing' supporters. To quote a contemporary account:

'The contemporary Catholic left-wing, which finds its most fully developed expression in the "young theorists" of the MRP [the French Mouvement Republicain Populaire- PB], proposes a more radical solution of the social problem. Although they point to the inspiration of the "corporatist encyclicals" (Rerum Novarum and Quadragesimo Anno), they avoid the use of the term because of its authoritarian associations. They employ such language as the "organised profession," the "enterprise economy," the "work community." The corporatist idea of these young reformers involves a fundamental change in property ownership. The ultimate aim is to transform all larger enterprises into "work communities," in which labour would share in ownership and policy-making with the managers and technicians. The stockholder would become a mere creditor, entitled to interest on his investment, but not to policy control ... 

'This MRP program is viewed as a long-range plan to be achieved and perfected through experimentation, and dependent for its ultimate success on a general rise in educational and moral standards. It also presupposes the development of new types of public officials and technicians with a "taste for initiative, and a passion for progress." The public officials should act as "animators" and not as controllers of the professional councils. Essentially the success of the plan is to be dependent on the gradual transformation of human motivation, and the development of elites of administrators, workers, technicians, and of owners (of small and medium sized enterprises) all animated by faith and enthusiasm "which will open wide the gates of hope.'" 

'Similar "Christian Socialist" tendencies are to be observed in the Belgian, Dutch, German, and Italian Christian parties. These views have some popularity among the Catholic (and in Germany the Protestant) intellectual elites, and among the Catholic trade unionists. But only in France has this form of socialism become the explicit, official program of a nation-wide Christian party. In Germany there are at least three regional centres of Christian "social" ideas - in the Rhineland (in the Zentrumspartei), in Hesse (in the Arbeitsgemeinschaft fur Christentum und Sozialismus and the Frankfurter Hefte group), and in the CDU of Berlin and the Eastern Zone. The Zentrum approves socialisation of monopolistic and semi-monopolistic industries such as the mining, iron and steel industries. It also approves socialisation in industries in which "... the owners use the capitalistic form of enterprise as a means of exploiting their workers". The meaning of this criterion is unclear; in general, the Zentrum has avoided committing itself on the extent of socialisation. 

'It is quite clear, however, that its position is considerably to the left of the Christian Democratic Union in the Rhineland-Westphalian region. The CDU in this area, under the leadership of Konrad Adenauer, has taken a conservative-liberal position. There is no mention of corporatism in their proposals. Adenauer's program recommends a splitting up of some large industrial concentrations. The power of monopolistic enterprises is to be limited by giving a share in their control to government agencies, and the workers " ...without stifling the initiative of the entrepreneurs." This form of mixed control is specifically recommended for the coal and steel industries. At the same time Adenauer recommends that small and medium sized industries be fostered, and that legitimate private enterprise be protected from intervention. The CDU opposed the Social Democratic-Communist proposals for socialisation in the Ruhr-Rhineland region, while the Zentrum favoured them. There is, indeed, a left-wing group in the Rhineland CDU which is dissatisfied with Adenauer's leadership ...

'In Italy, a small Christian Social Party led by Elio Rosini has attacked the alleged conservatism of the dominant Democristiani, and favours extensive socialist reforms. Within the Christian Democratic Party itself Giovanni Gronchi leads a left-wing tendency which favours the ultimate elimination of the owning classes. His views are perhaps close to the humanist socialism of Saragat. The official position of the Democristiana is hardly an old style liberalism. It favours a form of planning which "will not stifle individual initiative." State ownership and intervention are favoured for the banking and heavy industry fields. At the same time the great majority of business enterprises are to remain free of bureaucratic state controls. De Gasperi promises agricultural reforms "...to reduce to the minimum the number of daily labourers and to train them into small holders." Co-operative forms of organisation are recommended in the agricultural regions ...

'The Vatican, the Italian hierarchy and Catholic Action, are not at this time pursuing a negativistic anti-Communist line. Their pressure appears to be in support of the "centre" in Italian politics, encouraging common action with the moderate socialists, favouring agrarian reforms, limiting the powers of large capital, and measures of economic planning." ... '

While in France, for example, the more leftwing MRP gave way to De Gaulle's Rassemblement du peuple français
 and the more right wing Konrad Adenauer came to dominate the German Christian Democratic Union, both right and left had in common a suspicion not just of the Social Democratic emphasis on a centralised state but also of the individualism associated with Liberalism. The central common idea was co-operation at levels below the level of government, following the specifically Catholic doctrine of 'subordinationism',
 stressing the maximum possible independence within an 'organic' state of natural groupings - families, schools, local communities, industries etc - hence a form of decentralised collectivism and rooted dislike of both commercial competition and class conflict.

