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After the New Econony, by Doug Herwood, is a timely book in the besttra-
dition of broad-minded,trencant and critical commentay on economiclife. In
the United Stateswriting of this sort is uncommon,in part becausef the highly
professionalizedhature of economicsasa discipline. Commentatorson the econ-
omy have to work hard to estalish their legitimacy and, justly or not, are often
quickly dismissedas“economicallyilliter ate” or “ignorant of Economicsl01’ by
accreditedeconomistswho guard their turf er cely Even paid-up membersof the
aeacan nd their credibility questionedwvhenthey ventureinto the public sphee,
asPaul Krugmanand JosephStiditz have discareredin the pastfew years Scrutiny
is stricter whenthe message is unorthodox. This makesHerwood arare sh — a
writer whoseeconomicanalysisis both well-worth readingand (sometimegrudg-
ingly) adknowledgedby the gate-keepersaswell-informed.

The conventionalwisdom of the late 199G wasthat the New Economywasan
unprecedentednirade about to transbrm us forever. The conventional wisdom
after the party endedandthe recessioand scandaldegan wasthat it hadall been
“a mix of collective folly and outright criminality.” Herwood insistsit was nei-
ther. From the rst page he arguesthat the New Economycircusemepged “fr om
the innards of the Americaneconomicmachinery,” as somethingthat capitalism
broughtforth from within itself, and not for the rst time. Thoughhedoesrt say
it directly he alsowantsto get acrossthe ideathat, in Marx's phrase,“Capital is
asocialrelation of production.” This s just the corviction that — exotic nancial
instruments global cepital 0 ws andthe complexity of modem market economies
notwithstanding— the world of moneyis rootedin concretesocialrelationships
betweenpeople. A capitalist market economyis not a neutral systemgovemed by
immutable laws of nature. Rather, eventhe powerful forcesof supplyand demand
work within institutional contexts and cultural corventions Mor ethan simply dis-
tortions or impedimentsto the workings of the economythesecontexts help con-
stitute whatthe marketis, and play avital rolein decidinghow the socialproductis
distributed, who getsexposedto the risks of economiclife,and what positionsare
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available within the socialstructure. Thereis substantialroom for political choice
— and political con ict — on ead of thesedimensions

The bestway to bring out this point is to take a compantive approach. The
rst three chapters of After The New Econony take the tenetsof '90s rhetoric
and confront them with evidence rst from of cial data about the U.S and then
from studiesof other countries The trendsin realwages poverty ratesand the
occupationalstructure go along way towardsde ating the grandioseclaims of un-
precedentececonomictransbrmation that were thrown around in the late '90s.
The biggestchangeshave all beenin the direction of greatly increasinginequality
in the distribution of incomeand wealth,to a degeenot seensincethe late 192G
Growth in the middle of the incomedistribution hasstagnated. From 1973to the
late 199G, the only incomegroup that did not experiencea dedine in real wages
wasthe 90th percentile of the distribution and above. Thosein the lower half of
the incomedistribution had the hardesttime. Martina Morris and BruceWesten
(1999 628 summarizethe broad trendsandthe explanatory challengestheybring:

Thekey nding, however, isthat eamingsinequalityhasbeengrow-
ing amongvirtually all groups Evenamongwhite menemployedfull-
time, yearround, the group that hastraditionally enjoyed the highest
wages most genepus bene ts, and greatestprotection from cyclical
downturns, the trendsof wage stegnation and polarization have been
marked. Thisleadsto a setof reseach questionghat breaksout of the
usual“wage-gap” framewvork and beginsto addressthe genegl issue
of changesin labor marketdynamics

The chapterson Work andIncomeare largely descriptive, but well worth read-
ing astheyincorporatealot of materialthat doesrit getdiscussednuch in the U.S
context. There's a good discussionof the relatively low incomemobility of fam-
ilies. Henwood also presentdata from the Luxemboug IncomesStudy shaving
that the U.S hasthe smallestmiddle classand largestproportion of poor peopleof
any of the advancedcapitalist democacies (This excludesRussia:othersare wel-
cometo makethe casethat Russiais a functioning capitalist democracy) Now that
thetremendougpolarization of incomeandwealthis incontestdle, “inequality op-
timists” often daim that the supposedhyhigh ratesof mobility in the U.S makethe
issuemoot. Drawing on Peter Gottschalk's work, Herwood offersa vigorous re-
buttal of Cox and Alm (1999, a commonsourcefor claimsthat Americansociety
is highly mobile.

