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Introduction

This chapter examines the third aspect of the global system of power and accumulation: the degree to which a new global mode of regulation (MOR) has emerged which may help to promote long wave upswing in the world economy. A series of institutional proxies are employed in this chapter. Attention is given to the system-functions of global productivity and demand, through the performance of the prevailing system of production-distribution (SPD); global financial stability, proxied by the operations of the IMF; and global conflict resolution over trade issues, proxied through the workings of the WTO. 

The nations of the world have experienced much instability of the political economic environment over the past decade. Russia and many other transitional economies have been undergoing a tumultuous series of shocks to the institutional fabric through revolution, dynamic change, and uncertainty towards market-capitalism. Sub-Saharan Africa has been experiencing a series of droughts, famines, and wars, as well as an AIDS epidemic that has sapped the energy of the continent. Mexico, Asia, Russia, Brazil, Turkey and Argentina have suffered from Earth-wrenching financial and economic crises, resulting in recession. Japan has undergone three recessions since its massive asset-price collapse of the early 1990s. Many nations griped through the deep recession of the early 1990s through to the U.S.-led speculative excesses and successive slumps of new technology stocks, along with recession during 2001-2. And there have also been a series of regional wars, coups and terrorist attacks from Iran-Kuwait through to Israel-Palestine, Kashmir, the Sudan, Bosnia, Chechnya, Eritrea-Ethiopia, Fiji, the Solomon Islands, New York City, Washington D.C., and Afghanistan. 

Many people recognise that these instabilities have been greater during the last decade than the 1970s and 1980s. Certainly, the financial-economic crises have become more extensive and intense of late, as the evidence of Little and Olivei (1999: 55) clearly shows. From these crises have emerged a large number of policy proposals for a ‘new international financial architecture’, particularly for the promotion of stability through reform of the International Monetary Fund (IMF). Also, over recent years there have been mounting demonstrations in the US, Europe, Australia and elsewhere against the globalisation trend and the neoliberal institutions of the IMF, the World Trade Organisation (WTO) and the World Economic Forum. The WTO, for instance, has come in for much criticism (from within and without) for being apparently oblivious to environmental, labour and health issues associated with trade. The (post-)New Millennium Round of discussions for WTO members is thus set for protracted debate and conflict before a new series of agreements can be formulated, not to mention activated. And the prevailing systems of production-distribution associated with information technology, just-in-time, and total quality management are undergoing halting progress towards the required levels of productivity and demand for a new phase of capitalist development.

Do the massive instabilities of the 1990s-2000s represent the continuation of long wave downswing into the early years of the twenty-first century? Alternatively, are we seeing the start of a long wave upswing, despite the global instabilities? These questions are the subject of this chapter. Specifically, I explore whether a new global production-money-trade mode of regulation (MOR) or social structure of accumulation (SSA) has emerged to provide a foundation for long wave upswing in the world economy. If this global MOR or SSA has developed for long wave upswing then both the recessions and financial instabilities will be less extreme because the floor of the short business cycle has been raised and uncertainty reduced.

The crux of the main global aspects of the regulation approach is illustrated in Figure 5.1, below – shown as a ‘centred totality’:
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Figure 5.1   The Global Money-Trade-Production Mode of Regulation
The regulation approach is especially helpful because it recognises the centrality of the ‘regime of accumulation’ in the analysis; this includes the link between the question of a new production style (which may enhance productivity) and the mode of distribution or consumption (which may enhance demand). Both elements are said to be critical to the emergence of long wave upswing. Sufficient productivity and demand sustain growth in the long-term, and lessen the depth of recession. Other factors influence the rate of profit, such as wage rates and material costs, but they lie outside the scope of this specific chapter and relate to other structural forms such as nationally oriented capital-labour relations and global input prices. Also, in the current environment, the cost-reducing strategy of business may promote the health of certain industrial capitals, but not necessarily social capitals, as a cost-reducing strategy needs to be supplemented by a demand-enhancing regime to sustain long wave upswing. For instance, wage reductions are both a cost reduction as well as potential drop in demand. Hence, in this chapter the question of a new global regime of accumulation that enhances productivity and demand is given priority in the Kaldorian-style cumulative dynamics that is imbedded in much regulation analysis nowadays (see Pini 1996).

But we must not ignore the global institutional forms (what regulation scholars often call ‘structural forms’) that may enhance financial stability and conflict resolution. In this context, the obvious candidates are the International Monetary Fund (for financial stability) and the World Trade Organization (for conflict resolution over trade issues). Such institutional forms may enhance the long-term reproduction of the system through providing global institutional supports or public goods functions. Therefore, while it is central to have a new and thriving regime of accumulation, the institutional forms are an important part of the overall analysis of the more general global mode of regulation.

This is complementary to SSA analysis, as illustrated in Figure 5.2, below – as a ‘decentred totality’:
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Figure 5.2   The Global Money-Trade-Production SSA 
In the SSA approach, all three systems ─ propelling (a) productivity/demand, (b) financial stability and (c) the resolution of conflict resolution over trade issues ─ would be linked to SSAs and given approximately equal importance. The individual global (potential) SSAs of production-distribution, finance and trade thus would be of equal theoretical and empirical importance in the global SSA, while in the regulation approach the regime of production is given a privileged position. The latter position is justified I believe because the regime of accumulation – embedded in the prevailing systems of production and distribution - is a far more complex, foundational and core element of the global circuit of social capital (GCSC) than the money and trade regimes, since it provides the basis of productivity and demand, the critical ends of capitalism that propel growth. The SPD is not an institution in the same sense as the IMF and the WTO; it is more complex, corporate and critical in its system-functions for capitalism. Nevertheless, both approaches ─ SSA and MOR ─ require us to examine in depth the institutions and institutional spheres that propel the system-functions of productivity and demand, financial stability and conflict resolution.

The chapter thus commences with a theoretical and historical introduction to SSA and regulation approaches to long waves of socioeconomic growth and development, paying particular emphasis to the central requirements for upswing. Then we scrutinise the regime of accumulation (the production-distribution SSA) and whether sufficient productivity and demand emanate from its dynamic performance in the global political economy. The next section closely analyses the degree to which the institutions associated with the IMF are enhancing financial stability through its current programs and innovations. After that we examine the institutionalised success of the WTO in promoting sufficient conflict resolution. 
Global Circuit of Social Capital and Long Waves
This chapter seeks to critically evaluate the hypothesis of long wave upswing in relation to the workings of the prevailing system of production-distribution (SPD), the IMF, and the WTO, that collectively may constitute a ‘global production-money-trade MOR’ or ‘global production-money-trade SSA’. Linked to this is the notion that the establishment of a new long wave upswing represents a qualitative change of the institutions involved in the global circuit of social capital (GCSC), illustrated below in Figure 5.3:
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          Figure 5.3   The global circuit of social capital
The GCSC illustrates the phases and stages involved in the general motion of social capital in the global political economy (see Palloix 1977 for more detail). All the phases of the circuit interlink in a complex cybernetic network of motion. Money and credit (M) are required to stir the process to action, via internal corporate revenue, financial institutions and central banks. These largely endogenous sources of funds, propelled by the demand for finance, activate the global sourcing of labour power (LP) and means of production (MOP). This enables global production value chains to be formed (… … P … …), thereby enhancing the process of valorisation, resulting in the production of surplus product. For this surplus product to be transformed into surplus value the resulting commodity value (C) and surplus product (c) must be sold on the market for value (M) and surplus value (m) to be realised via (global) trade. Each of the four phases of the GCSC ─ finance, sourcing, production, and sale ─ are institutionally linked through corporate, financial and governance structures and processes. 

The regulation and social structure of accumulation schools of political economy argue that this GCSC cannot operate through purely market arrangements, and that networks of institutions provide the organisational, network and social capitals upon which long-term economic performance is based. The global economy, especially, needs to be embedded in a series of institutional organisations, agreements, bodies and dynamic structures of finance, sourcing, production and trade in order to enhance the workings of the complex circuit. The conditions necessary for a new SSA or MOR within the global circuit of social capital are multifarious, ranging from a suitable level, quality and price for the inputs of labour power and means of production; the effective mobilisation of labour and machines within the production process; a requisite level of global demand and trade; an efficient and relatively stable and sustainable level of money and credit to finance industry; a minimum level of innovative and business spirit of enterprise; and the sufficient supply of support structures and processes to keep the elements of the circuit in motion.