The post-war consensus could also draw on the experience of the Roosevelt 'New Deal' in the US in the 1930s and, though we may be reluctant to admit it, the relative success of the inter-war Fascist economies which had also been concerned to bend industrial policy to serve the interests of the society as a whole, with a particular emphasis on the aim of full employment, combined with a loose approach to monetary discipline. I think, putting it very crudely, that Hitler's policy was to pay the German workforce with a fiat money (unsupported by gold) that could not be used internationally and to obtain necessary imports through a barter system whereby imports were traded directly against locally produced exports.

WAS MARX PROVED WRONG?

When I got interested in politics in the 1970s, defining myself as a 'Communist', I was continually being told that Marx had been proved wrong because he thought the condition of the working class under capitalism would inevitably be subject to continual worsening, The broad argument was that in a competitive system enterprises have to continually try to to reduce their costs in relation to their competitors. They can't do much to affect the cost of the materials they need to conduct the business (short of a government willing to engage in war against the countries of origin). The most flexible cost is the wage packet, especially under conditions of high unemployment.

What has stood in the way of this 'race to the bottom' is of course government action. Back in 1926 again, one of the reasons that led Ernest Bevin, greatest of English Socialists, to call off the General Strike, was his view that what was on offer in the Samuel Report on the Coal Mining Industry was a long term benefit that was worth acceptance of a short term wages cut. Sir Herbert Samuel was proposing that the industry, which at that time was made up of a wide range of separate enterprises competing with each other, should instead be treated as a single national entity with a common wage structure determined by negotiation at national level. In 1928-9, Bevin, greatly criticised by the left of the trade union movement, participated in the 'Mond-Turner talks', discussing with leading industrialists the problems of British industry taken as a whole, and subsequently, in 1930, under the newly elected Labour government, he sat on the MacMillan Committee which heard lengthy testimony from Keynes, who had just published his Treatise on Money, thus gaining an understanding of the operations of the money market. Perhaps the best decision Churchill ever made - though difficult to reconcile with his general world-view - was to put Bevin, as Minister of Labour, in charge of the wartime economy, thus laying the foundation stone of the post-war welfare state.

I and the group of people I was working with (the British and Irish Communist Organisation) broadly accepted that the postwar settlement had established the conditions for a steady advance in working class wellbeing and consequently power, which, we argued, could only be developed further by an advance in working class responsibility for decision making rather than the negative power of making demands on an increasingly powerless management class. It was for this reason that we supported the Report on Industrial Democracy, published in January 1977 under the chairmanship of Alan Bullock, who had been the major biographer of Bevin. This proposed that the management of major British enterprises should be responsible equally to shareholders and the workforce. Part of the argument was that the workforce had a much more immediate interest in the success of the enterprise than the shareholders who could buy shares and sell them at will. A managerial class uniquely responsible to shareholders (often themselves managers), it was argued, prophetically as it turned out - once freed from the pressures of a powerful trade union movement - would tend to become a self serving caste.

I still regard the failure of the Bullock Report as one of the turning points in my life. Although it was of course opposed by the CBI and the Institute of Directors etc., the main opposition came from the working class itself, or at least from the working class movement, if that is the same thing - nearly all left wing groups (even including the Institute for Workers Control) and most of the trade union leadership (its main trade union supporter had been Jack Jones of the TGWU, in the succession of Ernest Bevin).

It was at that point that I concluded that the Marxist analogy of Bourgeoisie becoming the ruling class followed by the working class becoming the ruling class wouldn't work because the working class lacked what the bourgeoisie had in spades, namely the Will to Power. Bevin had it but he was exceptional and didn't manage to leave behind him an intellectual legacy.

