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Across the Global North, there is a continuing tendency to 
see the working class as being eclipsed. Bastions of  working 
class identity and politics, such as Detroit, Michigan, and 
Sheffield, South Yorkshire, seem to have transcended the 
status of  working class cities. Detroit’s recent bankruptcy 
appeared to signal the closing of  the city’s working class 
history; gone was any prospect that this once great 
industrial metropolis would again become a beacon of  
productivity and labour organization. Across the other side 
of  the Atlantic, cities such as Sheffield and Manchester 
have now been undergoing widespread economic 
restructuring for thirty years. Steel and textiles have been 
replaced by shopping malls and call centres, working class 
social clubs usurped by reality television and cheap vodka. 

As the economic base of  such cities have declined or, in the 
more fortunate cases, transformed, the political landscape 
of  the cities has changed. Electoral politics arranged 
around class antagonisms are long gone. In Detroit, the 
power of  the auto industry’s labour unions has waned with 
the industry’s drift southward to explicitly anti-union 
territories. In the course of  thirty years, Sheffield has gone 
from a socialist Petri dish, experimenting with state-funded 
economic development and cooperative enterprise, to an 
archetypal entrepreneurial city. The same can be said for 
almost all the cities of  Northern England.  

At the declining end of  the urban system, it seems that the 
presence of  the working class has therefore faded. A similar 
story has played out in the 
most successfu l c i t i es. 
London and New York have 
become places that are 
almost impossible to be or 
become working class within. 
The cost of  living, in all 
senses, is so high that many 
have rejected the prospect of  
l i fe in these capi ta l i s t 
epicentres. Those brave souls 
who clean offices, fix cars 
and drive buses in cities like 
London often do so with the 
help of  incredibly complex 
support networks that are 
not, without social and 
personal costs. 

Although such an idea might 
seem far-fetched, it is not 
difficult to discern this vision 

in the prescriptions of  celebrated urban theorists such as 
Richard Florida. We can also pick up traces of  this 
utopianism within educational policy, where the idea that 
everyone can attend university has been prevalent for three 
decades. This false promise serves to direct attention away 
from the fact that our society probably does not require all 
to engage in university-based tertiary learning. Put bluntly, 
our society contains a host of  low paying jobs that 
someone has to do and that an extensive education is not 
required to undertake.   

We here have two competing narratives. On one hand, we 
have the idea of  working class decline. On the other hand, 
we have the idea that our economy still generates a host of  
low-skilled, low-paid jobs that can only really be described 
as working class. I have already hinted at what I think links 
these two narratives: the contemporary ideology of  class.  

In some of  my previous work, I examined London’s 
changing class structure to investigate the idea that the city’s 
working class had been in decline since the 1970s. Through 
a detailed analysis of  UK census data, what is clear is that 
London’s class structure has changed dramatically. There 
has been a decline in the city’s traditional working class 
population of  white, skilled labouring, male-headed 
household. In its place, has emerged a much more 
multifarious working class that is divided on many axis.  

Your choice over how to read this occupational change will 
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be informed by ideology. If  you associate the working class 
with particular occupations and social groups (e.g. car 
manufacturing and white males) and allow for the 
possibility of  a city not divided along class lines, then you 
will see something different to the person who identifies 
the Trinidadian petrol pump attendant as working class and 
does not see it as possible to remove class tensions from 
the capitalist city.  

The centrality of  ideology to interpreting contemporary 
class structure is now not surprising to most people. In the 
pre-financial crisis period, things were different. With 
Gordon Brown declaring the end of  boom and bust, Third 
Way politics promising a new social model, and immaterial 
labour seemingly having huge productive capacity, there 
were many reasons to suggest that we might have seen the 
end to the working class city. Across the globe, it seemed 
like all large cities were seeking to emulate the likes of  
London and New York, creating a developmental teleology 
that inscribed an – 
often implicit – 
erasure of  the  
working classes  
from metropolitan 
life and politics.  

Now we live in  
different times.  