In analysing the role of global institutions and global public goods to the emergence of a new system of relationships, it is necessary to differentiate between those factors that may propel individual capitals and those that promote social capital as a whole. Also, it is critical to differentiate – as much as is possible – between the factors that have a more national orientation and those of a more global nature. For instance, when the capitalist class is too strong – arguably the situation at present in most nations (see Nilsson 1999, Bettio et al 1999) – although costs are reduced to the individual capitals through low wages and bad conditions for labour, this may result in the failure of world income to generate global expansion via underconsumption (see Weisskopf et al 1985). The capitalist class can also be too weak, as happened during the late 1960s and early 1970s, leading to low rates of investment and growth. A balance of class forces helps to embed economy in society, thereby enhancing sustained accumulation (see O’Hara 2003). When the emphasis in the prevailing system of production-distribution is given to Kaldorian-Thirlwallian notions of higher demand propelling investment, productivity and world income, dynamic expansion may proceed through the circuit of social capital. Also, vis-à-vis global public goods, reducing financial instability and promoting more conflict resolution can provide a Polanyian-style form of embeddedness for the circuit. Given the focus of this chapter, then, a useful working model of the conditions necessary for the establishment of a new global production-money-trade SSA or MOR within the circuit include adequate productivity and demand (for the SPD), sufficient financial stability (for the IMF) and a suitable level of conflict resolution (for the WTO). 

Productivity and demand are two crucial factors affecting the growth of the global economy. Production and distribution institutions are required for the long-term expansion of distribution systems that may enhance demand, and through the structures of knowledge and technological capitals which may potentially expand productivity. The workings of the prevailing systems of production and distribution, from a fused regulation-Kaldorian perspective, are illustrated below in Figure 5.4 (see Pini 1996). In this Kaldorian-inspired regulation view, demand is the fulcrum around which the production-distribution circuit of the GCSC is set into motion. Demand can take the form of government spending or consumption or endogenous credit, which, given a stable environment for accumulation, can propel investment through a reduction in uncertainty. Some of the demand may leak off into speculative activities, but if this is not the case, investment can become embodied in productive innovation or be set into existing forms of capital. Then through economies of scale/scope, learning by doing and innovative forms, productivity can increase, which forms the basis of greater exports, plus the potential to share these benefits between capital and labor in a sustainable fashion. World income can also expand exports if there is some degree of coordinated policy among nations, which in turn increases exports, and the circuit runs through various cycles in a circular and cumulative fashion. 

Financial stability is important in order for the GCSC to propel a sufficiently prudential balancing of power between finance capital and industrial capital, through a moderation of ‘hot’ capital flows. Lately deregulated capital flows, interest rates and statutory reserves along with computerised credit and electronic funds, have led to the emergence of a type of Chartel system of finance where there are few apparent limits to its expansion on a world scale (see Wray 1998, Davidson 2000, Kadmos and O’Hara 2000). Credit is thus endogenously generated through relatively free capital flows, a worldwide system of electronic banking and the expansion of exotic liability management techniques (Cohen 2001). Such a synchronised and freely flowing system of liquidity-management has led to massive balance of payments imbalances and financial crises due to a conflict between finance and industry (see Wolfson 1994), plus the onus being placed on BOP deficit nations bearing the brunt of adjustment through deflation. Leakages from the system of productive capital emanate from such speculative financial activities when bank loans are for short-term purposes such as buying shares or other assets with an eye to short-term gain. Institutional supports are necessary in order to reduce the potential for such financial instability. 

A sufficient level of conflict resolution is necessary in the global economy to moderate trade disputes for a new global SSA or institutional form. There are many global contradictions that require conflict resolution institutions to moderate trade instability through the circuit. The conflicts over trade issues arise from different levels, such as from (a) competition between capitals, (b) conflict between nation states, (c) capital-labour relations, (d) between production and reproduction (system) functions, and (e) between private interests and the ecological environment. These multiple sources of conflict all require the operation of various institutional support networks, accords, forms of trust and cooperation to resolve some of the more immediate limits to long-term reproduction (see Yeung 1998). 

In relation to the structures examined in this chapter, propelling sufficient productivity and demand, financial stability and conflict resolution over trade issues provide the potential public goods that create socio-economic embeddedness (Polanyi 1944). The reconstruction of MORs and SSAs requires the development of viable systems of institutions underlying the workings of the GCSC. A summary of the relationships between SSA functions, functional equivalents, institutional capitals and central contradictions are illustrated in Table 5.1, below:

Table 5.1 Global MOR/SSA functions, proxies, capitals and contradictions
	SSA Function
	Institutional Proxy or Functional Equivalent
	Institutional-innovation Capitals
	Central Contradictions

	Productivity and demand
	SPD
	ICT, JIT, TQM
	Capital & labor,

	Financial stability
	IMF 
	CCL, SRF, PINS
	Finance & industry

	Conflict resolution
	WTO, 


	Agreements, courts and judgements


	Capitals in competition; national & global economy


The primary requirement for the emergence of a new Global MOR or SSA within the circuit is the propulsion of sufficient productivity and demand through the regime of accumulation; and the institutional forms (or potential SSAs) of global finance and global trade are considered to be supporting structures respectively promoting financial stability and conflict resolution over trade issues. The main institutional capitals (discussed below) that potentially propel system-functions include information and communications technology (ICT), just-in-time (JIT) methods of inventory management, and total quality management (TQM) in the system of production-distribution; the introduction the Contingent Credit Line (CCL), the Supplementary Reserve Facility (SRF), and Public Information Notices (PINS) by the IMF; and various active trade agreements, court activities and judgements through the WTO. The primary contradictions that are simultaneously necessary for the workings of and promote potential instability and disarray include the relationship between capital and labour (for the SPD), that between finance and industry (for the IMF), and that between capitals in competition and national and global (for the WTO). The main workings of these three main institutions are explored below in successive sections. Success on all fronts would mean that a new long wave upswing is likely to be emerging, at least in relation to these institutional clusters of the global economy.

A Suitable Regime of Accumulation? 
Since the relative demise of the Fordist system of production-distribution in the 1970s and 1980s, evolutionary changes have occurred in this sphere to help solve problems associated with corporate and capital-labour relations, productivity and demand. As noted above, at one level this has led to a reduction in the generalized power of workers in the spheres of production and distribution, leading to a decline in working conditions and limits on wages (compared to the 1960s and early 1970s). Lipietz (1997) calls this a system of ‘neo-Taylorism’, especially prevalent in the US, Mexico, and the UK. In Sweden and Germany ‘negotiated involvement’ has been developing, based on codetermination; collective decision-making between labor, capital and the state; and moderate welfare capitalism. And a large literature exists on the Japanese flexible system of production (see Jessop 2001).

Are we seeing an interdependent, tripartite system of production-distribution evolving at the global level: the FSP in some areas, neo-Taylorism in others, and negotiated involvement in the rest? Or will the flexible system gradually dominate the world of production and distribution? It is difficult to scrutinize this hypothesis. Instead, an alternative hypothesis is explored, what I call the “core institutions” hypothesis. Although the FSP of production is unlikely to be the dominant regime of accumulation in the world economy at present, some of its core institutions are emerging strongly, whether in a FSP context, or in association with neo-Taylorism and negotiated involvement. These three institutions include the (a) just-in-time system of inventory formation, (b) the total quality management method, and (c) the ICT structure of technology. Evidence supports the notion that these three structures are evolving rapidly in the core enterprises, however these firms are organized (Belussi 2000 and Gottardi 2000). 

The just-in-time (JIT) system relates to the elimination of wasted output and time in production within the circuit. JIT requires workplace flexibility in adjusting the amount, kinds and timing of in-process resources. Minimal use of inventory stock reduces warehouse costs and promotes the smooth flow of production and circulation. This is aided by the structuring of work organisation in which job demarcations are minimal and job rotation is maximized. (Tomaney, 1994:166.)