MONETARISM AND TE COLLAPSE OF THE POST WAR CONSENSUS

However what I, and I think my comrades as well, missed at the time was the extent to which the post-war settlement which had enabled the advance of working class interests was already being undermined even prior to 1971. In her book The case for the Green New Deal the Keynesian economist Ann Pettifor, drawing on Oliver Bullough's book Moneyland, tells the story of how the London banker Siegmund Warburg 'began the process of dismantling Bretton Woods by dealing in Eurodollars and trading "offshore" beyond the reach of US regulators.' Without going into the details, he devised a complicated means of undermining 'the Bretton Woods system of checks and balances for the management of cross-border flows of capital.':

'The cumulative impact of this game of "jurisdictional Twister" was a "Eurobond" that paid Warburg's bank a high, real rate of interest, on which no tax of any kind was paid and which could be turned back into cash anywhere. The "walls" of the international financial fortress had been breached, and henceforth eurobonds were to become the battering ram which broke down the carefully constructed Bretton Woods system of managed finance. Thanks to Warburg's ambitions, investors in capital markets had been "liberated" from the oversight and management of regulatory democracy ...

'By gradually discrediting and tearing down the Bretton Woods architecture in the 1950s and 60s, the finance sector and its friends in governments and academia dismantled the international framework of what is universally known as the "golden age" of economics. On one Sunday night in 1971 - and without consulting any of his allies or indeed any international institutions - President Nixon, in an event that came to be known as the "Nixon shock", unilaterally dismantled the international financial architecture so carefully constructed at Bretton Woods. He did so without putting any other system in its place. Once again the international finance sector was in control. In the absence of a sound international framework governed by pubic authorities, societies and their elected representatives in both rich and poor countries were once again rendered relatively powerless. Democratic governments were denied effective agency over the management of domestic economies. By the 1960s (sic - PB. 1980s?], financial deregulation had restored private authority over both the international financial system and national economies.'

In 1967 Milton Friedman became President of the American Economic Association. In his presidential address he laid out the argument that 'monetary policy' - control of the money supply - was a much better policy for stabilising the economy than fiscal policy (government spending and taxation).
 The theory was - if I've understood it aright - that the money banks lend, and so the money that is available for investment, is dependent on the policies of the Central Bank - through the reserve ratios banks are expected to keep with the Central Bank as a guarantor of their ability to lend, the 'discount rate' charged by the Central Bank to lend money in the event of overnight liquidity shortages, and through the buying or selling of government securities. By these means the Central Bank can encourage banks to lend at reduced interest rates thus facilitating investment; or alternatively discourage them thus discouraging investment. Too much investment can produce higher rates of employment but with the risk of inflation and a level of production that is unsustainable in the market. In that case the level needs to be reduced at the risk of higher unemployment and deflation. 

Left to its own devices the system will balance out, ie booms will result in busts and vice versa, but the process is painful. The ideal is a balanced economy, neither too hot nor too cold, with a steady rate of growth and this is what the Central Bank policy with regard to reserve ratios, the discount rate and the purchase and sale of government securities is supposed to achieve. 

But the main thing in the eyes of Friedman and his followers is that the Central Bank should be independent of government control. Its purpose and policies should not be dictated by politicians responsible to the electorate. The expertise required is like the expertise of a doctor or a dentist, a clearly defined technical task. In the immediate post war period under the influence of Keynesian economics, the Central Bank was seen as one of the tools available to government and one of the clearly defined tasks of government was to maintain full employment. 'Full employment' has now been redefined as whatever level of employment is required to keep the economy sufficiently in balance (between inflationary and deflationary pressures) to maintain a steady rate of growth. It is called the NAIRU - the non-accelerating inflation rate of unemployment. The battle against unemployment is tributary to the battle against inflation.

The problem with all this was to be cruelly exposed by the 2008 crash and its aftermath. The means the Central Bank has at its disposal to influence activity in the real economy are in fact very limited. They cannot address the underlying problem, which is a problem of production (production in the older European economies being undercut by competition from cheaper and often better production in the emerging South Asian economies) and demand (producers responding to this competition by cutting costs ie wages and governments responding to the reduced tax intake by cutting expenditure). Nor indeed in what appears to be its own field, the financial services industry, have its tools proved to be very effective. In a sense the means at the disposal of the Central Bank (control over reserves and over the amount of hard cash that is in circulation in the economy) could be described as the ghost of the gold in Fort Knox. Most of the money in circulation at the present time, especially in the digital age, is what Keynes called 'fountain pen money'. It is created when banks make loans. What disciplines it isn't anything the Central Bank can do. It is the expectation that at some point the loans will be repaid. When that expectation is disappointed a bubble will burst. Well before the big bubble burst in 2008 there had been a series of smaller but still highly destructive bubbles. To quote the Marxist economist Robert Brenner: 'Every so-called financial expansion since the 1970s very quickly ended in a disastrous financial crisis and required a massive bailout by the state. This was true of the third-world lending boom of the 1970s and early 1980s; the savings and loan run-up, the leveraged buyout mania, and the commercial real estate bubble of the 1980s; the stock market bubble of the second half of the 1990s; and, of course, the housing and credit market bubbles of the 2000s. The financial sector appeared dynamic only because governments were prepared to go to any lengths to support it.'