The developmental 
promises of   
financialised  
economies and  
debt-financed  
spending have been 
smashed; even if  
their corpses  
stumble on in the 
absence of  any alternative economic and social model. 
Unemployment, shrinking incomes and job insecurity have 
given rise to a renewed sense of  class exploitation. The 
political landscapes of  Europe and North America have 
both provided stark illustrations that class is back. 
However, it has returned in a disorganized and variegated 
form. 

Given the highly differentiate class landscape of  cities like 
London, it has been impossible to resort to a 1930s style 
organization of  the shop floor to mobilize class politics. 
Instead we have seen different political groupings appeal to 
different sections of  the broadly working class population. 
In the United States, the surprising appeal of  Bernie 
Sanders and Donald Trump is explained, in part, by a 
shared rejection by their supporters of  the prevailing 
political ideology. In the United Kingdom, the election of  

Jeremy Corbyn to Leader of  the Opposition has been 
based on a party membership vote that clearly rejected 
those parts of  the party that were responsible for the 
cementing of  post-Thatcherite British capitalism. 

All of  these changes to the economic, political and 
ideological landscape are poised to have a profound effect 
on city politics and how we view urban development. The 
death of  class-based city politics came about from a 
crushing and then prospective transcendence of  old 
antagonisms; the latter is best exemplified in the political 
ideology of  the Blair-Giddens project. The resurgence of  
class onto the political agenda is, at present, an unbridled 
process. The composition of  the working class is now 
much more varied and, consequently, there is no possible 
resort to old solidarities. The question has therefore 
become how to unite the diverse populations of  cities like 
London or New York along some kind of  class basis.  

To unite the differences of  
today’s urban working 
classes one cannot rely on 
s h a r e d e m p l o y m e n t 
experiences, notions of  
identity or culture. The 
conversations and debates 
o f  t h e E n g l i s h a n d 
American working classes 
in the 1930s simply cannot 
be repeated today. In the 
absence of  these routes to 
solidarity, it would seem 
that personal politics will 
have to be eclipsed by a 
more public politics. This 
means, I think, to return to 
the philosophical basis of  
politics. The perceived 

moral superiority of  progressive movements has always 
been derived from a normative assertion of  equality: that all 
are born equal. Class-based politics is therefore not some 
kind of  tribal struggle, but rather an attempt to realize a 
normative position. If  we are to find today’s working 
classes and formulate working class politics, the task differs 
in almost all aspects compared to those of  the twentieth 
century. The thread that can link these histories is the 
Platonic project of  identifying and realizing the “good 
city”, where the power of  defining justice is that it does not 
see the differences within the working classes but rather the 
sameness of  citizens.  

Pr. MARK DAVIDSON is an Associate Professor at  
Clark University’s School of  Geography. 
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In 1966, fifty years ago, the BBC broadcast one of  the most 
powerful drama documentaries ever made. Cathy Come Home 
documented the journey of  a newly-wed couple, Cathy and 
Reg, from the birth of  their child through to homelessness 
and family break up. After being injured, Reg loses his job 
and the family rapidly spirals into poverty and homelessness. 
They are evicted from their home and end up squatting and 
living in shelters for the homeless.  Having lost her home, 
Cathy also then separates from her husband. The final scene 
shows a hysterical Cathy having her children taken away by 
Social Services. Directed by Ken Loach and written by 

Jeremy Sandford, the programme was a gritty and realistic 
representation of  poverty in mid-1960s’ London seen 
through the eyes of  the main characters, lived through their 
experiences and told through their voices. When it was first 
broadcast, 12 million viewers watched it - almost one in four 
of  the British population. It was – and remains - one of  the 
hardest hitting documentary dramas about poverty, 
homelessness and family breakdown ever made, so much so 
that for years afterwards the actress who played Cathy was 
offered money in the street in the conviction that she 
herself  was homeless. 

Although Cathy Come Home was the first 
television programme to dramatise poverty 
through the lives of  its characters, it was not the 
first attempt to bring to life the experiences of  
the poor in the midst of  plenty. Over a hundred 
years earlier, Henry Mayhew, a co-founder of  
Punch, began writing a series of  articles for the 
Morning Chronicle newspaper exploring some of  
the most poverty-stricken areas of  Victorian 
London and documenting the lives of  the urban 
poor. Throughout his articles, and the 
subsequent encyclopaedic volumes on the street 
trades, London Labour and the London Poor, first 
published in two volumes in 1851 and 
republished in an extended version ten years 
later, Mayhew allowed the poor to speak in their 
own words, lending them a voice that had 
previously remained largely silent. 

