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To my mother and aunt


“We don’t throw virgins into volcanoes anymore.”

— Steven Pinker


INTRO: A NEW SECULAR RELIGION

A Necessary Inquiry

If one could think of the worst possible year to write a book that was critical of human progress, that year would be 1991. This was year zero of the “end of history”, when the collapse of the Soviet Union removed the last challenge to the dominance of Western liberal democracy and capitalism. This was the year when “Winds of Change”, the rousing power ballad from the German rock/metal group Scorpions, topped the charts with its anthemic lyrics about how “the children of tomorrow” would “share their dreams with you and me” as the wind of change “blows straight into the face of time like a stormwind that will ring the freedom bell”. But this was also the year in which US historian and social critic Christopher Lasch began his celebrated work The True and Only Heaven with a question that seemed obsolete on delivery:


This inquiry began with a deceptively simple question. How does it happen that serious people continue to believe in progress, in the face of massive evidence that might have been expected to refute the idea of progress once and for all?1



Nearly thirty years later, this question has become more relevant than ever, just as Lasch’s critiques of progress now seem scarily prescient of our own troubles. The afterword of another one of his classic works, The Culture of Narcissism: American Life in an Age of Diminishing Expectations, concludes with a statement that would seem as appropriate entering the third decade of the twenty-first century as when it was first written:


Our growing dependence on technologies no one seems to understand or control has given rise to feelings of powerlessness and victimization. We find it more and more difficult to achieve a sense of continuity, permanence, or connection with the world around us. Relationships with others are notably fragile; goods are made to be used up and discarded; reality is experienced as an unstable environment of flickering images. Everything conspires to encourage escapist solutions to the psychological problems of dependence, separation, and individuation, and to discourage the moral realism that makes it possible for human beings to come to terms with existential constraints on their power and freedom.2



If this quote strikes even the faintest chord, then there is a case to be made that the question of progress, and particularly the myth behind it, deserves to be revisited. This is more pertinent given the recent emergence of a group of public intellectuals who would consider Lasch’s inquiry to be so empirically unfounded as to be nothing short of ludicrous. The world, they claim, is better than ever. Much better. And rather than argue the point on philosophical or historical grounds as Lasch and other critics have done, today’s generation of optimists offer a barrage of facts and figures to prove it, along with a standard set of talking points highlighting humanity’s ongoing victory over things like poverty, war and violence, disease, and all the other factors that once made human life “nasty, brutish, and short”.3

Although a few of these people were known to me long before the idea for this book materialized, the knowledge that there was a growing ecosystem behind this narrative came after reading a 2017 Guardian long read by author and columnist Oliver Burkeman titled “Is the World Really Better than Ever?” This piece, which I recommend reading prior to moving on to Chapter One, gives a full dramatis personae of the characters involved in this ecosystem, and gives them the name that I will use to describe them throughout the rest of this book, the “New Optimists”:


The loose but growing collection of pundits, academics and thinktank operatives who endorse this stubbornly cheerful, handbasket-free account of our situation have occasionally been labelled “the New Optimists”, a name intended to evoke the rebellious scepticism of the New Atheists led by Richard Dawkins, Daniel Dennett and Sam Harris. And from their perspective, our prevailing mood of despair is irrational, and frankly a bit self-indulgent. They argue that it says more about us than it does about how things really are — illustrating a certain tendency toward collective self-flagellation, and an unwillingness to believe in the power of human ingenuity. And that it is best explained as the result of various psychological biases that served a purpose on the prehistoric savannah — but now, in a media-saturated era, constantly mislead us.4



By far the most famous of this cohort is the Canadian cognitive psychologist Steven Pinker, whose 2011 bestseller The Better Angels of Our Nature served as a catalyst for these ideas to reach a wider audience. In this eight-hundred-page book, admittedly an impressive piece of scholarship, Pinker gives compelling factual evidence of the decline in human violence, albeit with a less compelling argument of why this has happened. But Pinker was not the first. A few years earlier, science writer Matt Ridley’s book The Rational Optimist officiated the marriage between rationality and optimism. “I am a rational optimist”, Ridley writes, “rational, because I have arrived at optimism not through temperament or instinct, but by looking at the evidence”.5 In the face of this overwhelming evidence that the world is better than ever, only the irrational and deluded would dare take the pessimistic position. Virtually every book in this increasingly growing cottage industry has since followed a similar argumentative format:


1) Present statistical facts that demonstrate the material and moral improvement of humanity.

2) Imply that those who deny, or question progress have no rational claim for so doing.

3) Attribute this progress to the causes that fit your beliefs.



Although the New Optimists are far from ideologically homogenous, they broadly fall into two main categories. The first, spearheaded by the likes of Ridley and the Swedish economic historian Johan Norberg, are libertarians who tend to attribute progress to capitalism, particularly in its more laissez-faire manifestations. The second, of which Pinker is the most vocal advocate, sees progress as the result of the spread of Enlightenment values like science and reason which are increasingly threatened not just by right-wing authoritarian populists but also by a morose, hysterical, “progressophobic” left that denies the reality of human advancement for its own ideological sake.

This second group is more appealing to political centrists who are less tempted to sympathize with the free market fundamentalist economic views of the libertarians, but who also see a threat in leftist ideas becoming mainstream. Centrist, liberal magazines like the Economist have also ingratiated themselves into this camp, making deliberate efforts to play down left-wing doom-mongering over capitalism’s shortfalls, particularly since the global financial crisis has made a more absolutist defense of free markets and free enterprise untenable (full disclosure: this author previously worked for The Economist Intelligence Unit, a sister company to the Economist, but which produces its own independent content).

Some other characters in this ecosystem are harder to pin down and don’t fall neatly within these two groups. These include the (recently deceased) TED Talk celebrity Hans Rosling, who mastered the art of using charts and other visual aids to seduce his audiences with optimism, or Oxford economist Max Roser, whose website Our World in Data is a statistical mecca for the movement even if Roser hardly proselytizes the narrative himself. He also appears to be the only one who shows any remote concern for issues like inequality and climate change, the former which the other New Optimists consistently play down as either not being an essential component of well-being and the latter as a problem which science will find ways of resolving in due time. Perhaps most frightening, however, is that New Optimist talking points have also been liberally spouted by some of the more extreme personalities in the so-called alt-right/alt-lite, who use such arguments as a supposed rebuke to the progressive left’s criticism of capitalism and consequent sympathies for socialist ideas.

Telling evidence of the appeal of this progress narrative to elites is the fact that Bill Gates considered The Better Angels of Our Nature to be “the most inspiring book I’ve ever read”, only to later hype its 2018 successor, Enlightenment Now as his “new favorite book”. He also offered a free copy of Rosling’s Factfulness to all US university graduates in 2018.6 The reasons why the progress narrative has such an allure to elites, as well as to those on the right of the ideological spectrum, should be obvious. Irrefutable statistical evidence that the world is better than ever is a vindication of the political and economic ideologies that presumably got us to this point — namely liberal democracy and liberal capitalism — at a time when these are increasingly being questioned by the left. This leads to what I believe is the ultimate objective of the progress narrative: a defense of the status quo. One which satisfies people who feel that even though the world is far from perfect, we should refrain from making radical political and economic changes lest the advances of human history in the last few centuries be reversed.

The reliance on statistics, particularly economic statistics, rather than more philosophical arguments to illustrate the ongoing betterment of humanity is what immediately separates this generation of optimists from those that came before them. It is also what unmasks the movement as little more than an incarnation of scientism, the belief that science is the only means of answering the great questions of our existence, including epistemological and normative ones. I find this particular way of thinking counterproductive because it is not unlike economism: the blind faith in economic thinking which has blighted public policymaking in recent decades, and which has reduced complex inter-disciplinary problems to reductionist cost–benefit analyses or Pareto optimalities. Pinker reveals his surrender to this kind of thinking when he quips “smarter people tend to think like economists”7 despite the fact that this has no bearing on whether anything an economist thinks is correct by default.

Unfortunately, this also means that the progress narrative appears unassailable by non-empirical argumentation. If anything, New Optimist logic begins with the exact opposite inquiry to that of Lasch: How is it that serious people can deny progress in the twenty-first century in light of all the empirical evidence for it? Leftists often shun economic arguments when debating their opponents, expecting that moralistic critiques should be sufficient to sway hearts and minds. I strongly disagree, which is why the economic focus of this book is not just the result of my own academic and professional expertise but also because it strikes at the strongest part of the New Optimist narrative, rather than the weakest.

What is most irritating about the progress narrative is not just its questionable process of induction in defending its central premise, but its patronizing tone. Much New Optimist writing, such as that of Rosling, is insultingly puerile, infusing the reader with dopamine hits of positivity that work only by stripping away any possibility of dissent. Others, such as Pinker, never miss an opportunity to make cheap shots at their left-wing critics who are typecast as irrational idiots hindering the very progress that they deny. But for those who worry that the greatest intellectual sin is to reduce nuanced, complex problems to simply binaries, then New Optimism is its own worst enemy. Take this paragraph from Pinker’s Enlightenment Now which exemplifies his faux-scientific approach, one that furnishes no useful policy prescriptions or predictive powers, and which by presenting the arc of human progress as unfalsifiable ends up justifying the many critics who see New Optimism as a sort of new “secular religion”:


What is progress? You might think that the question is so subjective and culturally relative as to be forever unanswerable. In fact, it’s one of the easier questions to answer. Most people agree that life is better than death. Health is better than sickness. Sustenance is better than hunger. Abundance is better than poverty. Peace is better than war. Safety is better than danger. Freedom is better than tyranny. Equal rights are better than bigotry and discrimination. Literacy is better than illiteracy. Knowledge is better than ignorance. Intelligence is better than dull-wittedness. Happiness is better than misery. Opportunities to enjoy family, friends, culture, and nature are better than drudgery and monotony. All these things can be measured. If they have increased over time, that is progress.8



A good litmus test of where the reader stands on the question of progress is whether the above statement reads like a stake through the heart of progressophobic irrationality, or whether it lays bare the dangers of false dichotomies that set an unobjectionable good against a universally recognized bad. Surely nobody would deny that health is better than sickness, yet a more pressing question is whether states or markets are best at delivering it. Likewise, peace is certainly better than war, but what does this say about peace enforced through subjugation or hegemony, or how does this guarantee that our political leaders will avoid military confrontation when national interests are put ahead of global ones? Intelligence is better than ignorance, but why has this not stopped educated people in rich, Western countries from believing and even actively promoting scientifically ludicrous ideas such as climate change denial and anti-vaccination conspiracy theories?

Unlike the New Optimists, I make no presumption that the reader is not smart enough to critically engage with these issues. Indeed I would expect them to realize that on many issues, such as poverty or happiness, we are far from having a definitive understanding of them much less their requisite solutions. Progress, contrary to the New Optimists’ arrogant claims, is in fact a terribly difficult question to answer.

Reclaiming Progress

“Like cheap music, the myth of progress lifts the spirits as it numbs the brain.”

— John Gray

This book is divided into three parts. The first part (Chapters One–Three) lays out the conceptual and historic framework for New Optimism as well as its critique. Chapter One presents the modern progress narrative as an offshoot of the Fukuyamist argument that liberal democracy and capitalism represent the “end of history” by virtue of having fended off its ideological challengers in the twentieth century (namely fascism and communism). Chapter Two debunks the rationality argument of New Optimism by showing that optimism is far from rational and, whilst desirable enough from an individualistic perspective, is ultimately much more damaging on an aggregate, societal level than pessimism. Chapter Three runs through many of the arguments given by New Optimisms with respect to the economic progress of the Western world in order to show that the post-crisis generation in many of these countries (particularly the US and UK) may possibly end up worse off than its predecessors, a stunning reversal of progress in a period not marred by plague or war. This chapter also questions the triumphalism of progress in the developing world either through the misuse of economic data or false claims about the reasons that progress has taken place, such as the role of markets in development.

The second part of the book (Chapters Four–Six) focuses on the crisis of liberalism in the twenty-first century, as evidenced by the resurgence of far-right authoritarian populism as well as the delegitimization of liberal capitalism in the wake of the 2008–2009 global financial crisis. Chapter Four deals specifically with the threats to liberal democracy from far-right populist movements in the West and abroad. Unlike previous challenges to liberal democracy, this threat now manifests itself from within, due to discontentment over the growing oligarchization and lack of choice among liberal political elites. Chapter Five is a critique of liberal capitalism that focuses on markets and the corporation, the latter of which in many respects represents the antithesis of liberal and democratic values. Chapter Six continues the economic discussion into the realm of inequality, showing how this has reflected a failure of liberal institutions to create just outcomes, both within countries and globally. Furthermore, this chapter highlights one of the most damning contradictions of capitalism, which is that the more liberal it is the less it ends up looking like the efficient, competitive engine of progress that its proponents claim and more like the hegemonic regimes that liberalism was supposed to prevent, albeit with economic power replacing political power.

The third part of the book (Chapters Seven–Nine, plus the Epilogue) focuses on the risks to progress, including the very real threats of catastrophe for humanity as well as the implementation of radical right-wing ideologies that overlap with New Optimism. Chapter Seven deals with one of the main talking points of New Optimism, the reduction in human violence. Far from denying that human society is more peaceful in in the past, the chapter questions the causes given to this phenomenon, particularly the claim that the post-World War II “long peace” represents some kind of paradigm shift away from war and conflict. This lays the stage for Chapter Eight, which discusses how the progress narrative has been embraced by some of the most extreme ideologies of the moment, namely libertarianism, the “New Right”, and also has a parallel with futurist ideologies of the transhumanists and neo-reactionaries.

Chapter Nine ends with the promise of what we could achieve if we adopted progressive ideas like employee-ownership, universal basic income, and participatory democracy, which contrary to what their critics claim, are far less disruptive and would bring about the kind of progress that we should be aiming for: one that maximizes not just individual freedom and material prosperity, but also social cohesion and global justice and does so in ways that do not endanger our planet’s future. A final Epilogue section wraps up the book’s ideas in the context of the threats that we confront if we take the progress narrative at face value and do not question the foundational dogmas that it defends.

Although this book is likely to find its most sympathetic reception from progressive leftist readers, it is not written to preach to the choir but rather to make centrist and right-leaning supporters of the progress narrative sufficiently uncomfortable as to begin questioning it too. Even so, some of the arguments made in this book might strike many readers on both sides of the spectrum as controversial, such as the criticism of liberalism which is as close as one can come to an unchallenged political-philosophical ideology in the modern world.

But this is not a needless provocation, unnecessary to the broader argument against New Optimism. As we shall see, the progress narrative is intrinsically tied to a distinctly liberal view of post-Enlightenment history and the role of liberal institutions and values within this history. The most extreme manifestation of this, explained in greater detail in Chapter One, is the claim (rarely stated openly yet nonetheless implicit) that liberal democracy and capitalism represent the “end of history” and that the ideas that brought us to where we are today will necessarily take us to the best possible future. With liberalism increasingly unable to provide satisfactory solutions to most of the world’s most critical problems, such as ideological radicalization, economic inequality, global injustice, and the climate crisis, any objection to the status quo defense of New Optimism has to also question whether liberalism’s hegemonic status should remain unquestioned.

As a final warning, it may appear at times that this book deals too much with the personalities behind New Optimism rather than merely their ideas. As much as I would have preferred to focus exclusively on the latter, New Optimism does not exist in an ideological vacuum. It is very much a politicized movement — and a dishonest one in that it refuses to appear as such. But unlike the New Optimists, I make no claim to being an unbiased spectator of human progress and the ideas and policies that we need to adopt in order to move forward. Many of these come from the left, often the “radical” left, though their putative radicalism is more reflective of how markedly the Overton window of our political discourse has shifted to the right — just a few decades earlier they would have been far less controversial.

I merely ask that any centrist or conservative readers listen to these proposals with an open mind, and be intellectually honest enough to accept the evidence in their favor, just as they’ve been compelled to accept the claims of the New Optimists that they find naturally appealing. Limiting this book merely to the criticism of a particular progress narrative, after all, would be a missed opportunity to present an argued case that we can actually build a better future with different ideological foundations. Pessimism does not have to lead to nihilism. We cannot give up the hope that the gap between what humanity has achieved and what it can achieve can be narrowed.

To my knowledge, this is the first book (in English at least) that directly challenges the progress narrative that is being promoted by this twenty-first-century generation of intellectual optimists across the fullest range of their claims. I truly hope that it is not the last, and that experts in the fields where I am more humbly treading can fire more powerful broadsides than I have attempted. One concession that I will make to New Optimism is that it has helped shift the intellectual discussion over human progress into the realm of policy analysis which, in the longer run, is arguably more useful than keeping it a monopoly of philosophers and social critics.

But herein also lies the threat of its misuse if the drivers of human progress are misidentified. Unlike Lasch, I do not think that our misguided faith in human progress is sufficiently self-evident. Or that, even if it were, such faith can be debunked through anything less than a frontal assault on the “irrefutable” facts that serve as concrete pillars for the progress narrative’s otherwise shaky philosophical foundations. It is up to the reader to decide whether I have ultimately succeeded in this task.


PART I:

OPTIMISM AND ITS DISCONTENTS


CHAPTER ONE: MAD WORLD

The Shackleton Question

On August 8th, 1914, just days after the outbreak of the first great tragedy of the most tragic of centuries — World War I — the legendary Anglo-Irish explorer Sir Ernest Shackleton began what is considered the last great voyage of Antarctic exploration. Known as the Imperial Trans-Antarctic Expedition, this was the first attempt to cross the Antarctic land mass from one end to the other. Like many feats of human ambition, this daring but perilous endeavor had some elements of wounded pride: two years earlier, in 1912, Shackleton had been beaten by Norwegian explorer Roald Amundsen in the race to be the first human being to reach the South Pole.

Unfortunately for Shackleton, however, the 1914 mission quickly turned into disaster. His ship, the Endurance, became caught in pack ice in early 1915 just before reaching the Antarctic shore and slowly drifted back north for months, where it was ultimately crushed. Shackleton and some of his men then undertook what became the expedition’s most celebrated accomplishment, a treacherous sixteen-day, 1,500 km voyage on a tiny lifeboat, the James Caird, to reach the South Georgia islands. The date was May 20th, 1916. After crossing the island’s mountains to reach a Norwegian whaling station, Shackleton asked the station manager the obvious question from someone shut of out contact with the world for almost two years:


“Tell me, when was the war over?” I asked.

“The war is not over,” he answered. “Millions are being killed.

Europe is mad. The world is mad.”1



At that very moment, the Battle of Verdun — World War I’s longest — was in its fourth month, with six more months to go before the guns went silent on that part of the front. Just a few weeks later, the Battle of the Somme would begin, resulting in the death of 20,000 British and Commonwealth soldiers in the first twenty-four hours alone. What began as a war that would “end by Christmas” would claim over fifteen million lives and leave Europe with a physical and moral trauma that troubles its collective conscience to this day.

It is perhaps the futility of the war that makes the trauma run so deep, as well as the loss of innocence for a generation raised on the idea of enlightened progress and scientific advancement. “The Victorian Age, for all its humbug, was a period of rapid progress, because men were dominated by hope rather than fear”,2 wrote Bertrand Russell, albeit retrospectively and possibly romanticizing an era where the clouds of war were ever-present. It was — to borrow Dickens’ classic opening line — the best of times and the worst of times, and the industrial-scale slaughter in the trenches of Northern France and Flanders became the perfect synthesis of how humankind’s material achievement could turn against itself in the most horrifying way.

No less frightening was the sacrifice of the enlightened values of dignity and liberty to feed the insatiable appetite of nationalism. That kings and despots could send their subjects to die in vain ought not have come as a surprise; that the liberal democracies of Western Europe did the same in 1914–18 was, however, a cynical violation of the Kantian notion of human life being valued “above all price”.3 More so, that the supposedly civilized peoples of white, Christian Europe manifested a bloodlust which rivalled that of any brutish tyrant only added to the disgrace, although only once the smoke cleared. Winston Churchill, as much of a warmonger as any of his contemporaries, soberly reevaluated the war a few years later:


The Great War differed from all ancient wars in the immense power of the combatants and their fearful agencies of destruction, and from all modern wars in the utter ruthlessness with which it was fought. … Europe and large parts of Asia and Africa became one vast battlefield on which after years of struggle not armies but nations broke and ran. When all was over, Torture and Cannibalism were the only two expedients that the civilized, scientific, Christian States had been able to deny themselves: and they were of doubtful utility.4



The Shackleton question is worth asking again. If, for whatever reason, you lost contact with the world for a prolonged period of time — say, half a century — would our world be significantly better in the ways you may have expected it to? Perhaps it is an unfair question. Unlike Russell’s Victorians, we do not live in an age where hope rather than fear reigns supreme. But you could reasonably ask whether in half a century’s time, extreme poverty and malnutrition will have been eradicated or climate change reversed. Or whether the distribution of income and wealth in the West will have returned to levels more conducive to social cohesion. Or if the rights of women and minorities have been firmly established, and whether differences in the distribution of opportunities and rewards among people was based on their differences of character or aptitude rather than their gender or skin color.

None of these issues involve faith in forces outside humankind’s control. Still, I suspect that most people will have reservations regarding whether any of these questions will be resolved satisfactorily. This should be the first hint that our self-assessment as a species is bleaker than we are comfortable to admit. And what of a far more sinister alternative: that, just as World War I exceeded in duration and savagery anything in Shackleton’s imagination (and that an even more destructive war followed two decades later), today’s most nightmarish scenarios about the future may prove to be not only true, but exceeded.

Fooled by Optimism

The unbridled optimism of the Victorians died a slow death in the fields of Flanders and the gas chambers of Auschwitz, and any lingering spirit dissipated at a time when the specter of nuclear holocaust haunted mankind instead. But it made a comeback after the fall of the Berlin Wall in 1989 and the swift implosion of the Soviet Union and the communist bloc over the next two years. Nothing exemplified the supreme victory of Western ideals in almost all spheres of life better than US political scientist Francis Fukuyama’s seminal 1989 essay “The End of History”, best known for its bold forecast about the future of humanity:


What we may be witnessing is not just the end of the Cold War, or the passing of a particular period of post-war history, but the end of history as such … That is, the end point of mankind’s ideological evolution and the universalization of Western liberal democracy as the final form of human government.5



It is certainly true that doomsday predictions like Malthusian overpopulation and Y2K have a terrible track record. But unfortunately for Fukuyama, so do utopian ones. Relief over the collapse of Moscow’s “Evil Empire” soon gave way to concerns over Washington’s new Pax Americana and the unchallenged geopolitical might of the world’s sole remaining superpower. Even as the threat of nuclear war receded, the proliferation of rogue states, regional conflicts, and other menaces to global security like terrorism didn’t lend much weight to the argument that the world was now a safer place. And though most people would agree that liberal capitalism was an immensely superior alternative to the centrally-planned, command economies of the Soviet bloc, cracks in the system’s armor were by now all too apparent: the increasing volatility of globally-interconnected capital markets, the failure of “shock therapy” and structural adjustment programs in the developing world, and rising inequality and corporate power in the West itself gave the sense that despite a growing economic pie, millions of people were still being served a smaller slice than they deserved.

The beginning of the twenty-first century seemingly confirmed the pessimists’ worst fears. Between the sight of airliners crashing into the World Trade Center, the US’s disastrous attempts at “nation-building” in the Middle East that followed on from the attacks, and the 2008 global financial crisis, it has become patently clear that we are still far from anything resembling the end of history. Or that even if we were to reach such an end, there is no reason to expect that it would (or should) necessarily follow Western liberal ideals or the template of Western progress.

There is no better evidence for this than the accelerating rise of right-wing populism in the US and Europe as a violent reaction not just to the economic hardship triggered by the crisis but also the social changes brought about by liberal democracy’s progressive undercurrents. Most frightening is the fact that liberal democracy itself offers no counterweight to these dystopian forces and if anything enables them: illiberal regimes can come to power with the legitimacy afforded by the popular vote, legislation can topple citizens’ rights faster than it took to enact them, and free speech can enable the hatemongering that erodes civil discourse, so necessary for a pluralistic democracy to thrive. It is still too early to assume that this modern wave of illiberal forces spells the death knell for liberal democracy as we know it. But we cannot take for granted that it will necessarily fend off these current challenges the way it did against fascism or communism.

But despite this, optimism has made a rather surprising comeback in the twenty-first century. A number of prominent thinkers have made the case in recent years that we live in the best of times, and that it is only our tendency to focus on humanity’s most deplorable actions which keeps us from accepting that we live in an era of unprecedented prosperity and freedom — especially freedom from violence. Throughout the world, most countries are now governed as democracies (although not always liberal ones). In the West, war between the great powers is an almost unthinkable concept and most people can walk the streets of their cities at any time without fear of being murdered. Even in the developing world, hundreds of thousands if not millions of people every year gain amenities like sanitation, running water, or electricity, that previous generations lacked. Most people now born in these countries will live to adulthood rather than die of disease as children.

The argument given by these “New Optimists”, as they have been collectively branded, is that our good life has allowed us to take for granted the things that we now have the nerve to challenge, but only by looking back into history can we realize just how much we have progressed. As for the future, it is not nearly as grim as we fear. Whether it’s faith in science, or free markets, or liberal democracy, humanity will move forward in an enlightened, humanistic direction. Not without some bumps on the road, but inevitably so nonetheless.

And yet for many people, the idea that we are living in the best of times strikes a dissonant note with their experience. Regardless of the seemingly overwhelming factual evidence that we are living better than ever before, there is still a sense that we may not be living in the best of all possible worlds. That things could be better. Much better. And that there is nothing inevitable about why we arrived where we are. Moreover, there is a sense that the political and economic forces that have defined our present may not be the most ideal to carry us into the future.

Even a staunch optimist will have to reluctantly admit that many of the institutions that dominate our political, economic, and social lives are, well, dated. There hasn’t been, for example, any revolutionary structural change in the modern capitalist firm since the introduction of limited liability in the mid-nineteenth century and the establishment of company boards to represent shareholder interests in the early twentieth century. The US still operates according to the spirit of a constitution written in 1783, one which millions of people (mainly conservatives and libertarians) continue to see as somehow sacred and de-contextualized of its historical origins. The ongoing controversy over the 2nd Amendment is a case in point. It made sense in its time when muzzle-loaded guns could not be used for mass murder but when a musket-armed militia could stop a regular army in its tracks. It makes no sense in an age when a semi-automatic rifle can cause a massacre in a school or mall but do little against a modern mechanized army.

To assume, therefore, that the institutions that have brought us to where we are today will be suitable engines (with only a few tweaks at the margins) for a prosperous future is a fallacy. Thankfully there is no shortage of thinkers and movements questioning whether, say, capitalism will avoid the social upheaval of mass unemployment caused by automation, or whether liberalism can survive in the age of social media-driven radicalization. That artificial intelligence is now up there with nuclear extinction and climate change in the ranks of existential risks to the human species means at least some people (mostly scientists and public intellectuals — sadly not so many politicians) are taking these issues seriously. But tackling these issues in isolation risks missing the ulterior point. What kind of progress do we really want for humanity?

The Right Kind of Progress

Before asking ourselves what kind of progress we really want, it is necessary to define what we mean by progress. It does not help that there is nothing resembling a consensus. For most people, and especially Westerners, the version of progress that comes to mind is inherently materialistic and liberal; progress as an improvement in material well-being and individual freedom, the latter of which allows human beings to seek well-being in non-material realms. The material element of this version of progress is particularly easy to envisage since wealth and technology have been visibly improving and can demonstrably lead to human beings living longer, healthier, and more prosperous lives. The liberal element is also particularly appealing since it starts from the notion that human beings are creatures bestowed with certain inalienable rights whose well-being is maximized to the degree that their individual freedom is too.

It follows that the best system of government is one in which the state, whose leaders are elected democratically, does not interfere with the ability of free people to live their lives as they choose. We can debate the specifics of just how prominent a role the state has to play in society and the economy; or whether we should expand our definition of fundamental rights to include, say, cultural, social, environmental or even animal rights; or whether democracy should be direct or representative. But the fact remains that individuals are the protagonists of the liberal project. Progress is therefore individualist at its core. A society has progressed when its individuals are freer and richer, and to the degree that we are led to compare ourselves to pre-enlightenment times, this view of progress is unquestionably real.

In contrast, philosophers tend to describe progress along the lines of an improvement in the human condition — that is, the essential components of human existence — throughout history. This is certainly a broader definition but rather vague in terms of how it relates to most peoples’ experience. On the positive side, there is no assumption of linearity; the human condition may be improving in a long enough timespan, but this does not mean it cannot have some horrifying setbacks. After World War II, German-Jewish philosopher Theodor Adorno criticized the presumed linearity of progress by pointing out that “millions of Jews have been murdered, and this is to be seen as the interlude and not the catastrophe itself”.6

More recently, the British philosopher John Gray has also viciously attacked the linear view of political progress (though not technological progress), arguing that institutions only contain but do not eradicate the most barbarous characteristics of human nature.7 Venezuela, the country in which I was (accidentally) born, went from being one of the most prosperous countries in Latin America to the region’s most spectacular case of economic collapse in just a few years, due to the disastrous decisions taken by only a handful of people in the Chavez and Maduro governments. The speed at which Hitler dismantled the Weimar Republic (barely two months), or the rapidity with which Rwandan Hutus and Bosnian Serbs were quickly primed into committing genocide against neighbors with whom they had lived peacefully for decades is chilling evidence of how the better angels of our nature can give way to our inner demons. Often in just a matter of days.

Regardless of whether the improvement is material or existential, the underlying assumption of most classic theories of progress is that it leads to some ideal state. Perhaps the most well-known of such theories is that of the German nineteenth-century idealist philosopher Georg Wilhelm Friedrich Hegel. Hegel saw the arc of human history as leading towards the realization of what he called the Idea of Spirit (Geist in the original German), a teleological end-state of human existence driven by a process in which the unconscious aims of peoples eventually become conscious.

Hegel, an admirer of Napoleon, saw an important role in the progress of what he called “world historical individuals”, great leaders and thinkers who pushed humanity closer to the realization of Spirit. Even if the means involved war and destruction, this was desirable insofar as it resulted in superior ideas imposing themselves over others; his view of history as a “slaughter-bench” suggests that even the greatest human tragedies must be placed in the context of their purpose to long run human advancement.8 Despite Hegel’s frequent illiberal leanings, this meant a society based on individual freedom as much as social cohesion. Karl Marx would later refashion Hegel’s view of progress on a materialist basis rooted in class struggle, in which technological change would transform the productive forces of society in such a way as to make capitalism unsustainable and replaced by communism.

Contrary to Hegel and Marx, modern views of progress appear to shun this idea of an end-state, instead seeing progress as a process of cumulative (and seemingly infinite) prosperity and well-being. This is far more akin to what is known as the Whig interpretation of history, popular in the eighteenth and nineteenth centuries and which saw progress as an inevitable march towards greater freedom and enlightenment. Whig history lost much of its respectability after World War I (for obvious reasons) although it’s not hard to see the parallels with New Optimism today. But what Hegelian, Marxist, and Whiggish views of progress had in common is that they all remain linear. Progress eventually comes despite horrific setbacks.