I have engaged in that necessarily superficial account of monetarism because the 'failure of Socialism' of my title was largely a matter of the acceptance of this argument by Socialist parties and Socialist governments, starting with the British Labour government of the 1960s.

I can remember the Harold Wilson government inveighing against the stock exchange and therefore against finance capital, appealing to us all to 'buy British', putting limits on the amount of money ordinary tourists were allowed to take out of the country. I'm guessing that this may have been connected to the Warburg bank's ability to evade capital controls that had been part of the architecture of Bretton Woods and therefore to export large sums of money out of the country. At any rate, Britain in the late sixties was faced with a major balance of payments problem, meaning that it was importing more than it was exporting, meaning that it was losing money abroad. In those circumstances, the government negotiated a loan from the International Monetary Fund, another part of the Bretton Woods architecture designed to help governments that had got into difficulties by acting as an international 'lender of last resort'. But it seems that the IMF, based in the US, was beginning a process of conversion to Friedman's ideas. In Britain itself, there was an immense push in this direction in, for example, the British professional paper, The Banker, in the Financial Times (in particular the articles of Samuel Brittain), and indeed in the Quarterly Bulletin issued by the Bank of England itself. In these circumstances, the Labour government agreed as part of agreement signed with the IMF 'that the Bank of England would start controlling the money supply - and in particular domestic credit expansion',
 a key step towards adoption of the monetarist programme taken well before Margaret Thatcher came to power.
It proved however to be a false start, getting somewhat lost in the dramas of the 1970s - miners' strikes, OPEC oil pice hike and the attempts of both Tory and Labour governments to control wage push inflation through a prices and incomes policy. But in December 1976, Denis Healey wrote a 'letter of intent' to the IMF, agreeing to a programme of harsh spending cuts and monetary restraint in exchange for another loan. Fazi and Mitchell say (loc 1289): 'This was a watershed moment for Labour, reinforcing a change in policy orientation away from full employment and social welfare toward the control of inflation and expenditure.'
This, we may remember, coincided with the debate over the Bullock Report. I remember a discussion I had at the time in Cambridge with the prominent Communist Party economist, Bob Rowthorne. He was arguing against Bullock on the grounds that, now that industry and capital were free to move outside national boundaries, there was nothing, or very little, useful to be done at the national level. The working classes in different countries were effectively in competition with each other and any advance in the power - whether the bargaining power or management power - of the one would simply result in management and capital's transfer of affections to the other. We may remember the argument against Marxism I had encountered in the 1970s. Marx had argued that capitalist competition was a race to the bottom to reduce production costs and therefore, in the first instance, wages. But because of government engagement following the war, this was no longer the case. Government however was now disengaging and the world was - and still is - coming to resemble Marx's original vision.

THE TOURNANT DE LA RIGUEUR IN FRANCE

So far I've been speaking mainly about Britain. The first major attempt at a real monetarist experiment was made by Giscard d'Estaing who came to power as President of France in 1974. Giscard of course had no pretensions to being a Socialist but this was nonetheless a radical change in the French consensus which, during de Gaulle's long reign, had favoured policies of government intervention and national sovereignty. But the real failure of French Socialism came after the victory of François Mitterand in May 1981. Given that the Left had been out of office since the formation of the Fifth Republic in 1958, this was a huge event - a response to the austerity that had been imposed under Giscard by the Minister of Finance, Rayond Barre. Mitterand's 110 Propositions for France was an ambitious programme for a Keynesian economic reflation and redistribution. 'A burst of reformist activity rarely seen anywhere in advanced capitalism since 1947 began immediately following the 1981 election. There were nationalisations on an unprecedented scale, plus reforms to strengthen union and worker rights on the shopfloor. The government began a bold redistributive scheme of demand stimulation. Social programmes were reinforced and certain new measures such as early retirement and work sharing were introduced. The promotion of research and development, culture, gender equality and education received new attention and bigger budgets.' 
 Fazi and Mitchell (loc 1481) describe it as 'an attempt to revive and extend the post-war dirigiste model that the previous right wing government had attempted to dismantle.'