Writing as the ‘Metropolitan Correspondent’, 
Mayhew’s articles were published weekly 
between 1849 and 1850, generating huge interest 
amongst the newspaper’s readership. Dickens 
even based some of  his characters on Mayhew’s 
articles and subsequent writing.  Starting with a 
visit to the cholera-infested slums of  Jacob’s 
Island in Bermondsey, Mayhew described the 
living and working conditions in some of  
London’s poorest districts. He investigated 
typical London trades, such as shoemaking, 
clothing and furniture, distinguishing the 
‘honourable’ skilled section of  the workforce 
which produced high quality goods for the 
burgeoning middle and upper classes, from the 
more rapidly growing ‘dishonourable’ section 
where the workforce was not only less skilled 
but was more casually employed, often earning 
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pitifully low and notoriously irregular wages. He 
interviewed those even further down the social hierarchy - 
rat-catchers, crossing-sweepers, rag-pickers and others who 
eked out a precarious living on London’s streets – people 
who survived from hand to mouth, rarely knowing where 
their next meal would come from.   

What was remarkable were the efforts that Mayhew made 
to ensure that the poor were distinguishable as individuals 
through text and images. He achieved this in two ways: by 
recording in words the voices of  those whom he 
interviewed and by portraying them in illustrations and 
daguerrotypes – an early form of  photography. Reporting 
on conversations that replicated accents, idiosyncrasies and 
idioms, Mayhew gave a voice to the poor that lent them 
character and personality.  

Old Sarah, an elderly, blind hurdy-gurdy player, who was 
well known in the London streets, on riding in a cab for the 
first time in her life on the way to have her dageurrotype 
taken, told Liza, her guide, how she found the ride pleasant: 
“Very nice, ain’t it Liza?”, she said, “but I shouldn’t like to 
ride on them steamboats, they say they’re shocking 
dangerous; and as for them railways, I’ve heard tell they’re 
dreadful; but those cabs, Liza, is very nice”. Migrants to 
London speaking in broken English, were similarly 
recorded. An Italian entertainer who made a living by going 
around the streets with trained monkeys told Mayhew how 
‘Some monkey is like de children at de school, some is very 
hard to teash, and some learn de more quick, you see.”.  

And the man with the dancing dogs “who has been so long 
known about the streets of  London” told Mayhew in 
broken English how “Plenty of  time I have been vitout 
nothing to eat. Des Italiens at de lodgement dey have given 
me pieces of  bread and bouilli. Ah! It is very miserable to 
be poor like me”. 

For Mayhew, poverty was not the result of  moral failings 
but of  an overstocked labour market that forced the elderly, 
the sick, the disabled and the plain unlucky onto the streets. 
The strenuous efforts made by the poor to pick up a living 
were evidenced through their own words, experiences and 
individual images. The ill-luck that forced Reg and Cathy 
onto the London streets, despite their efforts, and which 
eventually drove them and their family apart, was depicted 
by Ken Loach in similarly realistic fashion, albeit using the 
very different medium of  television drama. Although over 
a hundred years separates Ken Loach from Henry Mayhew, 
both recognised the power of  the spoken word and the 
image to convey the experience of  poverty. Empathy can 
only emerge from an awareness and understanding of  the 
experiences and circumstances that generate poverty and, as 
both Ken Loach and Henry Mayhew were only too aware, 
there is no more powerful way of  achieving this than 
through hearing the voices of  the poor. 