Rejecting a linear view of progress also avoids the problem that, for much of human history, material progress has been so slow as to be practically imperceptible from an intra-generational perspective. It was only until the scientific advances of the seventeenth and eighteenth centuries produced an industrial revolution that such progress could be visible within one’s lifetime, although even then there were exceptions: economists refer to the first half of the nineteenth century as “Engels’ Pause”, a period in which wages in Britain stagnated and living conditions worsened despite industrialization.9 A person born in Britain in 1800 when life expectancy was forty years would have seen no progress in living conditions even though the country became materially richer (as will be repeated on numerous occasions in this book: inequality matters). And as Chapter Three will show, a current generation of young Westerners may also suffer from stagnation, if not regress.

But if these have been the exceptions rather than the rules, for pre-industrial societies it was the opposite. It was far more common to suffer calamities throughout one’s lifetime, such as pandemics or foreign invasions that considerably detracted from people’s quality of life if you were lucky enough to survive them. Progress was, in a sense, a bet for the future that you would never cash in. Perhaps not even your grandchildren either. There is also an existential question behind intra-generational progress: Does it matter in any practical or psychological way to simply know that you are healthier and wealthier than people born before your time or born in a part of the world less developed than yours? Hardly. And if progress is only linear in the longer run, how far back should our basis of comparison be?

Finally, can we truly speak about “human progress” when humanity has rarely agreed on what kind of progress is best for everyone, nor pursued it collectively? The main organization of human society in the last five hundred years has been the nation-state, and progress has mainly been a function of each nation-state pursuing its own interests, usually at the expense of others. The conquest of indigenous societies in the Americas or Australasia is a good example. Yes, millions of descendants of Aztecs, Incas, and Aborigines still populate their homelands, and by the standards of material progress they are better off in nearly every respect than when they were conquered by Europeans.

But it takes a huge lapse of moral judgment (let alone empathy) to say that imposing foreign “civilizing” values at the expense of their self-determination and self-rule must necessarily be interpreted by the recipients as “progress”, especially since many of those people now live as de facto second-class citizens in their own homelands. Would they have rejected this liberal version of progress had they been given the choice? Probably. Even liberal societies frequently choose similarly: just ask any Brexit voter who chose to “take back control” from the EU in spite of the impact this would have on their material well-being. Ultimately, progress as we have come to know it has elements of a zero-sum game. And for most people, the primacy of their social experiences, whether tribal, national, or even pan-national (usually under the banner of religion or race), has trumped the individualist and humanist ones.

In recent decades, the progress narrative has gained some extra dimensions. Since the development of nuclear weapons, the possibility that technological progress could lead to the extinction of the human race or at least lead to destruction on a scale that would take centuries to recover from (if at all) has made us question whether it is necessarily beneficial in all cases. Or as writer Aldous Huxley put it, “technological progress has merely provided us with more efficient means for going backwards”.10 The fact that material well-being comes at the cost of environmental destruction is yet another conundrum. We still function under the dogma that economic growth is good, but if we are to accept that a world of eight to nine billion people aspiring to Western levels of prosperity and consumption is unsustainable, then we need to ask some hard questions. Ones that put into serious doubt whether the liberal view of progress has a viable future: either the West finds a way to keep the rest of the world poorer, or it accepts a more equal distribution of global wealth at its own expense.

With this in mind, it is necessary to arrive at a definition of progress that is more suitable for the needs of humanity in the twenty-first century. One that does not assume that economic growth can be infinite, that all technologies serve the common good, that there is no tradeoff between individual and social expectations. This “right kind of progress” would look something like this:


Progress is the historical development of increasingly effective norms and institutions that harmonize individual well-being with social cohesion, mitigate conflict, and achieve all of this with minimum harm to other societies or the environment.



A normative corollary to this definition is also necessary:


Progress is only real when we minimize the gap between what we can reasonably achieve and what we’ve actually achieved.



As will be seen in Chapter Three the world is less poor than a century ago, and yet our capability to eradicate poverty has never been greater. Western problems such as the housing crisis are indicative of this growing gap between what governments could capably do to promote the well-being of their citizens, and what they purposely tie their own hands to avoid resolving. We may not know with exact certainty what we can reasonably achieve — this is a hypothetical after all — but we can definitely sense when we’re not doing enough. For example, we cannot blame ourselves for not developing the cure for cancer (if such a thing exists) but we should be asking why existing cancer treatments aren’t more widely available globally or why the socioeconomic gap in cancer deaths is rising in countries like the US.11

Readers may be surprised to note that many of the elements we normally associate with progress are absent here. There is no mention of material well-being or technology, since we often aren’t sure whether these contribute to or detract from progress. Social media is a case in point since possibly no other technology in recent memory has fallen from grace so quickly. Just a few years ago it was hailed for bringing friends together, allowing people’s views and opinions to be seen by a global audience, and toppling Middle Eastern dictatorships during the Arab Spring. However, now it is more notorious for its negative impact on mental health, spreading fake news and conspiracy theories, and helping increase the appeal of right-wing populists in the US and Europe.

Instead, this definition of progress places its emphasis on the normative and institutional aspects of progress. Institutions, after all, define the rules of the game by which societies and organizations function. It can be argued that institutions are not created spontaneously at the whim of enlightened statespersons or bureaucrats but are shaped by culture, technology, and historical events. This is certainly true, but the relationship is reciprocal. Indeed, the best preventive measure against chaos and violence is to have institutions that are ahead of their time in resolving the inevitable tensions within a society before they spiral out of control. And as the current assault on democracy from far-right populism shows, even the most well-designed institution will struggle to survive the onslaught of an erosion of the norms that kept it in place. To put it simply, political culture makes and breaks institutions.

The Glass Half-Empty or Half-Full?

“Restlessness is discontent — and discontent is the first necessity of progress. Show me a thoroughly satisfied man — and I will show you a failure.”

— Thomas Edison

The title of this book draws on a well-known idiom used to illustrate the duality between optimism and pessimism. But what is of greater interest are the questions that naturally follow once you decide whether the glass is full or empty. If you believe that the glass is half full then there is really not much to complain about. Many people see this as an example of a life satisfied with less, of having the right attitude in the face of adversity or scarcity. Countless self-help books expound the advantages of this type of positive thinking and, for many people, this relentless pursuit of optimism — even when reality suggests otherwise — is practically a religion. By and large, the glass half full is the status quo position.

In contrast, seeing the glass half empty is the only way to ask the hard questions. Why is the glass not full? Who took half the water and were they justified in doing so? And perhaps the most important one: Am I right to demand that the glass be fuller? In an age where optimism takes on almost cultish undertones in countries like the US and within organizations like the modern corporation, seeing the glass half empty is nothing short of blasphemy. The sanctimonious tone of the New Optimists takes this one step further. If you reject the obvious historical and scientific evidence of human progress, you are irrational. Even stupid. You wouldn’t be complaining if you knew how small the glass was the past.

And yet there are very real reasons to suggest that our dissatisfaction with progress is precisely because we’re too afraid to see the glass half empty. The perennially optimistic Canadian psychologist Steven Pinker writes that “as we care about more of humanity, we’re apt to mistake the harms around us for signs of how low the world has sunk rather than how high our standards have risen”.12 If we are to compare ourselves to a past we can only imagine, we might as well go one step further by wondering why we haven’t reached a better present. Ultimately, it is my view that humanity’s success should be judged not by how far it has progressed, but by how far it could (and should) have by now.

And while it is true that we will never know the counterfactuals of history with any degree of certainty, it does not follow from this that we can only assume to have done the best we could with the resources and knowledge at hand. For this implies that every atrocious thing that humankind has done throughout history was unavoidable; merely the growing pains of our species. It is not unreasonable to think that we could have avoided many wars, could have provided more prosperity for more people, and could be on the way to making the threat of climate change a thing of the past. And so rather than adhere to the mass delusion that a glorious future for our species is assured, perhaps some pessimistic thinking is in order.


CHAPTER TWO: GETTING BETTER

The Happy Pill

“I have always said, heard, that it would not be strange that there had been civilization on Mars, but maybe capitalism arrived there, imperialism arrived and finished off the planet.”

— Hugo Chavez

In the morning of July 15th, 2016, lines began forming on the Simon Bolivar international bridge between Colombia and Venezuela. The Venezuelan government of Nicolás Maduro had allowed the border to be opened for a brief forty-eight-hour window so that Venezuelans could cross to the other side and buy badly needed food, medicines, and other basic household items. Venezuela’s economic crisis, triggered by the slump in global oil prices in 2014, had resulted in a scarcity of basic goods hitherto unseen in a country that once had one of Latin America’s highest standards of living.

Unfortunately, the curse of oil wealth and consequent overreliance on a single export (which economists call the “Dutch disease”) had taken its toll on the country’s productive sector and made it scarily dependent on imports of simple items like toilet paper, sanitary pads and toothpaste. Without the foreign currency obtained from oil exports, supermarket and pharmacy shelves lay bare while the government responded by tightening its grip on the economy which only made matters worse. In the two days that the border was open, as many as 150,000 Venezuelans crossed to the other side, often with tears of joy as Colombian guards ushered them across: as one woman confessed, “in my country the police aim at me, in Colombia they greet me”.1 But that was just a trickle. It is estimated that by 2019, four million Venezuelans had left their country, one of the greatest outflows of people seen in recent years and comparable to the situation in conflict zones like Syria.2

Venezuela’s implosion has been catastrophic, even by the standards of a region that for many decades was known for its coup d’etats, civil wars, and economic crises. In the few years since the oil price slump, the economy has seen virtually all of its growth during the boom years wiped out. Venezuela’s poor and working classes, the main beneficiaries of Hugo Chavez-era largesse and redistribution, are now arguably worse off than when he came to power in 1999. The fear that the Maduro regime would descend into full authoritarianism also proved all too true after he sidelined the opposition-controlled legislature in order to virtually rule by decree, cancelled a recall vote in 2016, and then disqualified most opposition candidates from running in the sham May 2018 election where he won by a landslide.

Even assuming that Maduro is removed, restoring proper democratic functioning and reversing all the economic distortions from two decades of Chavismo will not be easy or quick. The crisis essentially condemned an entire generation of Venezuelans — rich, middle class, and poor — to a setback in living standards rarely seen in countries that aren’t at war. But his shouldn’t matter, should it? After all, most Venezuelans today live longer and healthier lives, and have higher incomes than in 1960, the starting year of the World Bank’s World Development Indicators. Perhaps only violence, which has skyrocketed in line with the economic crisis, is worse now than at any point before in Venezuelan history. A cursory glance at many of these development indicators show that Venezuelans today aren’t just better off than they were two generations ago, but considerably so, as Table 2.1 shows.

Table 2.1: Progress, Venezuelan style

[image: image]

To paraphrase one of Pinker’s punchiest lines, [Venezuela] has made spectacular progress in [nearly] every single measure of human well–being. And almost no one knows about it.3 Even without erasing this post-2014 blip from history, Venezuela’s narrative over the last half century is one of uninterrupted improvement in almost every socio-economic development indicator, not without some ups and downs, but unequivocally “progress” all the same. And for those tempted to discount the recent crisis as being the result of the illiberal, unenlightened rule by the Chavista regime, they must also concede that this same regime was responsible for the most spectacular improvement in GDP growth and poverty reduction in Venezuela’s history, as can be seen in Figure 2.1.

During the boom years of 2004–13, Venezuela was one of the fastest growing economies not just in Latin America, but in the entire world.4 Despite having obvious clientelistic aims behind them, Chavez’s use of state-directed and community-organized “missions” for the poor did more to help the oil wealth trickle down than any of the laissez-faire governments that preceded him. This also partly explains why the country’s conservative opposition has found it so hard to rally popular support; Venezuelans haven’t forgotten how the pre-Chavez neoliberal regimes stood more for the interests of foreign investors and the country’s mostly-white, jet-setting elite rather than the poor. A story that largely explains the victory of every left-wing government in the region in recent history.

Figure 2.1: A minor bump in the road of Venezuelan progress?
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Notes: Despite the calamitous decline in GDP per capita after 2014, can a Venezuelan today not brag that they are so much better off than their grandparents and great-grandparents? If you feel this is a ludicrous comparison (which it is), so is the progress narrative. Historical events of note include the 1958 Puntofijo Pact which established a de facto two-party system, the 1973 oil crisis which resulted in a surge in Venezuelan oil exports due to the Arab states’ oil embargo, the 1980 oil glut which saw a collapse in oil prices, and the end of the two-party system with Chavez’s 1999 electoral win. Source: Maddison Project Database

Of course, telling Venezuelans that they should be grateful for the fact that they are better off today than their grandparents is of little consolation given the country’s dire circumstances. It would even be insulting. After all, who has the authority to decide whether our basis of comparison should be the Venezuela of 2013 or 1913? Notwithstanding the New Optimist tendency for cherry-picking dates of comparison, by their own logic we could argue that Venezeulan’s current situation is only a step back after many steps forward over the last few decades.

Worse still is that thinking otherwise is not just wrong, but irrational. Before getting into the grittier details of whether the progress narrative is factually and argumentatively sound, the argument that optimism is the “rational” choice must be thoroughly debunked. For starters, there needs to be a distinction made between rationality and another term that is often used interchangeably with it: reason. This can be confusing at first, since the two terms are nearly identical from an etymological perspective. In many disciplines, including economics and psychology, rationality broadly refers to utility-maximizing behavior. People are said to be irrational when they behave in ways that would appear inconsistent with logical or factual decision-making, relying instead on intuitive or emotional impulses, or other forms of motivated reasoning. Put in the simplest dichotomy: Facts good. Feelings bad.

Reason, however, is a far more complex epistemological process, of which rationality is just one of many components. Take, for example, the famous “trolley problem” in philosophy, which in its original conception goes something like this: Imagine that you are on a street and you see a trolley which has lost control of its breaks. It is hurtling down at such speed that it will inevitably kill five pedestrians who are crossing the tracks. However, in front of you is a lever which will divert the trolley into a second set of tracks where only one pedestrian is crossing, but who will also be killed. Do you pull the lever? As is obvious, there is no “rational” solution to this problem because even if you take it that saving a net four lives is better, you are directly complicit in the killing of a human being if you choose to pull the lever, whereas you are free from blame if you choose to leave the lever in place (after all, you didn’t cause the trolley’s brakes to fail).

Reason, as the Enlightenment thinkers would have it, was not so much about formulating purely scientific or utility-maximizing analyses as Pinker seems to think, but concerned itself with weighing arguments to see which one is the more reasonable. Philosopher W. M. Sibley explained this in a 1953 essay, arguing why reasonableness is a higher order than rationality:


But in a situation to which moral judgements are pertinent, if I desire that my conduct shall be deemed reasonable by someone taking the standpoint of moral judgment, I must exhibit something more than mere rationality or intelligence. To be reasonable here is to see the matter — as we commonly put it — from the other persons’ point of view, to discover how each will be affected by the possible alternative actions; and, moreover, not merely to “see” this (for any merely prudent person would do as much) but also to be prepared to be disinterestedly influenced in reaching a decision, by the estimate of these possible results. I must justify my conduct in terms of some principle capable of being appealed to by all parties concerned, some principle from which we can reason in common.5



To see how the New Optimists misuse these two terms, take this strawman argument from Pinker, which seemingly attempts to draw a distinction but ends up confusing them:


Many writers today confuse the Enlightenment endorsement of reason with the implausible claim that humans are perfectly rational agents. Nothing could be further from historical reality. Thinkers such as Kant, Baruch Spinoza, Thomas Hobbes, David Hume and Adam Smith were inquisitive psychologists and all too aware of our irrational passions and foibles. They insisted that it was only by calling out the common sources of folly that we could hope to overcome them. The deliberate application of reason was necessary precisely because our common habits of thought are not particularly reasonable.6



The implication here is not that human beings are perfectly rational, but that they can aspire to be. This still falsely equates reason with being more rational. It is not clear that the great Enlightenment thinkers were arguing along these same lines. When Scottish philosopher David Hume provocatively stated that “tis not contrary to reason [by this meaning rationality] to prefer the destruction of the whole world to the scratching of my finger”,7 he is saying that in purely utilitarian terms, it is possible to prefer a painless alternative (the end of the world) to a painful one (a scratched finger). But this is only a rational choice, not a reasonable one. Only somebody with omnicidal tendencies would feel compelled to do such a thing.

Pinker may exalt his Enlightenment heroes with a zeal typically reserved for religious icons, but Hans Rosling, the late Swedish physician-turned-TED Talk star, took the supposedly unobjectionable rationality of optimism to the level of self-help. It’s not enough that facts are good and feelings bad, but that facts are so good that they become feelings themselves. In Factfulness, he appears oblivious to why his corporate audience would feel so giddy at the news that the world is so much better than people think:


The basic facts about the world’s progress are so little known that I get invited to talk about them at conferences and corporate meetings all over the world. They sometimes call my lectures “inspirational”, and many people say they also have a comforting effect. That was never my intention. But it’s logical. What I show is mostly just official UN data. As long as people have a worldview that is so much more negative than reality, pure statistics can make them feel more positive. It is comforting, as well as inspiring, to learn that the world is much better than you think. A new kind of happy pill, completely free online!8



The rest of this chapter will attempt to show that the rationality argument in favor of the progress narrative is moot. Both optimism and pessimism have rational and irrational elements, which render the dichotomous arguments superfluous to the more important duty of debunking the narrative directly. No happy pills required.

The Irrational Pessimist

There is much truth to the notion that pessimism can be irrational, even highly so. Everyone can agree that bad news outsells good news, even if the good news is not just good but utterly fantastic. Oxford economist Max Roser, another of the New Optimists, points out correctly that any newspaper could have run with the following headline for the last twenty-five years: “The Number of People in Extreme Poverty Fell by 137,000 since Yesterday”.9 It is hard to imagine anything short of war or mass murder that would offset the idea of a hundred thousand people no longer living in squalor and having their basic needs in life now met.

Newspapers also tend to trigger another phenomenon, which Roser calls “local optimism and national pessimism”,10 and which has extensive empirical support. Essentially, people in most countries tend to have more pessimistic sentiments about issues that are assessed on a national level, compared to their own neighborhoods or towns. A classic response to sentiment on crime therefore goes something like the country is turning into a crime-ridden hellhole … but my neighborhood is pretty safe, the absurdity being that the average of all local sentiments tends to be more optimistic than the average of all national ones when they should be roughly equal. But people’s source of information tends to differ considerably. As the UK’s national statistical agency (the ONS) explained in its 2016 annual crime perceptions report:


It is perhaps not surprising that people are more accurate in their perceptions of local crime than they are about crime that occurs outside of their local area, since they are more likely to have direct knowledge of local events. … When people formed opinions about crime in their local area, they were more reliant on their own experiences or the experiences of people in their communities. However, when people formed perceptions of crime across the whole country their main source of information was the media.11



Newspapers feed pessimism by triggering our availability heuristic, a well-studied mental shortcut or rule of thumb that makes people prone to irrationality by forcing them to recall a few immediate examples of any event. This makes them wrongly believe that such events are more widespread than they are. For example, the media typically reports airplane crashes, shark attacks, and mass shootings as front page events, which results in people remembering them in complete disproportion to the odds of their actually being involved in one. Consequently, people tend to fear airplanes more than cars despite the former being considerably safer, they fear sharks more than mosquitos despite the latter causing thousands of human deaths each year, and they think assault rifles like AR-15s used in mass shootings are a bigger problem than simple handguns, which actually kill far more people every year in the US (though of course, this does not justify civilians carrying assault guns in the first place).12

A plethora of cognitive biases also help nurture pessimism. The most prominent one is rosy retrospection, the tendency of people to look nostalgically at the past with unrealistically rose-tinted eyes. As the saying goes, time heals old wounds, and time tends to make people remember events of the past in a much more favorable light than how they actually did at the time. Psychologists often associate rosy retrospection with another phenomenon known as fading affect bias, whereby the emotional impact of negative life events tends to fade over time at a faster rate than those of positive life events. As a coping mechanism for the hardships of life, it is hard to understate the value of these biases; nobody that I know remains traumatized by late night university exam studying, yet many still fondly recollect late night university socializing as the best time of their lives. Even songs that were disliked when they came out seem pleasant years later because they remind us of that particular moment, though I must confess I still find Celine Dion’s Titanic song unbearable.

Rosy retrospection is strongly linked to a political phenomenon known as declinism; the irrational belief in a nation’s decline. Here in Britain, declinism is a veritable cottage industry, driven in no small part by the natural cynicism and self-deprecation of the British psyche, and fueled on a near daily basis by the country’s obnoxious right-wing tabloids which, sadly, are more widely read than any serious mainstream print publication.13 It is certainly true that few countries can lay claim to greater relative decline; one hundred and fifty years ago Britain ruled a quarter of the globe, had the world’s largest navy and merchant fleet, dominated global capital markets and trade, and was the world’s foremost manufacturing nation. Now it is merely a middle power, one increasingly confused about its role in the world and in Europe but which by the standards of material progress is still much better off than during its Victorian heyday: Britons live longer, healthier lives today than at the time of the Great Exhibition in 1849. It also must be added that Britain’s prosperity and wealth today is far less dependent on extracting resources and labor from other parts of the world at gunpoint.

Britain is not alone in falling victim to declinism. The French are also masters of the art, while the United States has recurrently used it as a political ploy, particularly in the 1950s and 1960s when it was falling behind the Soviet Union in areas such as the space and arms race, or the 1970s and 1980s when it feared that Japan was overtaking it economically. All of these fears proved unfounded. Today’s surge of “ethno-nationalism”, a thinly veiled euphemism for white supremacy, is also heavily cloaked in the spirit of Western declinism by painting white, “Judeo-Christian”, Western cultures as being victimized by the alien cultures of their minority populations (especially anything Muslim) and by decadent, progressive politicians who pander to the latter.

Pessimism is also expressed through ignorance. By and large, people are grossly uninformed about many basic facts about their environment and when they miss the mark, they typically err on the side of pessimism. Polling firm Ipsos MORI annually publishes the rather amusing Perils of Perception Index, which asks respondents in numerous countries their views on issues such as the murder rate or the number of terrorist attacks relative to the past, or the share of immigrant prisoners and teenage births.14 Countries tend to do particularly bad on issues that garner considerable media attention, which further highlights the massive impact of the availability heuristic on our political sentiments. For example, with anti-immigrant rhetoric at all-time highs it’s not surprising that Americans think immigrants compose a much larger share of the prison population: nearly a third according to the index. However, the number is just 5.2%. Likewise, large majorities of people in Turkey, the Philippines, India, and Colombia — some of the countries which have been most affected by domestic or international terrorism in the past couple of decades — all think terrorist deaths have increased or remained about the same since 9/11 when in fact they have declined, often considerably so.

Knowing this, it’s easy to understand why pessimism grounded in political ignorance is so easy to harness, particularly by populists and demagogues. Indeed, there’s hardly a populist movement that doesn’t base its rhetoric nearly entirely on a combination of political pessimism and declinism. Firebrand Tory MP Enoch Powell, who gave the infamous “Rivers of Blood” speech in 1968 warning of the dangers of immigration, would be shocked to see that British society has not collapsed half a century later as a result of the multiculturalism he feared. The food there, in fact, is now almost tolerable thanks to it.

Above-Average and in Control

“Optimism is the madness of thinking all is well when we are miserable.”

— Voltaire

If pessimism can be irrational, what can be said about optimism? If anything, the evidence appears to suggest that it is even more so. For starters, there’s even a bias named after it: the optimism bias. The optimism bias states that people tend to believe that the chances of their experiencing negative life events is lower than it actually is, while at the same time their chances of experiencing positive life events is higher than others. In the original study that demonstrated this bias, by psychologist Neil Weinstein in 1980, subjects were asked to rate the likelihood of experiencing a number of positive and negative events which ended up being strongly skewed towards optimism. However, even when presented with the results of their peers, subjects systematically claimed more optimistic results.15 In a 2011 study, neuroscientist Tali Sharot also revealed that although optimism appeared anchored in the face of more pessimistic evidence, if people were more initially pessimistic they would quickly readjust in the face of more positive evidence.16 People’s change in views is one-sided:


We found that when individuals received information that was worse than their estimate (for example, when someone estimated their probability of suffering from cancer as 10% and then learned that the average probability was 30%) they did not update their estimate much the second time around. However, if a person initially provided an estimate that was more pessimistic than the information they were subsequently given (for example, estimated their own probability of suffering from cancer at 40% and then learned that the average probability was 30%), they substantially updated their estimate to more closely match the average probability. Selectively updating beliefs in response to positive information produces optimism that is resistant to change.17



There are numerous factors that influence the strength of the optimism bias, such as whether we have experienced the event before (less frequent events are deemed less likely), whether we feel we are in control of the outcomes of our choices, or whether there is a distance between the people who in reality experience said events and ourselves. In other words, seeing on the news that a hurricane wiped out a small Caribbean island will make us probably think that such a fate is unlikely to befall us. We are more likely to be concerned or take precautions, however, if we had a family member on holiday on that island when the hurricane struck.

It is evident that the optimism bias also serves as a coping mechanism for life: If we can’t dream of success, why bother pursuing it? Imagine, for example, if we took to heart the statistic that half of all businesses fail in their first five years.18 Perhaps entrepreneurship would be limited to exceedingly risk-tolerant individuals, or those with deep enough pockets that they can bear the financial costs of bankruptcy from the start. Everyone who starts a business has to deceive themselves that they will be among the surviving half.

Imagine also living with the constant psychological burden of knowing the increasing odds of every disease that could kill us as we get older. It is estimated that one out of every two people in the UK born after 1960 will get cancer at some point,19 and that the older we are lucky enough to live the higher the likelihood becomes (living longer, after all, is the leading cause of rising cancer incidence). Let’s not even bother adding the lifetime risk of heart attack, stroke, and diabetes, among others. Finally, few newlyweds feel unnerved at the fact that almost half of all marriages in the US and UK end in divorce.20 Divorce happens to those other couples who didn’t choose their partners well. Until it happens to you.

Knowing this, however, it becomes obvious why the optimism bias is behind some of the most terrible decisions that we make such as underestimating health risks, overestimating lifetime income, and consequently under-saving for retirement, or managing projects disastrously. As a case in point of the latter, the UK government even has an “Optimism Bias Supplementary Guidance” document for its Green Book on policy and project appraisal.21

Optimism in project management also takes the form of the well-known planning fallacy, which states that people systematically underestimate the time needed to complete tasks, something that not just project managers are well aware of but also students doing their homework, PhD candidates writing their dissertations, and authors writing their manuscripts (guilty as charged). And no amount of “learning the hard way” seems to work: we are wired for optimism in nearly everything we do, and it’s worse when it comes to dealing with the negative events that we should be more worried about. Worse still is the fact that the optimism bias transcends nationality, gender, or ethnicity. Even some animals display it.22

Somewhat related to optimism bias is the illusion of control; the belief that you are more in control over a certain event than you really are. This phenomenon was first discussed by psychologist Ellen Langer in a seminal 1975 study,23 where participants undertook numerous activities that were largely determined by chance. Langer observed that people’s illusion of control was strongest when a “skill cue” was present, that is, something about the activity that lent itself to be associated with some degree of skill by the participant such as framing the activity as a choice, or competition, or involvement in decisions. For example, in one experiment, the subjects were given the choice to pick lottery tickets or have them assigned randomly, with the option of then being able to trade their tickets with others. Those who picked the tickets themselves were more reluctant to trade them. Langer ascribed the illusion of control to a very human-like need to control their environment:


Most social scientists agree that there is a motivation to master one’s environment, and a complete mastery would include the ability to “beat the odds”, that is, to control chance events. The more difficult a problem is, the more competent one feels in being able to solve it. The greatest satisfaction o feeling of competence would therefore result from being able to control the seemingly uncontrollable.



Finally, rounding out the trio of cognitive biases that promote optimism is illusory superiority, which is also known by a plethora of other names including the superiority bias, the above-average effect, and the Lake Wobegon Effect, in reference to the fictional Minnesota town of the Prairie Home Companion radio show where “all the women are strong, all the men are good looking, and all the children are above average”. This bias has it that people tend to overestimate their skills and qualities relative to other people, usually considerably so. Some studies show that up to nine out of ten people think they are above-average drivers,24 over two-thirds think they are better leaders,25 and a similar proportion think they are more intelligent than average.26

Perhaps most amusingly, people also suffer from what is known as a bias blind spot, where they feel less likely to fall for cognitive biases than they actually are. If up to now you have felt that all this discussion on pessimism and optimism biases applies to everyone but yourself, congratulations: you’ve just proved you’re no better than the rest. One also need not go to the Minnesota woodlands to find cases of above-average averages. Former UK education minister Michael Gove (who for reasons unknown has found himself in some cabinet position or another since) was famously lambasted for his misunderstanding of basic statistics while being grilled in Parliament in 2012 over his unrealistic school standards:


Chair: One is: if “good” requires pupil performance to exceed the national average, and if all schools must be good, how is this mathematically possible?

Michael Gove: By getting better all the time.

Chair: So it is possible, is it?

Michael Gove: It is possible to get better all the time.

Chair: Were you better at literacy than numeracy, Secretary of State?

Michael Gove: I cannot remember.27



As with all the other biases, it seems pretty obvious that illusory superiority serves as an important coping mechanism, although its advantages appear less clear cut than with optimism biases and the illusion of control. For starters, illusory superiority can lead to considerable self-aggrandizing behavior. Nearly everyone has encountered at least one colleague who merely by the fact that he (yes, usually a he) behaves like a bigger expert than he is tends to climb the corporate ladder faster. Such behavior has been particularly noted among less competent individuals who tend to be more self-deluded about their own abilities. This phenomenon, known as the Dunning-Kruger Effect,28 basically has it that illusory superiority is strongest among those of lowest competence in whatever activity is being assessed. In contrast, people of moderate competence are more aware of their limitations, while those of high competence both recognize their abilities but also recognize the inherent complexity of the issues which results in them knowing that they don’t know everything.

In short, the stupider someone is the more convinced they are that they’re right about everything, an embarrassing spectacle that almost everyone who has been on social media over the past few years has surely encountered on an alarmingly regular basis. And though debating Twitter and Facebook trolls might be frustrating and futile, what’s more worrying is when the Dunning-Kruger Effect is found in environments that actually matter. Like the workplace or in politics, where incompetent but supremely self-assured individuals are perceived to be more authoritative and tend to nab the promotions and get voted into office. The current occupant of 1600 Pennsylvania Avenue (and at time of writing, 10 Downing Street) being by far the best examples.

Truth or Happiness?

“I think I’m dumb, or maybe just happy.”

— Kurt Cobain

There’s a flip side to the cognitive biases that drive optimism: they might actually be helpful for us. In fact, “suffering” from the triad of biases described above is almost universally accepted among psychologists as being a sign of good mental health. Conversely, there is some (mixed) evidence to suggest that people suffering from depression may have more realistic assessments of themselves and others, a theory known as depressive realism. It seems we are not truth-seeking individuals after all, but advanced primates dependent on shielding ourselves from grim reality through optimistic self-delusion. It pays to discard reality, and not just for the mental benefits but also the physical ones. As Shalot explains:


The absence of positive expectations of the future is associated with mild depression and anxiety, suggesting that optimism is vital to mental health. However, optimism is also beneficial for physical health. All else being equal, optimists live longer and are healthier. The effects can be quite substantial, with one survey of 97,000 individuals reporting that optimists are 14% less likely to die between the ages of 50 and 65, and 30% less likely to die from cardiac arrest. Optimism has also been related to extended survival time of cancer and AIDS patients.29



Furthermore, it has been suggested that optimism biases may be the few types of misbelief that are evolutionarily adaptive. Psychologist Albert Bandura has argued that “If self-efficacy beliefs always reflected only what people could do routinely, they would rarely fail but they would not mount the extra effort needed to surpass their ordinary performances”.30 Perhaps “factfulness” isn’t as important as Hans Rosling would have us believe.