Ross and Jensen however suggest that the programme had been the result of Mitterand's support for the left wing 'CERES' group within the Socialist Party, largely ex-Communist Party members, as a means of seeing off a leadership challenge from Michel Rocard, formerly a leader of the 1968-era Parti Socialiste Unifié. Mitterand 'thus moved towards his 1981 presidential candidacy with a party whose programme, written by CERES, was considerably to the Left of most of its membership and electorate ... For the Socialists ... [the] programme had always been more rhetorical currency to undercut the Communists than commitment to policy. The Left did move quickly to implement the new reforms but its pre-1981 history meant that many of its new policies were more in the nature of slogans than of maturely thought-out approaches to change. Worse still, little thought had been given to the difficulties, especially those caused by the parlous state of the economy which were certain to ensue as the government tried to carry out these measures. Given that the PS was considerably to the right of its programme, and that the President was much more of a manoeuvrer than a man of deep left principle, the likely trajectories were not difficult to predict.' (pp.34-36). 

Ross and Jensen put this 'parlous state of the economy' down to contradictions within the capitalist reform programme of Giscard d'Estaing and Raymond Barre, sufficiently brutal to alienate the working class and create the impetus for Mitterand's victory but not sufficiently brutal to impose a thoroughgoing neo-liberal logic as Thatcher was later to do: 'The living standards of French workers - those employed to be sure - continued to rise during this period along with spending on the social services ... Barre's attempts to control international problems through an overvalued franc heavily penalised French industry's already weak trade positions. In consequence, investment virtually ceased in French industry after 1974. Such muddling through set a time bomb ticking for whoever took charge of the economy in 1981. The absence of serious deflationary policies plus administrative controls to keep unemployment levels down meant that capital could not 'purify' itself in ways which would otherwise have been dictated. An overvalued currency artificially cut back the limited export prospects of an industrial base which was already at the outer margins of competitiveness ... One index of how desperate the situation had become was that virtually all of the industrial conglomerates which the Left had pledged to industrialise [sic. nationalise? - PB], a group which included the fine fleur of French multinational corporations, were deeply in the red by 1981. For similar reasons French agriculture was also in desperate shape.'  
On top of that, Europe was facing what was called the 'Volcker shock', when the US treasury introduced a very high interest rate policy, radically raising the value of the dollar. In response, the German Bundesbank did likewise so as not to lose value relative to the dollar and France, as a member of the European Monetary System, precursor of the Eurozone, was forced to do the same. The EMS had been designed by Giscard and by the then German chancellor, the Socialist Helmut Schmidt. It anchored all participating currencies to the German mark through the Exchange Rate Mechanism (ERM), meaning that, following Fazi and Mitchell: 'a nation facing reduced international competitiveness had to cut costs (for example, by constraining wage rises) to bring its inflation rate down and constrain domestic demand to reduce growth in national income and GDP, in order to reduce spending on imports.' Fazi and Mitchell continue: 'By tying the French franc to the German mark through the ERM, the EMS restricted the French government's ability to adjust monetary policy to meet the country's macroeconomic needs.'
'Mitterand found himself in a position where a decision had to be made about whether to leave the EMS or abandon the progressive agenda. Regrettably he chose the latter path. In the Spring of 1983, Mitterand and the Socialists suddenly and drastically reversed course, in what became known as the tournant de la rigueur ... Mitterand was convinced by his finance minister (and future president of the European Commission) Jacques Delors to adopt a "strong franc" policy in which the French franc would be purposely overvalued to ensure monetary stability and to counteract inflationary pressures. On 16 May 1983, the European Council extended a large foreign currency bailout to France on condition that it tighten fiscal policy. The French agreed to limit their fiscal deficit to 3 per cent of GDP in 1983 and 1984, restraining social security and unemployment insurance payments and cutting the capacity of state owned industries to borrow ...'
Effectively Mitterand began to pursue a policy similar to the one Thatcher was pursuing in Britain, forcing mass layoffs in steel (25,000 jobs), ship building (6,000 jobs, reducing its capacity by 30 per cent) and mining (over 20,000 jobs). Fazi and Mitchell describe it as a product of 'the long standing battle between the old-school planners - who supported a policy known, literally, as 'l'autre politique' (essentially to close off France's markets, to float the franc and reject the constraints of the EMS) - on one side and the economists and technocrats of the Trésor (Finance Ministry) and the Banque de France on the other, who had been advocating price stability, financial austerity and 'European solidarity' long before 1983. These included prime minister Pierre Mauroy, Trésor director Michel Camdessus (who subsequently went on to become the über-liberal governor of the Banque de France and then the head of the IMF, and finance minister Jacques Delors.'
Note that this is not a straightforward battle between 'Socialists' and 'Conservatives.' The 'old school planners' had established themselves during the long period of De Gaulle's reign and probably identified more or as much with the European Christian Democratic political tendency as with the Socialists. The Socialist Jacques Delors declared that 'National sovereignty no longer means very much, or has much scope in the modern world economy ... a high degree of supra-nationality is essential' and many Socialists agreed, believing that Mitterand's experiment had proved the impossibility of substantial Socialist reform within the nation state. We might remember my conversation, mentioned earlier, with Bob Rowthorne.