PROFESSOR DAVID GREEN is the Vice-Dean for 
education and professor in the Department of  Geography at 
King’s College London. 
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Neoliberalism has battered worker rights around the 
world.  Neoliberal policies have shredded the social 
contract in the United States and much of  Europe, 
shattered the iron rice bowl in China, and rolled back 
developmental and redistributive policies in much of  Latin 
America, Asia, and Africa.  How can workers rebuild labor 
standards and a social safety net across the world?  Karl 
Marx and Karl Polanyi offered grand theories predicting 
that workers will always rebuild.  In this essay we argue 
that new forms of  informal worker organizing offer some 
of  the most useful insights into exactly how workers as a 
whole can solve this age-old problem in the contemporary 
era. 

Marx, writing 150 years ago, argued that the technological 
forces of  production had outstripped hierarchical capitalist 
relations of   
production, and that 
the currently  
subordinate  
p ro le t a r i a t wou ld 
overthrow the  
capitalist class and run 
production  
themselves.  Marx said 
little about how this 
would happen, but 
emphasized how the 
intr icate capi ta l i s t  
division of  labor, within but particularly between 
enterprises, literally organizes the global proletariat into an 
articulated whole.  Marx, a keen observer of  history and 
politics, was well aware that political processes are built in 
a wide range of  historical contingency, but was confident 
that in the “last instance”, the economic impetus of  the 
forces of  production would lead to socialism.  However, 
many Neo-Marxists, with the benefit of  an added century 
of  hindsight, have concluded with Louis Althusser that 
“the lonely hour of  the ‘last instance’ never comes”—
retaining class analysis and the conceptual framework of  
capital accumulation but abandoning determinism even for 
the long run. 

Karl Polanyi, writing 70 years ago, offered an alternative 
theory better suited to explaining changing directions in 
the evolution of  capitalism—in particular, the shift from 
the bare-knuckled capitalism of  Marx’s era to social 
democratic and developmentalist regimes.  Polanyi wrote 
that rising capitalism disembedded markets from society, 
threatening workers’ well-being, economic stability, and 
even the earth itself.  This “movement” provoked a 
“counter-movement” to re-embed markets and establish 

social protection.  Unlike Marx, Polanyi did not privilege 
the working class as the leading agent, instead suggesting 
that a variety of  sectors with interests in social protection 
built the counter-movement (indeed from the right and the 
left). Polanyi did not foresee that the historical 
“pendulum” he described would swing back the other way 
toward neoliberalism.  Neo-Polanyians such as Fred Block 
and Margaret Somers, writing seven decades after Polanyi, 
study this new “movement” and search for sources of  a 
new global “counter-movement.” 

That brings us to informal workers.  Informal work, in the 
sense of  work providing legal goods and services but not 
protected by traditional labor laws that rely on a formally 
recognized employer-employee relationship, is growing in 
much of  the world.  This is true in Europe, the United 

States, and Japan, where the 
s t a n d a r d e m p l o y m e n t 
contract extends to ever 
fewer; in India where the 
s t a n d a r d e m p l o y m e n t 
contract has long excluded 
the vast majority of  the 
workforce; in China where 
most of  the 200 million-plus 
rural-to-urban migrants work 
in unregulated contexts; and 
elsewhere.   

Though many observers feared this turn toward informality 
would spell an end to worker organizing by removing the 
structural bases of  trade union power, informal workers 
have proven them wrong. China’s labor NGOs have 
combined social services, advocacy, and organizing to 
advance the interests of  migrants in manufacturing but also 
in services (though the Chinese government has cracked 
down on NGOs in recent years, and has intensified its 
pressure even in the last few weeks as we write).  US worker 
centers and Japanese unions of  youth, women, and even 
the unemployed, undertake a similar mix of  activities.  In 
India, Ela Bhatt, who founded the Self-Employed Women’s 
Association (SEWA) over 40 years ago, not only won 
government recognition as a trade union federation—
despite a membership and organizational form distinct 
from any other trade union federation—but launched what 
today is India’s largest union federation, with about two 
million members.  More importantly, SEWA is not an 
anomaly; India is also home to countless other informal 
workers’ organizations.  In recent years, local-level efforts 
to organize informal workers have made a striking attempt 
to join forces at the global or transnational level.  For 
example, the International Domestic Workers Federation 
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mobilizes organizations in more than 40 countries—
organizations that rivaled far longer-standing and more 
populous global union federations in their global 
coordination to win ILO Convention 189 on the rights of  
domestic workers.  The StreetNet network of  street 
vendor organizations, based in South Africa, has a similar 
global reach and has played a central role in struggles 
against mega-projects and urban “upgrading” that threaten 
to drive out vendors.  Could these models point the way to 
a new social contract? 