A secondline of argumentin thesechaptersfocuseson the rapid increasein
measued productivity sincethe late 199G, which haswidely beensupposedo be
the (much-delayed) payoff from improvementsin information technology. Hen-
wood arguesthat this increases largely explained by large changeswithin high-
tech sectorthat are not re ectedin otherindustries He is alsoskeptical of the pro-
ductivity numbersthemseles: the value and productivity of computersand other
bits of information technology is very dif cult to measue. The appropriatenes®f



the “hedonic pricing” methodsusedin of cial statisticsis a dif cult questionthat
| am not in a position to anaver here. But con dencein the numbersis partly a
function of ones beliefthat marketsbehave more or lessaccoding to neodassical
ideals There is an analogy to the labor market: if you believe at the outsetthat
wage ratesre ect the marginal productivity of workers thenyou will likely believe
that systematidifferencesn pay aredueto differencesn skill ratherthan, say, em-
ployer discrimination. Similady, a priori con dencein the rationality of managers
and the discipline of market competitionwill make you more likely to acceptthe
many statisticalcompromiseshat haveto be madewhenquantifying the contribu-
tion to productivity of a new Dell with Microsoft Of ce installed.

A different way to approad the questionof skills and information technol-
ogy is via change in the occupationalstructure. Occupationalshifts are easierto
measue than productivity. Herwood shaws that very few of the fastest-gowing
occupationsgduring the 199G were thekind of exciting, autonomous “frictionless”
info-tedh jobs that were supposedo bein everyones future. He criticizesa typi-
cal examplefrom the 199G, Robert Reich's (199 claim that knowledge-intensve
occupationsstaffed by “symbolic analysts”were the hot new trend. Herwood has
little trouble shawing that, although somecool new occupationalpositions un-
doubtedlyexist, the fastestgrowing categorieslo not t the New Economyimage.
They include food prepaation and food serviceworkers computersuppott spe-
cialists of ce derks, truck drivers nursesand nursing aides Someof thesejobs
do involve intensive useof computers but usuallynot in the ways suggestedby the
phrase‘symbolic analyst.”

Speculationabout the macro-sociolgical consequencesf new technology is
not new. DanielBell'swork ontheriseof Post-Industrialsociety(Bell1973 isanex-
amplefrom thirty yearsago. Writing right at the transition away from the “golden
age” of post-war cgpitalism, Bell arguedthat a new kind of societywasemeging
basedon the increasingcentrlity of theoretical knowledge to the economy the
growth of a“knowledge dass” of scientistsaand engineersand a move from manu-
facturingto servicesTherapid diffusion of computersin businessaindthenhomes
from the '70s onward led the negative label of “post-industrial” to be replacedby
a positive one, the “inf ormation society’ Managementguru Peter Drucker coined
the term “knowledge worker” eveneatier than Bell, in the 196G, describingmuch
the samesetof occupationsasBellidenti ed with post-industrialism.Reich's sym-
bolic analystscanbe seenasthe next waypoint in this conceptualmigration. The
latest move, coincidentwith talk about the New Economy hasbeenan empha-
sison intellectualcapital, e xibility, knowledge and skill underthe conceptof the
“creative worker.”

Richard Horida's The Riseof the Creative Class(20032 is a recent,best-selling
versionof this thesis Horida arguesthat U.S societynow strati es into four main
occupationalgroups: the agricultural, working, serviceand creative classes The
creative dassincludesa “super-creative core” of “people in scienceand engineer
ing, architecture and design,education,arts, music,and entettainment. . . [whose]
job is to createnew ideas new technology and/or new creative content”. Besides



theseoccupationsthe creative cassalsoincludes“a broadergroup of creative pro-

fessionalgn businessand nance, law, health care and related elds. Thesepeo-
ple engage in complex problem solving that involvesa great deal of independent
judgmentand requireshigh levelsof educationor human capital” (Horida 2002

8). Horida's creative dasscomprisesabout 30% of the workforce. About 126 of

workersarein his “super creative core”.

Horida usesStandad Occupational Classi cation (soc) codesto derive the
classes The supercreative core includesall computer and mathematicaloccu-
pations for instance. Someof the occupationsin this group — oneswith many
workersin them — canonly be tendentiouslycassedas“super creative.” For in-
stancesoc codel5-1041is “Computer Suppot Specialists Unlikethe manyfood
serviceretail and care-relatedoccupationg(sud asordeliesandhomecare aides)
that have beenon therise,tech suppott isright in theit sector And in comparison
to picking strawberriesor ipping burgers it'snot a badjob. Butit's not very cre-
ative, either asyou medianically navigate a treeof questionsto isolate problems
and then read out the pre-written ansvers The work of writing software is of-
ten not much better While computerprogrammingis often thought of (usuallyby
peopleover 50) ashigh-ted, interestingwork, nerd cultureis full of termsexpress-
ing anxiety about monotonousand deskilledprogrammingjobs. It's not much fun
beinga codemonkeyin a cubefarm (Daisey2003.