NEO-LIBERAL FOUNDATION OF THE EURO

In 1985 Delors became President of the European Commission, playing a crucial, indeed the crucial, role in establishing the European Monetary Union, the Eurozone, a quite extraordinary achievement, since it involved persuading the participating countries - including Germany which was the overwhelmingly dominant force in the existing European Monetary System, 'the snake', - to renounce control over their own currencies, perhaps the most important of all the prerogatives of national sovereignty. Essential to Delors' project was the establishment of a European Central Bank which would be independent of any political, governmental control, and charged with the sole mandate of ensuring price stability.

Previous arguments for a Central Bank - Werner Report, 1970; MacDougall Report, 1977 - had presupposed a pre-existing political union, but under the Delors scheme, the national governments retained a nominal sovereignty, including over fiscal policy, but without the right to issue or to manage their own currency. The Delors plan was drawn up by a committee which, at Delors' own suggestion, excluded economics and finance ministers, consisting only of the governors of central banks. Essential to the plan was the principle that the Bank would be prohibited from directly supporting member state governments in time of need, that the sole policy available to maintain price stability was the adjustment of interest rates, and that there would be full mobility of capital, not only among EU members but also between EU members and countries outside the EU, by 1992.

One might like to think that Delors, as a Socialist who had decided that Socialism was impossible at the national level because of the international mobility of capital, was building the Eurozone as a means by which capital would be brought under control at a supranational level. One might like to think that, having concluded that it would be impossible under present circumstances to establish a real functioning supranational political authority, he had created a supranational financial order which  would necessarily require a supranational political authority at some point in the future. It would be nice to think all that and indeed that is broadly what I was thinking at the time insofar as I gave it any thought at all. But the fact is that the existing structure is purposefully designed to render the state impotent with regard to developing its economy on anything other than strictly free market - nineteenth century classical economic - lines. To quote Noam Chomsky, speaking in December 2012: 'Europe's policies make sense only on one assumption: that the goal is to try and undermine and unravel the Welfare State.' The system came up sharply against its limitations with the 2008 crash and its aftermath.

I think most people would agree that the 2008 crash was a result of the incompetence and venality of the banking industry. But this in turn was a predictable result of the freedoms given the banking industry by the triumph of the economic theory we have just been discussing.What is extraordinary however is that the indignation naturally provoked by the crash and the demand for radical reform was rapidly overtaken by the disaster that, as an aftershock of the crash, was soon to overwhelm the so-called PIIGS countries, the 'peripheral' countries - Portugal, Ireland, Italy, Greece and Spain, beginning with Greece. 

Initially adoption of the Euro had seemed to be of benefit to Greece. It was assumed that a Greek Euro was as good as anybody else's Euro, Germany's for example. A condition of joining the Euro was a certain ratio of national debt to GDP - 60%. For a gigantic fee however the firm of Goldman Sachs had arranged an accounting scam that enabled Greece to conceal the true, much larger, nature of its debt. I assume this was arranged by Goldman Sachs International which was led by a certain Brian Griffiths, Lord Griffiths of Fforestfach, a much honoured Welshman, former head of Margaret Thatcher's Number 10 Policy Unit and one of the chief advocates and architects of the 1980s deregulation of the British banking industry. I have a couple of articles about him and about his views on Christianity and financial matters on my 'British Values' website.