The claim that seeing the glass half-full is advantageous appears to hold true for individuals. But what is good for the individual does not necessarily translate into something good for society. Societies, after all, do not suffer from mental health conditions that benefit from a dose of optimistic self-delusion. Unlike individuals, societies and organizations pay a very high price for misjudging reality. Although every soldier that hit the beaches of Normandy during D-Day must have had to fool himself into thinking that he wouldn’t be a casualty (particularly those in the first waves, where some units lost up to 90% of their men), certainly the Allies would have never undertaken such an operation without a realistic assessment that it would be successful, hence why they waited until their material superiority was so overwhelming.

In fact, military history is riddled with cases of overly optimistic generals or leaders whose foolish decisions led to thousands of their men being unnecessary killed. French generals at the start of World War I believed their troops could outfight the Kaiser’s armies not through better tactics, strategy, or weapons but with their élan vital, an all-conquering spirit of victory that only the French soldier seemingly possessed. But élan proved to be useless on the modern battlefield: France suffered a quarter million casualties in the first month of the war alone as a result of a series of poorly planned offensives that backfired disastrously and resulted in the Germans quickly marching to the outskirts of Paris.31 Only the “Miracle of the Marne” prevented the war being over by Christmas — with a German victory.

In the high-stress, dog-eat-dog world of finance, the best traders must also be equipped with a healthy dose of unrealistic optimism, lest the thought of potentially losing millions of other people’s dollars get to their heads. One Investopedia article on the “positive” mental qualities of successful traders inadvertently lists their three characteristics as cognitive biases: 1) Optimism, 2) High-self-esteem and self-worth (illusory superiority) and 3) Sense of internal power (illusion of control). Its description of the first reeks of a total disconnect from reality:


Successful traders display a healthy dose of optimism, even when it isn’t supported by the latest profit and loss statement, because they know that drawdowns are temporary, and that they have the skills needed to build back profits. They also understand that trading is a zero-sum game that divides up winners and losers, and visualize themselves on the winning side at all times, regardless of short-term results.32



Unfortunately, the 2008–2009 global financial crisis is the perfect example of how unbridled market optimism (or as economist Robert Shiller calls it, “irrational exuberance”33) proved to be catastrophic, plunging the world into the worst economic disaster since the Great Depression, and leaving ravages in the Western world that are still felt a decade later. Much like the title of a recent book on eight centuries of financial crisis,34 “this time is different” seems to be our perennial reassurance that our optimism (especially when served with a side order of greed) always gets in the way of learning from past mistakes.

Finally, this dichotomy between helpful individual optimism and harmful societal optimism is perhaps most evident with regards to the environment. The international consensus is that barring major further action on climate change, the planet will suffer catastrophic environmental changes over the rest of the century that could lead to significantly deteriorated living standards for much of the world’s population. Yet many people behave like all our environmental challenges will be solved. Magically. Hence why the threat of planetary deterioration is rarely a consideration when it comes to major decisions. Why have children if we suspect that they will have to fight over basic resources like water? Why buy property in a coastal city that is likely to be flooded by rising water levels? Why not just sit back and have faith that Elon Musk will save us? For the governments who are genuinely committed to starving off an environmental Armageddon, a saner assumption is that Elon will flee to Mars (along with every fellow plutocrat wealthy enough to afford the ride) and watch the world burn from afar.

One can always take the middle ground and refuse to succumb to excessive optimism or pessimism. One can simply assume the world is as it is and not take a moral stance in either direction, something that is known as the Just World Hypothesis (usually shortened to BJW or Belief in a Just World) and which is an amalgamation of nearly all optimistic fallacies mentioned above. Originally described by US social psychologist Melvin Lerner, BJW centers on the belief that the world is fundamentally just and that people generally receive just deserts for their actions and behavior. Like all optimism biases, the BJW is a psychological self-protection device, which is confirmed by numerous studies linking BJW with positive mental health outcomes such as higher subjective well-being and lower levels of depression.35

Unfortunately, it also results in grossly unempathetic attitudes towards human suffering and misfortune, even that which is demonstrably random: one of the first experiments on BJW by Lerner involved a female victim receiving electric shocks, after which she was rated less favorably by observers whenever her suffering could not be stopped or worse still, when she was seen as a martyr.36 This experiment, like many others, shows that BJW also strongly invokes the fundamental attribution error, another well-known cognitive bias whereby people tend to attribute personal characteristics as the main causal factors behind their behavior. As Lerner explained, if your outcomes in life can’t be explained by your behavior, then your dispositions will:


The key to the relation between these studies and the rejection of a victim is the realization that there seem to be two senses in which people are considered to be de-serving. They are seen as deserving if they have behaved in an appropriate or commendable fashion, and, in another sense, are considered deserving if they arc personally good and desirable.



On a societal basis, belief in the Just World Hypothesis is particularly problematic as it generally leads to support of policies that ascribe individual responsibility to individual outcomes, ignoring the structural factors that may be at play. Perhaps no better example of BJW being taken to its societal extreme is the “American Dream”, the belief that through hard work anyone in the US can achieve prosperity and success. But regardless of how engrained the American Dream is in the national psyche and work ethos, the US has one of the lowest social mobility rates in the Western world: you are far more likely to achieve the American Dream in social democratic Denmark or Germany than in laissez-faire capitalist USA (Figure 2.2).

Figure 2.2: The American Dream versus the Nordic Reality
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Notes: This is the aptly named “Great Gatsby Curve” from Canadian economist Miles Corak, which shows a very strong correlation between income equality and social mobility, based on the elasticity of earnings between generations. The US, contrary to its national myth, has among the worst social mobility levels in the West (Britain is even worse, although some other studies show slightly better results). As comedian George Carlin joked back in the 1990s, “it’s called the American Dream for a reason: you have to be asleep to believe it!”. Sources: Miles Corak (2016),37 World Bank or national sources for Gini coefficient.

These outcomes have done little to shake off people’s belief that the American Dream is real. One study by a trio of Harvard economists showed that in a panel of five Western countries (including the UK, France, Italy, and Sweden), Americans were the only ones to overstate the odds of a child born to parents in the poorest fifth of income joining the richest fifth as an adult.38 Another study by French economists Roland Bénabou and Jean Tirole noted that around twice as many Europeans were likely to ascribe life outcomes to “luck” rather than effort or education compared to US respondents.39 Likewise, Americans were over twice as likely to think that the poor are “lazy or lack willpower” than Europeans. The policy consequence of this is that countries which are more likely to support BJW are less likely to adopt redistributive policies, as evidenced by the correlation between high BJW and low social spending.

Although the New Optimist progress narrative falls short of affirming that we live in the Panglossian ideal of the best of all possible worlds, that it is good enough to not merit substantive, structural criticism shows echoes of the Just World Hypothesis in more ways than one. Not least in the belief that liberal capitalism has been the driving force of human progress for the past two hundred years. As a system that accepts the market mechanism as the ultimate arbitrator of the morality of outcomes, capitalism fits so neatly into the BJW glove that it’s hard not to see it as its secular companion (BJW is also strongly tied to religion, particularly certain strands of Protestantism which in turn are also tied to capitalism40). And yet the fact that BJW is possessed by nearly all the demons of irrational optimism makes it hard to accept as an intellectually respectable worldview. BJW, like all the claims of “rational optimism” applied at societal levels, can only be described by the word used by Lerner himself after decades of study: delusional.


CHAPTER THREE: TWENTY-FIRST CENTURY BREAKDOWN

How Avocado Toast is Ruining Western Civilization

It is easy to see why pessimism prevails in the West despite the claims that everything is so much better. For the post-crisis generation saddled with student debt, unaffordable homes, and the first real wage stagnation since the 1980s, the idea of progress represented by faster smartphones and lower mortality rates in sub-Saharan Africa seems moot at best, even insulting at worst. Thankfully, one dashing young Australian real estate mogul by the name of Tim Gurner infamously proposed a simple solution to this generation’s woes. Lower your expectations, and most importantly, stop splurging on avocado toasts:


What they’re doing, ultimately, is frittering away money on smashed avocado and lattes that they should be saving. When I was trying to buy my first home, I wasn’t buying smashed avocados for 19 bucks and four coffees at four dollars each. We’re at a point now where the expectations of younger people are very, very high. They want to eat out every day, they want to travel to Europe every year. The people that own homes today worked very, very hard for it and saved every dollar.1



The ridicule did not take long to follow, as well as the hypocrisy: it was revealed that Gurner obtained a $34,000 loan from his grandfather which helped him seal his first property deal. And then there was the obvious point that no amount of saving on avocado toasts could conceivably save enough money to obtain the deposit on an average-priced property in most of Australia’s major cities — 11,815 avocado toasts in Sydney to be precise, according to one BBC article.2 That’s over thirty-two years of savings, even when assuming an avocado toast consumption of one a day which is probably too extreme to all but the kings and queens of hipsterdom.

It is not uncommon for people who received a helping hand early in life to later claim that all their successes were due to hard work and personal effort, rather than a family handout or a trust fund. It’s bad enough not to start your professional career with such handsome financial assistance, but most of the middle and working classes of the US and UK today will sadly begin in the red. According to data from the Institute for Fiscal Studies (IFS), a UK fiscal think tank, the average British student will finish university saddled with £50,800 in debt. Those from poorer backgrounds will start off even worse, with £57,000.3

The US, with a mix of cheaper public and more expensive private school fees, has a lower level of average student debt of “just” $28,650 in 2017, but fees have nevertheless risen dramatically over the past couple of decades, particularly since the 1980s.4 The cost of attending a four-year US college was $26,593 in 2016/17, compared to just $3,499 in 1980/81 which is equivalent to $9,803 in inflation-adjusted terms (Figure 3.1).5 This has helped fuel a gigantic student debt market of $1.5 trillion, now the second largest source of household debt in the US behind mortgages. And just like mortgages, this too is repackaged and traded for profit by Wall Street (in financial lingo, “securitized”), not unlike the sub-prime debt that caused the 2008 crash.6

As universities increasingly operate like for-profit businesses, it is not clear that there is much to show for this in terms of added value to students. US universities have hired administrative and professional staff in areas like PR, marketing, and fundraising at a rate twice as fast as the growth in new students,7 while full-time tenured teaching positions become ever rarer. UK universities have spent much of their windfall on a building binge since 2012, with Cambridge alone planning to spend £1 billion on what is effectively a new suburb.8 The salaries of some vice-chancellors have also skyrocketed, prompting the highest-paid of the bunch, Dame Glynis Breakwell of the University of Bath (£468,000 a year for the head of the 25th best university in Britain), to resign in shame in 2017. Even worse, £204 million was spent in two years through university corporate credit cards (likely from administrators rather than perennially expenses-strapped professors), much of it frivolously such as on a trip to Las Vegas and a night out in one of London’s premier strip clubs.9 As for university quality, in 2012 there were six UK universities in the top twenty-five according to the QS World University Rankings. In 2019 there were five.10

Figure 3.1: The soaring cost of US higher education
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Notes: The real costs of university tuition in the US have gone up by a factor of around 2.5 since the mid-1960s. More importantly from the perspective of a family’s bank balance, the cost relative to average income has risen from a low of 27% in the late 1970s, to 46% by 2016. This comes despite the fact that now more than ever, good jobs require a university degree. Increasingly, a post-graduate one too. Source: National Center for Education Statistics.

It’s bad enough that most students in Britain and the US will start off their adult lives with financial debts in five digits (and a few in six digits). However, most of them will then also enter a labor market where wages have remained largely stagnant for the entirety of the lifetime of a young millennial professional, or grown so little as to have not caught up with higher costs of living. The unluckiest of the bunch will end up working in the so-called “gig economy”, where they will be legally treated as self-employed entrepreneurs when in reality they are little more than serfs to a taxi or takeaway app,11 often juggling more than one of these jobs while getting no paid holiday entitlement, no paid sick leave, and no employer pension contributions either. But the gig economy is only the tip of the iceberg of modern worker precarity, mostly because it is most commonly associated with an online intermediary. In fact, the grand majority of “gig” workers in the Western world work through offline intermediaries like temp agencies, often working de facto jobs for a single employer without any of the benefits of a formal contract.

Although gig economy employers (and sadly some governments) boast about the benefits of flexibility, it should be obvious that the main incentive for employers is cost: in a country like the US with a corporatist social protection regime — that is, one tied to holding down a formal job — employers can avoid paying benefits that can amount to as much as 30% of an employee’s wage. Estimating the size of the gig economy is not easy, but when the Economist boasts of a “jobs boom” in 2019 while claiming that the gig economy “accounts for only around 1% of jobs”, they are probably referring only to those with online intermediaries.12 A broader definition of all independent workers suggests as many as 20–30% of the entire working population of the US and EU operate under such arrangements, nearly a third of which do so out of necessity.13

Figure 3.2: Why the unemployment numbers don’t tell the whole story
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Notes: The global financial crisis led to a massive destruction of formal jobs in the UK, and their replacement by self-employment and part-time work. Cumulative formal job creation did not reach its May 2008 peak until November 2017. And formal jobs have accounted for less than half of all jobs created up to 2019. It must be mentioned that the majority of part-time jobs are not involuntary, as is the case with a significant number of self-employed. However, the point of the chart is to show the dynamics of job creation in a highly “flexible” labor market such as Britain’s. Regardless of the cause of non-formal employment, the impact on long term prosperity (such as building up pensions savings) is considerable. Source: Office of National Statistics (EMP01)

In times of crisis, this precarity has been reflected in the large cuts in formal, full-time employment which has then been replaced by part-time work or self-employment as recent experience in the UK suggests. For the US, the results have been no less brutal, with one 2015 study by economists Lawrence Katz and Alan Kruger suggesting that “all of the net employment growth in the US economy from 2005 to 2015 appears to have occurred in alternative work arrangements”.14 It has also led to many economists questioning whether the low headline unemployment rates seen today are truly indicative of the state of the labor market. A 2018 study for the Federal Reserve of Boston by economists Anat Bracha and Mary A. Burke concluded with the implication that the only reason firms were able to recruit increasingly more outsourced labor in a tight labor market is precisely because the unemployment figures made it seem tighter than it was:


An increased ability to draw on relatively low-wage alternative (non-employee) labor could reduce measured wage growth directly — to the extent that non-employee wages are included in any wage growth measure — or indirectly, by reducing the bargaining power of traditional employees who may now be more readily substituted with contract workers. This structural explanation, while intriguing, begs the question of how firms can manage to recruit enough labor from alternative arrangements amid what looks like a very tight labor market. In other words, we are brought back around to the question of how much slack the labor market really contains.15



Economists on the right of the spectrum have attributed precarity almost entirely to market effects, such as the outsourcing of labor abroad which means that workers in the West must now compete with cheaper workers in the developing world to produce the same things. This may explain the why but not the how. Since outsourced labor no longer competes in its home borders once it is sent abroad, the root cause of lower wages at home is the reduction of bargaining power by Western workers since their bosses can threaten outsourcing.

This is a political, not a market failure, and is reflective of the fact that since the Reagan-Thatcher economic revolution of the 1980s, labor market policy has disproportionately favored the interests of employers over their employees. In countries with historically minimal worker protection rights, like the US, this preference seems almost like a throwback to periods such as the Lochner Era, the forty-year period from 1897 during which the Supreme Court effectively struck down most laws that infringed on the economic liberties of employers. For example, the 1905 Lochner v. New York case that gives the era its name stopped New York state from establishing minimum work hours for bakery employees because it infringed on the “freedom of contract”.

Thankfully, not all Western countries have suffered such unequal outcomes; labor protection is still much stronger in most of continental Europe thanks to their universal social protection regimes, which offset the precarity of self-employment. Overall, however, globalization has not been kind to the working and middle classes of the West. As the now famous “elephant chart” from economists Christoph Lakner and Branco Milanovic shows, they have been the ones to see the least benefits from global economic growth in the last three decades (Figure 3.3).16 To be a beneficiary of progress, you have to been born in the right place at the right time.

And finally, to compound the problem of stagnant wages is the fact that the cost of living has skyrocketed. Apologists will claim that this is not immediately evident if one looks merely at consumer price indices that measure inflation. Indeed, inflation in most Western countries since the end of the 1970s oil crisis has been quite low, in the lower single digits. Most Western Central Banks nowadays regard chronic inflation of over 3–4% to be unacceptable. The same advocates of the progress narrative also point out that many basic goods have fallen dramatically in price such as personal computers, whereas other goods have considerably increased in capabilities such as your average smartphone. This gives them more “bang for their buck” even if they are more expensive.

But despite the fact that many of these items eventually become part of the basic basket of goods, their ultimate contribution to productivity is dubious at best; productivity growth in many Western countries has slowed down or even turned negative in the post-crisis years.17 When economist Robert Solow famously griped in 1987 that “you can see the computer age everywhere except in the productivity statistics”, little did he imagine how much money people would be spending two decades later to have a mini-computer in their pockets whose main use was to flag a taxi or play Candy Crush.

Figure 3.3: The winners and losers of globalization
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Notes: This is the elephant chart showing the growth in incomes across every ventile of world population, plus the top 1 percent. The “head” of the elephant has grown the fastest and includes China and other rapidly growing developing economies. The base of the trunk has seen hardly any growth in this three-decade period and corresponds mostly to the working classes of the industrialized world. Eyes and ears added to prove economists aren’t just humorless wonks. Source: Author’s calculations from Lakner and Milanovic dataset (2016).

Unfortunately, many basic services have gone up in price so much to have offset cheaper gadgets. According to one McKinsey study, for example, real healthcare costs in the US have risen 818% between 1960 and 2018.18 An older population suffering from more expensive chronic diseases is one reason, but there seems to be a dearth of explanations for this rise that don’t involve accepting the dysfunctionality of the US healthcare system, where the costs of delivering a baby add up to an average of $10,808 in 201519 compared to $30 in 1943 (just 1.5% of average annual household income then compared to 20% today).20 To this must be added the aforementioned rise in university fees, given that a higher education degree is now a necessity for holding most skilled jobs (increasingly, a post-grad degree too).

And then there’s the housing crisis in major Western cities, which is where most of the good jobs for university graduates tend to be unless you want to be one of the nearly half of graduates who work in jobs that require no university skills.21 According to quarterly data by Nationwide (a UK building society), an average family in Britain buying an average dwelling will have had to pay 5.2 times their annual household earnings at the beginning of 2019, around twice that of 1983 when the series began. But that ratio pales in comparison to what the average Londoner will have to pay: a borderline criminal nine times (in 1983 this number was 3.7). Data from the ONS paints an even more depressing picture, with the ratio as high as 13.1 in 2018 (Figure 3.4). No surprise this has seen the emergence of “Generation Rent”. According to a UK Parliament report, only 5.9% of Britons aged 16–34 owned a home in 2016, compared to 12.2% in 1996.22

Figure 3.4: The increasing unaffordability of the British home
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Notes: This chart will strike a chord with anyone from “Generation Rent”, locked out of the property market, and shows the surge in house prices relative to earnings, particularly in London. The ONS figures are provided annually, not quarterly, and for purposes of this chart are plotted in the fourth quarter. Source: Nationwide, ONS.

Figure 3.5: Rising house prices are a global phenomenon
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Notes: Britons can rejoice that some countries have seen even greater increases in house prices relative to income, particularly in the rest of the Anglo-Saxon world with New Zealand and Australia showing the most egregious increases. The fact that the US has seen a decline in the growth of relative house prices might seem surprising (particularly to people from New York or San Francisco) but it should be noted that its large, expensive cities represent a much smaller share of the total population. In contrast, the Sydney and Melbourne metropolitan areas together represent over 40% of Australia’s population. Source: The Economist House Price Index (Data for 1980-2016 or where available.)

Another New Optimist claim is the idea that spending on basic necessities has gone done so significantly that it represents a minority of income in countries like the US, yet this conclusion can only be reached when inconvenient expenditures like healthcare and education are omitted.23 Looking at the weights of the UK’s CPIH index (a consumer price inflation index that better represents housing costs), we can see essential items account for around two-thirds of the index, a share that has been largely unchanged over the past two decades (Figure 3.6). And for younger people, the share of necessities is undoubtedly higher.

Figure 3.6: We still spend far more on needs than wants
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Notes: Since around the turn of the millennium the share of essential items in the CPIH basket of goods in the UK has been hardly unchanged at around two-thirds. The categories considered essential (by the author) are the following, with their CPIH code in parenthesis: Food and non-alcoholic beverages (01), clothing and footwear (03), housing and utilities (04), furniture, household equipment (05), health (06), transport (07), communication (08), and education (10). Source: Office of National Statistics.

As life in the West involves more of a struggle to meet basic needs, it is not surprising that many indicators of well-being have been worsening, perhaps most shockingly the decline in life expectancy in the US. This has been mostly due to the ongoing opioid epidemic, itself a very avoidable consequence of the country’s profit-driven healthcare system, but improvements in US life expectancy have been lagging many of its Western peers since the 1980s (Figure 3.7). Life expectancy in the UK has also stagnated in recent years, with some suggestions that Tory-imposed austerity is at least partly to blame due to cuts on healthcare services (ironically, mostly for older adults who tend to overwhelmingly vote Tory).24

In a nutshell, if you are a young professional in the Western and especially the Anglo-Saxon world without the benefits of a trust fund or a generous grandfather’s loan to kick start your real estate ambitions, you have a right to be angry. You have a right to be anxious and depressed too. Progress may have skipped your generation, regardless of what the New Optimists in their tenured Ivy League positions or Koch Brothers-funded libertarian think tanks are trying to make you think. No amount of Sub-Saharan children not dying of malaria will change that. And no amount of saving on avocado toasts will make a difference either.

Figure 3.7: Reversal of progress in US life expectancy
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Notes: Despite having a higher life expectancy than the OECD average in 1970, the US has since fallen behind and has actually seen a reversal in recent years. The average Costa Rican, despite an average income barely one-fifth of the average American, now lives longer. That Costa Rica can afford universal public healthcare should be a sobering refutation to right-wing (and centrist) claims that such a system is unfeasible in the US. Source: OECD.

The Poor Shall Inherit the World Bank Statistics

“The diffusion of capitalism in the last decades has lowered poverty rates and created opportunities for individuals all over the world. Living standards and life expectancy has risen fast in most places. World hunger, infant mortality, and inequality have diminished. This is because of economic and technological development that is the result of free market policies. The poor countries that have liberalized their economies have shown impressive results, while those that have not are stuck in deep misery. Therefore, we need more capitalism and globalization if we want a better world, not less.”

— Johan Norberg

The progress narrative may flounder when discussing the Western world, but it also gets caught in its own contradictions when looking at the developing world, the area which has seen the most unquestionable improvements in prosperity and quality of life as well as the quality of governance, over the last half-century. Much of the evidence has been displayed in colorful charts like those from Max Roser’s Our World in Data website, or in punchy soundbites like Johan Norberg stating that “a child born today is more likely to reach retirement age than his forebears were to live to their fifth birthday”.25 Hans Rosling claims his favorite chart is one which plots the health and wealth of Zambia in 2017 next to that of Sweden in 1921, implying that progress to the top of the chart where Sweden is now is possible if not inevitable (forget for a moment that if the same chart was made in 1921, Sweden would also be near the top).26

Although progress has not been even, for enough people in enough countries it has been either visible throughout their lifetimes or just enough to lift them out of utmost squalor. Perhaps if we were to leave it at that, then the progress narrative would be easier to embrace. Unfortunately, it has been conveniently tied to a rather pernicious talking point: that this has been achieved almost entirely thanks to liberal capitalism. If New Optimists themselves don’t claim this openly, as does Norberg in this section’s opening quote, then there’s no dearth of free-market advocates and libertarians using these talking points for their own ends, like this piece from the Adam Smith Institute (a UK libertarian think tank) shows:


OK, so what is it that our pushing of neoliberalism has done? You could look at that chart above from Max Roser. This last generation of globally applied neoliberalism, all that free trade, globalisation, that application of the Washington Consensus (that list of stupid things that governments should not do), what has been the effect? The greatest decline in absolute poverty in the history of our entire species. That decline has been so great that global inequality has been falling.27



By far the favorite New Optimist soundbite is a World Bank estimate that shows how extreme poverty in the world has dropped from 94% of the total population in 1820 to an estimate of less than 10% in 2015, the first time in history that it has reached the single digits. If any statistic captures the triumphalism of the progress narrative it is this one, and why wouldn’t it? Poverty is unequivocally bad. However, there is a significant problem here: the “science” behind global poverty estimation though a standardized international poverty line is rather un-scientific. Currently this number is set at $1.90 (US) a day in purchasing power parity (PPP) terms based on 2011 US prices, higher than the original $1 a day when this indicator was introduced in 1990 in order to account for inflation.

What most people are unaware of is the arbitrary nature of this number, which in fact is the simple average of the poverty lines of fifteen developing countries whose individual poverty lines also happen to use completely different methodologies.28 This is compounded by comparison issues when applying PPP, exchange rate, and inflation adjustments for each country as well as the obvious difficulty of applying a single number to countries with completely different demographic and geographic contexts. Reliable estimations only really start from the 1980s when most countries started counting. The more you go back the more the data suffers from extrapolation problems especially into the nineteenth century when much of the world’s population still depended on decommodified, subsistence agriculture — which does not inherently imply poverty.29 Criticism of international poverty lines is not limited to left-wing fringes. Development economist Stephan Klasen wrote an entire chapter on it for an OECD report in 2013:


[A common international poverty line] appears to be reaching the limits of its usefulness and relevance. This is partly because of the increasing number of poor people in middle-income countries — where per capita consumption and national poverty lines are substantially above USD 1.25 per day. Other considerations also raise questions as to the appropriateness of this measure to reflect levels and trends in world poverty: the multiple dimensions of poverty, the disconnect between national and international poverty lines, comparability over time, the need to measure not only absolute, but also relative poverty, etc.30



There are numerous misconceptions about international poverty lines that, sadly, are typically ignored either due to ignorance or deliberation. The World Bank defines two additional poverty lines, of $3.20 and $5.50 a day, which reflect a rough average of the national poverty lines31 in lower-middle-income and upper-middle-income countries respectively, plus an estimated “unofficial” poverty line of $21.70 a day for high-income countries.32 In other words, the true world poverty rate even by World Bank standards should be the percentage of people under each of their country’s income classification, and would be much higher than the rate using just $1.90. Unfortunately, such sophistication seems too much for policymakers and pundits, which is why the $1.90 figure endures.

This, in turn, presents another problem. Most people assume $1.90 a day is what would get you by in a poor country, but that reflects a misunderstanding of purchasing power parities. Rather, $1.90 a day 2011 PPP means that the threshold of extreme poverty in each country is that which is equivalent to living on $1.90 a day in the US in 2011. Assuming an eight-hour workday, that amounts to less than twenty-four cents per hour. This isn’t the threshold of being extreme poor: this is an actual starvation wage on which nobody in the US would physically survive on a sustained basis. The bar for international extreme poverty is clearly set way too low and any claim that a substantial reduction in extreme poverty has been made should really refer to the most extremely poor of the extreme poor.

The failure to understand the conceptual problems behind the World Bank’s $1.90 a day extreme poverty threshold is a fatal flaw in the arguments of poverty triumphalists, which includes the New Optimists. But even accepting this “success” at face value presents another problem, which is that most of the reduction of global extreme poverty in the last half century has been in Asia. And specifically, in a single country: China. Although Shanghai’s glitzy skyscrapers or industrial marvels like the Three Gorges Dam may symbolize the country’s transformation from a poor agricultural nation into an industrial superpower, for most Chinese it is has been the eradication of poverty that has mattered most to their livelihoods. Using the World Bank data (with all its caveats), China has nearly eradicated extreme poverty as of 2015 to just 0.7%, an impressive achievement given that it stood at 88.1% in 1981. But given China’s population relative to the rest of the developing world, it’s easy to see how much of the world’s poverty reduction is due merely to the China effect, both directly and (more recently) indirectly.

Figure 3.8: The real state of global poverty
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Notes: This chart shows what global and regional poverty rates would be under more realistic poverty lines, namely $5.50 and $11 a day, the latter which is often used as the threshold for the “global middle class” (though contrary to popular belief, this is not an official World Bank classification). Due to incomplete data, regional figures for South Asia in 2015 are not yet available and so 2013 figures are used. Source: World Bank PovcalNet.

Just how much? Out of the 1.1 billion human beings lifted out of poverty since 1981, China has been responsible for 852 million of them, or three quarters. Of the remaining 275 million that escaped extreme poverty, India can further claim around half, leaving a paltry 130 million people lifted from poverty in the entire world outside of China and India between 1981 and 2015. In fact, the number of non-Chinese extreme poor peaked in in absolute terms in 1999, which means that almost all the reduction has happened since (Figures 3.9-3.12).

Figures 3.9–12: How China is influencing the poverty numbers

Figure 3.9
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Figure 3.10
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Figure 3.11

[image: image]

Figure 3.12
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Notes: The state of poverty reduction looks much less impressive when using either the higher of the World Bank’s three poverty lines ($5.50) and, especially, when taking China out of the equation. In absolute terms, there is an additional one billion poor in the world since 1981, excluding China, under the $5.50 threshold. Source: World Bank, PovcalNet.

It’s hard to deny that China may have had something to do with that too, mainly through the commodity boom that was driven by China’s voracious demand for raw materials for its industrialization. In Latin America, for example, the countries with the strongest commodity export sectors were the ones that grew the fastest during this time, and consequently the ones that also witnessed the fastest declines in extreme poverty and inequality in their histories.33

One of the counterarguments coming from the New Optimists is that even setting the poverty line higher does not change the argument that the world is getting less poor — the trend matters more than the baseline. Taking the higher World Bank’s international poverty line of $5.50 a day, we still have it that the share of the world population under that threshold has fallen from 66.2% in 1981 to 46% in 2015. Hardly the same monumental advance as the $1.90 a day line. But at these higher levels is where the China effect is more pronounced. Taking China out of the equation we have it that the global poverty rate barely budged: 56.7% to 50.3%. This despite the fact that global GDP nearly tripled during this period, which goes to show just how little of global economic growth actually trickles down to the poorest. And it’s worth restating that even $5.50 a day wouldn’t have gotten you far in the US in 2011: it’s lower than the hourly minimum wage ($7.25).

One can still accept the progress narrative while at the same time accepting — however reluctantly — that China may have had a disproportionate role in global poverty alleviation. After all, is it not the case that China’s remarkable economic success was down to its embrace of free-market capitalism? While it is certainly true that China’s growth skyrocketed after Deng Xiaoping’s liberalizing reforms in the 1980s, it does not follow that China is a market economy in the strictest sense of the term. A huge amount of the country’s largest firms are state-owned and even in industries with heavier private sector involvement, the very visible hand of the Chinese state is ever present. Indeed, the guiding principle of “Socialism with Chinese characteristics” which described Deng’s reforms was that China required market reforms to grow economically so that a true egalitarian socialist society could emerge in the longer-run — market logic as a means to an end.