Total quality management (TQM) facilitates stocks and inferior products being reduced to near zero, potentially enhancing the turnover of the circuit. The flexible mode is often based on niche markets where quality is the number one priority. Also important to TQM is the "5S" system, which is oriented around making the workplace clean, tidy, orderly, neat, and disciplined; which reduces costs considerably. Another dimension of quality is the emphasis placed on customer relations and rapid production according to special customer needs. Typically with TQM: 

[Workers and foremen] are responsible for checking the specifications of a particular sample of parts in their sections of the production process. Quality control departments back up this on-line inspection (and engage in some statistical process control ...), and there is the Final Inspection, which ... shows up a good many faults. But "Total Quality Management" means something more, of course, than just a system of quality control. It is rather a philosophy of commitment to quality, and to identifying causes of problems that arise, and then tackling them, rather than dealing with symptoms (by correcting faults after they have been made). (Harriss, 1995: 120) 
Some studies show that TQM and the so-called Japanese management techniques has occurred in association with greater harmony between capital and labor, higher levels of worker skills on average, and lower levels of worker dissatisfaction. However, many have questioned this idea of multi-skilling, reduced worker alienation and harmony between capital and labour. As Dassbach (1999: 111), for instance, concludes: “If anything, the adoption of Japanese techniques leads to further degradation of working life due to undermanning, faster work cycles, the elimination of any vestige of idle time and the elevation of stress levels.” The research of Mike Parker (1999) and Catherine Casey (1999) support this view.8 
Of central importance to the new regime of accumulation is a production-distribution style that may enhance sufficient productivity and demand through greater innovation and export potential. Carlota Perez (1985) and Andrew Tylecote (1992) believe that a new production style is emerging or is in large measure already in place; ‘a new techno-economic paradigm’. For Perez, such a paradigm constitutes “a new system of flexible technologies, based on low-cost electronics” (Perez, p. 441), while for Tylecote it is a “microelectronics and biotechnology style” (Tylecote, p.56). An examination of the literature reveals that almost everyone believes that a new system of technology is well and truly in place (see, for instance, Cantwell et al, 2000; Papadakis, 2000), even if they are not sure what to call it. Information and communications technologies are a critical part of the new paradigm.

There “is a trend towards information intensity rather than energy and materials intensity in production. This stems directly from the very visible change in the general relative cost structure towards ever cheaper information handling potential through microelectronics and digital telecommunication” (Perez, 1985: 447; see also Tylecote, 1995: 5). Perez points out that, in product engineering, there is a tendency to redesign existing production systems so that they are smaller, with fewer moving parts, more electronic forms, and less energy intensive. Increasingly, the internet is seen to be critical to these new systems of production and distribution as its use grows from 5 million users in 1993 to 100 million in 1998, with registered sites growing at an annual rate of 40-50 percent (Kenney and Curry, 1999: 131). Business-to-business e-commerce currently accounts for 90 percent of on-line trade and is expected to dominate business-to-consumer e-commerce at least in the foreseeable future (Barnett, 2000: 1). Network externalities promote business interaction and provide considerable benefits to society (Madden et al, 2000: 102; Cooper and Madden 2004).10
Have the dominant institutions of production propelled productivity sufficiently to contribute to long wave upswing? While ICT in particular has aided productivity in its own and related sectors, this has not generally flowed on to the manufacturing sector, the nation, or the global economy.9 The comparative global record is not impressive, as Table 5.2, below, shows for many nations and continents:
Table 5.2  Labor Productivity: Global Comparisons, 1960-2000

(GDP Per Hour Worked; Annual Average Growth Rates)

	
	World
	Major Europe*
	Japan
	United States
	Russia#
	Asia
	Latin America
	Africa
	Middle East

	1960-1973
	3.2
	5.0
	8.0
	2.6
	2.0
	2.2
	3.3
	2.6
	6.4

	1973-1990
	1.2
	2.5
	2.8
	1.3
	1.7
	3.1
	0.4
	0.3
	-0.7

	1990-2000
	1.9
	2.0
	2.0
	1.5
	-4.3
	4.5
	1.1
	-0.1
	0.7


Source: Adapted from van Ark, Frankema and Duteweerd (2004)

* = Excluding transitional economies   # = Former USSR

Globally, productivity for the 1973-2000 period was about half that of the 1960-1973 period. General macroeconomic productivity declined by more than half in Europe, Japan, Russia, Latin America, Africa, and the Middle East during the 1973-2000 era, and about half for the US. The only area that experienced a boost during 1973-2000 was Asia. Productivity in the 1990-2000 period was a quarter of the level of 1960-1973 in Japan, a third of the level in Latin America, one ninth in the Middle East, and it crashed to negative figures during 1990-2000 in Russia and Africa. Overall, then, global productivity levels in recent decades, and especially in the 1990-2000 period, are a pale imitation of the 1960s and early 1970s. Hence, there is no evidence whatsoever of a sustainable productivity surge, or even a mere improvement, for long wave upswing in the global political economy.
So far we have concluded that insufficient productivity is preventing the emergence of long wave upswing. An analysis of the other side of the regime of accumulation (or production-distribution SSA) – the demand mode – reveals a similar insufficiency. There are major system-faults in the area of global sustainable demand. Two decades of neoliberal policies have put the emphasis on competition and cost rather than demand and cooperative demand management at the global level. Corporate developments have reinforced this trend. Exports are limited by the supply side bias of the system. Government spending is limited by the neoliberal philosophy of cost cutting and reducing public investment. Sustainable investment and consumption are inhibited by a relative dominance of finance capital over industrial capital. The major slump in high-tech stocks in the wake of the 2000-01 speculative bubble crash intensifies the instability tendencies of the global regime of accumulation or SSA.
During the 1950s and 1960s, there was a relative balance of power between capital and labour through the major capitalist nations. The power of labour increased relative to capital during the late 1960s and early 1970s. Since the mad-late 1970s, the power of capital has increased significantly relative to labour, which has contributed to a reduction in costs, but at the system-expense of limited demand. The US solution to this demand problem in the 1990s (in the light of current account deficits) was an increase in capital inflow, expanding technology stocks and wealth. This led to more debt and ─ through the ‘wealth effect’ ─ increased consumption, and hence GDP. But this growth was only of a short-run duration because it was based, during the late 1990s and early 2000s, on speculative bubbles in the equity market, with the NASDAQ crashing by 80 percent, the S&P500 Index falling by 60 percent, and eventually demand and therefore GDP resulting in recession. (See O’Hara 2002, 2003.) The demand proxies examined in Table 5.3, below – output and investment growth – illustrate the situation of inadequate global demand, and getting worse in the early 2000s (although some degree of short-term recovery seems to be emerging in the 2004-2006 period in some nations):
Table 5.3    Demand Proxies in the Global Economy, Annual Average Rate of Growth

	
	1950-1973
	1974-1998
	
	1971-1980
	1981-1990
	1991-2000

	Real GDP Growth per Capita:

World

Europe

Advanced Capitalist Nations

Latin America

Eastern Europe and Russia

Africa

East Asia & Pacific
	2.93

4.08

3.72

2.52

3.49

2.07

2.61
	1.33

1.78

1.98

0.99

-1.10

0.01

4.18
	
	1.8

2.7

2.6

3.3

2.9

0.7

4.6
	1.3

2.1

2.5

-0.9

0.6

-1.1

5.6
	1.2

1.7

1.8

1.7

-1.8

-0.2

6.4

	Investment Growth

Advanced

Economies
	6.8
	3.5
	
	3.3*
	4.0**
	3.8***


Source of data: Adapted from IMF (2004: 281); Maddison (2001: 129)  

 * = 1973-87   ** = 1983-92   *** = 1993-2001

The rate of real output growth during the long wave upswing of 1950-73 was just under 5.0 percent. During the long wave downswing of 1975-2001 this fell to around 3.5 percent. Similarly, in the advanced economies, the most important aspect of demand ─ investment growth ─ has been in the doldrums. Investment growth in the 1950s-early 1970s was about double the rate of the 1970s-2000 period. Since the 1970s successive decades have not seen a reestablishment of high growth rates of investment. Thus 1993-2001 period was not, on balance, a period of demand expansion. Neoliberalism has thus not restored the global conditions of demand required for a long wave upswing.