Because the Greek Euro was regarded as a sound currency, Greece easily attracted cheap loans which enabled it relatively easily to buy German exports, themselves relatively cheap owing to the policy of wage restraint implemented by Germany's Socialist Chancellor Gerhard Schroeder. The loans were largely borrowed from German banks, money the German banks themselves had largely borrowed from US banks. It was a scheme which seemed to be of benefit to everybody until the Greek economy tanked under the pressure of the Crash. From then on repaying these creditors - ultimately the US banks - became the sole concern allowed to the Greek government to the exclusion of any spending commitments it might choose to engage for the welfare of its own citizens. And the medicine was administered by the very banking industry that had been responsible for the Crash in the first place. In the case of Italy the very government was handed over to the technocrat Mario Monti, summoned from his position in Goldman Sachs by the Italian President, the ex-Communist Giorgio Napolitano. His fellow countryman, the Goldman Sachs technocrat Mario Draghi took control of the ECB.

Perhaps a word could be said here about Marxism, which dominated left wing thought in Europe in the post-war period - perhaps even in Germany where the Communist Party itself was banned. Marxism argued that the problems of the working class could not be solved within the framework of capitalism. Consequently, despite an often very perceptive analysis of the problems of capitalism, any policy to remedy those problems short of revolution was regarded as at best a distraction, at worst a variety of Fascism. A certain expertise could be developed in trade union affairs, in local government administration and in cultural matters but not in overall government policy. Hence when revolution appeared impossible and the model provided by the Soviet Union first appeared to be morally discredited (Hungary 1956, Czechoslovakia 1968, Solzhentisyn's Gulag Archipelago in 1973-4), then collapsed, there was nothing left to hold on to except perhaps the idea that capitalism left to its own devices would collapse of its own accord. Consequently little to do other than watch and analyse the continued evolution of capitalism. Those like Napolitano who had a taste for political power could do little more than facilitate that continued evolution following an understanding of it developed by comrades who had regarded it as essentially destructive.

RETURN TO THE NATION STATE?

The situation in which we find ourselves now is highly reminiscent of the late nineteenth century when again there was an international financial system dominated by a single great power - in that case Britain - whose currency was accepted everywhere and which was pressing for the free movement of capital, goods, and services (all fields in which it enjoyed supremacy) but which was being challenged by a rising power - in that case Germany - which, learning from the British experience, had developed a better, more government controlled, economic structure. We have a similar confrontation between the USA, with the dollar still enjoying its status as universal currency, and China, 'driving massive changes in global capitalism through its use of fiscal deficits and planned devleopment' (Fazi and Mitchell, loc 3052). In the nineteenth century the word 'imperialism' was used and it was understood by for example J.A.Hobson, Rosa Luxemburg, and Lenin that the term did not just imply physical possession of the territory of other peoples but also, and more fundamentally, financial domination. It is not far removed from what we call globalisation. One thing missing from the picture however is any sense that there exists for capitalism a 'gravedigger' in the form of the working class.

In these circumstances a reaction in favour of national sovereignty was inevitable. But the reaction such as it has been felt in Britain is strangely contradictory. I have long argued that the instinct of detestation of the EU which produced the Leave victory in the Brexit referendum is essentially protectionist. 'We want our country back'. Yet the ideologues of Brexit - even Farage when he departs from the simple call for Brexit - are all wedded to the monetarist, free trade ideal, precisely the same ideal that is embedded in the current constitutional documents of the EU. They have framed the argument in terms of dismantling even the small measure of protection from the world outside the Europe that is provided by EU regulation - though even that has been largely broken by the recent free trade deal with Canada which includes a clause enabling Canadian firms to sue governments that introduce legislation judged to interfere with their commercial competitiveness.

Meanwhile the British left, which supports European integration in principle, found themselves defending the existing status quo in the face of massive, albeit very badly articulated, working class discontent.