Of the ten points in the “Washington Consensus” that was the standard template for IMF- and World Bank-led structural economic reform in the 1980s and 1990s, China’s model brazenly violates half of them, and only partially adheres to the other half. Markets have certainly proven superior to communist central planning, which led to disastrous Maoist experiments like the Great Leap Forward that left thirty million dead from famine. But the argument that markets alone have been responsible for China’s economic rise is a fallacious one, which shows profound ignorance of just how closed the Chinese economy is (Table 3.1). Even the Heritage Foundation, another libertarian think tank, categorizes China as “mostly unfree”, with a global ranking of 100th in its 2019 Index of Economic Freedom:


China remains “mostly unfree.” Nontransparent state-owned enterprises dominate the financial sector and many basic industries. The official ideology of “Socialism with Chinese Characteristics” has chilled liberalization, heightened reliance on mercantilism, raised bureaucratic hurdles to trade and investment, weakened the rule of law, and strengthened resistance from vested interests that impede more dynamic economic development.34



It is a common argumentative fallacy in economics to assume that just because some level of economic liberalization is better than autocracy or state control of the means of production, as in Soviet-style communism, that more liberalization is necessarily better. But when something is better than nothing, it does not follow that more of that something is intrinsically better than only some of it. The sweet spot is usually somewhere along the spectrum rather than at any of the extremes and economists have so far not developed a magic formula to find out exactly where (immediately distrust any economist who says otherwise). The innumerable failures of free market “shock therapy” and structural adjustment in the developing world of the 1980s and 1990s, the mediocre economic outcomes of most countries that followed the Washington Consensus down to the letter, as well as the macroeconomic instability triggered by deregulation and over-financialization in the West make this as close to a truism in economics. If China is the triumph of free-market capitalism in pursuit of human progress, I rest my case.

Table 3.1: The Beijing consensus was to not follow Washington’s

[image: image]

[image: image]

Notes: These are the ten main policies that were the basis of the Washington Consensus as originally defined by economist John Williamson.35 The Washington Consensus was the prevalent set of economic policy prescriptions for much of the 1990s applied to developing countries, especially to those that were emerging from crisis. China did not adhere to any of the policies fully. Sources: Various sources.

Unravelling the poverty story is crucial to understanding why progress is happening rather than just accepting at face value that it is. Over the remainder of this chapter we will see why the New Optimist progress narrative fails to convincingly explain trends not only in poverty but also to many other indicators of socio-economic development. Consequently, this will help illustrate why progress is not happening faster than it is when clearly the resources are there, just not the will. Economic philosopher Thomas Pogge notes that this makes our failure to eradicate poverty fully more damning than ever:


And this is what I say about severe poverty. Yes, it’s getting better by some measures, but it’s also becoming ever more scandalous because it is now so easily avoidable. A few hundred years ago, perhaps 85 or even 90 percent of humanity lived below a standard of living that today only 40 or 45 percent fail to reach. But at that earlier time only part of this poverty could have been eradicated, and this at substantial cost not only to the pleasures of the affluent, but also to their well-being and to human culture. In our time, nearly all severe poverty could be eradicated at a cost to the affluent that is truly trivial. It is perfectly consistent — and also true — to say that the world poverty problem today is smaller (relative to world population) than before and yet also a much graver injustice.36



Anthropologist Jason Hickel, who has had a longstanding intellectual feud with Pinker, calls this the moral egregiousness of poverty; the corollary to the definition of progress in Chapter One essentially borrows this idea and applies it more broadly.37 In the end, basing the progress narrative on colorful interactive charts and re-tweetable soundbites while obfuscating the often-complex stories behind them is no accident. It is deliberate. As every numerically-trained professional knows, especially economists like myself: the numbers don’t lie, but you can lie with numbers. And in this sense, while progress itself might not necessarily be a lie depending on how it is measured, the narrative behind progress usually is.

When Thebo Met Al

“You see it on the streets, on the faces, in the weight loss; in the excuses for malaria or stomach trouble, at the funerals, in the days missed from work for sickness, in the increasing numbers of people joining burial societies to help to pay the costs of funerals. You watch it in the beer halls; the casual sex, the recklessness, the complete disregard for oneself and one’s partner. You witness it brutally in the rural areas. Whole villages of just young and old. Nothing in between except those crouched in huts who have come home to die.”—The Irish Times, 199838

If you were born in sub-Saharan Africa in the 1970s, you would have missed out on another of the progress narrative’s favorite indicators: life expectancy. Beginning in that decade and into the twenty-first century, many countries in that region suffered the most precipitous decline in life expectancy seen anywhere in the world in recent memory. The culprit: the Human Immunodeficiency Virus (HIV) and the disease it eventually causes, AIDS, which spread from west-central Africa across the globe and became one of the deadliest epidemics in world history, with a death toll of around 35 million so far and nearly a million still dying from it each year. Fortunately, a concerted global effort has helped reverse the rate of new infections and deaths considerably compared to the previous two decades to the point that life expectancy has recovered to pre-epidemic levels in some countries. This success has been largely due to the development of antiretroviral drugs that don’t just stop an HIV infection from turning into AIDS but, most importantly, prevent the virus from being transmitted.

If you think this is yet another example of the efforts of liberal democracy and free-market capitalism combining to revert a major global catastrophe, think again. If anything, the turning of the tide against AIDS has largely been a struggle against these forces. The first antiretroviral drugs were initially approved for use in the late 1980s in the US but were prohibitively expensive to procure in most developing countries, with annual costs of around $10,000. But as the AIDS epidemic raged in the 1990s, developing countries were left reeling due to an important change in the rules for global trade: the Trade-Related Aspects of International Property Rights (TRIPS) agreement. This was approved as part of the Uruguay Round of the General Agreement on Tariffs and Trade (GATT) talks that led to the creation of the World Trade Organization (WTO), and which became binding for all members starting in 1995.

Broadly speaking, the TRIPS agreement forced WTO members to enact and enforce patent protection against all forms of intellectual property, including pharmaceuticals. The agreement, which was strongly lobbied for by the multi-national pharmaceutical industry, meant poor countries like those in sub-Saharan Africa that were being ravaged by AIDS would be unable to produce or even import cheaper generic antiretrovirals. This made them largely dependent on the goodwill of rich country donors in funding their AIDS drugs through foreign aid or the charity of the pharmaceuticals in offering drugs at below-market prices.

Although the TRIPS agreement allowed some leeway in procuring generics for medical emergencies, few countries had the legal expertise to establish these rights within their legislation, nor did they have the stomach to defy the threats of rich countries who were keen on ensuring their pharma companies were properly compensated even though these markets represented minuscule shares of their global revenue. The slippery slope fallacy of “setting a dangerous precedent” was always their excuse. In 1997, for example, South Africa passed its Medicines and Related Substances Act, which allowed compulsory licensing and parallel imports of cheap generics from abroad. Despite these being some of the exceptional measures allowed by TRIPS,39 forty-one multinational pharmaceutical firms filed a constitutional challenge against the Act the following year with the full backing of the US government including its future Nobel Peace Prize-winning Vice President, Al Gore:


Gore not only refused to help — he appears, as one insider puts it, to have repeatedly “put intense pressure on [South African Deputy President Thabo] Mbeki to drop the legislation and comply with the drug companies”. Sources have told the Observer that in these talks Gore’s team aimed straight for South Africa’s raw nerve — the high wire along which the ANC government has to walk — saying that its stance on Aids drugs would “jeopardise foreign investment”.40



Thankfully, a few middle-income countries with relatively advanced pharmaceutical industries of their own like Thailand, Brazil, and India, defied the rich countries and their HIV-infected citizens soon began receiving generic antiretrovirals at affordable costs (for example, just $700 per year in Brazil).41 And so one of the greatest victories for global activism began, as countless NGOs and civil society groups began to pile pressure on rich countries to back down on their ruthless pursuit of intellectual property rights.42 This was one of the many struggles of the anti-globalization movement that reached its peak during the so-called “Battle of Seattle”, a series of massive and violent protests during a WTO meeting in that city in 1999.

It was only in the aftermath of Seattle that the rich countries finally caved in, at least partly. During the Doha Round of WTO negotiations in 2001, the “Doha Declaration” was announced, which re-emphasized the right of countries to bypass TRIPS requirements in the event of a public health crisis.43 This also led to the establishment of various multi-billion-dollar international efforts to combat AIDS, including the Global Fund to Fight AIDS, Tuberculosis, and Malaria in 2002 and later the President’s Emergency Plan for AIDS Relief (PEPFAR) launched by US president George W. Bush in 2003. Once again, the pharmaceutical industry lobbied for PEPFAR to avoid funding generics despite the obvious cost advantage.44 Once again civil society stepped in to make public officials see reason. And once again the government reluctantly caved in.

Figure 3.13: A history of the AIDS pandemic in one chart
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Notes: Prevalence refers to total people living with HIV/AIDS, incidence refers to new cases. This is a similar chart to one frequently shown in sites like Our World in Data except it has one series that is typically shown separately: the number of people treated under antiretroviral therapy (ART), with data for this series beginning in 2000. Adding this indicator makes it clear that it took far too long for ART to take off. Although these treatments have been widely available in the West since the 1990s, their rise in use in the developing world only took place once the rules for generic drugs trade were relaxed. Source: UNAIDS.

Though the fight against AIDS is still far from won, the turning of the tide against one of the deadliest epidemics in mankind’s history only truly began once the liberal democracies of the rich world were enlightened to the fact that human lives mattered more than Big Pharma’s profits (Figure 3.13). None of this story is found in Roser’s entry for AIDS on the Our World in Data website, the millions of lives needlessly lost by greed are deemed undeserving of even a footnote lest it spoil the uplifting storyline.45

Closely tied to the story of AIDS is the story behind development aid. Depending on who you ask, this either showcases a genuine commitment by the rich world to help the world’s poorest countries (and which often fails due to the latter’s corruption and mismanagement) or simply serves as a band-aid to cover the festering wounds left over by colonialism, gunboat diplomacy, Western-led coups, structural-adjustment, and the other forms of economic dependency that have led to the “Great Divergence” between the West and the rest since the nineteenth century. It certainly appears to be the case that, when left to their own devices, most poor countries tend to do quite well for themselves. Hence why the immediate decades of the post-war era witnessed some impressive advances in almost every socio-economic indicator imaginable by almost every country on Earth.

Ironically, few of these advances coincided with many of the requirements believed to be necessary for development to succeed such as rapid economic growth, or democracy, or in some cases even political stability. In The Great Escape, Angus Deaton highlights the extent to which many of the great post-war advances in health, such as the decrease in infant mortality, appear to be largely unrelated to economic growth. Even countries that experienced negative growth during this period, like Haiti, actually saw remarkable improvements while countries like China saw the pace of improvement decline after its economy began to take off. “What happened in China is no mystery”, writes Deaton. “When the authorities decided to focus on growth, resources were switched to making money and away from everything else, including public health and healthcare”.46

It is unfortunate that Deaton’s book is often pressed into the service of the progress narrative by New Optimists like Pinker. A good part of it indeed highlights the many advances in global development, however it does so in the context of a genuine concern about the underwhelming impact such advances have made on inequality (both within and between countries) which will be addressed more closely in Chapter Six. Likewise, Deaton is nothing short of scathing in his opinion on aid, with much of the blame going to the donors rather than the recipients:


The distribution of aid reflects the different policies of different donor countries. Aid from France is heavily focused on French ex-colonies. U.S. aid has always reflected American foreign policy, supporting allies against communism during the Cold War, supporting Egypt and Israel after the Camp David accords, or focusing on funds for reconstruction in Iraq and Afghanistan. Some countries “tie” their aid, requiring that the funds be spent on donor goods (including food aid) or that donor goods be transported in donor-owned ships. By some estimates, 70 percent of aid from the United States never reaches the recipient countries, at least not in cash.47



So why is aid not working despite more and more of it being dispensed every year? The evidence suggests that the level of aid to the developing world pales in comparison to the scale of economic plunder that currently takes place in the other direction. In The Divide, one of the most eye-opening books on development you can read, Jason Hickel gives both a historical as well as a statistical overview of the scale of this phenomenon, from the outflows that go from intellectual property fees (nearly half of the total sum of aid), to the trillions lost through “unequal exchange” (the gap between the value of goods and labor in poor countries and what is paid for them) which are over twenty times the global aid budget.48

One of the studies quoted in Hickel’s book is a 2016 report by the Global Financial Integrity think tank and the Centre for Applied Research at the Norwegian School of Economics, which shows a net outflow of $16.3 trillion from the developing world to the rich world between 1980 and 2012 (Figure 3.14). The has mostly been in the form of illicit capital outflows, either through trade balance of payments leakages (mismatches between recorded inflows and outflows) or deliberate trade misinvoicing, mainly by multinationals. The report says the following regarding the impact of these outflows:


[O]n balance since the late 1990s, substantial amounts of capital have moved from developing to developed countries … developing countries have effectively served as net creditors to the rest of the world, an ironic twist to the development narrative. The flow from resource-poor countries to resource-rich countries also flies in the face of allocative efficiency calling for flows in the reverse direction. On a global scale, such misallocations of resources represent sizeable social costs that would, in this case, be borne by the citizens of developing countries.49



Hickel reaches an even more damning conclusion over the impact of this “trickle-up”, placing it in the context of centuries of colonialism and imperialism:


[T]he discourse of aid distracts us from seeing the broader picture. It hides the patterns of extraction that are actively causing the impoverishment of the global South today and actively impeding meaningful development. The charity paradigm obscures the real issues at stake: it makes it seem as though the West is “developing” the global South, when in reality the opposite is true. Rich countries aren’t developing poor countries; poor countries are effectively developing rich countries — and they have been since the late 15th century.50



Of course it is better to simply sit back and assume the world is getting better than address the very real issues of just how much more prosperous the developing world would be had it not been locked into a global economic system that sees these “emerging markets” — in my opinion an infuriating and dehumanizing term that sees nations as little more than consumers — as spaces for perpetual exploitation, with aid serving as merely a cover-up. Increasingly, even non-Western countries are joining in the plunder, as evidenced by the rising role of Chinese investment worldwide which is raising concerns that this will replicate the same patterns of dependency once China’s global political ambitions begin matching its economic ones. Ultimately, the gunboat captains and freebooters never went away. They simply got IMF and USAID jobs. That so much more of the developing world remains dependent on the West than during the “golden age” of non-alignment and self-determination in the post-war period makes a mockery of progress if one of its ulterior objectives is for every nation to be master of its own fate.

Figure 3.14: The rest is financing the West
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Notes: This chart shows the scale of the net outflows from the developing world to rich countries, which in 2012 (the last year covered by the GFI study) amounted to nearly $2 billion. This includes net recorded transfers in the form of profit outflows, remittance inflows, and other net financial flows, as well as capital flight. In the twenty-first century, this has ranged between 7–11% of total developing country GDP. Source: GFI

The Growth Chicken or the Development Egg

“Progress is more plausibly judged by the reduction of deprivation than by the further enrichment of the opulent.”

— Amartya Sen

It is not the purpose of the book to discredit every claim of progress that is part of the New Optimist arsenal, not least because in most cases (with the notable exception of poverty), it’s not the data that is the problem: it’s the story behind the data. Thankfully, the progress narrative commits a glaring causal fallacy that means its main claim — that capitalism leads to economic growth and economic growth leads to socio-economic development — can be debunked in a single stroke. Take this particular statement from Norberg, which attributes the very real improvements in education attainment in India to the economic opportunities provided by markets to families to send their children to (private) school:


Development has also given parents an incentive to school their children. If there is a greater chance that your children will live a long life, with opportunities of finding well-paid jobs, it makes more sense to spend resources on giving them several years of schooling. As Kaushik Basu, then an advisor to India’s government, pointed out in 20212, most of India’s rapidly increasing literacy rate is the result of parents deciding to spend more directly on their children’s education: “Ordinary people realized that, in a more globalized economy, they could gain quickly if they were better educated”.51



Unfortunately, Norberg has his causality wrong. It is not economic growth that improves education — it is education that improves growth. And these education outcomes were largely achieved long before many of these third world countries embraced liberal capitalism. In fact, it is now widely recognized that the single greatest driver of education in the world is to not be ruled by a colonial power. Contrary to claims by colonialism apologists, the liberal European powers that imposed their rule over much of the world during the nineteenth and twentieth centuries did not make particularly strenuous efforts at boosting educational outcomes. In India, for example, the literacy rate was just 5.4% in 1901, the earliest date calculated while still a British colony. This had improved to just 18.3% in 1951, the first census after independence.

What followed afterwards was exactly the opposite of what Norberg would make you make you think about the dysfunctional quasi-command economy that characterized India up until its early 1990s liberalizing reforms: literacy rates skyrocketed, reaching 64.8% in 2001, all the more impressive considering the country’s much larger population in the second half of the twentieth century (Figure 3.15). In absolute terms, more Indians became literate in any single decade after 1951 than in the half century before that. This was almost entirely to do with state-led efforts to boost education, certainly not a small feat for the second most populous country in the world, and one which at the time was also one of the poorest.

But India is not the sole case of spectacular improvement. Most developing countries in the post-war era saw the value of improving education, particularly in the context of forging a post-colonial national identity, as one Brookings Institution report on the rise of mass education summarized:


It may come as a surprise to learn that over the last 200 years, both flourishing democracies and autocratic regimes have consistently placed a great deal of importance on schooling, just as countries with robust and expanding economies invested in schooling as eagerly as countries with stagnating GDP figures. In fact, the gains in schooling from 1950 to 2010 were nearly equal between the most and least corrupt countries, the most and least democratic, and those with the largest and smallest levels of economic growth.52



Figure 3.15: What independence does to your literacy rate
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Notes: Education levels in India only took off after independence in 1947 after negligible increases throughout much of the early part of the twentieth century. The period between 1901–1941 is based on the crude literacy rate, which includes the population aged 0–6 years since effective literacy rates were not calculated. This understates the effective literacy rate by around 1–1.5 percentage points during that period (example, the 1951 crude literacy rate was 16.7% compared to effective literacy rate of 18.3%). Note the “lost decade” in the 1940s, the result of World War II, the violence related to the partition with Pakistan in 1947, and the largely man-made Bengal Famine of 1943 while still under British rule. Source: Census of India 2011.

It also doesn’t help the New Optimists that the economic system they most despise — socialism — tends to be much better at improving a country’s education than capitalism. Communist Cuba, for example, has higher mean levels of schooling than Latin America’s richest country, laissez-faire darling Chile. Vietnam also has similar levels of schooling than neighboring Thailand despite having only a third of its GDP per capita.53 Although they have lower levels of educational spending per head, the former communist bloc countries of eastern Europe beat out many of their richer western European peers in the OECD’s PISA school rankings.54 The Indian state of Kerala, run under a quasi-socialist/communitarian development model, has the country’s highest literacy rate at 93.9%. Neighboring Karnataka, whose capital Bangalore is known as “the Silicon Valley of India”, has a literacy rate of just 75.6%.55 Think about this the next time a tech company asks for tax breaks under the premise of improving the community (yes Amazon, that would be you).

Another case in point is water and sanitation. Once again it is claimed that as economic growth lifts millions of people in the developing world out of poverty they are able to afford improved facilities like clean water and indoor toilets. In fact, it is the other way around. According to the UNDP, “human development is more closely linked to water and sanitation than any other development driver, including spending on health or education and access to energy services” with estimates of one dollar of investment in the water supply yielding a $4.4 return, and for sanitation an even larger $9.1 return.56

Unfortunately, the economic returns to a country do not necessarily correlate with the returns to a firm which is why the private sector has contributed only a pittance to water and sanitation investment in the poorest countries. According to a 2017 study by the IMF, private-public partnerships (the preferred form of private sector investment in infrastructure) accounted for only about 0.4% of GDP among low-income developing countries (LIDCs) in the 2010–2015 period, and the bulk of this was in the more lucrative telecoms, energy, and transportation sectors, with water and sanitation receiving only a tiny share of the total (in contrast, it has received just over one fifth of total public sector investment in these same countries57). It follows that just like education, any improvement in water and sanitation outcomes in recent decades can mostly be attributed to public sector efforts via national governments as well as their multilateral donors.

There is an ongoing debate in economics over the extent of the impact of infrastructure investment on economic growth. Many studies suggest it is grossly overstated, although most of these are focused on advanced Western economies or rapidly industrializing ones like China which have already covered most of their basic infrastructure needs like water and sanitation.58 For those developing countries that haven’t, the ways in which these services unleash economic growth as opposed to being driven by economic growth should be obvious. For example, it is estimated that around 10% of the global burden of disease is driven by poor sanitation and unsafe water. In contrast, there is evidence that improving these services doesn’t just have a positive impact on health but also on gender equality, environmental safety, and education.59 Simply put, it’s impossible to imagine any country obtaining the rapid rates of economic growth and poverty reduction that the New Optimists present as proof of human progress if the water and sanitation hurdle isn’t crossed first.

As we have seen, capitalism has not been the principal driver of economic growth in the developing world: public sector investments in basic infrastructure and social services like education and healthcare have allowed countries in the developing world to be able to kick-start their economic growth and allow private markets to thrive. A 2018 UNCTAD development report (aptly subtitled “the free trade delusion”) made this clear, effectively debunking the narrative of private sector-led development that was prevalent during the 1990s:


[I]nfrastructure sectors are closely interdependent, and therefore it is critical that infrastructure development is approached systemically by the state, which is the only actor with the required political power and coordination capacity. Leaving the leadership role vacant and expecting the private sector to fill the gaps is likely to lead to an outcome in which a fragmented infrastructure landscape emerges, characterized by underinvestment, sectoral concentration of resources and persistently large infrastructure gaps … This implies a reversal of the sequencing suggested by the financing gap approach. Instead of starting with the identification of gaps between actual and needed investment for infrastructure, followed by rigid assumptions of government expenditure capacity, estimating private financing required and ending with project design strategies to attract private capital to fill in the gap, the start should be with a national development strategy.60



The evidence shows that there is no dilemma over which came first, the chicken (economic growth) or the egg (development): without the state, you have neither. And if one does have to choose, it is certainly the state laying the first egg. This disdain over any role that the state has in being the driver of economic development elicits an almost visceral reaction from free market advocates, particularly libertarians. Ridley, for example, pulls no punches when he defends the role of markets in the development story:


The astonishing enrichment of the world in the past 50 years, when extreme poverty has fallen from more than 50 per cent to below 10 per cent of the world population, could not have happened without free commerce and the innovation it delivers. No serious economist denies this. The liberalisation of world trade since the Second World War has been responsible for making the world not just wealthier but healthier, happier and kinder too. If that sounds incredible to millennials, then perhaps they should ask their professors to give them some less Marx-inspired reading matter.61



And yet there is increasing recognition in the mainstream economics literature that the state’s role in economic growth goes well beyond merely lifting people out of poverty. Economist Mariana Mazzucato’s brilliant and provocative book The Entrepreneurial State makes a thoroughly convincing case that, even in developed countries, many of the game-changing innovations of recent years like the technology behind the iPhone and Google’s search algorithm were developed or funded by the state due to its higher tolerance for risk than the private sector. Given the high risk involved with so many development initiatives, it should not be surprising that the state is required to undertake them.

There is always a temptation of resorting to a false dichotomy between markets or the state to decide which is preferable to the other. The real question should be how to recognize which human needs are best served by markets and which ones aren’t at different levels of development. New Optimist libertarians like Norberg and Ridley will continue peddling the notion that we owe progress almost entirely to private sector ingenuity, perpetually having to jump the hurdles placed by rapacious and inefficient bureaucracies. During the era of market-driven development thinking in the 1980s and 1990s, this idea was taken as a dogma of faith. However, we should know better than to take this simplistic narrative as the sole explanation of the complex, multi-dimensional phenomenon that is economic development, one that still has no definitive formulas for success as any level-headed and not ideologically-driven development expert will attest.

There is some good news. The recent backlash against “philanthrocapitalism”, once praised as the cure to all that ailed the world’s poor, is in large part because many of these resources have been misspent on high-profile, self-promotional “wins” such as eradicating diseases with low health burdens while bigger but less flashy killers remain unresolved.62 In a (likely unwilling) concession to Mazzucato’s central thesis, one recent Financial Times article complained about the difficulty in mobilizing private capital in the battle against malaria which, despite considerable advances still kills nearly half a million people each year. Quoting the global coordinator of the President’s Malaria Initiative (part of the same Global Fund that finances the US’s AIDS effort), “when we see some early successes, it will be easier to generate more [private sector] interest”, these successes implicitly expected to come from less risk-averse public efforts.63

Although some New Optimists do better than others in preaching the gospel of optimism as a de-politicized phenomenon, for the most part it’s not too hard to read between the lines. Uncritical readers of the progress narrative will be satisfied that the facts fit the narrative, but will probably not make much of an intellectual effort to dispute the narrative itself. Nothing does more of a disservice to understanding the causes of human progress than such credulity. Consequently, that we have fallen short of what we could have achieved in terms of addressing many global socio-economic needs is all the more egregious considering that we are hardly lacking the technical and financial means to do so.

The UNDP, for example, calculates that the cost of achieving universal coverage of water and sanitation would be $53 billion a year over a five-year period, equivalent to barely 0.1% of global GDP.64 There also seems to be an implication by the New Optimists that we are on track to eradicate extreme poverty by 2030, the deadline set by the UN for its latest Sustainable Development Agenda. Norberg notes that the original 1990 target to halve global extreme poverty by 2015 was met five years early, so why couldn’t we end it for good by 2030?65 Yet development experts (and to his credit, Roser) are not so optimistic, with recent studies suggesting that between fifty and sixty countries are unlikely to meet this target. Around thirty are so “severely off-track” that one in five of their inhabitants may still be mired in extreme poverty by then.66 One can only imagine the outlook if a less generous poverty line was chosen.

It is also necessary to recognize that we live in a world where it is poverty that needs to be explained, not wealth. Pinker believes otherwise, claiming that “In a world governed by entropy and evolution, [poverty] is the default state of mankind”.67 This could not be further from the truth. In a world where the average GDP per capita is equivalent to that of the US in the late 1970s,68 one has to question why close to half of humankind still lives in some degree of deprivation or destitution. Or more egregiously, why poverty (in its own peculiar but no more dignified form) exists in the West where GDP per capita averages over $30,000, a level that should be enough to give any human being a life devoid of scarcity. And yet that is far from the case, particularly when one considers how so many of the victories achieved against poverty have been by swimming against the currents that allegedly brought us this progress. As Lasch observed:


If the many now enjoy some of the comforts formerly restricted to the few, it is because they have won them through their own political efforts, not because the wealthy have freely surrendered their privilege or because the market automatically assures abundance for all.69



Perhaps the fact that millions of avocado toasts are being sold as house prices balloon out of reach is proof that maybe we shouldn’t trust market choices for their own sake, regardless of whether one believes that the fault lies with millennials’ consumption patterns or out of control, unregulated real estate markets. Or perhaps it’s the fact that economic growth in developing countries seems to detonate only after the public sector has made the necessary investments in education, health, and infrastructure which allow market forces to thrive. Preferably when rich Western countries keep their hands off as well. But in the end, perhaps we’re better off not assuming there’s a magic formula for progress after all, and that a single narrative cannot convincingly explain the very real advances of modernity if its intention is to ignore the very real needs that we could have already met.


PART II:

PROGRESS AND THE CRISIS OF LIBERALISM


CHAPTER FOUR: MASTERS OF PUPPETS

It Can’t Happen Here

“Before referendum day, I said the winners would be those who told the most convincing lies. Leave did.”

— Paul Flynn (Former Labour MP for Newport West)

If historians one day look back to pinpoint the day that the liberal democratic consensus began unravelling, the date chosen is likely to be June 23rd, 2016. On that day, Britain went ahead with its referendum on whether it wanted to remain or leave the European Union. Contrary to nearly every poll that predicted a narrow but confident win for the remain campaign, voters decided by a margin of 52% to 48% to leave. What followed has been a three-year long tragicomedy that has humiliated one of the world’s oldest liberal democracies and which, until recently, had been seen as one of the most reasonable polities in the West.

In retrospect, it should have been obvious that the leave camp had more going for it than the pollsters gave them credit for. Many Leave voters were enraged over how European laws and regulations were stifling British businesses, even though they would struggle to name a single one; how Westminster was subject to the whims of unelected officials and bureaucrats in Brussels; how immigrants were stealing jobs, overcrowding hospitals, and ruining the fabric of society; and how some of these immigrants were probably terrorists as well, notwithstanding the fact that most terrorists in the UK have been British-born or rasied or came from non-EU countries.1 In contrast, the Remain campaign put up a largely dispassionate facts-and-figures effort based around economic fearmongering rather than actually highlighting the benefits of EU membership. “Factfulness” lost.

According to one popular narrative, Brexit was a vote against the establishment. Brexiteers were said to be mainly white, working-class Britons from counties that had suffered the most from the decades-long stagnation of living standards and later suffered the brunt of post-global financial crisis austerity. But others noted that Brexiteers tended to display a set of common views described as “authoritarian populist” when polled on various questions such as the desire for a strong and tough foreign policy, negative immigration sentiment, their attitude towards human rights, disapproval of the EU, and dissatisfaction with democracy.2 Some studies even linked Brexit sentiment with issues that had nothing to do with the Brexit debate at all, such as support for the death penalty, disciplining children and whipping sex criminals, and concluded bluntly that “the Brexit story is mainly about values, not economic inequality”.3

The story largely repeated itself across the Atlantic just a few months later with the election of Donald Trump on November 22nd 2016. Many studies have observed the same economic resentments as well as right-wing authoritarian values present among Trump supporters as those who voted for Brexit. But the rot has not stopped there. Europe now has far-right populist governments in Hungary and Poland, and briefly had them in Austria and Italy too. Far-right parties have also gained ground in many other countries including in Germany, arguably the country that has done more than any other in the world to purge extremism from its society given its Nazi past. Britain has recently joined the ranks, having selected one of the three horsemen of Brexit, Boris Johnson, as Prime Minister in July 2019 and showing that the reactionary, xenophobic rot in the ostensibly center-right British Conservative Party runs deep.

But this is not just a Western phenomenon, it is global — with countries as disparate as the Philippines and Brazil also turning to the far right and proving that the narrative of white working-class discontent combined with anti-immigration sentiment is not the sole explanation for the appeal of these leaders. At the time of writing, nearly 900 million people live under a government led by a leader that was elected under a right-wing populist platform in the last decade.4 If one adds India’s Hindu nationalist prime minister, Narendra Modi, to this list, the total swells to around 2.2 billion people — almost a third of the planet’s population.

Table 4.1: The new wave of far-right populism

[image: image]

Notes: This only includes governments elected in the twenty-first century which have followed the current template of “new right” anti-establishment populism and does not include other right-wing autocratic governments such as those in the former Soviet republics. The Austrian government of Sebastian Kurz suffered a vote of no confidence in May 2019 and was removed from office. Matteo Salvini in Italy pushed a vote of no confidence in August 2019 against its coalition partner that spectacularly backfired as a new coalition was formed that forced Lega out of the government. A counterpart to these movements can be seen in the recent left-wing populist governments of Greece (Syriza, 2015–2019) and Mexico (Morena, 2018). Source: Wikipedia.