Our own research and that of  colleagues around the 
world, many of  whom are connected through the 
Experiences Organizing Informal Workers (EOIW) 
research network, documents and seeks to understand how 
informal workers across countries of  varying levels of  
industrialization organize, win, and fail.  This global 
research is still in its early stages, but we would suggest six 
propositions about informal worker organizing based on 
our own research across several industries and 
organization types: 

1. Informal workers primarily win in the political arena.      
Those who worried that informalization 
undermined the economic underpinnings of  
trade union power were, on the whole, right.  
Informal workers, who are often dispersed and 
typically work with limited capital and skills, are ill 
equipped to use traditional economic weapons 
such as the strike.  But they have gained outcomes 
ranging from the simple right to ply their trade, to 
higher rates of  pay, to social security benefits by 
exerting political leverage.  This can take the form 
of  vote banking, protest, or generating public 
sympathy.  It often involves what Jennifer Chun 
calls classification strug gles—fighting to be 
considered as workers and therefore entitled to 
the same rights as other workers. 

2. To win in the political arena, informal workers need     
powerful allies.  Vote banking can win political 
parties as allies (and not only left parties, as author 
Agarwala has shown).  US worker centers, which 
include large numbers of  non-voting immigrants, 
have won over churches with moral appeals, 
Latino organizations through ethnic solidarity, and 
trade unions through a common commitment to 
organizing the unorganized.  Domestic worker 
organizations in many countries have been able to 
mobilize organizations of  supportive employers of  
domestic workers.   

3. To win powerful allies, informal workers need to build     
strong organizations.  Gaining support depends on 
demonstrating what Charles Tilly called WUNC 
(worthiness, unity, numbers, and commitment), all 
of  which depend on effective organizations, not 
just a few people with good ideas about reform. 

4. To build strong organizations, informal worker organizers     
activate varied identities.  It’s striking the extent to 

which many organizations of  self-employed as 
well as other-employed informal workers, around 
the world, have working-class consciousness, 
rather than, say micro-entrepreneur consciousness.  
But few informal worker mobilizations tap only 
class identity.  Gender, migration status, nationality, 
ethnicity, age group, and other identities have been 
critical to successful organization-building. 

5. Variety in organizational form and strategy are the order     
of  the day.  Though we have emphasized 
commonalities, informal worker organizations vary 
enormously.  A key objective of  the EOIW 
research network is to build understanding of  how 
different organizational models and approaches 
arise, and under what circumstances, why, and how 
they succeed or fail. 

6. Victories are limited so far.  The social welfare plans     
garnered by Indian organizations studied by 
author Agarwala are skimpy ones.  The US day 
laborers and Mexican street vendors examined by 
author Tilly and colleagues have principally won 
the right to use public space in their work.  In 
many cases, a “win” by an informal worker 
organization just moves their constituents from at 
or slightly below the margin of  survival to slightly 
above it.  But we would note that early trade union 
victories were usually small, temporary, or both.  
As in that earlier trajectory, the importance of  
today’s limited wins is that they establish 
principles, precedents, and organizational and 
institutional infrastructure that can nurture further 
advances. 

Informal worker self-organization is far from achieving a 
new social contract, but its progress in recent decades is 
impressive.  Perhaps it is early to elevate Ela Bhatt to the 
pantheon of  theorists of  pro-worker social change that 
includes Marx and Polanyi.  But we would argue that the 
potential of  informal workers’ initiatives is promising 
indeed, both on its own terms and relative to alternative 
strategies for rebuilding worker power.  We challenge those 
reading this to join us in seeking to understand informal 
worker organizations better, in order to help them 
scale up, deepen their impact, address their 
vulnerabilities, and make decisive advances toward the 
new social contract the world needs. 