It thus cannot be said that a new relatively unified global production SSA or regime of production-distribution, or even one which is heterogeneous, is sufficiently evolved at this point in history to promote sustained productivity and demand for the global circuit of social capital. (see Pietrykowski 1999). At present, the performance of the global systems of production-distribution ─ proxied by productivity and demand ─ do not support sustained upswing.11 Hence, neither side of the regime of accumulation is sufficiently well developed to promote sustained upswing in the global economy, with minor recessions. The question now arises as to whether the ‘structural forms’ (institutional spheres) of the IMF and WTO are promoting sufficient financial stability and conflict resolution, respectively, so as to promote ─ to the extent that they can ─ the global circuit of social capital.

IMF Money Regime and Financial Stability
The question of whether the IMF is currently enhancing financial stability sufficiently to be contributing to a new global financial SSA will now be explored. The operational dynamics of the IMF are used as a proxy for financial stability in the world economy. This function is critical because it is necessary to have the development of certain institutional capitals to provide the public goods role necessary to long-term growth and accumulation of capital. This is due to the ever-potentially unstable contradiction between finance and industry. As Marx (1894: chs 30-33) recognised, if financial capitals become more powerful than industrial capitals – especially at the global level – then the speculative bubbles that deviate from fundamental values create much system-instability (see O’Hara 2000b). The use of qualitative measures of global financial stability is common in the examination of institutions. Specifically, it will be assessed as to whether the IMF’s changing role over the past twenty years is at present contributing significantly to potential financial stability in the global economy; and hence moderating this contradiction.

The IMF in the old 1950s-70s regime was organised to assist Bretton Woods signatories manage their balance of payments under a system of fixed exchange rates. With the collapse of generalised fixed rates in the 1970s, and the further evolution toward more flexible rates in the 1980s and 1990s, the direction of the IMF has changed. After the 1980s debt crises and the 1990s financial and economic crises in the 'developing world', the IMF's current concerns are to assist developing nations that undergo crises of confidence or have difficulty paying off their debt. Its main institutional function has thus changed systemically (or widened) during the so-called Kondratieff downswing of the 1970s-1990s (at least), when recessions were generally deeper and financial instability more extreme (Kadmos and O’Hara 2001). 
There is little doubt that, during the early-mid 1990s, the IMF was functioning well within the evolving fabric of neoliberal doctrine. It was providing balance of payments support, where required, for developing and emerging economies that made sufficient progress towards deregulating finance, labour and state sectors so as to ensure that ‘private initiative’ was promoted. This fitted well within the (neoliberal) "Washington Consensus" of encouraging nations to "(a) pursue macroeconomic stability by controlling inflation and reducing fiscal deficits; (b) open their economies to the rest of the world through trade and capital account liberalization; and (c) liberalize domestic product and factor markets through privatization and deregulation" (Gore 2000:789-90). 

However, the crises of the 1990s convinced many analysts and policy-makers that financial liberalisation and innovation usually propels greater instability through endogenous credit and risk (see Spotten Visano 2003) and that the experience of the 1990s necessitates greater financial stability in the international financial architecture. The Russian collapse of confidence in the 1990s taught many that it is not sufficient to have a "cold turkey" approach to market-based reforms. Rather, markets need to be embedded in a system of suitable institutions, organisations and legality (see Stiglitz, 1999). The seven major financial crises of emerging and transitional economies of the 1994-2002 period in Mexico (1994-95), Asia (1997-8), Russia (1998), Brazil (1999), Turkey (2001) and Argentina (2001-2) ─ reinforced the need for fundamental change in the international financial architecture so as to embed economy within society (see Allen 2004 for critical papers on the crises). As Little and Olivei (1999) from the Federal Reserve Bank of Boston concluded about the crises of the 1990s:

[There are] potential flaws in the current international monetary system that may warrant more fundamental change. For instance, the characterization of some of these crises as financial panics has strengthened the case for effective international lender of last resort. And the massive reversals in short-term capital flows that triggered these collapses have prompted calls for developing countries to reconsider the risks of open capital markets and the merits of capital controls. Indeed, the recent crises have forced both academic economists and policymakers to question some of their most basic assumptions about the appropriate design of the international monetary system. (Little and Olivei, 1999: 53; emphases added)

An increasing number of economists and policymakers broadly agree with this conclusion, and, as a result, many authors have advocated a new system or substantial reform of the financial architecture (e.g., Cartapanis and Herland 2004; Cooper 2002; Woods 2000; Eichengreen 2000; Blinder 1999; Cooper 1999). 

There are some broad similarities between these proposals. First, there is agreement that hot capital flows have been a major problem. For instance, in the Asian crisis private capital flows increased from $24 billion in 1990 to $62 billion in 1996 and then decreased to $20 billion in 1997 (Little and Olivei, 1999:61). The main problem relates to hot capital flows that constitute endogenous, short-term sources of credit from overseas earmarked in US dollars. These flows increased the instability of the global system, manifesting by large booms followed by financial crises and deep recessions. The Asian boom-crisis and the US boom-slump are classic examples of these phenomena (a la Minsky1).

This hot capital flow problem has led many to call for an expansion of capital controls, especially for emerging and developing nations, since "the social implications of free-flowing financial capital [are] too obvious to ignore even for economists" (Eichengreen, 2000:206). Many look to the Chilean policy of prudential controls on foreign short-term capital inflows, which tend to lengthen the maturity of foreign debt. Major changes in capital flows will ultimately affect the exchange rate, which can be a major disturbance to long-term investment. Hence, due to the tendency of foreign creditors to periodically panic in transitional and emerging economies with open capital markets ─ creating herd behaviour, speculative bubbles and contagion ─ Malaysia, Thailand, China and many other nations tightened controls over foreign money capital (Cooper, 1999:23). Controls on inflows can reduce capital and exchange rate instability, excessive debt and, to some degree, stabilise long-term investment. This is especially needed when nations have not implemented proper regulations and institutional structures for a strong financial sector. Thus, "premature liberalisation runs the risk of leaving a developing country hostage to the whims of a handful of international investors, whose priorities need not coincide with a country's long term development goals" (Little and Olivei 1999:76).

There seems to be some agreement that emerging nations should be wary of liberalising their capital account and financial system and cutting government spending without suitable institutions for protecting the poor, and monitoring the soundness, transparency, and prudential health of their banking systems (see Cooper 1999:17). Thus, some basic reforms that many agree on include “sound macroeconomic and financial policies: protecting the poorer segments of society, providing better and more fundamental bank supervision, proper accounting standards", and the like (Blinder 1999:58). The “blueprints” that the IMF adhered to, by advising austerity and cutting budgets, are considered to be misguided. As Eichengreen (1999:218) said: “What is unambiguous is that support for reform can be buttressed by strengthening the safety net for social groups most at risk. … Avoiding counterproductive conditionality may not be enough: in addition, positive steps to strengthen the safety net for those placed at risk … may be essential to maintain political support for reform.” Indeed, the IMF seems to have learnt the lesson and has fundamentally revised its austerity policies and blueprints in respect of the needs of the poor. It’s recent Managing Directors speak of the IMF's recently acquired focus on the “fight against extreme poverty [which] has gained centre stage in our programs”, the importance of “civil society”, while the Enhanced Structural Adjustment Facility has become “transformed” into the new Poverty Reduction and Growth Facility (Camdessus, 1999). Reducing poverty provides a powerful safety net that reduces the negative influence of debt, and hence moderates financial instability and crises.  

The IMF and other organisations have also been acting quickly to promote a stronger system of bank supervision and regulation, better accounting standards and adequate information transfer and transparency (see IMF 2003). The Basle Committee’s Core Principles (1997) and the IMF’s Toward a Framework for Financial Stability (1997) set the conceptual scene for policies to promote financial stability. We have seen the recent (March 1999; see IMF, 1999, 1999a) strengthening of the IMF’s Special Data Dissemination Standard (SDDS, introduced in 1996). Nations are now required under SDDS to provide detailed information on reserve assets and liabilities and other possible drains on reserves. They are also required to submit their data monthly with a maximum lag of one month; and a separate category was introduced for external debt. Public Information Notices (PINs) were also introduced in late 1997, wherein detailed information about the state of a member’s economy is made public. Many other proposals are in operation, such as the IMF’s Code of Good Practices on Fiscal Transparency; and the Financial Stability Forum (established 1999), to promote international financial stability through information exchange and cooperation in financial supervision and surveillance (see IMF 2000). A host of other recent changes have been adopted by, for instance, the International Accounting Standards Committee and the International Organisation of Securities Commissions (see Fischer, 1999). These all relate to the basics, such as prudential supervision, transparency, information and accounting standards.