This overall figure tends to be underplayed by the fact that almost all of these countries are democracies. This is in the sense that they have legislatures and judiciaries that are at least notionally independent (the latter have been increasingly threatened in some cases like Hungary and Poland) and that they undertake regular elections, even if they are questionably free and fair. Many of these leaders will probably be voted out just as easily as they have been voted in, or lose power through other means as is the case with Austria’s Sebastian Kurtz and Italy’s Matteo Salvini. But those are the lucky ones: it’s not hard to see leaders like Turkey’s Recip Erdoğan or Hungary’s Viktor Orbán overstaying their welcome.

The state of democracy turns uglier when one adds countries that are outright authoritarian (i.e. no electoral processes at all), or democracies that are so unfree or illiberal that they cannot be objectively called democracies by most standards. This adds 1.4 billion Chinese to the list, as well as another 225 million from Putin’s Russia and other former Soviet republics, and 370 million in monarchies, Islamist theocracies, and other assorted dictatorships in the Middle East and North Africa. Over a third (350 million) of sub-Saharan Africa’s population lives in countries where democratic freedoms are not guaranteed. Adding up all the countries considered authoritarian or not free by two leading annual rankings of democracies, Freedom House’s Freedom in the World and the Economist Intelligence Unit’s Democracy Index (which I have previously worked on), the total number of people living in a state of unfreedom on planet Earth is 2.5 billion out of 7.5 billion human beings. Just under one billion people (one out of eight) currently live in a country considered by these indices to be a democracy and that is not currently governed by a far-right populist leader either (Figure 4.1).5

Figure 4.1: Unfreedom around the world
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Notes: only the countries in the lightest shade of gray are considered democracies by both the EIU and Freedom House indices and also not currently governed by a right-wing populist government. Authoritarian countries are those considered as such by both indices. Sources: Economist Intelligence Unit, Freedom House, Wikipedia. Map made with mapchart.net.

Not that this is a picture one would recognize from reading the New Optimists. Roser’s Our World in Data paints a rosy picture of the democratization of the world, mostly due to his preference for using number of countries rather than total population as the default visualization of his charts, which is exactly the opposite from his preference in respect to relative over absolute poverty.6 His use of the Polity IV dataset is also somewhat problematic as it is skewed towards the state of electoral democracy and does not incorporate elements of liberal democracy (civil rights, public attitudes, and so forth) which the Freedom House and EIU indices do consider. The result is that Roser’s data has countries like Nicaragua and Turkey as democracies, and many others including Russia and Venezuela as “open anocracies” (a democracy with authoritarian features), which seems to limit the concept of dictatorship only to its most extreme examples. Over half the world lived in a democracy in 2015 according to Roser, the rather dated cutoff year for his charts at time of writing. What’s worse, he suggests that just one country is to blame for the persistence of authoritarianism in the world today: “4 out of 5 people in the world that live in an autocracy live in China”. With Chinese president Xi Jinping recently appointed “leader for life”, it looks like Roser’s charts will have an ugly red stain for a long time.

There is not a single narrative that explains the crisis in liberal democracy today, but the rise in illiberal and anti-democratic sentiment around the world is seriously putting into question the notion of increasing democratization. The failure of New Optimists to explain this crisis should not be surprising given how little effort they dedicate to discussing democracy with anything more nuanced than the headline numbers in democracy and freedom indices. Norberg was perhaps unlucky given that Progress was published just a few months after the Brexit vote but Pinker’s Enlightenment Now was in no small part written to counter the “dark vision of the current moment” promoted by leaders like Trump.7 Despite this, democracy is given a paltry fourteen pages in his 450-page book.

This chapter, therefore, is less about directly debunking New Optimist claims as it is an attempt to address a vitally important topic that they grossly neglect: understanding the root causes of this crisis, particularly if we are to see it either as a bump in the road of liberal democracy’s ultimate triumph or a far more serious threat that requires a more substantial reimagining of the way we engage in political life.

The Liberal Democratic Tension

“The best argument against democracy is a five-minute conversation with the average voter.”

— Abraham Lincoln

For those of us who have grown up with a liberal education and lived in countries organized under liberal values, it’s hard to find fault with the idea of liberal democracy. However, most people forget that democracy and liberalism are two distinct ideas that can each flourish in the absence of the other just as easily as they can (ideally) coexist. Democracy, in its most stripped-down definition, is simply the mechanism through which citizens elect their political leaders and participate in public life. Liberalism, however, refers to a particular set of values by which we define who counts as citizens (or even “people”),8 their relationship to the state and to political authority, as well as the rights and liberties they will possess regardless of which leaders are chosen.

Our standards for what counts as a liberal democracy have also changed over time. A century ago most liberal democracies barred women from voting, a restriction that would be rightfully considered barbaric and “illiberal” today. Some of the debates we have today, such as those on transgender rights, might appear contentious and divisive but future generations may look back and wonder how it was that many early twenty-first-century liberals were vociferously opposed to them. Which is why being liberal should not be equated with being progressive as so often happens in current political discourse, particularly in the US where the word “liberal” has ideological (left-wing) connotations. Many of today’s most outspoken liberals, not least those who are flaunting the progress narrative, sadly appear just as fixated on defending the baseline from further progression as they are against regress.

Political theorists have long understood the inherent tension in the marriage between democracy and liberalism. Democracy is about the spread and accumulation of power whereas liberalism is about limiting the power of rulers so that people can live freely. Limit government power too much and you have mob rule; limit it too little and you have an autocracy. When Plato warned that “dictatorship naturally arises out of democracy and most aggravated form of tyranny and slavery out of the most extreme Liberty”,9 he was laying the case against the concentration of power in the citizenry. Liberal theorists later interpreted this as the reason why government by representation, constrained by checks and balances, was necessary to prevent a tyranny of the majority or factionalist rule.

But the fundamental principle of liberalism as a political project is the idea that power and authority are not self-legitimizing. That in John Stuart Mill’s words, “the burden of proof is supposed to be with those who are against liberty”10 and that any restriction to liberty must be grounded in the need to prevent harm: “The only purpose for which power can be rightfully exercised over any member of a civilized community, against his will, is to prevent harm to others. His own good, either physical or moral, is not a sufficient warrant”.11 Only by achieving the political aim of liberalism can its philosophical project of promoting individual liberty be realized.

The need to strike the right balance between democracy and liberalism is problematic and in practice only very few countries have gotten it right. The triumph of democracy over communism after the fall of the Berlin Wall resulted in the emergence of dozens of newly democratic regimes that were decidedly illiberal in nature, given their weak protection of property rights, discretional application of the rule of law, violations of basic human rights and freedoms, and flaunting of constitutional protections on executive power. Despite being voted into power through (mostly) free and fair elections, many of these same governments found ways of perpetuating themselves in power through demagoguery, the clientelistic redistribution of resources, or by corrupting the very electoral processes that got them into power in the first place. In a seminal 1997 Foreign Affairs article warning about the rise of illiberal democracies (and which was undoubtedly a splash of cold water on Fukuyamist optimism), Fareed Zakaria warned of the risk of obliviating the “liberal” part of democracy:


If a country holds competitive, multiparty elections, we call it democratic. When public participation in politics is increased, for example through the enfranchisement of women, it is seen as more democratic. … But to go beyond this minimalist definition and label a country democratic only if it guarantees a comprehensive catalog of social, political, economic, and religious rights turns the word democracy into a badge of honor rather than a descriptive category.12



Three decades after the fall of the Berlin Wall, it has become painfully obvious that there is no guarantee that the transition from autocracy to electoral democracy is enough to nurture the forces of liberalism, even in the longer run. Democracy, after all, suffers from the political version of Karl Popper’s Paradox of Tolerance, which has it that tolerating the intolerant can lead to the latter imposing their intolerance13: autocrats can use democracy to gain power and impose autocracy, even if slightly disguised from outright dictatorship.

Zakaria believed that those countries with a liberal past (even if autocratic) were in the best position to turn into liberal democracies; he gave the example of the former constituent states of the Austro-Hungarian Empire — a liberal autocracy — most of which quickly matured into functional, stable liberal democracies. The illiberal democracy thesis has aged well in explaining not just the Lukashenkos (who is still in power) or Fujimoris of the 1990s but also the Dutertes and Bolsonaros of today. Yet it fails to explain the underlying discontent with democracy in Western countries with well-established liberal constitutional institutions. That is, the countries that Zakaria believed less likely to break. Hungary is a case in point.

Today’s political theorists appear to be just as stunned over how quickly liberal democracies have embraced far-right authoritarian populism as they were when seeing how so many new democracies failed to entrench liberal institutions during the last wave of democratization after the fall of communism. Since 2016 there has been a deluge of books from leading political thinkers attempting to explain what is wrong with liberal democracy and how to fix it. One of the most well-publicized has been Steven Levitsky and Daniel Ziblatt’s How Democracies Die, which argues that it is the loss of norms that ultimately dooms democracy regardless of how strong its constitutional frameworks are; these norms being the unwritten rules that bind political actors from taking any and all opportunities to undermine their opponents.

Levitsky and Ziblatt are right to identify Newt Gingrich and the “Republican Revolution” of the 1990s as the harbinger of a new style of uncompromising politics by the Republican Party, which since the 1990s has shown a willingness to not play by the rules as evidenced by their recurring threats of government shutdowns, embracing of radical support bases like the religious right and the Tea Party, climate change skepticism, and a pathological subservience to corporate interests. All of this happened long before Trump even mulled over his presidential run, although the authors do correctly warn of how his pernicious influence in US politics will outlive his time in the White House: “Even if Donald Trump does not break the hard guardrails of our constitutional democracy, he has increased the likelihood that a future president will”.14 Certainly the toxic political atmosphere in post-Brexit Britain will be little better.

Although Levitsky and Ziblatt get the diagnosis right, their proposed cure for democracy fails for the same reason as Pinker, Norberg, and Roser’s more upbeat ones: a naivety over the ability of history to provide any predictive power on how to reverse these anti-democratic sentiments, especially considering that today’s political grievances are considerably different to those of interwar Europe. Just as Pinker’s insistence that people should re-embrace Enlightenment values is not a practical answer to illiberalism, hoping that democratically-committed rival parties can band together against authoritarian populists still fails to address the root causes of why these illiberal forces managed to gain such large support bases in the first place. The cure for this crisis must therefore be preventative.

Democracy might be the “worst form of government, except for all the others”, as Churchill famously quipped, but forcing citizens of liberal democracy to continuously vote for the bad parties only so that the worst ones don’t win remains a recipe for political dissatisfaction in the long run. Twenty-first-century democracy dies when political parties cease to present substantive alternatives to one another. And contrary to the belief that political competition provides an automatic incentive for good government, the oligarchization of democracy is remarkably easily, particularly in societies where the line between political power and economic power is blurred.

The Path to Oligarchy

There is no shortage of literature on how democracy morphs into oligarchy. One of the classic accounts comes from German sociologist Robert Michels, who famously spelled out the Iron Law of Oligarchy. This law states that any organization naturally tends to descend into oligarchy over time, since the larger it gets the less effective direct democracy is in governing it. So regardless of how democratic it is at the beginning, eventually a “leadership class” develops which perpetuates itself through the hereditary transmission of power, much like an aristocracy although not (usually) on familial lines. In Political Parties, Michels wrote:


No one seriously engaged in historical studies can have failed to perceive that all classes which have ever attained to dominion have earnestly endeavored to transmit to their descendants such political power as they have been able to acquire. The hereditary transmission of political power has always been the most efficacious means of maintaining class rule.15



Ironically enough, the originally socialist Michels chose the dubious path of emigrating to Italy to join Benito Mussolini’s Fascist Party. If he lived today, there is little doubt he would probably be a Trump supporter or a Brexiteer. By his own logic, it was through the populist appeal of the demagogue that a direct link between power and the working classes could be established without diluting the revolutionary motivation that can trigger political change. Otherwise, ostensibly “radical” reformist parties naturally gravitate towards moderation if they seek to gain political representation through the very system they seek to challenge. This is known as Moderation Theory, which states that radical groups that seek political representation must moderate their radical policies to have mass electoral appeal and also to avoid appearing as a challenge to the state which would lead to repression. This is why many former rebel groups mellow out once they turn into political parties.

One of the recurrent disenchantments in politics is that in the rare case when one oligarchical establishment is brought down, its successor ends up perpetrating many of the same vices and essentially becomes that which it aimed to replace. This is why revolutions tend to be disappointments, either leading to chaotic vacuums of power as competing groups vie for political dominance, or the reestablishment of either authoritarianism (at worst) or some form of corrupt or weak democracy (at best). Vilfredo Pareto, an Italian economist and sociologist, studied this phenomenon early in the twentieth century and concluded that “history is a graveyard of aristocracies”. Political oligarchies, which he referred to as the governing elite, were in a constant state of circulation as one elite eventually replaced the previous one:


In virtue of class-circulation, the governing elite is always in a state of slow and continuous transformation. It flows on like a river, never being today what it was yesterday. From time to time sudden and violent disturbances occur. There is a floor — the river overflows its banks. Afterwards, the new governing elite again resumes its slow transformation. The flood has subsided, the river is again flowing normally in its wonted bed.16



Pareto saw the beginning of decadence as being the moment that elites used bargaining and concessions to maintain their rule, which indeed kept them in power for longer. Sometimes even for centuries. Creating this form of clientelistic dependency certainly works as well now as it did during Pareto’s time and largely explains how easy it is to maintain fundamentally illiberal democracies with only the vestige of free elections (the parties change, but the elite stays the same). A case in point is how resource-rich developing countries tend to be less politically stable — there is more wealth for elites to hoard and, consequently, a higher reward for removing those elites from power.17 But eventually, a sort of entropy takes place among the governing elite whereby the decadent elements fail to give way to more capable ones from the non-governing classes. At some point the system breaks, and violent revolutions take place as the lower strata overthrows the oligarchs and turns its fittest elements into the new elite.

The purpose of oligarchy isn’t just the perpetuation of power, but the capture of economic rents. In an autocracy, or an extremely corrupt illiberal democracy, this is straightforward: the ruling class is able extract these rents directly from private individuals, usually in exchange for political favors which in turn blur the lines between political and economic power. Governments that systematically engage in this behavior are known as kleptocracies and there is no shortage of them in the developing world. Some are led by individual strongmen, like Indonesia’s Suharto, who Transparency International estimates may have stolen between $15 to $35 billion for himself and his family.17 Others like Mobuto Sese Seko of Zaire did so despite ruling over one of the world’s poorest (but resource-rich) countries.18

In other countries it is less personal. The entire political class is in on it, and there is a broad understanding that personal enrichment is an intrinsic part of political life. My country, Mexico, is a perfect example of this structuralized form of kleptocracy, engrained in popular sayings like “If you don’t cheat, you don’t get ahead” or, in reference to the party that was in power for over seventy years (the PRI) and that largely established Mexico’s modern political system, “The PRI steals but lets you steal”. And in others like Russia, kleptocracy is self-sustaining when you a mutually reinforcing interest between economic elites and rulers in keeping it going.19 But in liberal democracies, oligarchy is much more insidious. The facade of democracy and rule of law, after all, must be preserved.

Even so, it is not enough to consider a society captured to a greater or lesser degree by rent-seeking interest groups to be fully oligarchic insofar as political parties offer reasonable alternatives to each other; one of these alternatives being at the very least the promise of finding counterweights to these interest groups’ political influence. This would typically be the duty of left-of-center political parties, most of which notionally exist to represent the interests of the “have-nots”. By far the most powerful anti-oligarchic force of the last century has been organized labor, i.e. unions. However, their relationship with the left is often misunderstood; it is less the case that the left depends on unions so much as unions depend on leftist parties as their only option for political representation. This makes them, particularly in the current moment, far less politically powerful than they would wish, or than conservatives fear. Political scientist Elmer Eric Schattschneider explained this in The Semisovereign People:


Republican critics of the Democratic party like to portray the Democratic party as the slave of organized labor. Actually, labor usually has no place else to go. As long as it thinks elections are important, it must support the Democratic party generally.20



Schattschneider was one of many contemporary US political scientists who noticed the emerging oligarchization of US politics in the 1950s and 1960s, and how it was beginning to corrode democracy. One of his most elegantly phrased observations in the same book was on how the self-serving nature of interest groups didn’t actually contribute to but subtracted from democratic pluralism: “The flaw in the pluralist heaven is that the heavenly chorus sings with a strong upper-class accent”.21 Just a few years earlier, in The Power Elite, sociologist C. Wright Mills described the US power structure as a triumvirate composed of overlapping “political, economic, and military circles” whose decisions defined national events. This sentiment was echoed by no less a figure than the US president himself, Dwight D. Eisenhower, who in his farewell address in 1961 famously called out the “military-industrial complex” as well as a bloated Federal government as threats to democracy. Eisenhower was a Republican, which also goes to show just how far to the right our tolerance of oligarchies has shifted; no post-Reagan Republican would have dared uttered such a phrase.

One of the most well-known theoretical frameworks of how special interest groups corrode democracy came from economist Mancur Olson, in his 1982 classic The Rise and Decline of Nations, written at a time when the US and Britain were suffering from prolonged periods of economic stagnation and political dissatisfaction. Olson’s thesis (largely adapted and expanded from an earlier book, The Logic of Collective Action) was that democracies had heterogenous interests which in turn lead to the formation of collective action groups to protect those interests.22 Many of these groups, which he called encompassing coalitions, would be broad and potentially lead to improved economic outcomes for the whole but would suffer from being too large and difficult to organize. Their size would also make the marginal benefits to each member quite small.

In contrast, rent-seeking distributional coalitions would be smaller and better organized, but would lobby entirely on their own behalf to the detriment of society; for example, by convincing governments to tolerate uncompetitive economic practices like cartelization and protectionism. This would provide disproportionate marginal benefits to their smaller number of members. In his description of distributional coalitions, Olson was thinking not just about industry lobbying groups but also unions. Olson’s less benign view of unions was undoubtedly shaped by the fact that by the 1970s, unions in some countries like the UK had become highly combative and were arguably making the country increasingly ungovernable, as evidenced by the “Winter of Discontent” in 1978–1979 which led to many voters swaying towards Thatcher.

Perhaps the most controversial aspect of Olson’s thesis is that the accumulation of distributional coalitions would increase in democracies with greater long-term stability. His main evidence for this was the stagnation seen in UK in the post-war period compared to booming France, Germany, and Japan, all of whom had suffered from severe political disruptions as a result of World War II that wiped out many of their pre-war interest groups. But many critics of Olsen noted that while The Rise and Decline of Nations was being published, the US and UK were undergoing profound political and economic transformations under Reagan and Thatcher that would lift them from their 1970s stupor, even if the gains would not be distributed evenly across society.

On the one hand, this would appear to confirm one of Olson’s original beliefs: that only a pure laissez-faire state, or an autocracy, could prevent rent-seeking, and this was as close to laissez-faire as any countries have come. But on the other hand, the rise in economic inequality that began with the Reagan and Thatcher revolutions also suggests that rent-seeking behavior by distributional coalitions simply got worse once one group of these coalitions, the unions, were neutered. This meant that there was little challenge to the deregulatory and liberalizing efforts of industry lobbies. This was most obvious in the Anglo-Saxon world — particularly the US — and made them something of an oddity in the West: societies where the rule of law was firmly established but with much more unequal economic outcomes relative to countries with similarly strong institutions, such as in continental Europe, where most governments retained strong redistributive mechanisms that contained the excesses of laissez-faire throughout this period (Figure 4.2).

What happened in the US and UK coincided with a right-wing shift of the left into the so-called Third Way politics of the Democratic Party under Bill Clinton and Labour under Tony Blair. The Third Way left did little to reverse the assault on unions that began under Thatcher and Reagan and instead squarely sided with the free-market agenda that mainly benefited those who profited from organized labor’s demise. One particular element of Third Way policies that would prove immensely damaging was its fetishization of finance, a sector that had been heavily regulated since the Great Crash of 1929 but which from the 1980s was gradually freed from its shackles. Not surprisingly, they began gaining a larger share of the economic pie — and with it, influence over political affairs (Figure 4.3). While the biggest swings of the deregulatory axe took place under Reagan and Thatcher, further dramatic changes took place under Third Way governments such as the repeal of the Glass-Steagall Act under Clinton in 1999 which had banned commercial (i.e. deposit-taking) banks from undertaking much riskier investment bank activities.

And so on the eve of the global financial crisis, voters who had been fed the idea of being “free to choose” (the title of a popular 1980s television series by economists and free market advocates Milton and Rose Friedman), had no such freedom when it came to determining economic policy in politics. Few things symbolized this better than the Economist’s headline urging readers to “vote Conservative” in 2001… for Tony Blair.23

Figure 4.2: The institutionalization of corruption
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Notes: The link between inequality and corruption is not particularly strong within the OECD, but something can definitely be said about the fact that all Anglo-Saxon countries (shaded in black) tend to cluster above the trend line, and all the Nordics (shaded in gray) below it. The US certainly finds itself exactly in the place you would expect a rich plutocratic country to be: the top left quadrant where inequality and the rule of law coexist. OECD developing countries (Chile, Mexico, and Turkey) have been omitted. Sources: Transparency International, World Bank.

Figure 4.3: Finance grabs a bigger share of the pie
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Notes: At some point in the early 2000s, the financial sector was gobbling as much as 40% of all corporate profits in the US, with the average during the current decade being over a quarter. In contrast, employment in finance is only around 7% of total private sector employment. Source: St Louis Fed FRED.

Olson unfortunately died in 1998, but his ideological shift away from laissez-faire later in life would have probably deepened had he realized just how disproportionately powerful the financial behemoth had become at the start of the twenty-first century. He would have also been aghast at the Silicon Valley tech companies that were then in their infancy (Google was founded just a few months after his death), but which would grow to become yet another overly powerful distributional coalition that the US government has not had the courage to contain. Recent vindication of Olson’s views was a 2014 study by political scientists Martin Gilens and Benjamin I. Page which, using a statistical set of 1,779 policy issues, concluded that theories of economic-elite domination and organized interest group influence best explained the outcome of political decision-making. In other words, the US is a plutocracy:


When a majority of citizens disagrees with economic elites or with organized interests, they generally lose. Moreover, because of the strong status quo bias built into the U.S. political system, even when fairly large majorities of Americans favor policy change, they generally do not get it.24



But it is not just on the economics front that the boundaries between left and right became blurred. On foreign policy, it is easy to forget after 9/11 that Republican George W. Bush initially ran his presidential campaign on a platform of US anti-interventionism after his Democratic predecessor’s dubious military adventures in Somalia, Bosnia, and Kosovo. His British counterpart and eager accomplice for the 2003 Iraq invasion, Blair, was (ostensibly) from the left. Immigration is another example. To be fair, the rhetoric behind immigration is undoubtedly different among the left and the right: Democrats in the US and New Labour in the UK championed the virtues of diversity and cosmopolitanism, perhaps not to the extent that most progressives would desire but certainly in ways that right-wing parties have not. But the right has made some concessions on this front, accepting the business case for “controlled” immigration, particularly for high-skilled occupations like bankers and IT specialists who are always in demand.25

On the ground, however, things have been different as evidenced by the fact that there is no clear partisan distinction when looking at trends in migration enforcement or the intake of permanent residents in the US (Figure 4.4). And you could be forgiven for believing that the following statement was said by Trump rather than who actually said it, none other than Bill Clinton himself:


All Americans, not only in the States most heavily affected but in every place in this country, are rightly disturbed by the large numbers of illegal aliens entering our country. The jobs they hold might otherwise be held by citizens or legal immigrants. The public services they use impose burdens on our taxpayers. That’s why our administration has moved aggressively to secure our borders more by hiring a record number of new border guards, by deporting twice as many criminal aliens as ever before, by cracking down on illegal hiring, by barring welfare benefits to illegal aliens.26



Figure 4.4: Immigration talk versus immigration walk
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Notes: There is no discernible partisan trend in terms of the scale of deportations (counted as the sum of “removals” and “returns”, with data beginning in 1927) as well as the number of new permanent residents (popularly known as Green Cards) which are used as proxies for the attitudes towards immigration enforcement and immigration respectively. The spike in Green Cards in 1991 likely corresponds to the passage of the 1990 Immigration Act, by a Republican president. Source: Department of Homeland Security, Yearbook of Immigration Statistics

Ultimately, the oligarchization of politics in many Western countries is not the fire that is slowly burning away at liberal democracy. But it is certainly its fuel. And it is amplified by the fact that on issues like economics, immigration, and foreign policy, major parties have more in common than they differ. When these issues carry divisive moral stances, like supporting foreign wars, it is clear that political compromise is undesirable and counterproductive to a healthy democracy. Little wonder that support of the 2003 Iraq War has clouded the political careers of so many Democrats and Labour MPs, or how Hillary Clinton’s closeness to Wall Street turned into a major liability in 2016. Ultimately, the inability to realistically choose between political alternatives makes a mockery of the pluralism that is the bedrock of democracy. And that the fair and just society, which liberal democracy claims to deliver, is violated by the ways in which political power increasingly exists to serve economic power.

But in the New Optimist universe, none of this should make a difference. Displaying the very same condescension that he claims is the hallmark of progressive intellectuals, Pinker goes on to slam the democratic voter as “ignorant not just of current policy options but of basic facts”, only to later claim this doesn’t even matter since parties rarely listen to their constituencies anyway.27 Instead we are left with a “minimalist” conception of democracy, whose “main prerequisite is that a government be competent enough to protect people from anarchic violence so they don’t fall prey to, or even welcome, the first strongman who promises he can do the job. (Chaos is deadlier than tyranny.)”28 If only it were so easy to keep citizens satisfied and ensure democracy survives.

Failing Expectations

To paraphrase the famous opening like of Tolstoy’s Anna Karenina, “All happy citizens are alike; each unhappy citizen is unhappy in their own way”. Look at the supporters of right-wing authoritarian populists in the West and you will see one or more attitudes that reinforce the appeal of illiberal demagogues: uncertainty about the future, a feeling of a loss of control over their lives, unease over changing social hierarchies, and a rosy retrospection over a past that never was. To this must be added the amplifying effects of social (and cultural) dislocation, due in no small part to the individualization of communal relations as well as the gradual dissolution of basic social structures and values by market forces, particularly those that prioritize individual competition in most aspects of life.

These are not new trends. In Bowling Alone: The Collapse and Revival of the American Community, political scientist Robert Putnam noticed the decline in US social capital as evidenced by trends in group memberships, voting turnout, newspaper readership, and trust of government. The title itself is based on his own anecdotal findings that Americans were frequenting bowling alleys more than ever but were largely doing it alone rather than joining local leagues, as was the norm in the past. Somewhat controversially, Putnam blamed television for much of this decline, to which his critics replied that an earlier generation had said the same about radio. But his observation that “social capital may turn out to be a prerequisite for, rather than a consequence of, effective computer-mediated communication” will strike a chord with those who believe that the emergence of social media in an age of depressed social capital is a disastrous combination.29

Following Putnam’s observation, we could well be fooled by walking into a bowling alley today, noticing that it’s full, and naturally conclude that fears over declining social capital is yet another example of irrational pessimism. This same argumentative fallacy is used by the New Optimists in claiming that people are happier today than they’ve ever been, the weapon of choice being the inappropriately named “happiness” indices, which are part of Roser’s progress narrative in Our World in Data.30 Most of these indices don’t actually measure happiness but rather life satisfaction as measured by the Cantril Ladder, which asks respondents a question along the lines of Think of a ladder, and on a scale of 0 to 10 in possible life outcomes how high on the ladder do you find yourself?

By most accounts, global life satisfaction has been on the increase since these surveys began, particularly those that go back decades. Furthermore, the effect is strongly correlated with income, though it tends to taper off at the higher ends. In other words, there appears to be a limit to just how much money can buy happiness once the basic needs of a good life are met. This puts into question the analytical value of such a measurement, and makes it fail at offering any useful policy prescriptions.

Figure 4.5: Mo’ money, mo’ happiness?
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Notes: This chart plots all World Happiness Report countries’ reported life satisfaction scores across time. New Optimists like to show this chart using logs of the GDP per capita, which shows a straight upward trajectory between life satisfaction and income. In reality, life satisfaction tapers off with more money. In fact, the majority of countries that score higher than 7 on the life ladder tend to have average incomes below $50,000, and almost all countries above $70,000 have life satisfaction levels below what would be statistically expected of them. A sobering result for aspiring billionaires. Source: World Happiness Report 2019.

If marriage improves life satisfaction, as some studies claim,31 should we promote enforced monogamy? If religion has the same effect, should we discard secularism?32 Are there environmental consequences to greater life satisfaction? Roser’s Oxford colleague, economist Frances Stewart, highlights the problematic nature of maximizing this concept of happiness:


Current levels of happiness may be achieved at the cost of future generations whose happiness, by definition, cannot be assessed. Intergenerational problems have come to the forefront as a result of present environmental threats, and it is critical that we adopt measures of progress which take this into account. There is also an ‘adding up’ problem: measures of happiness invariably consist of individuals’ rankings of their situation, and therefore cannot be added up in the way income can. This makes it impossible to generate a legitimate societal measure, yet this is precisely what the happiness gurus do.33



Thankfully, happiness researchers have expanded their focus to include more useful political questions including the rise of far-right authoritarian populism. As a sign of the times, the UN’s World Happiness Report for 2019 included a whole chapter on it, which quoted studies that showed strong correlations between low levels of life satisfaction and the tendency to vote for far-right populists and parties in the US and France, as well as support for Brexit in the UK.34 There have also been very robust associations between low life satisfaction and far-right authoritarian values such as anti-elite and anti-establishment sentiments, preference for strong leaders, low faith in democracy, and nativist views. But in most cases, the actual impact has been small despite the strength of the statistical correlation. For the Brexit vote, for example, the unhappy voters were only 2.5 percentage points more likely to vote leave, according to one study — a number too low to have swung the vote the other way. Furthermore, the decreases in life satisfaction that have preceded a surge in far-right support have been inconsequential when observed over a longer time span. Using life satisfaction to explain the rise of illiberal attitudes is therefore as problematic as using it as a justification for human progress.

Even if one were to take at face-value the New Optimist “proof” of rising life satisfaction leading to rising human well-being, it would be a mistake to de-politicize it by failing to ask the million dollar question of why more satisfied people are voting for far-right populists in the liberal West. It follows that there must be far more complex emotional components to political behavior that aren’t accounted for by life satisfaction. For example, while life satisfaction forces a respondent to evaluate their life as a whole, voting preferences have much more to do with a person’s state of mind around the time of the election and could be misled by perceived threats that do not necessarily impact their personal lives directly.

Wars and terrorist attacks, for example, tend to cause a transitory surge in support for right-wing candidates even if their new converts aren’t directly affected by them: George W. Bush’s popularity skyrocketed to over 70% at the start of the Iraq War, which means even a considerable number of Democrats who opposed the war suddenly favored him.35 A parallel can be made here with one of the examples of irrational pessimism given in Chapter Two: just as someone can feel that crime is out of control everywhere except their own neighborhood, so too can someone feel their life is satisfying while genuinely feeling disenchanted with their government, their political class, and the general state of affairs in their country. Perhaps liberal democracy is producing a generation of “satisfied malcontents”, rightfully angry that political elites don’t give them enough bread but enjoying the cake crumbs of liberalism (and capitalism) nonetheless.