First published: Agarwala, Rina and Chris Tilly. 2015. 
"Marx, Polanyi, and… Informal Workers?  Toward a New 
Social Contract for Workers," WebForum on The Futures 
We Want, http://futureswewant.net 

RINA AGARWALA is an Associate Professor of  Sociology at 
Johns Hopkins University. 
CHRIS TILLY is a Professor of  Urban Planning and Director 
of  the Institute for Research on Labor and Employment at UCLA 
who focuses on labor and inequality in the US and global context. 
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What’s behind the rise in income inequality? Technology or class 
struggle?  
by Dr. Matt Vidal 

Over the past three decades, income inequality has risen in 
most of  the 34 member countries of  the Organization for 
Economic Cooperation and Development. A recent 
analysis of  22 OECD countries from 1985 to 2013 found 
that inequality increased in 17 of  them (including the US, 
UK, Canada and Germany), underwent little change in four 
(Belgium, Netherlands, France, Greece) and declined in 
only one (Turkey). Over the same period, in the 17 richest 
countries GDP growth primarily benefitted the top 10% of  
the population, with the bottom 40% receiving little from a 
quarter century of  growth. 

The prevailing explanation for rising inequality – the 
mainstream economics explanation – is that technology did 
it. There are no capitalists making investment decisions, no 
managers making employment decisions and certainly no 
class struggle. Only technical change, supply and demand. 
Here I want to make the case for the centrality of  class 
struggle in driving inequality.  

According to Harvard economist N. Gregory Mankiw, 
“Most economists agree that a leading cause [of  rising 
inequality] is skill-biased technological change — the 
tendency of  new technologies to increase the relative 
demand for skilled workers.” 

A more sophisticated and 
convincing version of  the 
technology story is the 
“task approach” of  MIT 
economist David Autor 
and colleagues. 
Computerization is able to 
easily replace routine jobs, 
which happen to be those 
in the middle of  the skill 
distribution (e.g. clerical 
work and bookkeeping). 
Both higher-skill jobs (e.g. 
professionals, managers 
and technical workers) and 
lower-skill jobs (e.g. cooks 
and cleaners) are non-
routine jobs, hence unable 
to be replaced by  
automation.  

The task version of  the 
technology story well fits 
the data showing  
polarization of  the job  

structure into high-wage and low-wage jobs, and it is an 
important part of  the story. But it’s not the most important 
part of  the story. 

If  technical change is the main driver of  income inequality, 
then either version of  the technology explanation predicts 
that inequality should trend similarly in countries that are 
comparable in terms of  level of  economic development, 
industrial/occupational structure and vocational training 
and educational systems.   

To examine this, I’ve plotted income inequality for Canada, 
the UK and the USA. In addition to having similar 
industrial and occupational structures, these countries are 
all conventionally understood to be institutionally similar, 
highly liberal economies with minimal government 
intervention and only a residual social safety net. Further, 
they have comparable vocational training and education 
systems with similar outcomes on a range of  indicators. 

As a measure of  inequality I used the Gini coefficient, in 
which perfect equality has a value of  zero (0) and complete 
inequality a value of  one (1).  Using OECD data, the only 
measure available for all three countries going back to the 
early 1970s is the Gini for net income (after taxes and 
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transfers). The Gini for gross income would have been 
better, because it would display the picture produced before 
government transfers. However, all three countries have 
similar levels of  government income transfers, so the net 
income measure will suffice. 

The trends in the chart are not easily squared with the 
prediction of  the technology story. From the early 1970s to 
the present, income inequality has risen more or less 
continuously in the US, while in Canada it was stable for 
two decades until around 1994, rising continuously 
thereafter, and in the UK it rose faster than the US until 
1990, thereafter remaining comparatively stable. 

In a bit more detail, in Canada the trend in inequality was 
largely flat for 21 years, fluctuating only 0.019 points 
between from 1976 to 1997. Over the same period, 
inequality in the US rose more or less continuously, a full 
0.062 points. In the UK, inequality rose even faster than in 
the US in shorter period of  time: shooting up 0.101 points 
in just 13 years between 1978 and 1991.  