Henwood follows up his surwey of thesetrendswith a discussiorof the debate
on globalization. This chapter is quite different from the othersin the book, asit
is lessa summay of what we know about the global economyand more a rear
guard action against various wings of the anticapitalist movementthat Herwood
disagreeswith. Like all good Marxists, Herwood hasa cleareyed appreciation of
the realand potential bene ts of capitalist markets and no wish to revert to what
Marx called“the idiocy of rural life,” with all the badk-breakingdrudgery that it
entails Sohehaslittle time for “de-linking” from the economyor bucolic commnu-
nitarian utopiasor self-imposecultural isolation. Themaintargetsof this chapter
are Ralph Nader (“a manwho seemsroud of his (locally produced)hair shirt”),
the Malthusian enthusiasmf Deep Ecolagists ecoeminist VandanaShva and
activists David Korten and Kirkpatrick Sale.Hernwood is patrticularly irritated by
their attitude to culture:

Who needsliteracy, really wonders Sale,when what we're read-
ing is of little “merit”? Civilization, says Sale,is a “catastrophe,” and
helongsfor its “collapse.” This is snotbery, elitism and despairmas-
queradingasradicalcritique.

Herwood's view of the cultural and economicbene ts of a global culture is
much doserto Tyler Cowens (2003 thantheseglobetrotting antiglobalists On the
other hand, he hasplenty of critical thingsto say about the culture of capitalism.
In hisdiscussiorof capital marketsin the following chapter, he complainsthat



the cultural elasticityof pro t isn't whatit usedto be. Shalespeag
died rich, said Keynes the bene ciary of one of the great bull mar-
ketsof all time, the greatestthe world had seenbefore the American
192& The American 198G and 199G were a massve bull move; we
got “Friends”

There's no contradiction here: you canthink “Friends” is a wastewithout be-
lieving the solution is the abandonmentof literacy. He makessimilar distinctions
throughoutin the book. Henwood derides‘the nationalistfantasiesof antiglobal-
izers” for example, but favors a strong role for the statein goveming the market.
Oneof the maintasksof the book is to remind Americanreaderghat a polarizing,
unfetteredmarketandauthoritarian central planningare not the only choicesavail-
able. Peopleneedremindingof this in a public sphee where many commentators
insistthat the domesticbrand of the U.S stateis the epitomeof “big govemment.”

The Americanstatehasexpandeda greatdealin oneareasincethe 197G: Pris-
ons Therisein ratesof incarcemtion, particularly amongstunskilled black men,
haslargely beena consequencef changesin sentencingpolicy ratherthan crime
ratesand hashad a signi cant effect on pattems of employment, asprisonersare
takenout of the job marketin the short term (andnot countedasunemployed)and
ex-corvicts nd it much harderto nd work in thelongterm (Westen 2003. In the
United Statesthe prisonsystenisasigni cant labor marketinstitution in away un-
known in any other advancedcapitalist democrcy. Differencesn unemployment
ratesoften ascribedto Europeanlabor marketrigidities appearmuch smallerwhen
the prison populationis takeninto account(Westen and Bedkett 200Q. Henwood
mentionsthe prison systemonly twice, andit's a pity hedid not have the spaceor
inclination to discusst further. In manywaysit's exactly the kind of transbrma-
tion in the structure of economicinstitutions that the book is all about.

The brief condusion of the book brings out a themethat pops up occasion-
ally in the eatlier chapters At times Henwood writes like a straightforward social
democat, arguing for strong welfare provisionsand a stéble bargain over wages
andprots. (“T here's no greatmystely to making the poor lessmisemble and the
middle more secue. You start with unions add vigorousantidiscrimination pro-
grams and nish with a civilized welfare state.”) Elsavhere, he's happy to use
the language of dasswarfare when describingthe increasindy important role of
the Federl Resere from Paul Volcker's tenure onward. But by and large he con-

nes his own geneal aspirations for a better world to throwaway lines here and
there. We've alreadyseenthat he hasno time for the anti-developmentalistutopias
of someanti-globalization activists He also slams“theoryheads’ especiallyex-
Marxists like Manuel Castells(199§, for embracingthe hypeabout the weightless
information driven societyof the future. Mainstreameconomists— the “pr ofes-
sionaloptimists” — aretoo willing to believein the benewolenceof the marketand
the wondersof the productivity boom. And of coursethe whole book is an attack
on New Economytalk in geneal, particularly in the businesgressand from ide-
ologueslike Geome Gilder. Sqg in one sensethe book is an exercisein pouring



cold water on utopiaswherever Hermwood nds them. Butit's alsoan effort to re-
claim that language for the left. Why, he asks “did The Systens publicists need
the utopian story?”

If all challengesto capitalism were dead,why did we hearsomuch
about democatization and the overturning of hierarchy?...Fine.If a
little hierarchy-overturning economicdemocatization is sud a good
thing, thenwhy not more?

Thereasonthat Herwood hatesNew Economytalk somuch is that its market
populismis ersatzanarcho-socialism.The democatization of ownershipthrough
shaeholding,the proliferation of ful lling, creative work directedby autonomous
workers the elimination of corporate hierarchies and above all the transcendence
of thematerialworld of productionthroughthe power of technology: thisis Marx's
dream lter ed through the pages of BusinessMeek magazine. This connection,
ironically, might help readerswho are otherwiseallergic to the language of dass
conict to seewhy Henwood's exposure of the New Economys emptyrhetoric is
on target.
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