The correlation between life satisfaction and income is also problematic since it would follow that there is an incentive for satisfied people to vote for radical candidates if they have less to lose financially but more to lose with intangible assets like their status on socio-economic and cultural hierarchies. This may explain why Trump obtained higher shares of support among higher-income voters than Clinton did,36 and why studies have shown that the leave vote in Britain was more prominent among the so-called “squeezed-middle” class than the working class, which goes contrary to popular myth of poorer voters shifting to the far right. One post-Brexit study referred to this group of people as the “intermediate class”, with many characteristics of the middle class but facing a unique set of socio-economic threats:


This intermediate class refers to “ordinary” families with intermediate or upper-intermediate levels of education, stable jobs, and median levels of income, but which nonetheless face an increasing challenge in maintaining their life-style. This term is preferred to the popularised understanding of class in the UK, which opposes the “working class” to the “middle class”.37



Emotion thus plays a necessary part in the discontent with liberal democracy and there is also a growing cottage industry of polls attempting to measure the state of positive and negative emotion (also referred to as “affect”) across countries and over time. Typically these are much less correlated with income, although they are strongly influenced by cultural factors: my region, Latin America, tends to top most of the positive affect polls (which begs the question of why a Latin American is writing such a pessimistic book like this), while Eastern Europeans report lower levels of both positive and negative affect across the board.38 Negative affect reflects the state of emotional distress in a respondent through feelings of anger, anxiety, and insecurity among others, all of which can be objectively affirmed or denied unlike the far more subjective self-placement on the Cantril Ladder. They are also better indicators for measuring a respondent’s state of mind at a specific moment in time. One particular emotional state that impacts negative affect is resentment (and the repressed shame that underlies it), which is tied to uniquely right-wing political attitudes. It appears absent from disgruntled citizens on the left, who tend to blame structural and institutional factors for their state of affairs:


Left-wing populists tend to blame neoliberal policies and the national and supra-national institutions (e.g., EU, IMF) enforcing policies that are suspected to increase injustice, inequality, and precariousness. This recruits emotions of indignation or anger that many might harbor on moral or ethical grounds. In contrast, right-wing populists’ anger and resentment are targeted towards refugees, asylum seekers, the long-term unemployed as well as at ethnic, religious, and sexual minorities and “cultural elites”. These emotions may also be rooted in perceptions of immoral or inappropriate behavior, but they are, so we argue, also driven by repressed shame because their targets likewise are perceived enemies of the precarious self.39



Overall, negative affect seems to be better than life satisfaction at explaining the rise of illiberal attitudes in Western countries on aggregate. It also ties in well with the social dislocation narrative. But there is still scant research on its exact impact on the rise of illiberal sentiment in particular countries, which means more robust conclusions cannot be drawn even if evidence does suggest it is increasing in the West on aggregate.40

Fortunately, more conventional explanations are better suited for other parts of the world which have seen a rise in far-right support. Latin America has a history of caudillismo, or strongman rule, that still runs strong among its citizenry particularly when they see strongman rule as the only solution to weak, corrupt democracies. The election of Jair Bolsonaro needs little explanation beyond the fact that Brazil was suffering from an economic crisis that wiped out around one-tenth of its GDP per capita between 2014–2016, as well as a series of corruption scandals that have tarnished the reputation of both traditional left and right-wing parties, and an endemic crime wave which has crept up over the course of the decade.41 Caudillismo in Latin America also transcends ideology: Venezuela’s Hugo Chavez was voted in after years of economic mismanagement from the country’s two main center-left/center-right parties which by the late 1990s were virtually indistinguishable from each other. Eastern Europe, arguably the region in the world that has more brazenly embraced far-right populism, can be understood in the context of a search for national identity after decades (arguably centuries) of foreign domination, coupled with a post-2009 crisis of legitimacy in the EU and a refugee crisis in 2015–2016 that hardened the region’s already highly xenophobic attitudes.42

In the end, it must be reemphasized that there is no single, dominant explanation for democracy’s discontents any more than a single indicator like higher life satisfaction can provide any validity to the progress narrative. One could be inclined to see the growing problem of mental health (which the World Health Organization predicts will be the leading global burden of disease in 203043) and “diseases of despair” like drug and alcohol abuse and suicide to argue the opposite; and under the logic of loss aversion, it would follow that it would be more preferable not to be mentally ill or despairing than it would to be highly satisfied with life.

While we cannot quantify the causes of the disenchantment with liberal democracy, we must recognize that the reasons are rooted in its failure to address the ever-increasing expectations of its citizens, whether these be economic or socio-psychological. Expectations that are ultimately the product of liberal democracy’s ever-increasing promises of a better life. All the books on “factfulness” and enlightenment will not change voter’s perceptions that liberal elites have overpromised and underdelivered. When the gap between what governments can provide and what their citizens receive widens for every self-serving political establishment that is rewarded with another stint in office, don’t blame voters (particularly those who haven’t read your books) for eventually calling their bluff. And don’t blame voters’ values either. These don’t change overnight and, if anything, are gradually becoming more liberal. Which suggests other underlying factors driving the rapid shift in political attitudes towards the far right.

The new illiberal autocratic challenge to liberal democracy is therefore vastly different from the challenges of the past. Fascism and communism were ultimately defined by what they aspired to be: radical, even utopian, reconstructions of society under entirely different values and ideals than what liberalism proposed. But today’s populists define themselves not by a new ideal but by the rejection of the old. Hungary’s Orban, arguably the prototypical far-right populist leader of today given that he was the first to emerge from a country with a liberal tradition, defined his national project along such lines in a 2014 speech:


[T]he new state that we are constructing in Hungary is an illiberal state, a non-liberal state. It does not reject the fundamental principles of liberalism such as freedom … but it does not make this ideology the central element of state organization.44



Perhaps it is fair to say they are anti-liberal more than they are illiberal. And thus, every failure in liberalism becomes their win. Which is why Western liberal leaders are adopting an essentially lose-lose strategy by pitting the current struggle against far-right authoritarianism as one between liberal and illiberal values. Insofar as these leaders comes to power because of a crisis within the liberal system rather than an outside challenge to it, the threat will remain.

This crisis has been a long time coming, precisely because the existence of outside challenges like fascism and communism obscured the many contradictions of liberalism which are becoming more evident in the twenty-first century. No better proof is how social media is fueling misinformation and right-wing extremism around globe, all the while liberal democracies appear powerless to contain the threat due to concerns that this would infringe on free speech and free enterprise. Even before social media came of age, the very notion of a free media — central to modern liberalism — was rendered moot once ideologically-minded billionaires became free to buy television networks or newspapers and transform them into their personal propaganda arms, as Rupert Murdoch has done so successfully in much of the Anglo-Saxon world. Technology currently favors the populist, not unlike the affordability of radios in interwar Europe also helped expand the reach of fascist demagogues.

With this in mind, it’s easy to see how autocrats like Putin feel emboldened enough to proclaim that Western liberalism is “obsolete”.45 One need not subscribe to his anti-democratic ideals to consider the possibility that he might be right in more ways than one. Knowing this, the question of human progress cannot be disassociated from the necessary discussion of whether liberalism as we know it can remain a suitable foundational political philosophy for modernity. But the political aspects of liberalism are only part of the story. The following two chapters will explore the other constituent half of the liberal project, capitalism, and how it is contributing to much of the current malaise in the Western world to which the advocates of progress remain in denial.

Figure 4.6: Populism in the age of liberal consensus
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Notes: This chart shows the rise of right-wing populism in Europe since the 1980s in contrast to the declining fortunes of left populism, although the latter has had a revival in the post-crisis period. Over 1 in 5 votes in European elections in 2019 went to populist parties. Source: Timbro Authoritarian Populism Index 2019 (www.populismindex.com).


CHAPTER FIVE: THE BIG MONEY

9 to 5 in North Korea

“The question will arise and arise in your day, though perhaps not fully in mine: Which shall rule — wealth or man? Which shall lead — money or intellect? Who shall fill public stations — educated and patriotic freemen or the feudal serfs of corporate capital?”

— Edward G. Ryan (Wisconsin Supreme Court chief justice, 1873)

Imagine that you were a South Korean citizen who, due to some hypothetical diplomatic arrangement, was forced to cross the border every weekday for half a day and live under the laws and the authority of your totalitarian neighbor, North Korea. Once there, you had to forget that you had any of the basic human rights that you were granted in the South, such as freedom of speech or freedom of association, much less any democratic rights such as electing your leaders. You would also have zero privacy since all your communications are being constantly monitored. Thankfully, North Korean criminal law didn’t apply while you were there — they couldn’t arrest you or put you in a detention camp — but they had full control over your life in every other way.

Being a good citizen in the North would involve obeying orders, deference to authorities, and acquiescing to their whims in order to avoid repercussions and hopefully be granted a slight improvement in your conditions. Every evening you would go back home to the South, although it was not up to you when to do so, since they could hold you in the North for longer every evening and tell you to come over even on days where you were scheduled not to. And although the government in the South preached the virtues of liberty, freedom, and the pursuit of happiness, they were happy to have millions of people like you slave away for most of their adult life in order to appease the North Koreans due to the dubious threat that they would unleash a nuclear Armageddon that would destroy the country.

If this sounds like an outrageous scenario, think again: you are probably living it. And that totalitarian state that you spent most of your day in is the modern capitalist firm. In other words, your job. At first glance you may scoff at such an unflattering depiction of your workplace. After all, many people have very fulfilling jobs and work in highly stimulating environments surrounded by intelligent peers. But if you do, you are one of the lucky ones. A very large proportion of working people do not have such favorable views of their employers or what they actually do in the job itself. In the US, for example, the most recent employee confidence survey by the Conference Board in 2019 showed that just over half (54%) of US employees were satisfied with their jobs — and this was the highest level in two decades.1 But the survey showed that some of the aspects of work life with the lowest satisfaction were promotion policies, bonus plans, performance review process, workload, and recognition/acknowledgement, all of these related in some way to feeling rewarded or valued. This comes despite being a country that waxes lyrical about its Protestant work ethic and which some evidence suggests is actually happier the more it works.2

The British, blessed with EU-mandated labor benefits (that Brexit might very well erode or dismantle), do a bit better: 64% satisfaction according to one recent survey from the Chartered Institute of Personal Development (CIPD).3 It should be mentioned that measuring job satisfaction is no less problematic than measuring life satisfaction (you can be satisfied with a mediocre job) but, thankfully, previous CIPD surveys asked more interesting questions. The Spring 2017 survey showed that only a net 35% of employees felt they were satisfied with the amount of influence they had over their jobs and a net 12% of employees felt that the organization that they worked for “inspired the very best in me in the way of job performance”.4

It should come as no surprise that workers don’t feel valued, since the modern corporation isn’t designed to promote job satisfaction but rather to generate profit for its owners — satisfaction is merely a byproduct for the lucky ones that work in a company that adequately rewards effort and provides meaning or purpose to the work being done. Unfortunately, the consequences of this are significant: the absence of job satisfaction is a strong predictor of mental health problems, including anxiety and depression, burnout, and self-esteem issues. One meta-analysis of the relationship between work life and mental health summarized the problem:


There is growing evidence that current trends in employment conditions may be eroding levels of job satisfaction — and directly damaging the physical and mental health of employees. New working practices and rapid technological advances are changing the nature of many jobs. Employees are regularly being required to work well beyond their contracted hours, often unwillingly, as organisations struggle to meet tight deadlines and targets. Work practices are becoming more automated and inflexible, leaving employees with less and less control over their workload. Many organisations are reducing their permanent workforce and converting to a culture of short term contracts or “out-sourcing”, increasing feelings of job insecurity. These trends have undoubtedly contributed considerably to the development of a “workaholic” culture throughout the UK and Europe—a climate which is impacting negatively on the levels of enjoyment and satisfaction employees gain from their work.5



That analysis was published in 2005 and the story has since gotten worse since, particularly in countries where labor law is designed with a minimal of workers’ rights lest they interfere with profits and productivity. The US workplace is particularly brutal. A recent study by Glassdoor, the online workplace comparison site, analyzed workplace benefits in fourteen European countries plus the US, and the result was unsurprising: the US scored an abysmal 0.3 out of a possible 10 with respect to various categories of paid leave and unemployment benefits (the UK scored just 2.9, while Denmark was highest at 7.8).6 What is worse is that modern technology has made it easier to promote a culture of being “always available”, for example, by having employees respond to work e-mails on their phones at any time of the day, and even when on holiday. As a recent article on the Harvard Business Review stated,


[T]o be ideal workers, people must choose, again and again, to prioritize their jobs ahead of other parts of their lives: their role as parents (actual or anticipated), their personal needs, and even their health.7



Work also kills. Less so in the old ways of dying in an industrial accident, but more through the grinding accumulation of stress and unhealthy habits that in the long run take their physiological toll, whether through heart attacks, strokes, or just dropping dead. The Japanese have a name for it — karōshi — which literally means “overwork death”, and in their first comprehensive survey of the problem published in 2016 listed ninety-six such deaths the year before plus ninety-three suicides and suicide attempts. That was only the tip of the iceberg. Japanese authorities also revealed that as many as 2,159 suicides in 2015 were partly work-related.8 This would represent nearly one in ten suicides, hardly an insubstantial figure, and the problem also appears endemic in many East Asian countries, including China and South Korea.9

Why does liberal democracy tolerate these excesses? This is a puzzling question to anyone who wonders why in the liberal world we have been so keen to expand individual rights and liberties in the public sphere but not in the private. Given that the workplace is the environment where most adult human beings will spend much of their waking life, the absence of these rights is a serious moral issue that needs to be addressed. It also has a practical dimension if the argument that the absence of these rights are essential for economic efficiency can be debunked. This question ultimately frames the larger ones that this chapter will address: Why does liberalism coexist so merrily with the un-democratic, disenfranchising aspects of capitalism? And is there truly no alternative to organizing productive activity in a free society than through the capitalist firm?

For those of us concerned that progress is not living up to its potential, answering these questions is vital to avoid the complacency of New Optimists and liberals alike. Because for all the talk about how capitalism has been one of the great engines of human progress in their narrative, there is virtually no discussion of how markets, firms, and entrepreneurs have achieved this. This chapter is about the very visible hand of capitalism and whether its contribution to progress is what the New Optimists claim it is.

Markets Behaving Badly

“Money and power are inextricably linked. And with power has come influence over the market mechanism. The invisible hand of the marketplace is connected to a wealthy and muscular arm. It is perhaps no accident that those who argue most vehemently on behalf of an immutable and rational “free market” and against government “intrusion” are often the same people who exert disproportionate influence over the market mechanism. They champion “free enterprise” and equate the “free market” with liberty while quietly altering the rules of the game to their own advantage. They extol freedom without acknowledging the growing imbalance of power in our society that’s eroding the freedoms of most people.”

— Robert B. Reich

Our discussion of economics in the twenty-first century must necessarily begin with the event that has defined it more than any other: the 2008-2009 global financial crisis. Economist Paul Romer once said that “a crisis is a terrible thing to waste” but it seems that only lip-service has been paid to the lessons we have painfully learned since. In stark contrast, the 1929 Great Depression saw a radical redesign of the US economy known as the New Deal and a growing consensus on how to govern the global economy, which eventually led to the so-called Bretton Woods system that lasted between 1944 and 1971. This period was characterized by economic policies that would seem heretical in our current policy environment: exchange rates were pegged to the dollar, capital flows across countries were tightly regulated, and institutions like the International Monetary Fund (IMF) served as a lender of last resort rather than as a global economic policeman. And yet global GDP per capita doubled in the quarter century after 1950 (the last post-war year with reliable global data), a pace that has not been exceeded in any comparable period since.10

The success of these policies is testament to the brilliance and far-sightedness of their main architect, the British economist John Maynard Keynes. Not only did the global economy grow at its fastest pace ever, but it was also at its most stable. Virtually no banking crises took place while the Bretton Woods system was in place and there was also a decline in the number of external debt crises (Figure 5.1). But aside from a few marginal attempts at re-regulating the financial system like the Frank-Dodd Act (now partly rolled back by the Trump administration), it has been business as usual for the global economy since 2008–2009. In November 2008, just weeks after the collapse of Lehman Brothers and still months before the global economy would hit rock bottom, US president George W. Bush remained steadfast in his belief that liberal capitalism was not up for criticism even in its hour of shame:


The answer is not to try to reinvent that system. It is to fix the problems we face, make the reforms we need, and move forward with the free market principles that have delivered prosperity and hope to people all across the globe.11



The irony that the global economy was saved thanks to state intervention — in the form of trillions of dollars in bailouts, guarantees, and stimulus by the US along with other governments — did not go unnoticed. But the intellectual disingenuity of defending this by later saying “I’ve abandoned free market principles to save the free market system” clearly did.12 The further irony of conservatives later calling his Democratic successor a “socialist” must also be put in context with the fact that Barack Obama was also a staunch supporter of capitalism and free markets, despite a knack for sprinkling his defense of it with idealistic rhetoric. As this 2014 speech at Northwestern University’s Kellogg School of Management revealed:


I actually believe that capitalism is the greatest force for prosperity and opportunity the world has ever known. I believe in private enterprise, not government, but innovators and risk-takers and makers and doers, driving job creation. But I also believe in a higher principle that we’re all in this together. That’s the spirit that made the American economy work.13



Figure 5.1 The post-war period was also more stable
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Notes: This chart shows the number of countries experiencing banking or external debt crises. Contrary to what the advocates of market liberalization would predict, the Bretton Woods system provided the most stable period in the history of capitalism and also its fastest growing. Source: Carmen M. Reinhart and Kenneth S. Rogoff (2009).

What has changed since the crisis is the opposition to capitalism. Whether it comes in the form of grassroots movements like Occupy Wall Street, the rise of the populist left through figures like Bernie Sanders in the US or Jeremy Corbyn in Britain, or the anti-globalization backlash from the supporters of Brexit and Trump, there is a growing sense that the last four decades of Western history under liberal capitalism have been a disappointment. Particularly since many of the laissez-faire policies applied during this period promised to “democratize” the economy by reigning in the state and offering opportunity and choice

But it is fortunate for the defenders of laissez-faire that an alternative to capitalism has remained elusive in mainstream discourse. This is largely because most “soft” critiques of capitalism simply attack it at the margins, as evidenced by the pleas (even by many supposedly radical economists) to “save” or “reinvent” it. After all, if it has provided us with such unbounded progress over the last two centuries, as the New Optimists are so keen to tell us, why change it completely when it could be fixed? Criticism of the system has also emerged from the right, based on the belief that the problem with free market capitalism is that it is not free enough. In this camp is libertarian New Optimist Matt Ridley, who when looking at the Occupy protesters camped around St Paul’s Cathedral in 2011 naturally laid the blame on government rather than the very markets he oversaw — he was chairman of Northern Rock during its subprime-related collapse in September 2007, the first British bank to suffer a run in over a century:


The anti-capitalists, now more than 50 days outside St Paul’s, have a point: capitalism is proving unfair. But I would like to try to persuade them that the reason is because it is not free-market enough. (Good luck, I hear you cry.) The market, when allowed to flourish, tears apart monopoly and generates freedom and fairness better than any other human institution. Today’s private sector, by contrast, is increasingly dominated by companies that are privileged by government through cozy contract, soft subsidy, convenient regulation and crony conversation. That is why it is producing such unfair outcomes.14



Given the perennial vilification of the state and its withering down via austerity, we are instead encouraged to find ways in which markets themselves can be used to solve the ills caused by the market mechanism itself, purely a milder version of the disease that makes the agony just a bit more tolerable. There might also be a psychological element in this, that these same elites can convince themselves that they did do something positive however inconsequential. But it never goes far enough. As Dutch historian Reuter Bergmann famously put it at the 2019 Davos Summit (the intellectual epicenter of this kind of thinking): “It feels like I’m at a firefighters conference and no one’s allowed to speak about water” given the pathological rejection by these elites to consider solutions like raising top marginal tax rates or clamping down on tax avoidance that would compromise their wealth. But regrettably, the “hard” critique of capitalism, the one which questions its very suitability for twenty-first-century progress, is still largely avoided in mainstream discourse. It shouldn’t be.

Any hard critique of capitalism must begin with defining the concept itself. Capitalism by definition has nothing to do with markets but rather with the dominant factor of production, capital, which in all but a few cases is privately owned. Capital is not the only factor of production: labor and (as often forgotten) land are also necessary for any productive enterprise to exist. Legally, however, the owners of capital determine how the profits of production are distributed. It is therefore natural to assume that once expenses and investments are taken care of, the owners of capital (and managers) will call dibs on what’s left rather than the owners of labor, namely the employees.

Unions did much to contain this imbalance during the post-war years, which is why this period was characterized not just by faster growth but a decline in inequality. But the assault against organized labor from the 1980s onward has left capital largely unchecked, as evidenced by the gradually rising share of national income in countries like the US being captured by capital (in the form of rents, dividends, and interest payments) compared to the share captured by labor in the form of wages (Figure 5.2).

Figure 5.2: Capital is getting more of the income pie
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Notes: The labor share of income has been gradually declining since peaks in the 1960s and 1970s among the G7 countries (Canada, France, Germany, Italy, Japan, the UK, and the US), with the UK share dropping dramatically during the Thatcher–Major era. Note the vertical axis starts at 40%. Although the decline may seem small in terms of total income, it has nevertheless received considerable attention from economists particularly after the global financial crisis since for much of the twentieth century, the labor share was largely considered to be more or less stable (Bowley’s Law). A mere 5 percentage reduction of the labor share of income in the US, for example, represents nearly $1 trillion of wage earners’ income going to capital owners’ income each year. Source: European Commission AMECO database.

Capitalism is certainly efficient at producing things; which is why it was the driving force behind the rising material prosperity of the world in the nineteenth and twentieth centuries. But it is also very effective at creating scarcity in markets where rent can be extracted without moving a finger, such as land and housing; profiting from changes in the value of assets which is how finance makes its billions; or acting as intermediaries while doing little of the actual work as many tech companies operate (Facebook creates no content, Uber owns no cars). Market power, which often operates beyond the scope of competition, ultimately determines what a capitalist society produces and this may or may not be in sync with what is socially useful.

The market mechanism is all too often vilified by leftist critics of capitalism (not least by Marx himself15) as being intrinsically evil, which is why some nuance is in order. Markets predate capitalism, and although you can’t have capitalism without markets, you can have markets without capitalism. For example, employee-owned firms are not capitalist institutions and yet coexist and compete in the same markets as capitalist firms — usually just as successfully (if not more) and almost always with much higher employee satisfaction.16 State-owned firms also frequently compete in global markets even if in their local ones they operate as monopolies. One of the greatest ironies of Britain’s (notoriously unpunctual and expensive) privatized railway system is that its largest shareholders are the private arms of other European state railway firms.17

A market society is also both more efficient and democratic than a centrally planned one like those of the former communist bloc and it’s hard to argue why citizens should not be free to organize productive activity in ways that abide by laws and regulations (and that governments must constantly update said laws and regulation as new markets and new technologies arise). Clearly “free enterprise” has its limits: all but the most fanatic of libertarians would agree that there should be constraints on private productive activity that could create obvious harm to individuals or the environment, and advocates of social capitalism (perhaps a better term for what most people refer to as social democracy) would also make a convincing case that the provision of social goods and services like education and healthcare should be left to the state. Beyond this, well-regulated markets generally work.

But one of the contradictions of markets is that they often become less free the freer they are made through deregulation, particularly in sectors that are naturally more prone to market failure. One case in point is the single most important market of them all: the labor market, which in practice has many characteristics of a monopsony — a market that is dominated by a single buyer (as opposed to a monopoly which is a single seller). There are numerous reasons for this, such as the fact that workers face significant costs for quitting their jobs, as well the lack of competition for workers between employers due to the concentration of jobs across occupations and geographies.18 In economics lingo, the labor supply is inelastic which leaves employers with tremendous bargaining power to set wages at their own convenience rather than at a “market rate”, particularly if the workers of this firm are not unionized or have no others means of being represented in the boardrooms.19 The gap between the value of an employee’s labor and their wage is known as the surplus value, a central concept in the Marxist critique of capitalism.

Conservatives and libertarians claim that employees have bargaining power through the freedom to quit their jobs and find new ones but the reality of the labor market monopsony is that the cost of quitting a job is not inconsiderable.20 There is a huge risk that a new and better job will not be found quick enough when people don’t have savings or safety nets to protect them in periods of protracted unemployment. It gets higher the older one gets given the addition of further financial commitments like mortgages and childcare (particularly for single mothers), which is why the problem of ageism and age discrimination in the labor market is so problematic.

In countries like the US the situation is made much worse by the fact that healthcare is usually tied to private health insurance provided by employers, meaning that unemployed workers are at major risk should they suffer an unexpected medical emergency. A recent US Federal Reserve study showed that 4 in 10 Americans would struggle to find $400 for an emergency, which makes a mockery of the idea that employees can “vote with their feet” if they feel that their wage is not in proportion to their contribution to the firm.21 And while nobody doubts that some surplus value must be retained in order for a company to survive and expand, the rising share of national income being hoarded by capital at a time of sluggish levels of corporate investment should ring the alarm bells (Figure 5.3).

Figure 5.3: The decline in US private investment (and savings)
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Notes: Net investment by the private sector (that is, investment minus depreciation) has been on a slightly declining trend since the 1960s but dropped sharply during the 2008–2009 global financial crisis and has recovered only about half of its previous levels. This despite historically low interest rate levels. Net savings have also shown a declining trend although their post-crisis pickup mostly has to do with deleveraging (paying back debt) following the massive accumulation of debt before the crash. Source: Bureau of Economic Analysis, National Income and Product Accounts.

This suggests that modern capitalism is turning into a system of wealth accumulation rather than socially efficient production. It is not a coincidence that the freer a market is described as being, the greater the likelihood that it serves the interests of elites. It is also not a coincidence that markets are never described as “too free”, and rarely is more government intervention or regulation advocated. When it is, it comes with the inevitable caveat that too much is a bad thing, a warning that is rarely offered when the advice is to privatize and regulate. An entire lobbying industry exists to support these views, based around libertarian or laissez-faire think-tanks (often the same ones peddling the progress narrative, as will be seen in Chapter Eight), as well as organizations that support the cross pollination of free market ideas among the business and political elites. The proliferation of indices such as the Global Competitiveness Report, the World Bank’s Doing Business, or the Index of Economic Freedom consequently set the targets of what countries should aspire to in order to gain global economic acceptance.

This is a particular obsession for less developed countries desperate to sit at the “cool countries” table. My country, Mexico, is a good example of this obsession, as every rise and fall in the rankings is treated as front page news even despite a negligible correlation with growth (Mexico typically ranks quite high on its business environment, yet is one of the slowest growing countries in Latin America since NAFTA came into effect in 1994). There have also been accusations of ideological manipulation, so bad that the chief economist of the World Bank in 2018, Paul Romer, ordered a review into Chile’s Doing Business rankings which swung wildly on the basis of whether a left- or right-wing government was in power.22 Such dissent can be costly: Romer quit his World Bank post shortly after the scandal broke. One critical review of the scandal from the Center for Global Development described the problem of these indices:


At a more philosophical level, the index measures the costs of government regulation but none of the benefits of those regulations. It’s an extreme libertarian stance, out of step with much of the World Bank’s other work. Viewed through the lens of Doing Business, corporate taxes are a pure bad, with no consideration of the benefits that come from raising tax revenue. Safety regulations and minimum wages are pure bads because they slow down business, with no consideration of the benefits to workers or customers. On almost all dimensions, a Hobbesian state of nature would get the best possible Doing Business score.23



Apologists will argue (not incorrectly) that these indices only intend to measure one particular dimension of economic activity rather than what is good for society as a whole. But imagine how unthinkable it would be if an institution like the World Bank produced a sort of “best for workers” ranking, with the top scoring countries the ones with the most free public services, highest levels of income redistribution, highest unionization rates, and difficulty in firing employees, all of this devoid of the fiscal or growth implications of these polices. Instead, these business indices get a free pass from having to justify the social implications of their methodologies.

With this in mind, the recent backlash against globalization from both sides of the political spectrum is not surprising in the least, especially when it is contrasted with the broad embracement of laissez-faire policies by traditional conservatives as well as the Third Way left during the 1980s and 1990s. When political scientist Samuel Huntington described the gilded beast known as “Davos Man” for the first time in a 2004 article,24 he perfectly captured the complete alienation of this “gold-collared” elite whose personal interests had become completely misaligned with that of wider society. That despite their astronomical wealth they still engage in practices such as widespread tax avoidance, as the Panama and Paradise Papers leaks have recently revealed, goes to show that these people inhabit a completely different plane of existence from the rest of us. One where the standards of transparency, accountability, and solidarity that should be the hallmarks of liberal democracy are cynically shunned when it comes to economics.

Not that this stops them from asking for government bailouts when a crisis hits, or lobbying for fiscal handouts that dwarf the losses from so-called welfare “scroungers”. In the UK, for example, benefit fraud amounted to £3.8bn in 2017–2018,25 whereas tax relief was over a hundred times higher (£418bn) despite the austerity-minded Tory government admitting to not knowing whether much of it delivers value for money.26 Yet only the former causes chronic outrage among the right-wing press, even if the sole conclusion that can be reached by this disparity is that the conception of welfare most appropriate for a laissez-faire economy is one which helps those who don’t need more help.

The art of Davos Man, it seems, is depending on the state while decrying its existence, thus vindicating the oft-repeated quip of “socialism for the rich, capitalism for the poor”. And worse still, globalization has left them with none of the patriotic commitments of their Gilded Age predecessors. An American or European billionaire is likely to feel more akin to their Chinese or Indian counterparts than the working classes of their own countries. As Huntington described:


They have little need for national loyalty, view national boundaries as obstacles that thankfully are vanishing, and see national governments as residues from the past whose only useful function is to facilitate the elite’s global operations.27



The delegitimization of Davos Man is testament to this failure of ever freer markets to live up to their lofty promises of progress, and the growing realization that many countries in the West (mainly the Anglo-Saxon ones) have turned into veritable plutocracies. This is mostly because markets were never truly “free” in the first place but rigged in favor of the corporate elite with the tacit acceptance and encouragement of the political class. One that only dares to make tolerable reprimands when laissez-faire’s excesses become unjustifiably deviant. Or when they can be pinned on individuals (such as Bernie Madoff, who ran his own fund) rather than institutions (take your pick of Wall Street or City of London banks). For example, only one US investment banker was ever convicted for wrongdoing as a direct result of the financial crisis, and none in the UK at all.28

While in some cases freer markets did do away with some of the handicaps of excessive state intervention from the post-war era, the stunted prosperity of the Western working and middle classes since the 1980s in contrast to the skyrocketing accumulation of wealth by the corporate elite has much to do with governments abdicating on their responsibilities and allowing markets to regulate themselves. But it still begs the question of why self-regulation under capitalism can’t work. The answer lies in the nature of capitalism’s most important institution: the corporation.