However, due to problems of excess volatility and contagion, more extensive reforms have begun to be instituted which resemble to some minimal degree the operations of an international lender of last resort (ILLR); although, strictly speaking, the IMF cannot create global money as such (Aglietta 2001). Two institutional innovations are of particular importance: the Supplementary Reserve Facility (SRF) and the Contingent Credit Line (CCL). 
The SRF was introduced at the end of 1997 for IMF members already in a financial crisis. It provides substantial short-term loans at penalty rates, subject to policy conditionality, for nations with major balance of payments anomalies due to a large short-term funding need caused by a sudden and destabilising loss of market confidence. This facility is available immediately there is a threat of contagion and a likelihood that early help could result in the correction of the balance of payments problem. Nations in crisis are encouraged to seek other creditors. SRF funds are available for up to one year, with the possibility of two or three drawings, with repayment expected within 12 to 18 months, and with a possible extension for a further 12 months. A penalty surcharge (above normal IMF loans) initially of 300 basis points is applied so as to reduce moral hazard, with the rate increasing through time to a maximum of 500 basis points. These funds have been used quite extensively. For instance, Korea used the facility for $9.5billion in 1997, Russia used the SRF funds to the tune of $4.0billion in 1998, Turkey to the amount of $5.8billion in 2000, Argentina for $6.1billion in 2001, and Brazil used combined SRF/Stand-By arrangements three times during 1998-2002 for a total of $52.5billion (IMF 1998, RBA 2004).
The CCL, on the other hand, was introduced in April 1999, and deepens the role of the ILLR by providing funds to countries that are experiencing contagion. Subject to policy conditionality, these funds were to be made available automatically contagion sets in. The idea behind the CCL is that these funds are crucial to nations that have a good record of macroeconomic and prudential safeguards, and where the adverse workings of international capital markets could be catastrophic for a nation or area through no real fault of their own. It is supposedly an insurance policy against potential future circular and cumulative runs on the currency and socioeconomic dislocation. There are no general access limits to the CCL, but IMF commitments are expected to be in the range of 300-500 percent of the nation’s IMF quota. CCL credits have a penalty rate and are expected to be repaid within one and a half years; although extensions beyond this are possible. Also, a country wishing to join the CCL scheme should have subscribed to the SDDS, have good relations with private creditors, have a good economic and financial program, and have received a positive assessment from the IMF at its last “Article IV consultation” (IMF, 1999a). The CCL was a stand-by arrangement; with typically 5 percent of their quota being available immediately contagion sets in; with activation of a further credit line requiring a “quick” review by the IMF. To date no nation has made use of this facility, and during November 2003 they were suspended (IMF 2004), “partly reflecting concerns by eligible countries that a request under this facility would be viewed as a sign of weakness rather than strength” (RBA 2004: 4).2

These reforms, introduced in an environment of major financial crises, potentially provide an important component of stability. Collectively the reforms are designed to protect the poor, extend prudential safeguards, propel corporate governance and establish some limited foundation for an ILLR. In principle at least, these changes should increase the flow of information, reduce the extent of hot capital flows, and enhance liquidity during times of crisis and contagion. From a SSA perspective, they specifically address a critical requirement: stability of the global monetary system, the stable workings of the global circuit of money capital. And in this respect, depending on how they are activated, and whether reform is ongoing, they should reduce the extent of uncertainty and thereby promote some critical SSA functions.

Overall, these changes that are embedding economy within society are a modification of the classic neoliberal perspective towards a moderate ideological and policy outlook on the world. The IMF has come to recognise the problems of money capital being too dominant in emerging and developing nations, especially short-term debt from overseas denominated in US dollars. These volatile sources of "hot money" can adversely affect the dynamics of long-term investment and need to be moderated. One way to moderate this source of contagion is to have robust prudential controls over capital flows, which some countries have instituted. Another is to have a currency board, which others have begun to use. 

There is also a trend away from flexible exchange rates towards managed floats, currencies pegged to a set of rates or a "hard currency", and currency unions. Fixed rates, however, are not generally recommended (see Blinder, 1999). The IMF has sought to reduce the potential for crises through better systems of regulation, supervision, accountability and governance. Then, once the crisis commences, it seeks to provide credit to help prevent contagion. It provides emergency and immediate credit if contagion sets in where fundamental variables are good and certain conditions prevail. The IMF is apparently serious about the adverse social and economic effects of poverty, and how critical it is to alleviate substandard living standards through safety nets, redistributive measures and even the promotion of civil society (IMF 2000). 

Therefore, the IMF is developing an evolving weak-form global central banking function that propels a critical MOR (or SSA) function of financial stability. However, this is true to only a certain degree, because many of the changes have yet to be tested extensively in practice during financial crises, and other policy measures could be implemented in order to propel even further stability to the global monetary system. As discussed in chapter 10, it is necessary to reduce the global conflict between finance and industry somewhat by the introduction of some combination of Tobin Tax (on mobile capitals), Davidson proposal (to put the onus on current account surplus nations to increase demand) and asset-based reserve requirements (on equities, real estate, etc, adjustable where necessary). Linked to these is the need to create truly global money so as to partially or wholly transcend the US dollar as international money. These policies would be likely to reduce significantly the degree of financial instability and enhance system-functions. Hence, while the IMF has moderated its neoliberal perspective to some degree towards an embedded perspective, it certainly could enhance the provision of system-functions to more fully satisfy mode of regulation of social structure of accumulation conditions (see Davidson 1999).

Overall, we conclude that global financial instability should decline somewhat as a result of the positive reforms within the IMF. For the first time in history this institution is incorporating (quasi) international lender of last resort facilities and poverty relief programs into its essential functions and practices. It should, therefore - in the balance of forces, if these changes are seriously and successfully implemented - enhance somewhat the development of long wave upswing through the provision of system-functions and a public goods role. 

WTO Trade Regime and the Resolution of Conflict
A critical public good is the provision of conflict resolution over trade issues so as to resolve problems of sale and purchase within the circuit. This is especially critical in view of differences in labour practices, environmental concerns, cultural norms, production niches and policies. Being able to coordinate trade in the light of these differences requires the making of agreements – both multilateral and unilateral – to reduce the level of uncertainty, risk and conflict.12 A critical conflict resolution institution within the global circuit of social capital is the World Trade Organization. The operational dynamics of the WTO are here used as an institutional proxy for the degree of conflict resolution within the trade part of the circuit of social capital. 

The WTO attempts to resolve conflict between nations, and indirectly this relates to the conflict between different fractions of global business for a share of the global economic surplus (intra-class conflict). It also relates to class conflict over issues such as labour and health standards (at least potentially). But, more generally, the conflicts that are in need of resolution in the trade regime are multifarious. They represent conflicts over access by different nations and regions to the global system of trade; but they also concern conflicts over environmental, labour, foreign investment, competition, industrial, health, and patent issues that impact on trade. The concern of this section is to examine the trade regime in the context of the main areas of conflict and to use the functioning of the WTO within the circuit as a proxy for whether the current regime is satisfactorily resolving conflict by reducing coordination failures in the system. (Keohane 1984; Fairris 1999).

To understand the workings of the current regime it is important to situate it historically. The system that currently operates is a hybrid of the GATT arrangements that emerged in 1948 and more recent changes. GATT was initially a series of general agreements among the twenty-three major industrial nations to try and formulate a workable series of multilateral trade negotiations. This included efforts to reduce mainly industrial tariffs; a code of rules and norms concerning imports and exports; and a periodic round of meetings to promote further debate and priorities. Nine rounds of discussions have emerged from the original GATT process. Four of them were critical. The first, Geneva Round (1947), saw cuts in industrial tariffs of 21 percent. The sixth Kennedy Round (1964-67), which included sixty-two nations, cut tariffs by 36 percent. The seventh Tokyo Round (1974-79) advanced tariff cuts of 30 percent and expanded membership to 90 nations. The critical eighth, Uruguay Round (1987-94), which included 125 nations, saw tariffs cuts of 38 percent, and expanded the agenda from industrial products to include agriculture, services, trade aspects of investment, and intellectual property. (Yarbrough and Yarbrough 1997; Kreinin 1998.)