Thanks to Gordon Brown, Britain managed to keep control of its own currency, hence the departure from the EU is easier for us than it would be for countries that have joined the Euro. It was noticeable during the Brexit debates (if they merit that term) that very few advocates of remaining in the EU proposed joining the Euro, and the requirement to join the Euro may well prove something of an embarrassment to the Scottish demand for membership of the EU in the event of an independence referendum. Regrettably the Labour manifesto in the 2019 election contained no reference to the arrangements Gordon Brown had made for the Bank of England - its independence with a mandate exclusively to maintain price stability through the management of interest rates (the same principle as the ECB). It is doubtful if the very ambitious programme outlined by Labour - most notably the proposals for a 'green industrial revolution' - would have been possible without closer government control of monetary policy. 

It is also doubtful if it would have been compatible with EU membership. The Maastricht Treaty includes:

Article 81, prohibiting any government intervention which may affect trade between member states

Article 121, which gives the Council and Commission a right to formulate the broad economic policy of any state.

Article 126 - disciplinary measures which can be applied to any government which goes beyond the permitted deficit level

Article 151, which requires that labour and social policies be subject to the need to maintain competitiveness

and Article 107, which prohibits state aid to strategic industries.

I'm assuming that the articles forbidding the ECB from financing public deficits only apply to the Eurozone countries.

I would like to finish by evoking the major proposition of what is called 'Modern Monetary Theory.' A talk I gave on MMT can be found elsewhere on this website though I don't claim to be a specialist in the field. If MMT were to become generally accepted then the whole history of the last fifty years which I've tried to outline here will appear utterly bizarre. What I've been trying to describe is a series of policies designed to constrain government spending. But what happened in 1971, when Nixon took the dollar off the gold standard, was that a major constraint on the ability of government to spend - the constraint imposed by the relationship between currency and gold - was removed. Governments were provided with the means to substantially increase spending should they so wish by the simple expedient that goes under the misleading but convenient expression 'printing money'. Adair Turner, former chairman of the Financial Services Authority (and former Director General of the CBI) calls it the policy that dare not speak its name, before going on to advocate a modest use of it under the term 'Overt Money Finance.'
 MMT argues that this is actually how money is always produced and that all the rules and constraints, including talk of deficits, surpluses and balanced budgets, are all so much obfuscation. Government is much less reliant on taxes and borrowing than we think it is. It's a big subject to finish on but it's something Britain, controlling its own currency, could use and the Eurozone countries can't. And it is something worth thinking about if we want to use our freedom from EU regulation to restore Britain as a country capable of providing for itself both in the field of manufactured products and of agriculture.  

� Taken from Gabriel A. Almond: 'The Political Ideas of Christian Democracy', The Journal of Politics, Vol. 10, No. 4 (Nov., 1948), pp.756-760.


� De Gaulle came to power with the Union pour la Nouvelle République-Union Démocratique du Travail. The Union Démocratique du Travail represented the left wing of Gaullism with a traditional Christian Democratic emphasis on co-operation between capital and labour. My friend Henri Viaud, publisher of Albert Gleizes, who introduced me to the thinking of Nicholas Berdiaev, had been a militant in the UDT> 


� Also given a Protestant form in the 'sphere sovereignty' of the Dutch theologian and political theorist, Abraham Kuyper.


� Ann Pettifor: The Case for the Green New Deal, London, Verso, 2019, pp.55-6. Oliver Bullough: Moneyland: Why Thieves And Crooks Now Rule The World And How To Take It Back, Profile Books, 2019.


� This and much of what follows is based on my understanding of William Mitchell and Thomas Fazi: Reclaiming the State, Pluto Press, 2017.


� Robert Brenner: What is good for Goldman Sachs is Good for America - The Origins of the Present Crisis, Center for Social Theory and Comparative History, UCLA, 2009. Available on the internet - Google Brenner Goldman Sachs. I quote this and more from Brenner in my essay The Christian Faith and the Financial Crisis Part Two - http://www.british-values.com/index-to-articles/griffiths-2/griffiths-211.html


� Fazi and Mitchell, op cit. I have this in a Kindle version that doesn't give page references. Kindle location 792.


� George Ross and Jane Jenson: 'The Tragedy of the French Left', New Left Review No 171, 8th September, 1988, p.7.


� Adair Turner: Debt, money and Mephistopheles - how did we get into this mess?, talk given to the Cass Business School, 6th February, 2013.





1
1