Don’t Be Evil, Don’t Be Stupid

“Nothing is illegal if one hundred businessmen decide to do it.”

— Andrew Young

Just as we can reasonably expect political elites to push for their self-interest when they wriggle free of checks and balances, there is no reason to believe that firms will not do the same. The Iron Law of Oligarchy applies regardless of the nature of the institution. No company will ever admit to actually being evil, of course. In fact, some of them even claim they are “doing God’s work” (that would be Goldman Sachs). But it’s easy to be evil when everyone else is behaving unethically, if not illegally, particularly when the amoral nature of laissez-faire means your only moral duty is to your bottom line. “There is one and only one social responsibility of business”, declared Milton Friedman in 1970, “to use its resources and engage in activities designed to increase its profits”.29 Add to this that such behavior is also highly rewarding and you see the rot which is at the heart of the system. Capitalist critic Naomi Wolf described this problem in a 2012 article on financial scandals:


It is very hard, looking at the elaborate edifices of fraud that are emerging across the financial system, to ignore the possibility that this kind of silence — “the willingness to not rock the boat” — is simply rewarded by promotion to ever higher positions, ever greater authority. If you learn that rate-rigging and regulatory failures are systemic, but stay quiet, well, perhaps you have shown that you are genuinely reliable and deserve membership of the club.30



Yet it is telling that Google, once the brainchild of a pair of scruffy Stanford geeks whose motto was “Don’t be evil”, is now one of the most terrifying examples of so-called “surveillance capitalism”, seemingly hell-bent on accumulating (and profiting from) all the information it can get its hands on. In 2015 the company finally ditched the original motto since the hypocrisy was just too obvious, and at least, according to one account was actually being taken seriously by some of the company’s staff.31

That these excesses can be reined in by the power of free markets to discipline its worst offenders is undoubtedly one of the most damaging myths peddled by the advocates of laissez-faire. As the long-standing former Fed Chairman Alan Greenspan reluctantly confessed after the 2008–2009 crisis, “I made a mistake in presuming that the self-interests of organizations, specifically banks and others, were such that they were best capable of protecting their own shareholders and their equity in the firms”.32 Too little, too late, as by then Greenspan’s dogmatic adherence to free markets — a hallmark of his nearly three-decade (1987-2006) stint at the helm of the Fed — had helped trigger the greatest economic crisis in the West since the Great Depression by sitting on the sidelines and letting these banks regulate themselves.

The problem with corporations begins with their leadership. When Donald Trump’s autocratic tendencies are explained on grounds that as a CEO he has not been used to the deliberative aspects of democracy, we don’t stop to think why such behavior is accepted of a CEO in the first place. And the reason used to justify the all-encompassing power of CEOs and senior executives is efficiency. We are told (usually by those same CEOs and senior executives) that if companies were run as democracies, managing a modern multi-national firm would be cumbersome, chaotic, and, ultimately, inefficient. Companies need to be run like dictatorships to get anything done. One nauseating 2010 article from Entrepreneur magazine espoused the virtues of running your office like a Stalinist police state, with the key takeaway for the aspiring corporate Kim Jong-un being to be feared:


I’m a big proponent of the “just view me as god” school of management. Burn your lovey-dovey management degree. Owning a business isn’t a popularity contest, and you’re not there for a social experience. You cannot be effective as the owner of a business unless you are feared and respected by your employees. Likability is nice but not necessary. You’ve got to demand what you want.33



Echoing this sentiment, a more recent Washington Post op-ed had it that “business leadership is not a popularity contest; the best companies are run by enlightened dictators”.34 In fact, so are countries. A seminal 1994 paper by economist Robert Barro showed no statistical correlation between democratic freedoms and economic success. The paper highlighted the ways in which economic freedoms could be maintained despite the loss of political ones, essentially the marriage of autocracy with capitalism (even hyper-capitalism) that is the hallmark of today’s right-wing populists who see democracy as an impediment to growth:


[N]othing in principle prevents nondemocratic governments from maintaining economic freedoms and private property. A dictator does not have to engage in central planning. Examples of autocracies that have expanded economic freedoms include the Pinochet government in Chile, the Fujimori administration in Peru, the Shah’s government in Iran, and several previous and current regimes in East Asia. Furthermore … most OECD countries began their modern economic development in systems with limited political rights and became full-fledged representative democracies only much later.35



Despite the evidence that democracy may not be the most efficient political system to achieve rapid and sustained economic growth, hardly anyone would dare argue that we replace presidents and prime ministers with benign dictators. Democratic states are not run by the logic of pure efficiency but towards achieving the broadest level of societal well-being even if this comes at a cost to the rate of GDP growth. It therefore seems ironic that the main institution in charge of producing the prosperity necessary to achieve this societal well-being, the firm, is allowed to remain totalitarian. As a thought experiment, imagine if just one firm controlled all economic activity similar to the type of “omni-corp” we so often see in dystopian science fiction. Would we accept an all-powerful CEO to run it with zero restraints knowing that a country’s entire private productive capacity was in their hands? Probably not. And yet from the perspective of its employees as well as the state in charge of regulating it, there is no difference at all if economic activity is undertaken by just one firm or thousands.

There is one further problem with the benign, good-for-growth dictator argument that should be all but obvious: the grand majority of dictators are not benign. They are as incompetent as they are tyrannical and the more power vested into them, the more detrimental to their nation’s prosperity they become. It is telling that most successful dictatorships have been those that at least abide by some constraints such as respecting property rights and allowing some semblance of a market economy to thrive. But by and large, benign dictatorships are so rare that for every one that has emerged countless malignant ones have brought ruin to their nations. Which brings us to the main questions of this section: If the great majority of unrestrained dictatorships are economically inefficient and detrimental to the well-being of their subjects, are corporations any different? Can we actually expect them to behave better with less regulation or without employees having a voice and vote in the decision-making? Should we wonder why the modern corporate environment is almost purposely designed to make deviant personalities thrive?36 And can we truly entrust economic progress in the twenty-first century to an organization that operates under these principles?

The answer to these questions seems patently obvious: no. Lacking constraints to their authority, CEOs and senior executives are driven towards some of the most repugnantly malicious behaviors imaginable in Western democratic society. Such behavior is normalized by its ubiquity and, as we have seen in the previous section, carries very little consequences for its most egregious offenders. Take the extraction of income (or better put, “trickle-up”) from the stagnation of real wages in the US since the 1980s, which runs into the trillions of dollars, and which would be the envy of most third-world kleptocrats not least because it was done legally. This is not an economic or market phenomena as many would like to put it but the collective decision-making of a small group of people who have accomplished it due to the lack of opposition from unions or effective state regulation. Another example is wage theft. Wage theft is basically the deliberate failure of businesses to pay employees for time spent on the job beyond that which they are legally entitled to. According to a 2014 study by the Economic Policy Institute, US workers lose on average $2,634 a year from unpaid overtime alone. This collective $50 billion per year is almost three times more than that lost to actual robberies, burglaries, or car thefts.37 This is not just abusive behavior: it is criminal.

But forget malice. The modern corporation is also remarkably stupid. One can make a list of disastrous business decisions that should have been obvious, whether it be Kodak’s lack of interest in digital photography just as the technology was taking off, or Blockbuster failing to anticipate the importance of the internet, or New Coke. Even so, it’s not these high-profile failures but rather the day-to-day stupidity that is worrying, and which should make anyone doubt that companies are the well-oiled efficiency-maximizing machines they claim to be. In The Stupidity Paradox, business school professors Mats Alvesson and André Spicer refer to this as functional stupidity, which they argue is pervasive in the corporate world:


But what is perhaps more surprising is the everyday forms of stupidity where people who act without thinking can create seemingly desirable consequences. After all, asking too many questions and spending too long reflecting on a situation can make you unpopular. Thoughtfulness can be seen as time-consuming and a waste of valuable resources. … If you persist in asking tough questions, you are likely to cause problems for yourself. You will most likely upset the smooth workings of a group, threaten relationships with key people, and disturb existing power structures. All this this could make being smart very costly indeed. Play dumb, and the status quo survives; team relationships continue unthreatened. All this allows you to focus on “delivering the goods”.38



I dare anyone reading this to deny having encountered not just one but numerous cases of functional stupidity at work. Or worse, having been guilty of it themselves since actively swimming against the tide would have carried serious professional (and personal) consequences. It is also worrying that functional stupidity is just as prevalent in high-skill workplaces as it in lower-skilled jobs. If anything, it may even be higher: smarter people are quickly able to get a feel for the management culture of a new job and adapt to it if they have any hope of climbing the corporate ladder. Whether its giddily accepting the company’s triumphalist self-image, or paying reverence to every decision taken by management regardless of how absurd, success in the modern corporation is not unlike that in a Stalinist dictatorship: be competent enough to perform, but smart enough to know not to speak truth to power.

Alvesson and Spicer identify various forms of corporate stupidity, but one that strikes a particular nerve is leadership-induced stupidity. The grand majority of CEOs see themselves as visionaries, or at least pretend to be. Part of the problem is that an entire billion-dollar industry has been created to reinforce this delusion, as evidenced by the thousands of managerial and leadership books that are published each year (and which look and feel exactly like self-help books), leadership seminars led by self-appointed gurus who both look and speak like the corporate versions of televangelists, business reality shows, and the endless glorification of entrepreneurs in the media — especially the ones who have mastered the art of self-promotion regardless of merit (the now disgraced Elizabeth Holmes of over-hyped medical startup Theranos being a recent example).39

The undeserved adulation and reward that Western societies heap on their business elite undoubtedly has a terrible impact on these people’s egos, in no less a manner than it has on that of despots, which permanently impairs their capacity for accepting criticism and failure and leads to decisions based on mere hubris. The end result is for these leaders to fall for all the optimism biases that were explained in Chapter Two, and for the rest of us to fall for the availability heuristic if all the stories we hear about them are the good ones. All in all, the idea that business leaders are an enlightened elite of supermen (or occasionally superwomen40) makes for good cover stories and management biographies, but the reality is much less romantic:


All too often flesh-and-blood leaders fall short. Sometimes they are irrational and stupid — and convince their followers to be the same … For every CEO who turns a company around there is another who has run a successful company to the ground. For every middle manager who inspires their team, there is another who alienates them. For every super-smart executive there is one with limited intelligence. But almost all attention goes to the heroic examples.41



General Electric’s Jack Welch is a quintessential example of this breed of corporate darling. As would be expected of someone in his position, Welch has rabidly opposed any government regulation of executive pay. This is perfectly rational. After all, he obtained the largest retirement bonus ever ($417 million) when he stepped down in 2001 and was given free use of a 737 jet, among other perks, afterwards. In line with the lack of transparency inside the modern firm, this was only disclosed by his ex-wife during divorce proceedings, leading to an investigation by the Securities and Exchange Commission (SEC).42 A life-long Republican, Welch was no stranger to Trump-like conspiracy theorizing, most notably a claim made just before the 2012 election that the unemployment numbers were rigged by the Obama administration to secure re-election.43 He is also a climate change skeptic, calling it a socialist plot and a product of “mass neurosis”.44 Trump certainly liked his style. He was only one of two former chief executives to sit on his vaunted Strategic and Policy Forum before it was disbanded in August 2017 after many CEOs quit in the wake of Trump’s comments on the Charlottesville white supremacist marches. Welch wasn’t one of them.

Perhaps the biggest testament to the widening gap between CEO self-importance and the expendable nature of workers came from one of Welch’s most enduring and cruel managerial inventions, “rank and yank” (or “stack ranking”).45 This is the policy in which employee performance was ranked on an annual basis and those at the bottom end were ruthlessly terminated. Welch followed a 20–70–10 system which despite a complete lack of empirical evidence, he believed described a typical workforce best: the top 20% are the most productive and passionate, the middle 70% simply get the job done, while the bottom 10% are a drag to the firm which effectively gives a green light to firing them. This leaves all other employees under constant threat of a similar fate if they fall behind, hardly the most conducive policy to foster employee motivation and well-being.

Thanks to Welch’s guru-like status in the corporate world, rank and yank policies expanded greatly during the 1990s to the point that it was estimated that 60% of Fortune 500 firms used some variant of it. But it is doubtful whether it worked. A Vanity Fair article on Microsoft’s use of the system savaged the company and blamed it for destroying its position of leadership in the tech industry that it held in the 1990s: “Every current and former Microsoft employee I interviewed — every one — cited stack ranking as the most destructive process inside of Microsoft, something that drove out untold numbers of employees”.46 It is not only cruel but also irrational: there is no reason why 10% of a workforce is bad enough to deserve being fired any more than 20% are necessarily the ace performers. If anything the arbitrary nature of these figures can lead to either institutionalized mediocrity or a drain of talent.

If the markets were equally ruthless to the performance of CEOs themselves, perhaps there would be some modicum of justice but this is not the case since CEOs are rarely sacked for being among the lower 10% performers in their industries. If one believes that high executive pay is justified as a reward for talent, then company boards should logically be merciless in sacking the worst performing executives. After all, if the “premium for talent” is so high at the top as the apologists of excessive CEO pay argue, so too should be the cost of incompetence. Unfortunately, the business world doesn’t usually operate by practicing what it preaches. One recent meta-study of executive compensation showed that “forced turnovers” (i.e. firings) of CEOs is less than 3% per year.47 Worse still is that the difference between top and bottom performers is almost statistically inconsequential: the risk of getting fired is just 2–6% higher for firms in the bottom decile of performance, which led to another study concluding that “dismissals are not an important source of managerial incentives since the increases in dismissal probability due to poor performance and the penalties associated with dismissal are both small”.48 And so incompetence thrives.

The result of corporate hero worship is that we become primed to believe that corporate success is largely due to good leadership rather than due to situational factors like a booming economy, a surge in demand for the product, or technological improvements, to name a few. This is another example of the fundamental attribution error mentioned in Chapter Two. Perhaps it’s natural that we adorn the attributes of leadership to the business elite: we’d all like to think we’d make great CEOs even though the fact of the matter is most employees will never get near the top of their corporate hierarchies. Our fetishizing of leadership culture also helps to reinforce the notion that we can learn leadership from a book or from attending a seminar, even if what’s taught is common sense or downright puerile, as one unflattering description of many of these leadership exercises shows:


The content of many of these leadership-development courses would not be out of place in a kindergarten or a New Age commune. There are leadership-development courses where participants are asked to lead a horse around a yard, use colouring-in books, or build Lego — all in the name of developing them as leaders.49



How can companies claim to be efficient when they are infused with such levels of functional stupidity that squanders the talents of their workforces, promotes servile incompetence, and drives CEOs and senior executives to behave in the most self-interested ways allowable? It is impossible to quantify the counterfactual: How much better off we would be if corporations operated more democratically and with greater constraints to their rapacious behavior. But the experience of the post-war years should serve as proof that even when “burdened” by heavier regulation, higher taxes, and widespread unionism, corporations did pretty well for themselves. Or the fact that countries with much stronger worker rights like France have more companies in the Fortune Global 500 than similarly-sized, laissez-faire Britain (31 to 18 in 2019).50 Or that even in Britain, firms with some degree of employee-ownership actually outperform on the stock market — by a factor of four.51

All of this should be indicative of the very weak correlation between corporate success and employee disempowerment. What is clear is that when toxic top-down management cultures are pervasive, inefficiency so ubiquitous that we lose perspective of what efficiency even is. And when businesses operate solely for the interests of its shareholders, then we also lose the potential to use the corporation as a force for social good. Ultimately, what is good for businesses and what is good for society do not have to be mutually exclusive. But to achieve this, the modern corporation cannot remain an undemocratic, hierarchical institution whose only social responsibility is the benefit of its owners and managers.

Armageddon It

“Someone once said that it is easier to imagine the end of the world than to imagine the end of capitalism.”

— Fredric Jameson

The hypothetical analogy with North Korea that opens this chapter ends with the threat of nuclear annihilation but this was not merely done for hyperbole. Much like the North Koreans, the defenders of liberal capitalism have threatened their critics that any major systemic changes to the economic status quo will result in unbearable economic dislocation and massive destruction of wealth for rich and poor alike. Not a day seemingly goes by without the right-wing and centrist media reminding its viewers that the economic policies espoused by “radical” left politicians like Bernie Sanders, Elizabeth Warren, or Jeremy Corbyn will inevitably turn their countries into Venezuela. Or that socialist and redistributive policies may work in countries like the Nordics but, for unexplained reasons, not in countries like the US (universal healthcare being the most egregious example). These arguments preclude an honest comparative discussion of economic models in mainstream discourse, which further reinforces the fear factor when policies that go against the prevailing orthodoxy are proposed.

More worryingly, this fearmongering is also creeping into the rhetoric of the “New Right” that is so popular among younger people, something that will be discussed in greater detail in Chapter Eight. For example, Canadian psychologist and public intellectual for the YouTube generation, Jordan Peterson, rarely discusses socialism outside the context of twentieth-century communism (particularly its Stalinist and Maoist varieties), essentially priming his fanbase to assume an inevitable coalescence between the ideology of people like Sanders and the communist dictators that murdered millions:


What young people know about 20th century history is nonexistent, especially about the history of the radical left. I mean, how would they know? They’re never taught anything about it, so why would they be concerned about it? … We don’t have that many good bad examples left. There’s North Korea, there’s Venezuela, but we’re not locked tooth and nail in a proxy war and a cold war with the Soviet Union.52



That the above quote was spoken at the Heritage Foundation is further evidence of the overlap between the libertarian and New Right agendas — Peterson himself has insisted that he is a “classic British liberal” in terms of his ideological leanings.53 After all, opposition to socialism in any form has been the central rallying cry of libertarians for nearly a century, driven by an anti-statist urge that consistently glosses over the misdeeds of the corporate world solely because state coercion is by nature worse. One of the fathers of libertarianism, Austrian economist Friedrich Hayek, went so far in The Road to Serfdom as to claim that the lowliest bureaucrat is somehow a greater threat than the biggest plutocrat:


Who can seriously doubt that … the power which a multiple millionaire, who may be my neighbour and perhaps my employer, has over me is very much less than that which the smallest fonctionaire possesses who wields the coercive power of the state, and on whose discretion it depends whether and how I am to be allowed to live or to work?54



In contrast with the threat of Armageddon if the system is replaced, the evidence of flooding across the bulkheads seems not to worry the New Optimists that the capitalist ship might sink. Capitalism only needs a few tweaks at the margins, perhaps even a bit of state intervention here and there to correct the more egregious failings of the market mechanism. Aside from self-declared libertarians such as Norberg and Ridley, most of the New Optimists would arguably fall under the category of “radical centrism”, a movement that began as an attempt to break the bipartisan deadlock seen in the US in the post-war era and particularly from the 1990s onwards. By and large this movement supports free markets and globalization, which is intended to appeal to the right. But it also allows a stronger role for government to correct some of capitalism’s excesses, and is broadly socially liberal in order to gain support from the left.

If this sounds virtually indistinguishable from the Third Way left described in the previous chapter, that’s because, broadly speaking, it is; the main difference being that radical centrist organizations did not emerge from the ranks of established parties but rather had their main outlet in smaller, independent parties and think tanks. But just like the Third Way left, radical centrism makes the fundamentally flawed assumption that the only compromise that is suitable for both sides of the ideological spectrum involves liberal capitalism remaining largely unchallenged. And if markets and justice collide, markets inevitably win. In a cringe-inducing tweet which endorses a Niskanen Center proposal titled The Center Can Hold,55 Pinker exemplified the nonsensical muddling of essentially contradictory positions:


Are you frustrated with the stale ideologies and mutual demonization of the Left and Right? Here’s a manifesto for Radical Centrism, Liberal-tarianism, Bold Moderation, an Open Society, smart regulation, and a liberal democratic capitalist welfare state.56



Nothing in radical centrism, or New Optimism in general, takes aim at the power imbalance between capital and labor in modern liberal capitalism. Nothing attempts to address the inefficiencies inherent to the structure of the capitalist firm, and why an institution that concentrates such unbridled power in such few hands is allowed to exist in a liberal democratic universe that extols the values of voice and vote as well as just reward. Never are we reminded that this same liberal democratic universe was eagerly complicit in the destruction of trade unions, labor protection, and working-class solidarity that once provided some semblance of democracy in the workplace. And nowhere is it noted that economic liberalism is designed to support the powerful (corporations and those who control them) against the interests of the governed (employees) — exactly the opposite dynamic of liberalism in the political realm. In this sense, it is the great tragedy of the twenty-first century that we have not moved nearly as much as we’ve been made to believe from the Fukuyamist optimism of liberal democracy and liberal capitalism being the end of human history. There is no alternative, or so it seems.

This belief that the status quo can hold on forever is not new or unique to the New Optimists, but is present whenever new paradigms threaten the old ones with extinction. This then leads to the most dangerous contradiction of New Optimism: stifling innovative, progressive ideas that challenge the status quo is actually the biggest impediment to progress itself. For all the harking back to a time in 1820 where 94% of the world was allegedly poor and even the richest person in the world (financier Nathaniel Rothschild) could die of an infected abscess not long thereafter,57 there seems to be little recollection of the fact that free markets and free enterprise were also a radical concept then, intending to emancipate a nation’s entrepreneurial spirit from the shackles of the trade barons, gold hoarders, and monopolists who dominated the economic paradigm of the age: mercantilism.

The conservative/libertarian insistence of turning progressivism into a dirty word in this highly politicized age obviates the fact that all the grand narratives that have defined humanity’s political and economic development were once “dangerously” progressive too. Including capitalism. As the British Parliament in 1840 debated the repeal of the Corn Laws, arguably the most symbolic piece of legislation of late mercantilism, Lord Ashburton defended the moribund system in a manner that almost perfectly echoes the New Optimist counter to the naysayers that the world is getting better:


Lecturers were sent through the country, meetings were held, the distress of the mercantile world exaggerated, and these unfair and unconstitutional means were adopted for the purpose of loading the tables of Parliament with petitions against the Corn Laws. Petitions thus obtained could not be expected to receive that consideration and to bear with them that weight to which they would be otherwise entitled. The commercial distress which existed might in a great measure arise from the derangement of the currency, but such distress had been much exaggerated. The manufactures of this country had during the last few years much increased. In 1839 the exports had increased to the amount of two millions; and the cotton manufactures, which were represented to have suffered so severely, had increased a million in the course of a year. The facts, therefore, failed his Noble Friend, and with him, all the opponents of the Corn Laws. Looking also at the steadiness of prices in this compared with other countries, it was impossible to say that the system had not worked well.58



Indeed, the mercantilist system worked well. Until one system worked better: capitalism. If modern plutocrats and their intellectual enablers (including the New Optimists) who are defending capitalism are sounding remarkably like nineteenth-century mercantilists defending their interests and privileges against the threat of change, then you know we’ve reached full circle. Like them, those mercantilists could have easily made the case that the world had never been better even if the pace of progress was not so remarkable as in the two centuries that would follow (Figures 5.4-5.5).

Figures 5.4 and 5.5: Mercantilists could brag about progress too
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Notes: An English mercantilist in the early nineteenth century could easily claim that the country had seen unprecedented progress and wealth, particularly once mercantilism gathered steam in the seventeenth century. From around the time of the first of many Navigation Acts in the mid-seventeenth century to the time that the Corn Laws were repealed, English average incomes grew by nearly three times, a comparable rate of progress unheard of in any other period of history. And as the second chart shows, it would take capitalism nearly a century before it clearly proved superior to its predecessor. Growth really only took off after the 1950s. If anything, let these charts serve as evidence of how base years make charts visually deceptive: 1% growth at incomes of $20,000 will look more impressive than 3% growth at incomes of $2,000. Source: Maddison Project Database.

So too can we imagine a world in which people’s lives may be exponentially better if we dare to question whether the engines of progress that led us to where we are today might not necessarily be the best one to carry us forward.

Even in its infancy, capitalism already had no shortage of discontents in the form of early socialist movements like the Chartists and Owenites. And just eight years after Lord Ashburton’s defense of the Corn Laws, Karl Marx and Friedrich Engels would publish The Communist Manifesto during a turbulent year of European revolutions, driven by similar political and economic discontent to that which we see today. As it turns out, capitalism was certainly a far superior system for mass production and wealth creation than anything that had come before it. But as the next chapter will demonstrate, it was not a system that distributed it fairly.


CHAPTER SIX: AND JUSTICE FOR ALL

The Monopoly Men

“But there is another form of monopoly, far more general and far more insidious. The accumulation of large amounts of capital under consolidated control creates a new kind of power — essentially different from the power of increase. Increase is constructive in its nature. Power from accumulation is destructive.”

— Henry George

If one boardgame epitomizes the cut-throat business ethos of capitalism, it is Monopoly, patented in 1904 at the exuberant height of what was later known as the “Gilded Age”. This was the age in which the final shackles of mercantilism had been cast off and the engines of capitalism finally began to roar. Monopoly’s origins, however, are nothing like the game we know now where players compete to monopolize the real estate market. In fact, Monopoly was originally called The Landlord’s Game and was the brainchild of writer and inventor Elizabeth Magie, who hoped to use the game to teach the virtues of Georgism, an economic philosophy developed by US economist and reformer Henry George that was highly popular at the time. In particular, the game was meant to highlight the benefits of a single tax on land rent which Georgists believed was a superior alternative to taxes on labor. Unfortunately for Magie, her game was “copied” by a dodgy salesman, Charles Darrow, who eventually sold it in 1935 to the boardgame company Parker Brothers by which time it has been extensively modified from Magie’s original.1 As a reward for his unscrupulousness, Darrow became a millionaire.

Georgism was incredibly influential around the turn of the century, arguably becoming the first credible opposition to liberal capitalism that wasn’t based on socialist principles. Rather, it focused on different methods of taxation and the recognition of land as a major source of profiteering, something that is sadly absent in mainstream economics today, where land is often relegated to being merely a superfluous factor of production. It was also far more progressive than the socialism of the day in its concerns over environmental degradation in a time of massive urban pollution from human and industrial waste. George’s 1879 magnum opus, Progress and Poverty, was the bestselling book of its time and second only to the Bible, which is quite an impressive achievement for any book on economics that doesn’t begin with Freak-. Its main theories of how land speculation leads to poverty and harms other more productive forms of wealth creation could certainly strike a chord with twenty-first-century middle classes shut out of home ownership due to the ongoing housing bubble in most Western countries.

The idea that, despite rising incomes and prosperity, the rich were getting an exaggeratedly large piece of the pie during this period is borne out by the statistics: the Gilded Age was one in which income and wealth inequality skyrocketed, and it was only the triple shocks of the two world wars and the Great Depression that brought down inequality to more acceptable levels (Figures 6.1-6.2). French economist Thomas Piketty, in his landmark study of inequality Capital in the Twenty-First Century (as well as his earlier work with Emmanuel Saez), showed just how the accumulation of wealth by the top 1% in the US and Europe fell dramatically during this time, reverting the “endless inegalitarian spiral” that occurs when the return on capital outpaces economic growth.2 Piketty summarized this relationship with the now famous equation r > g. A recent study by a team of US/German-based economists used a massive cross-country dataset of asset classes during 1870-2015 and concluded that r grew twice as fast as g on average (more than Piketty himself estimated), with the biggest gaps effectively occurring during the periods of greatest inequality.3

It’s time to go back briefly to Vilfredo Pareto. Like Piketty a century later, one of Pareto’s contributions was the construction of a massive database of income distribution in Europe since the mediaeval period. He realized that the single dominant feature was gross inequality, so much that he called it a “social law” which was part of human nature; it was dubbed Pareto’s Law and was the source of lively debate among economists in the early twentieth century. Piketty also concluded in Capital that inequality has been the natural state of things for the last 250 years, with the only interruption being the period between 1930 and 1975. Was this a unique set of circumstances? Not to Austrian historian Walter Scheidel, who argues in the book The Great Leveler: Violence and the History of Inequality from the Stone Age to the Twenty-First Century, that societies tend towards greater inequality until interrupted by what he calls the Four Horsemen of Leveling: mass mobilization warfare, transformative revolution, state failure, and lethal pandemics.

Figure 6.1: The rich are getting (way) richer
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Notes: The share of the wealth of the top 0.01% of households in the US has grown by a factor of nearly five, from a low of 2.2% in 1978 to 10.1% in 2011 (latest available data). The top 10% now owns nearly a quarter of all wealth. In contrast, the share of the bottom 90% of household has been steadily falling since the 1980s. Although not shown, the share of the bottom 50% of households has fallen into negative territory since 2008, that is, the bottom half of all US households are net debtors on average. Source: World Inequality Database, Gabriel Zucman.

Figure 6.2: And not just in the US
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Notes: All improvements in reducing wealth inequality ended in the 1970s–1980s and in the case of the US it has worsened considerably: the top 1% own around 40% of all wealth. Despite its social democratic economic tradition, wealth inequality has also worsened in France which proves that redistribution alone will not solve the modern problem of wealth concentration. Source: World Inequality Database, Gabriel Zucman.

If this idea sounds vaguely familiar, it certainly has echoes of the Iron Law of Oligarchy, which permeates Scheidel’s theory of why stability appears to lead naturally to greater inequality: stability allows politically-connected economic elites to dedicate themselves to the extraction of rent from non-competitive means such as monopolies, guilds, or from land ownership which is fundamentally unproductive, so much that even many economists on the right seem to side with the Georgists in terms of their support of a tax on land rent.4 Scheidel describes the Dutch experience in the seventeenth and early eighteenth centuries (when it was likely the richest society on the planet) as follows, and note how poverty also rose along with inequality:


Economic development and urban growth raised inequality over time as a small fraction of the Dutch citizenry captured a disproportionately large part of the newly created wealth even as the ranks of the urban poor kept expanding. In the longest available time series for reported wealth, from the city of Leiden, the wealth share of the top 1 percent grew from 21 percent in 1498 to 33 percent in 1623, 42 percent in 1675, and 59 percent in 1722. During the same period, the proportion of households whose assets did not reach the minimum taxation threshold increased from 76 percent to 92 percent.5



Scheidel identified three main waves of inequality in Europe since ancient times, the first peaking during the time of the Roman Empire and then dissipating after the fall of Rome. A second wave was reversed by the Black Death in the fourteenth century, while the third came to an end as a result of what he called the “great compressors”, namely the two world wars and the Great Depression. The West, of course, has a fourth wave: that which began with the Thatcher–Reagan revolutions and which has seen inequality rise in much of the Western world, most notoriously in the US where it is at levels not seen since the Gilded Age.

This still leaves the question of the ultimate anomaly: the period between 1945–1975 when inequality continued to decline even despite peace, stability, growth, and technological advance, all of which in previous historical episodes resulted in massive accumulations of income and wealth by elites. Why was this time different? For starters, the post-war period was characterized by actively redistributive policies by most Western governments which created the modern welfare state. This was also a time of heavy taxation. In the US, the top rate of income tax was 70–90% during much of this period, an astronomical number by today’s standards and yet, contrary to the argument of conservatives, hardly an impediment to economic growth.

Equally important was the role of labor unions. The post-war period saw union membership reach historic highs; over a third of the US workforce belonged to a union in the 1950s, and over half in the UK even as late as the 1980s. Comparing union membership in the US and UK with inequality over the past century makes it difficult to dismiss the idea that that perhaps, more than anything else, unions were the great equalizers of the post-war period and that their decline in the 1970s contributed to inequality rising again (Figures 6.3-6.4).