The Uruguay Round took seven long years to conclude, due to the protracted influence of debt crises and deep recessions. But landmark developments emerged as GATT became integrated into the newly emerging World Trade Organization (WTO), some developing nations were included in a serious manner in the negotiations for the first time, and a number of important agreements were instituted. The commencement of the WTO in 1995 was the most significant institutional innovation in the trade regime since the GATT agreements of 1948, and potentially could be the most significant element of a new global MOR or SSA. For the first time in history an actual organisation advances the interests of free trade, rather than simply an array of (‘gentlemen’s’) agreements such as GATT. The WTO has its headquarters in Geneva, incorporates the GATT principles, instituted its own Agreements at the completion of the Uruguay Round, has its own grievance resolution procedure, and also an appeal process. As William Lash (2000: 374) states:

The WTO dispute resolution mechanism is still based on the old GATT principles of negotiation, conciliation, mediation, and arbitration. If this mechanism is unsuccessful, an impartial panel hears the case and renders a finding. If the measure in question is found to be inconsistent with WTO rules, the offending state has the option of changing the WTO-inconsistent measure or offering trade compensation in the form of lower tariffs or increased market access to the aggrieved nation. In the unlikely event that the parties cannot come to any agreement at this stage, the complaining party may take retaliatory measures equal to the amount of the offending action against the offending nation. This action would have the approval of the WTO. The dispute settlement system of the WTO is intended to provide "security and predictability" to the entire multilateral trading system. 

The Agreements made at the Uruguay Round were, in large measure, to be implemented by developed nations by 2000 and developing or undeveloped nations by 2004. There were 8 main agreements, including the elimination of tariffs on pharmaceuticals, construction materials, agriculture, paper, furniture, toys, and beer; a large reduction of tariffs on chemicals, and electronic items such as semiconductors; and reductions on many other products. A critical change for the South was a 21 percent reduction in subsidies on agricultural exports; and the replacement of non-tariff barriers, and then a reduction in tariffs. Export subsidies are prohibited in the WTO, except for regional, environmental and research and development areas. There is also a gradual phasing in of services into the WTO process through the General Agreement of Trade in Services, GATS; especially in accounting, engineering, construction, wholesale and retail, legality, computing, finance, education and health services. 

A major development of the Uruguay Round is the inclusion of TRIMS, TRIPS, and the general conditions governing production in different countries. For instance, the Trade-Related aspects of Investment Measures (TRIMS) Agreement seeks to phase out certain trade-related restrictions on foreign investment, such as local content prescriptions, import-volume limits, and trade-balancing requirements. The Trade-Related aspects of Intellectual Property (TRIPS) Agreement seeks to protect copyright, trademarks, industrial designs, patents, and integrated circuit design from improper copying and counterfeiting. In this round, less developed nations had until 2002 (TRIMS) and 2006 (TRIPS) to comply with these agreements, but the progress has been slow. (WTO 1995, Samahon 2000).

The WTO was conceived as the formalisation of the rule of international law and due process, to provide for a more stable and less conflict-ridden process of free trade to enhance the interests of business and industry at the global level. Without a doubt, the WTO has had considerable success to date in resolving conflicts. As William Lash (2000: 373) concludes:

Dispute settlement is what the WTO does best. Trade disputes are brought before the WTO at approximately three times the rate that had typically been handled by the GATT. In the past four years, the United States has been the greatest proponent of this system. Approximately 40 cases have been brought by the United States seeking compliance with trade agreements and market access. The United States has had a good deal of success in this forum, winning a large majority of its cases. U.S. trade advocates have gained market access in areas ranging from agriculture to information technologies. In contrast, the WTO’s predecessor, the GATT, … failed to resolve many disputes and lacked credibility as a mechanism for resolving trade disputes.

The balance of opinion among WTO specialists is that this organisation has been very successful in promoting the free trade agenda; in particular, in resolving conflict in the global trade economy along market lines. And there is also no doubt that, on balance, it has continued the process of supporting the advanced industrial nations and corporations, especially the US, while offering a window of hope and some concessions for developing nations (especially those from East and South-East Asia). It is in better shape to tackle problems of trade that impede globalisation and corporate profit than any other trade arrangement in the history of capitalism. Perhaps for that reason, it has been at the centre of a growing momentum to influence the course of its functioning from a diverse group of vested interests, stakeholders and non-government organisations. Many interests want it to be a forum for their own concerns about free and fair trade. As the New Millennium Round of discussions struggle to take hold the stakes are high and the issues are diverse. 

As mentioned, most of the Uruguay Round agreements were supposed to be completed for developed nations in 2000 and for developing and underdeveloped by 2004. In the meantime, there are many difficulties associated with the whole process of formulating an agenda for the New Millennium Round, and even more difficulties for a successful resolution of the agenda items once they are formulated. The WTO Ministerial meetings at Seattle in December 1999 commenced amid rancour and opposition to free trade and corporate power from a variety of environmentalists, trade unions, labour rights activists, and consumer rights campaigners. Some estimates are that there were forty thousand demonstrators at Seattle (Tabb, 2000); not to mention the recent demonstrations against the World Trade Forum and similar organisations in many other nations. Many of these groups believe that the “WTO is a forum for trade rights of capital, on terms negotiated by the agencies of governments that represent the interests of capital. No other rights count” (Tabb, 2000: 8). The more economically literate of these groups or individuals believe that the WTO is not adequately recognising the existence of substantial negative global externalities associated with certain environmental, labour rights, health, cultural, and consumer issues in the WTO agenda (Neumayer, 2000).4 At the same time, new discussions are necessary with the making of resolutions eventually for a new phase of reform within the WTO. Issues such as continuing reform of services, agriculture, competition policy, intellectual property, trade aspects of foreign direct investment, internal governance, as well as the role of environmental, health and labour issues need to be thoroughly discussed and analysed.   
A new (ninth) (Millennium) round of discussions was supposedly commenced in November 2001, based on the Ministerial meetings in Doha (Qatar). However, many agree that “to call it a “round” of trade negotiations might be stretching the concept of a round” (Bello 2001). Instead, at Doha discussions were started to modify or clarify existing agreements such as anti-dumping, as well as transparency in investment, competition policy and government procurement. A deadline for most negotiations to be finalised is set for January 2005 (WTO 2001). However, many disputes are in need of resolution that will make the Doha Round troublesome and time-consuming. For instance, many developing nations want concessions over the enforcement of food safety standards and upgrading customs valuation procedures, plus the easing of obligations for investor protection and subsidies. They are also concerned that the Uruguay Round did not deliver on agriculture and textiles, since the European Union remains highly protectionist and the US has not sufficiently liberalised textiles and agriculture. The US, the EU and Japan want a forum on labour rights and extra monitoring on environmental issues, since developing nations gain an unfair cost advantage and implicit protection in these areas. The developing nations counter that these initiatives on labour rights and the environment introduce protection through the back door. Also, the US and the EU have differences about the scope of the new round of discussions. The US want a narrow approach centering on further reductions in industrial tariffs and reform of services and agriculture, while the EU seeks scope to include investment and competition policy in the agenda. 

Three different approaches have emerged concerning the desired nature of the agenda to be discussed at the New Millennium meetings. These include a minimalist (Ferris wheel or conservative) program to concentrate on issues already agreed for further development; a liberal (bicycle) program to include a few new critical issues (keeping the reform program going in an active fashion); and a more radical (helicopter) program to extend the scope considerably.5

The Ferris wheel (minimalist) approach is proposed by the more conservative, free trade elements of academia, government and business; well illustrated by the Winter 2000 issue of the Cato Journal (see e.g., Lash, 2000). They see the success of the WTO ─ covering 85% of the population and 95% of the trade of the world ─ as being due mainly to its narrow focus and modest proposals. There are four planks in their agenda. The first is an agriculture agenda concentrating on removing farm export and domestic producer subsidies and greater export market access for developing nations in particular. They want sanitary and phytosanitary measures to be strictly limited to food safety and animal and plant health based on ‘available scientific evidence’. Agriculture is now in the mainstream of reform and extending current developments, along with reduced US intransigence, is needed on this front.