Compared with Canada, variation from low point to high 
point in the Gini coefficient over the 21 years from 1976 to 
1997 was three times higher in the US and five times higher 
in the UK.  

A more plausible explanation for the variation in income 
inequality trends across the OECD would refer to the 
distinct political economy of  each country. Because such an 
explanation requires an in-depth analysis of  each country, I 
focus the remainder of  this short article elaborating a class 
struggle argument for the US case.  

It is widely agreed that a rise in low-wge work is a central 
source of  stagnating income for millions of  Americans. 
The technology stories are an extension of  human capital 
theory. According to the latter, wages are determined by 
skill levels (which are complemented by technology). This 
suggests the rise in low-wage would be driven by a rise in 
low-skill work. However, in a recent academic paper I 
found that from 1960 to 2005, there was a 15 percent 
decrease in the low-skill job share of  the employment 
structure. In short, there are fewer low-skill jobs yet more 
low-wage jobs. What gives? 

A high corporate profit rate in the 1950s and ‘60s allowed a 
class compromise: Capital provided secure jobs, rising real 
wages and opportunities for training and promotion; labor 
provided industrial peace and cooperation with 
management leading to continuous productivity 
improvements. The class compromise was forged within 
the corporation.  

Sociologists have shown that there is no single version of  
economic rationality. Rather, people come to understand 
their interests through particular ideologies or cultural 
logics. In the 1950s and ‘60s, corporate managers 
understood their business interests to include not simply 
maximizing shareholder value but also sales growth and 
market share. The dominant logic of  corporate 
organization was one of  vertical integration.  

The logic of  vertical integration included internalizing 
employment: the development of  internal labor markets 
and the protection of  workers from market forces. As a 
result, many low-skill jobs in large manufacturing 
corporations provided security, opportunities for training 
and promotion, and decent pay through administratively-
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determined wages (patterned on union contracts in the 
auto sector).  

However, the profit rate began dropping due to a 
combination of  increasing capital intensity in the economy 
(pushing the profit rate down) and increasingly high wages 
associated with the class compromise (cutting into the 
profit rate). From a postwar high of  26.8 percent in 1951, 
the corporate profit rate dropped to a low of  9.4 percent in 
1982. 

Under intensified international competition and a declining 
profit rate, capital abandoned the class compromise and 
began to recover profits out of  wages.  

One of  the most well-known outcomes of  capital’s assault 
on labor was de-unionization, which played a central role in 
rising inequality, the former explaining up to one-fifth of  
the latter in the US.  
    
Equally important, under the rise of  the ideology of  
shareholder value, the dominant logic of  employment 
became one of  externalization. This included outsourcing, 
downsizing, and lean staffing strategies, which reduced 
opportunities for training and promotion, along with 
increased use of  part-time and temporary employment.  

Most important was a return to the market-determination 
of  wages even for full-time, long-term jobs. This provides 
an explanation for the increase in low-wage work despite a 
decrease in low-skill work: under the class compromise, 

low-skill jobs provided decent wages because they were 
shielded from market forces. Under the ideology of  
shareholder value and the logic of  employment 
externalization, market competition now forces the wages 
of  low-skill workers down as far as possible.  

A central outcome of  these measures has been a steady 
decline in the wage share of  total national GDP (leading to 
a rise in the profit share) from a high of  59.9 percent in 
1970 to just 50.7 percent in 2011. This is behind the partial 
recovery of  the profit rate. 

In sum, much of  the rise in inequality is the result of  class 
struggle, as capitalists and their managers have attempted 
to recover profits out of  wages. This happens through real 
people making real decisions – what industries and regions 
to invest in, how to organize the corporation, how to 
structure employment contracts – not by the impersonal 
march of  technology.  

To be sure, there are structural dynamics driving these 
decisions – the UK and Canada experienced similar 
declines and rises in profit rates and employment costs, and 
engaged in similar responses, though with different timings 
and magnitudes. Nonetheless, it remains the case the 
decisions of  a small class of  capitalists are behind rising 
inequality and stagnating living standards. 

Dr. MATT VIDAL is a senior lecturer in Work and 
Organisations in the department of  Management & Business at 
King’s College London.
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