Secondly, in the Ferris wheel approach, further liberalisation is said to be needed in textiles and clothing. Thirdly, it is consistent with the Uruguay Round agreements to start comprehensive liberalisation of services (GATS), including telecommunications, electronics, health, air cargo, legality, finance and energy. Special attention should be given to the temporary entry of foreign technical and managerial personnel. And fourthly, it places emphasis on unilateral initiatives taking priority, with multilateral reforms (WTO) having a secondary priority so as to “lock in” or “insulate” free trade at the national level in the face of changing governments, policies and priorities. Regional trade agreements should have less priority. A typical Ferris wheel advocate such as William Niskanen (2000: 461) believes that ‘intellectual property, the aborted agreement on investment, and … anti-dumping rules … would unduly complicate the next round’; while international rules on labor, environment, and competition ‘should be avoided at all costs’.

The bicycle (liberal) program seeks to extend the priorities to include, or make further advance on, issues such as competition policy, trade aspects of investment, democratic reform of the WTO, and concern for developing nations. Competition policy is seen to be important in order to enhance antitrust laws at the global level by controlling cartels, cross-boarder mergers and acquisitions; especially US monopolies having unfair power in US-EU trade. There is concern to advance further agreement on trade aspects of foreign investment (see Ethier 2001). There is a concern to enhance democratic reform within the WTO to make hearings public, allow non-government organisations the right to testify, and expand the expertise brought to WTO hearings and appeals beyond legal issues to the specifics being addressed (see Schott 2000). And there is a need to increase the power of developing nations by introducing a common fund to finance some of their legal costs to counter the unfair advantages developed nations have. It is also important to extend the preferential treatment given to developing nations in trade, and for the poorest nations to have an extension of their free use of patents in some areas (which has now passed resolution). These changes may expand and deepen the global circuit of social capital into new areas and sectors.

The helicopter program is more radical or extensive, including some of the bicycle (and perhaps Ferris wheel) proposals but going beyond them to include the environment, health, culture and (possibly) labour rights (see Herman 1999; Neumayer 2000a). There is a widespread perception, for instance, that the WTO isn’t serious about protecting the environment, and that, in more technical economic language, it hasn’t adequately addressed social welfare questions such as internalising negative trans-border externalities (e.g., pollution, health). Some even believe that the “WTO is a tool of the counter-mobilization by transnational capital against social protections” (McMichael 2000: 473). The failure to internalise externalities through excessive free trade may lead to an inefficient allocation of resources. Despite the mention of “environmental protection and sustainable development” in the WTO’s preamble (Miller & Croston, 1999), and some lip service being given to environmental concerns, the weight of evidence seems to support these allegations. Indeed, the Ferris wheel proposal argues that free trade has always been at the apex of the WTO’s agenda, and that it was never meant to, and should not seriously consider “other issues”. However, a close analysis of some of the cases that have come before the WTO dispute settlement process, such as the dolphin-tuna and shrimp-turtle disputes, reveal that, in purely operational terms, the WTO needs to at least come to terms with ecological concerns when they impact on trade.

For instance, the 1991 Dolphin-Tuna dispute involved the US imposing an embargo on imports of tuna caught with purse reine and driftnet fishing methods (which result in many dolphins being killed). The WTO rejected the use of environmental rules on production methods beyond national boundaries, arguing that national laws cannot be extended to other nations. In another case, the 1998 Shrimp-Turtle dispute, the US imposed a ban on the sale of shrimp caught without special turtle excluder devices (TEDs) on boats to protect five species of endangered sea turtles. Sea turtles have been designated an endangered species in various multilateral agreements, and the US made the use of TEDs compulsory for catching shrimp in the 1990 Endangered Species Act. Thailand, India, Pakistan and Malaysia challenged the ban as an unfair trade barrier, and the WTO ruled in their favour. Yet the appellant body in the shrimp-turtle case did not uphold the dolphin-tuna ruling against extraterritorial use of national laws for environmentally destructive fishing methods. Instead, it ruled that a nation would need to engage in bilateral or multilateral treaties with shrimp harvesting nations to insist on the use of TEDs, and only after that failed could a nation introduce unilateral measures (Neumayer 2000).6
Thus, the appellate body “move[d] away from a very restrictive, trade-centred interpretation of GATT law and towards a position in which trade and environmental objectives are more carefully weighed against one another” (Liebig 1999: 84). However, these apparent inconsistencies in the WTO rulings, and the general impression that the WTO does not sufficiently recognise the need to internalise global externalities, requires that the Qatar Round of discussions resolve some of these environmental anomalies. This would help to differentiate between a ‘real’ environmental concern and policies simply designed to inhibit trade competition, and it would also reduce the extent of the NGO’s strident attacks on the organisation. Possibly a World Environment Organisation is necessary to work in consultation with the WTO, dealing with less trade-oriented environmental issues.

The Cancun Ministerial Meeting of September 2003 failed to sustain real advances in agreements, and the environment was entirely sidelined in favor of agricultural and investment reform (Gnath 2004). The sidelining of the environment has continued ever since. Indeed, any successes that were obtained in discussions in Geneva in July 2004 were made entirely by taking a minimalist approach (not dissimilar to the Bicycle program with the emphasis being given to developing countries vis-à-vis agricultural subsides and related themes). As the United Nations University (2004: 2) states:
[F]or the first time, member governments have not only agreed to substantial reductions in trade distorting domestic support for agriculture, they have also agreed to abolish all forms of agricultural export subsides. Also in the area of agriculture, there has been a significant breakthrough in dealing with the impediments to cotton trade, offering new potential opportunities for cotton farmers in West Africa and throughout the developed world.

Hence, recently there appears to have been some WTO advance especially in reform of agriculture, deepening the commitment to “the needs and interests of developing and least-developed countries”, and the call for reductions and phasing out of “trade-distorting domestic support” (such as subsides) (WTO 2004: 2, 4). However, it is too early to say whether this is likely to impact upon programs of action or whether it is merely a form of rhetoric to instill confidence in the light of recent setbacks and conflicts. As the World Bank (2004: 5) notes, “the road ahead is long and full of obstacles”, while many details need to be ironed at by the time of the next WTO Ministerial Meeting in December 2005 in Hong Kong. A trade regime that extends global growth and development is thus not likely in the near future if the pattern of the past several years is any indication.
Pending further advance, it is likely to be very difficult to succeed in a program of action for the “Doha Development Round” in the light of demonstrations over the past few years; the seemingly intractable disagreements between developing and developed nations; the widely divergence opinions on the scope of the new round of discussions between the US and the EU; and the recent redirection of attention to matters of global terrorism. Once a Doha Round Agenda is set more fully, however, it may be years before any substantive agreements are finalised, not to mention activated. Thus, an improvement that reduces conflict and improves the institutional functions of the global SSA within the circuit faces a difficult and time-consuming future.7 Institutions linked to the promotion of conflict resolution in the area of trade have thus not become activated sufficiently at this stage to promote the reproduction of the global circuit of social capital, in an ongoing fashion, for long wave upswing.
Conclusion

The purpose of this chapter has been to assess to degree to which a new global MOR or SSA is being developed within the global circuit so as to contribute to long wave upswing in the world economy. We used three proxies for the promotion of global system-functions within the circuit. For productivity and demand, the prevailing systems of production and distribution were examined. For financial stability, the IMF was used. And for conflict resolution, the WTO was used. The main conclusion of this chapter is that the current configuration of institutions and institutional spheres – taken as a whole – does not support long wave upswing. The regime of production-distribution – the most important cluster of institutions and technology within the mode of regulation - is of insufficient productivity and demand, and hence failing to support global system-functions. While the changes ongoing in the IMF during the late 1990s are likely to promote the global system-function of financial stability, the motion of the WTO does not support the expansion of conflict resolution to a even moderate degree at present, although some optimistic trends are in the early stages of development. In the current institutional environment it may be difficult to propel sustained agreement and activation of trade reform.

Overall, then, a suitable global mode of regulation or social structure of accumulation that encompasses the regime of accumulation and institutional clusters is not likely to be currently in operation to support long wave upswing in the world economy. If the pattern of wave and cycle over the past 50 years is any indication, the first decade of the 21st century will likely follow through from the recession of the early 2000s to likely (short-cycle) recovery and boom of the middle to late years of the first decade, through to a downward trend during the beginning of the second decade. The next real test of the existence and potentiality of long wave upswing may well be the extent of speculative bubbles in the high boom of the cycle (during the last few years of the first decade of the 2000s), and the extent of recession (during the first few years of the second decade).13  It is necessary to scrutinise the nature of the institutional-technological changes emerging within the global circuit in an ongoing fashion over at least the next decade to ascertain the extent of mode of regulation or social structure of accumulation development.

NOTES

* An earlier version of this chapter was presented at the Allied Social Science Associations meetings of the Association for Social Economics, New Orleans, 5 January 2001. Session title: “Institutional Change and International Growth.” I am indebted to the three anonymous referees, plus Elba K. Brown-Collier, John Davis and Libby Assassi. The usual caveat applies. An much earlier version of this chapter was published in the Review of International Political Economy, vol 10, no 3, August, 2003, pp. 481-519. I wish also to thank some of my graduate students for various comments on this paper.
1. Space precludes a detailed discussion of Minsky’s financial instability hypothesis (FIH), which helps explain the boom, instability and crash of the 1980s in the West as well as the moderately similar experience of some nations in Asia during the 1990s. The similarities of the West and Asia, as they relate to the FIH are (a) financial deregulation reduced the prudential functioning and increased the potential risks in the system; (b) endogenous money and credit led to an (over)expansion of traditional and (especially) non-traditional sources of credit and finance; (c) relatively unproductive activities in the commercial property market and stockmarket created speculative bubbles, which then burst; and (d) the euphoria and overaccumulation, in the light of eventual costs and difficulties, led to the highpoints which eventually underwent a downward spiral. In the late 1990s and 2000 in the West, especially the US, a similar process of euphoria and overexpansion seems to be happening, which is broadly in accord with the FIH (see O’Hara, 2001).

2. These two new facilities, SRF and CCL, became part of of six credit facilities that the IMF made available to member nations. The other four include: (a) traditional standbys, (b) the Extended Fund Facility (introduced in 1975 for longer-term BOP problems), (c) the Poverty Reduction and Growth Facility (introduced in 2000 for low interest loans to low-income members), and (d) the Compensatory and Contingency Financing Facility (low-conditionality loans introduced in the 1960s for nations experiencing temporary or exogenous problems with exports, import costs interest rates, etc). (See Williamson 2000.) Some critics have suggested merging the SRF and CCL into a “crisis facility” so that having a separate CCL facility does not promote further crisis and contagion by nations being classified as “crisis and contagion driven” (Williamson 2000). As might be expected, free banking scholars have critiqued these facilities as propelling crisis and contagion (e.g., Hanke, 2000).

3. Michal Aglietta (1998) explains why the neoliberal policy apparatus is not sustainable. He believes that the main problem with neoliberalism relates to a critical contradiction of individualism. As he said: “The positive side [of individualism] consists of its emancipation from the shackles of a system of social allegiance, from personal subordination, [and] loyalty … The negative aspect of individualism … is that membership of society, in other words the legitimization of individual acts, has to be constantly reclaimed. Taken to extremes, individualist demands tend to dissolve the social fabric from which such demands derive their validity” (Aglietta, 1998: 70).

4. It is true, as John H. Dunning (2000: 475) recognises, that these various NGOs failed to offer a real alternative to capitalism, and did not sufficiently recognise that their various objectives are frequently contradictory. Also, as he emphasises, a critical agenda for the world economy is the generation and maintenance of a fund of social capital of trust, sympathy and relationships.

5. To be more specific, the ‘Ferris wheel’ program implies the need to “go round and round” without including any new policies such as those concerning competition policy or the environment. The ‘bicycle’ program is so named because it assumes the need to advance into relatively new territory for the WTO. And the ‘helicopter’ program is so named because this program seeks to go beyond the conservative and liberal policies to a higher level of the environment, health and possibly labour rights.

6. At a more general level, the arguments of the environmentalists against the WTO are critical. This is especially true when it is recognised that the value of the Earth’s ecosystem services, “including such … processes as soil formation, nutrient cycling and habitat maintenance for biodiversity” is worth around “$33 trillion annually, well in excess of global GDP” (Ken Conca, 2000: 485).

7. Some authors would go further. As Chakravarthi Raghavan (2000: 503) believes, unless certain changes are instigated in the WTO to embed economy within society, “the late twentieth-century version of ‘globalization’ and neoliberalism may meet the same fate as the nineteenth-century globalization and liberal (laissez faire) order, spawning social conflicts and breakdowns.” It would appear that a new set of trade agreements will need to be written that go beyond the raw neoliberal policies of the Washington Consensus in a way that embeds economy within society to a greater degree (see Watchel, 2000).

8. Casey (1999: 155), for instance, concludes that “these new “designer” cultural practices serve as processes of regulation, discipline, and control of employee subject selves”; while Parker’s (1999: 139) research in the US reveals that “companies pursuing lean production are not particularly interested in helping their union members to develop advanced technical skills. What they do want is a more flexible workforce, but management flexibility is decreased when worker skill translates into power and resistance to management.” A similar conclusion is made by Laurie Graham (1994).

9. Productivity may be a good general view of the potential for sharing the benefits of production for profit and/or wages. But it must be recognised that this is not always the case. For instance, it may be possible to have considerable productivity with a relatively high level of competition, yet the high competition may inhibit sufficient profit. This is part of the argument of Veblen (1904) and Brenner (1999).

10. The (most successful) Eastern Archetypes of the flexible system are all Japanese companies, such as Toyota and Kawasaki Heavy Engineering. Successful Followers include Motorola, Hewlett-Packard and Ford (leading Western followers). Moderately successful followers include a large Indian electrical engineering firm (Crompton Greaves); Ford’s operations in Mexico; plus 3 Indonesian auto manufacturers (see Harriss, 1995). And lastly, weakly successful followers include many “LDC implementers” where adoption is confined to individual subprocesses and very limited interaction with individual [regimes] or that of failures” (p. 61).
“Differences in the adoption of this system may be a product of two processes. First, those on the low end of adoption are simply late starters. And secondly, different firms may be capable of different degrees of “deep systemic utilization of [Japanese managerial techniques]”. For instance, certain firms may be constrained by internal factors such as bad communication channels in the firm, poor management training, lack of staff on-the-job training; or by external factors like unsuitable infrastructure (roads), a poor level of education of the workforce, and problematical government policy (Kaplinsky, 1995: 63).

11. It may well be, as Belussi (2000: 36) recognises, that the FSP is more developed in Japan, Germany and Italy than in many other nations (e.g., the US). The key to long upswing may be the success of the Schumpeterian firm that promotes tacit knowledge, supply chains, networks of relationships and processes, long and complex value chains, and technological and product variety (see Gottardi, 2000: 14-17). If the flexible system of production is the most feasible production-distribution regime for the future (instead of, say, neo-Taylorism) then this will be a challenge to the dominance of the neoliberal Washington Consensus to some degree. The FSP clearly represents a progressive form of capitalism in which labour is exploited in a more embedded corporate environment.
12. We saw above that the post-Fordist systems of production – as well as institutions such as neoliberalism – have contributed to a reduction in the degree of conflict between capital and labor, mainly by reducing the dominance that labor had during the late 1960s and early 1970s. Contradictions then led to a decline in the sphere of demand. Some might argue also that the FSP has reduced conflict somewhat by including labour in the scheme of things to a minimal degree. 

13. However, to further comprehend the potential for long wave upswing we must look to the formation of national institutions concerning the financial system, industrial relations, the state and the family. See, for instance, O’Hara (2000, 2001a), Hossein-zadeh and Gabb (2000), O’Hara (1999: 1054-68), Lippit (1997), O’Hara (1995), plus Kotz, McDonough and Reich (1994). Indeed, it is likely that multiple SSAs are necessary for the global political economy, not only linked to global production-money-trade (as discussed in this chapter) but also the hegemonic economic-military-foreign affairs system (see O’Hara 2002a). Hence, whatever conclusions are made in relation to this current chapter, they may potentially be overshadowed by changes in some of the other potential SSAs or institutional forms.
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