It’s obvious why unions work: they act as a powerful counterbalance to corporate decision-making on pay. In the typical capitalist firm, pay is negotiated between its executives and the board of directors — which is mostly composed of executives from other firms, often creating a significant conflict of interest through “interlocking” (when two or more companies have executives serving in each other’s boards6). There is no legal or institutional impediment for executives to raise their own compensation at the expense of employees. In fact, they may even do so at the expense of shareholders themselves. This “principal-agent problem”7 has been extensively documented in economics, and while many economists take the shareholder-theory view that executive pay is designed to align with shareholder incentives (such as through stock options linked to firm performance) in order to address this problem, others take the opposing view that it is part of the problem.

Figures 6.3–6.4: Union membership and inequality in the US and UK
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Notes: The relationship between union membership and inequality (as represented by the share of income by the top 10%) in the US and UK is frighteningly close. The US chart uses union membership as a share of employment, while the UK chart uses union members in millions; the decline would be even more pronounced in relative terms. Sources: World Inequality Database, US Census Bureau, ONS.

This “managerial power approach”, developed by Lucian Bebchuk and Jesse Fried,8 can be summarized as:


In this theory, the board and compensation committee cooperate with the CEO and agree on excessive compensation, settling on contracts that are not in share-holders’ interests. This excess pay constitutes an economic rent, an amount greater than necessary to get the CEO to work in the firm. The constraints the CEOs face are reputation loss and embarrassment if caught extracting rents, what Bebchuk and Fried call “outrage costs”. Outrage matters because it can impose on CEOs both market penalties (such as devaluation of a manager’s reputation) and social costs—the social costs come on top of the standard market costs. They argue that market constraints and the social costs coming from excessively favorable pay arrangements are not sufficient in preventing considerable deviations from optimal contracting.9



If there’s any flaw in the theory, it’s that outrage works. CEO compensation was last estimated by Bloomberg to be 265 times that of average income in the US and 201 times in the UK in 2016-2017. Even in “socially progressive” Canada, this figure was 149.10 The Economic Policy Institute, which has tracked this figure since the 1960s, reveals a level of 279 times the median income for the US in 2017. This is an increase of 940% in forty years versus just 12% growth in workers’ compensation (Figure 6.5).11 At least one management guru, Peter Drucker, agreed that such astronomical pay was obscene and that 20 should be the maximum ratio between CEO pay and the median worker’s income,12 roughly what was the norm until the 1970s (they began skyrocketing particularly in the 1990s thanks to the popularity of stock options as incentives for good performance). The meta-study on executive compensation mentioned in the previous chapter didn’t shy away from calling this for what it is, rent-seeking:


There is little doubt that rent extraction describes individual cases of outrageous executive pay. Systematic evidence consistent with the rent extraction view comes from observing that (at least some) firms go to great length to hide pay from shareholders, that (at least some) executives are rewarded for non-performance, and that executive pay tends to be lower when corporate governance is stronger.13



The authors issue a cautionary note in assuming that this alone explains the rise in executive pay since the 1970s, observing that corporate governance has broadly strengthened since. Nevertheless, they do cite studies that show the dismantling of institutions and government policies that contained executive pay during the post-war years and that pay has increased faster in industries where disclosure rules are weakest (such as private equity, hedge funds, venture capital, and legal services).

Social norms arising from the mainstream acceptance of free-market principles during the Thatcher–Reagan era may also have played a key role, as Piketty and Saez explained in a 2003 paper: “Executive pay is probably determined to a significant extent by herd behavior. Changing social norms regarding inequality and the acceptability of very high wages might partly explain the rise in US top wage shares observed since the 1970s.”14 On a broader level, liberal capitalism appears perfectly suited to the Just World Hypothesis described in Chapter Two. After all, any notion of market justice defaults to amorality if it is believed that the outcomes of markets are less biased the less intervention there is in them

The response to these excesses has been predictably tame. One recently popularized method of curbing executive pay has been through the practice of “say-on-pay”, whereby shareholders are allowed a vote on the company’s remuneration packages. Alas, most of the time such votes are not non-binding they have no impact on workers’ pay either — the problem is not just that executive pay has skyrocketed since the 1970s but that employee wages have not risen nearly enough in real terms. Thus far, say-on-pay has been mostly voluntary, usually as a result of a shareholder revolt, which in turn is driven mainly by one or more large institutional shareholders (such as pension funds) or activist investors concerned over the firm’s mediocre performance.

Figure 6.5: The biggest beneficiaries of globalization and liberal capitalism
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Notes: This data set averages the CEO pay of the top 350 US firms and includes all forms of compensation including salary, bonuses, restricted stock grants, long-term incentive payouts, and either options realized or granted. Source: Economic Policy Institute.

In practice, most of these revolts are unsuccessful even though they do get significant publicity. Ever since the US introduced non-binding say-on-pay rules as part of the Dodd-Frank Act in 2010, failed say-on-pay votes amounted to less than 3% per year among large firms, and when they succeed, they do by “margins that would satisfy your average tinpot dictator”.15 By and large, the view among management is that pay is fairly determined by the market as this shameless internal memo from Swiss investment bank UBS reveals:


As you have probably read, we have had to make some exceptional salary increases within the Investment Bank. These investments were necessary to safeguard our profitable business areas and to secure their success. Following significant cuts in variable compensation, we had fallen well behind the market in certain areas, and that is unsustainable in the long run. We have to pay our employees in line with the market. We will stick to this stance, even if it is criticized in the emotional debate over salaries.16



This was sent in June 2008, just a few months before the Lehman Brothers collapse in September of that year. In October 2008, UBS received $5.3 billion in government bailout funds as it teetered on the verge of bankruptcy, proving that being too big to fail has its benefits.17 The idea that companies can be named and shamed into paying their CEOs less and their employees more is also the logic behind legislation to disclose CEO-to-median worker pay ratios, which was implemented in the US from 2011 as part of the Dodd-Frank Act. Similar legislation was implemented in 2019 in the UK. But lacking a consensus on what is the “right” ratio, such legislation (much like say on pay) will hardly make a dent if it doesn’t address the root problem that firms are undemocratic. Barring mechanisms to provide outside constraints to executives setting their own pay, the monstrously unjust gap in earnings is unlikely to significantly narrow with market-friendly policies like these.

The Road to Corporate Serfdom

“Competition is for losers.”

— Peter Thiel

The corporate elite’s role in widening inequality in the Western world is only half of the story. In fact, according to one widely-cited economics paper published by the Federal Reserve Bank of Minneapolis in 2018, it may only be one-third of the story. Using a mammoth database of workers’ income tax returns matched to employers for the entire US in the period of 1978–2013 (which nicely covers almost the entirety of the laissez-faire era), the authors concluded that around two-thirds of the rise in inequality in earnings during this period took place between firms rather than within them.18 This is a problematic conclusion for those hoping that merely changing the workings of the firm is enough to reduce inequality, but confirms the need for more systemic changes across the economy as a whole. Changes that address the causes of why certain firms seem to be benefitting from modern capitalism and others not.

According to the authors, the causes of inter-firm inequality may be due to a myriad of factors including the rise in skill premiums from technological change; higher levels of outsourcing, which means that industries are increasingly dominated by a few large, high-paying firms and a mass of low-paying sub-contractors; occupational concentration within industries and firms; and growing mobility for higher-payed workers, who can therefore mitigate the monopsonic power of the labor market more easily and find their way into higher-paying companies. Capitalism has always produced winners and losers, but this study seems to confirm the fear that the winners are increasingly taking it all.

The concentration of many industries in the US and Europe has not gone unnoticed and has even been a source of concern for supporters of liberal capitalism. The Economist, for example, complained in 2018 that “America’s airlines used to be famous for two things: terrible service and worse finances. Today flyers still endure hidden fees, late flights, bruised knees, clapped-out fittings and sub-par food. Yet airlines now make juicy profits”.19 The game of Monopoly may preach the virtues of cornering a market for your own profit, but capitalism is based on the idea that free markets promote competition which leads to lower prices and higher quality goods and services for consumers. First year microeconomics also shows that the greater the degree of competition in an industry, the less profitable a firm will be which means that if firms are becoming increasingly profitable despite a decline in the number of firms it is because these markets are becoming less not more competitive (Figure 6.6).

Figure 6.6: The biggest beneficiaries of globalization and laissez-faire
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Notes: This is the sum of total firms that list on US stock markets, as well as the sum of all of their market capitalizations (number of shares listed multiplied by the value of each share) relative to GDP. There are just over half the number of firms listed today than there were at their 1996 peak, yet their total market capitalization is higher, suggesting higher concentration on the aggregate. Source: World Bank.

The slogan that “every billionaire is a policy failure” really means that every billionaire is a market failure that was not addressed by policymakers. The abstract of a 2018 economics paper studying this phenomenon neatly summarizes the problem of concentration:


More than 75% of US industries have experienced an increase in concentration levels over the last two decades. Firms in industries with the largest increases in product market concentration have enjoyed higher profit margins, positive abnormal stock returns, and more profitable M&A deals, suggesting that market power is becoming an important source of value. In real terms, the average publicly-traded firm is three times larger today than it was twenty years ago. Lax enforcement of antitrust regulations and increasing technological barriers to entry appear to be important factors behind this trend. Overall, our findings suggest that the nature of US product markets has undergone a structural shift that has weakened competition.20



Particularly problematic is the tech industry which, unlike the markets of most goods and services, is naturally prone to concentration. More so even than industries that gravitate towards natural monopolies like transportation and utilities (Figure 6.7). This is due to the prevalence of network effects; that is, the increase in the value of a tech product the more people use it which essentially makes competition impractical — it is more convenient for just one social media platform like Facebook to exist than if we had to engage with our friends across three or four different platforms. In this sense, these hyper-capitalist enterprises ironically have far more in common with state-provided utilities like railroads or the water supply than most other private industries. In the words of media author and scholar Johnathan Taplin:


I would say Google is as close to a natural monopoly as the Bell System was in 1956. If you came to me and said “Hey, I want to start a company to compete with Google in search,” I would say you’re out of your mind and don’t waste your energy or your time or your money, there’s just no way. Classic economics would say that if there’s a business in which there are 35 percent net margins, that would attract a huge amount of new capital to capture some of that, and none of that has happened. That tells you there’s something wrong.21



Unsurprisingly, a large share of tech tycoons professes some degree of adherence to libertarianism. In some cases, like that of PayPal founder Peter Thiel (perhaps the most vocal libertarian of his cohort) the obsession with market fundamentalism made him become a staunch supporter of Trump, and he even served as part of his transition team. He remained a Trump advisor even after many of his tech colleagues, such as Elon Musk, abandoned the administration due to its withdrawal from the Paris Agreement on climate change.

Figure 6.7: The bigger firms keep getting bigger
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Notes: This chart shows the share of revenues by the top 4 firms in each industry (based on NAICS two-digit levels which are given in parenthesis) where data on industry concentration is available. Information (51) is compared with 2002 given the unavailability of concentration data for that level in the 1997 census. Source: Author’s calculations from US Census Bureau’s Business Census.

It’s not hard to understand the allure of libertarianism to the tech community even if only a handful took the extreme path of embracing Trump. Unlike, say, investment bankers who must work under the oversight of public institutions (finance ministries, regulators, central banks), the world of technology is not nearly as saddled by government interference. Tellingly, the tech elite professes an aversion to regulation even greater than traditional conservatives, which is hardly a healthy economic position to hold particularly after the global financial crisis.22 And whereas banking increasingly appears more like a comfortable cartel of “too big to fail” institutions, competition in Silicon Valley can be more cutthroat, even though the consolidation of the tech markets into a few supersized firms like the “Big Four” (Amazon, Apple, Facebook, and Google) means that said competition is nowhere near as intense as during the glory days of the Dot Com boom of the 1990s. Most wannabe tech entrepreneurs dream of “grow fast, lose money, go public, cash out”, hardly the mentality to challenge the companies that dominate the industry.23

There is an inherent conflict in liberal capitalism between the desire for free markets to lead to competition — as advocated by consumers and (at least in theory) government — versus the desire for free markets to lead to greater market concentration — as firms would prefer. In particular, those firms that already hold some position of dominance in their respective industries. To this end, the ability of firms to achieve these aims is testament to the increasing subservience of political power to economic power. This is unfortunately a self-reinforcing process: with greater profits comes greater resources to force the hand of governments to allow firms to operate with ever fewer impediments. According to data from the Center for Responsive Politics, corporate lobbyists in the US spent $3.5 billion in 2018 (Figure 6.8).24 A pittance to their bottom line (around 0.2% of total corporate profits that year25) but one which represents an important source of financing for the political class.

Figure 6.8: US elections are being fought and bought

[image: image]

Notes: Data for election spending is given only for election cycles, annual lobbying data is available at the CRP website but for visual purposes, is only shown biennially here. Dark money includes all nondisclosed outside spending, that is, not coordinated with candidate campaigns. Source: Center for Responsive Politics.

One would struggle to find an activity that represents greater value-for-money than lobbying. What is most shocking is how governments in countries like the US have made it easier for lobbyists to operate, either by setting higher (even unlimited) thresholds for spending and obscuring the source of many of those funds resulting in a rise in so-called “dark money” that cannot be easily traced. Yet another contradiction between the liberal view on politics and economics is that while we have demanded greater transparency and accountability for the actions of public officials, we have been more than happy to ensure anything involving private money is as opaque as can be as recent exposures of tax haven wealth leaks also show (this being yet another issue that liberal governments constantly pretend to want to address but never actually do so).

By far the most important event in the rise of modern corporate lobbying is the disastrous Citizens United v FEC US Supreme Court decision in January 2010, and the lesser-known but complementary SpeechNOW v FEC decision just a few weeks later. These decisions paved the way for the creation of so-called “Super PACs” (political action committees), which are capable of accepting unlimited campaign contributions from individuals and corporations. Since 2010, outside spending such as that organized through Super PACs has skyrocketed to over one billion dollars per election cycle, to which must be added another three billion from traditional PACs, which brings the grand total of campaign spending plus lobbying (for any cause) in the US to around $7.6 billion in 2018 alone. While it is true that many lobby groups such as unions support left-wing candidates and causes, there is evidence to suggest that there is a considerable overall bias towards the right so much that one study determined that Republican candidates gained a 4% advantage in their election probabilities (and up to 10% in some states) thanks to Citizens United.26 The study suggested three reasons for this:


(1) Citizens United removed binding constraints on political speech by business and labor interests, and their removal increased independent expenditures; (2) business interests have traditionally outspent labor interests and are likely to be in a better position to take advantage of the opportunities created by Citizens United; and (3) business interests have traditionally supported Republican candidates more than Democratic candidates.



The result? The two largest recipients of lobbying money are the pharmaceutical and insurance industries, which explains why the US has found it impossible to enact more substantive healthcare reform. But virtually all industries benefit from the corporate capture of politics. Take the 2017 tax reform which led to a fall in federal corporate tax revenues by $92 billion (nearly one third) in its first year alone, which represents the scale of the “gift” to businesses — many of which went on to sack thousands of employees despite the boost to their bottom lines. Given the lack of conclusive empirical evidence for supply-side policies like tax cuts lifting long term growth, it seems as though the projected $1.9 trillion hole that the tax reform will blow in the US budget will stand out as the price that ordinary taxpayers will pay for the US liberal political elite’s infatuation with laissez-faire.27

And it’s not as though the super-rich needed even more from the “magic money tree”28 that is the state. US businesses have already enjoyed a windfall of trillions of dollars in de facto subsidies from the stagnation of wages since the late 1970s relative to productivity — in a truly competitive labor market they should grow in tandem. Although the gap between productivity and wage growth has been growing in the West, in the US the latter has remained virtually flat for four decades (Figures 6.9-6.10). In light of the epidemic of so-called “bullshit jobs”, one must wonder whether there might not be a corresponding epidemic of “bullshit firms” which only remain profitable due to these exorbitant privileges.

Figure 6.9: Wages are not catching up with productivity in the US

[image: image]

Notes: The decoupling of productivity and wages has been an ongoing phenomenon in the US since the early 1970s, but truly became apparent from the 1980s onward. Few charts show the dysfunctionality of the US economy in the post-Reagan era as well as this one. Source: Economic Policy Institute.29

Figure 6.10: The rich world has seen this phenomenon as well
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Notes: The wage decoupling story is not unique to the US since, on average, the OECD economies have also seen as similar trend in recent decades, where it has been most evident in Poland, Korea, Hungary, and Ireland, all of whom have seen average productivity growth over 1 percentage point higher than average wage growth. Source: OECD.

And yet if one lesson from the US can be learned, is that one of the major victims of unrestrained capitalism are aspiring capitalists themselves as evidenced by the gradual decline in the business startup rate which today is about 40% lower than in the late 1970s (Figure 6.11). Looking back at a famous quote by the former CEO of General Motors, Charles E. Wilson, it turns out that what is good for General Motors is not necessarily good for the country.30 Nor is it good for anyone hoping to eventually compete with General Motors.

Figure 6.11: American entrepreneurship in the laissez-faire age
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Notes: This chart shows the dramatic decline in the US business startup rate since the late 1970s, which even during the supposed post-crisis “boom” is barely over 10%, compared to rates between 14–17% during the inflation-riddled late 1970s. So much for deregulation and tax cuts spurring entrepreneurship. Source: US Census Bureau (Business Dynamics Statistics).

The Global Haves and Have Nots

“Countries around the world provide frightening examples of what happens to societies when they reach the level of inequality toward which we are moving. Is not a pretty picture: countries where the rich live in gated communities, waited upon by hordes of low income workers; unstable political systems where populists promise the masses a better life, only to disappoint. Perhaps most importantly, there is an absence of hope. In these countries the poor know that their prospects of emerging from poverty — let alone making it to the top — are minuscule.”

— Joseph Stiglitz

Perhaps US citizens appalled by the state of inequality in their country should feel better about the fact that inequality for the whole world is far worse than some of the most unequal countries in it. By virtue of being a citizen of one of the richest countries on the planet, even the avocado-toast-eating millennial priced out of the housing market can feel satisfied that they are part of the global elite. According to the latest global income estimates from Branko Milanovic, the global Gini coefficient (a widely used measure of inequality that goes from 0 to 1, the former being perfectly equal and the latter perfectly unequal societies) came in at 0.63 in 2013 (Figure 6.12). This would put it around the levels of Haiti and South Africa, the only countries in the world with Gini coefficients over 0.60.

And that’s the good news: the global Gini has been gradually declining since hitting a peak of 0.69 in 1988. This decline in global inequality is also a recent phenomenon. Historic estimates (with less robust data than the post-1988 figures) show that global inequality stood at 0.43 in 1820 when capitalism and industrialization were in their infancy. Despite the rapid growth of many developing economies in the post-war era, not only did global inequality continue to increase but the share of inequality caused by between-country (as opposed to within-country) differences also grew.

Like poverty, global inequality only began to decline when two countries that together account for around one third of the global population began converging: China and India. In fact, the component of the Gini coefficient that is accounted for by within-country inequality has risen since 1988 and now accounts for around one-third of global inequality, compared to around one-fifth in 1988.31 Tellingly, both China and India have become considerably more unequal (depending on the source, China’s Gini is now around the same or even higher than that of the US32), which illustrates how country-level and global inequality dynamics can vary dramatically. The scale on which China and India have impacted the global Gini coefficient is not insignificant: it explains the entirety of global inequality reduction throughout the 1980s and 1990s, and the majority of it thereafter. Data from the Bruegel Institute shows that if China and India’s relative shares of income and population as well as their within-country inequality had remained unchanged, global inequality would be virtually identical in 2015 to what it was in 1988.33 This picture is even less favorable when China and India are taken out of the global Gini calculation altogether. Under this measurement, inequality today is worse than in 1988.

Figure 6.12: A very unequal world
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Notes: The Gini coefficient (or index) is the most commonly used indicator for inequality and ranges from 0 (perfect equality; all people have equal income) to 1 (perfect inequality; one person receives all income). Historic data for 1820–1980 is provided by Bourguignon and Morrison (2002), with more recent data from Lakner and Milanovic (1988–2008) and Milanovic (2013). Decomposition of between- and within-country inequality in the L-M / M series is based on Thiel’s L, a different inequality indicator and thus, actual shares of the Gini coefficient may vary slightly. Sources: Bourguignon and Morrisson (2002), Lakner and Milanovic (2016), World Bank (2016).

Figure 6.13: As with poverty, China and India distort the inequality story
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Notes: The decline in global inequality looks much less impressive when China and India are taken out of the equation or if their shares of population (relative to the world) and income (relative to the US) remained unchanged, along with their within-country inequality. Source: Bruegel Institute.

It is worth emphasizing that the 1980s and 1990s represented the pinnacle of laissez-faire-inspired globalization, when free-market doctrines were being imposed with religious zeal by global financial institutions such as the IMF and the World Bank, particularly on those countries unfortunate enough to have suffered economic crises during this period. In these cases, crisis-stricken countries were forced to undertake a cocktail of “structural adjustments” that typically involved rapid liberalization, opening up to trade, privatization of state enterprises, deregulation, and other market-friendly policies as exemplified by the Washington Consensus. Rarely were these policy prescriptions tailored to each country’s specific contexts but applied as a one-size-fits-all that did little to make these countries more competitive, nor to resolve their respective socio-economic ills.

Figure 6.14: The world is not catching up to the West
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Notes: Only East Asia as well as South Asia have shown any convergence with OECD average levels of GDP per capita. All other regions in the world are poorer relative to the OECD today than they were during their early twentieth century (Latin America and Sub-Saharan Africa) or 1970s (Middle East) peaks. As can be seen in this chart, no region in the world currently has average incomes much more than a quarter of the OECD average. Source: World Bank.

As a result, convergence with Western income levels not only stagnated but declined, reversing the catch-up process that many of these countries had begun during the post-war period. My country and darling of globalization in Latin America, Mexico, is a fine example of this, having seen its income per capita (in PPP terms) peak at just over half of the US’s in 1981, only to see that fall to one-third by 201834 — despite the ambitious North American Free Trade Agreement (NAFTA) that Ivy League-educated Mexican technocrats thought would bring the country first-world prosperity. Economist and globalization critic Dani Rodrik explained the consequences of this free-market fundamentalism:


The one thing that is generally agreed on about the consequences of these reforms is that things have not quite worked out the way they were intended. Even their most ardent supporters now concede that growth has been below expectations in Latin America (and the “transition crisis” deeper and more sustained than expected in former socialist economies). Not only were success stories in Sub-Saharan Africa few and far in between, but the market-oriented reforms of the 1990s proved ill-suited to deal with the growing public health emergency [AIDS] in which the continent became embroiled.35



So why have so many people been so easily fooled that global inequality has gotten so much better? Looking back at the “elephant chart” shown in Chapter Three, one would assume that such huge increases in income growth in the middle-income segments of the world would have brought inequality down to more acceptable levels. Unfortunately, the elephant chart suffers from a serious problem of scale. Dividing the world population into equal segments such as deciles or ventiles says nothing about how wealthy each was to begin with, and consequently, how much in absolute terms the growth in income actually represents. Transforming the same chart into absolute numbers reveals a shocking result: almost the entirety of global income growth during the period in question has been received by the top 10%. That is, the Western world. Whereas people in the fourth and fifth deciles (the so-called “global middle”) and the top 1% both saw income growth of over 60% according to the elephant chart, this represented an absolute increase of just $633 for the former but $22,891 for the latter. This is a difference in absolute income growth of around 36 times (Figure 6.15).

The indisputable fact that the rich world reaps the majority of global income growth should be a dose of cold water on the narrative of the rise of the global middle class that is not only central to the New Optimist’s progress narrative but is taken as an unchallenged talking point across the broader policy ecosystem. The Brookings Institution, for example, boldly declared in 2018 that humanity had finally reached a tipping point in that most of the planet’s inhabitants were no longer poor:


September 2018 marks a global tipping point. After this, for the first time ever, the poor and vulnerable will no longer be a majority in the world. Barring some unfortunate global economic setback, this marks the start of a new era of a middle-class majority.36



Figure 6.15: The global rich have gotten most of the gains

[image: image]

Note: Compare this chart with the “elephant chart” in Chapter Three. Based on absolute income changes rather than growth rates, it is evident that the top 1% of the global population was the one that saw the biggest income gains since 1988. More so, only the top 20% had absolute income gains higher than the average. Base levels matter. Source: Milanovic (2016).

The idea that the majority of the world’s population is now middle class is not borne out by the data. Bear in mind that a universal definition of a global middle class does not exist, and economists have typically used thresholds of around $10-13 a day PPP.37 But using World Bank data based around Brookings’ own preferred threshold of $11 a day, we have it that just over two-thirds (67.3%) of the global population in 2015 was poor or vulnerable, the latter being the description given for people that have emerged from the $1.90 a day international poverty line but are not yet middle class. This is not fundamentally lower than the 77% level in 1990. In short, only one out of ten people in the world moved into the middle class in the quarter century before 2015 despite global GDP more than doubling (Figure 6.16).

Figure 6.16: The world is not middle class
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Notes: This chart shows the different income categories according to the Brookings definition of global middle class ($11-110), this definition coming from economist Homi Kharas who previously worked in the World Bank. Data comes from the World Bank and is the same used in the charts in Chapter Three. As can be seen, the grand majority of people remain in the poor or vulnerable categories and only the developing countries of Europe and Central Asia as well as the high-income countries of the West are predominantly middle class. Due to unavailability of data, South Asia figures are for 2013 rather than 2015, and for Europe and Central Asia for 1993 rather than 1990. Source: World Bank PovcalNet

There is also a qualitative aspect that is worth mentioning: the data really measures middle income, not middle class which is even more difficult to define. Usually it is done so on the basis of certain common characteristics such as the type of occupation, education levels, voting habits, and job security, whether this be the long-term (or even lifetime) employment that was common in the post-war period or access to social safety nets. The sad reality is that much of the global middle class lacks anything resembling this. For example, the OECD described Latin America’s burgeoning middle classes in 2011 in less than flattering terms:


[T]he region’s middle sectors are economically vulnerable and are closer to the disadvantaged than to the affluent in many aspects. For example, few middle-sector household heads hold college degrees and many work in the informal sector. Many risk falling into the ranks of the poor if they fall ill or lose their jobs.38



The myth of the global middle-class clashes squarely with the reality of non-convergence. Returning to Hans Rosling’s comparison of the Zambia of today and the Sweden of 1921 that was mentioned in Chapter Three, he may have been surprised to know that Zambia in those days was probably richer relative to Sweden than it is now: at least using 1950 data (the earliest available for Zambia), it had an income per capita that was 12% of Sweden’s compared to just 8% in 2016.39 And that’s using purchasing power parities, which often overestimate the income of developing countries since most tradable goods are priced globally rather than locally. In other words, a haircut or taxi ride will be considerably cheaper in Lusaka than Stockholm but a smartphone or airline ticket (which presumably these new middle classes will be consuming more) will cost roughly the same. Using constant dollars unadjusted for PPP, Zambia’s income relative to Sweden has gone from 8% to just 3% between 1960 and 2017.40 This is not an isolated case. Jason Hickel has estimated that the average income gap between the West and the rest has quadrupled during this same period.41

That a large part of the world’s population struggles to make ends meet or is at constant risk of falling back into poverty should throw cold water on the international development triumphalism that we see from the New Optimists. We do not live in a middle-class world, and aside from a few success stories like China, developing countries are not catching up to the West. But even accepting the progress narrative at face value risks missing a much more important questions for our economic future: is the world that liberal capitalism has created a just one? And is inequality the main determinant of this?

Inequality and Justice

“If there is any society among robbers and murderers, they must at least, according to the trite observation, abstain from robbing and murdering one another. Beneficence, therefore, is less essential to the existence of society than justice. Society may subsist, though not in the most comfortable state, without beneficence; but the prevalence of injustice must utterly destroy it.”

— Adam Smith (The Theory of Moral Sentiments)

Why does economic inequality matter? For the libertarians in the New Optimist ecosystem, it doesn’t. Matt Ridley has it that “by any conceivable measure, absolute poverty has fallen dramatically over the past few decades, so why should it matter if the rich get richer?”42 Easy to say for an Eton-educated hereditary peer (he is the 5th Viscount Ridley) who sits in the House of Lords and lives in a 8,500-acre country estate in Northumbria. For others like Pinker, the problem of inequality needs to be placed in the context of other, more important, human needs. “Economic inequality”, he writes, “is not itself a dimension of human well-being, and it should not be confused with unfairness or with poverty”.43

It is certainly the case that in the face of abject poverty, the wealth of Jeff Bezos is meaningless: what matters is getting a chance to eat any part of the pie before demanding a greater share of it. Under such circumstances, inequality becomes an acceptable tradeoff. In fact, an old economics theory known as the Kuznets Curve assumed that market forces would widen inequality in the incipient stages of economic development only to narrow it when an economy became more mature. This proved not to be true, as is now painfully obvious in the West, although the reasons why inequality could narrow seem self-evident: richer countries can afford more comprehensive welfare states and other redistribution mechanisms, and can create larger and more prosperous middle classes to act as a counter to the interests of economic elites. Poorer countries can’t. But by the New Optimist logic, few countries remain at such abject levels of squalor that inequality cannot be taken out of consideration. Certainly, all Western countries, and many middle-income ones too, have the resources to reduce inequality to more socially acceptable levels.

By peddling the notion that inequality is not central to human progress, Pinker commits a number of argumentative fallacies. For starters, what matters is not the wealth of the super-rich but the mechanisms that made them so wealthy. Harry Potter author J.K. Rowling, who he uses as an example of someone who became a billionaire by making other people “better off” through their enjoyment of her books, has certainly deserved her success and has not exploited anyone’s labor in the process. It’s not clear that Jeff Bezos, whose hundreds of thousands of Amazon warehouse workers toil in conditions more akin to beasts of burden, cannot claim the same and it’s worth pointing out that the great majority of billionaires have more in common with Bezos than Rowling in terms of how they made their money.

Pinker also places too much emphasis on the admittedly weak links between inequality and happiness and well-being (with all the caveats that were described in Chapter Four), while discounting the very strong links found within a plethora of quantifiable social ills such as mental illness, diseases of despair, crime, incarceration rates, teen pregnancies, and so on. He implies that these phenomena, as analyzed in works such as Richard Wilkinson and Kate Pickett’s The Spirit Level, constitute “the left’s new theory of everything” yet makes no effort to factually debunk the plethora of statistical claims that this book makes.44 If anything, responsible policymakers should welcome these linkages. For fiscally-strapped, post-austerity governments, it is far more efficient to concentrate on addressing one socio-economic indicator (inequality) than a dozen others in isolation.

But it is his criticism of the link between inequality and fairness that is most puzzling, especially coming from a psychologist. Pinker quotes a 2017 study by Christina Starmans, Mark Sheskin and Paul Bloom which concluded that “people prefer fair inequality over unfair equality” to show that inequality does not produce psychological harm.45 The fallacy here is twofold. First, that people’s natural psychological dispositions amount to a definitive conclusion about a moral position such as fairness, thus ignoring the mountains of evidence from the behavioral sciences (which Pinker as a cognitive psychologist is surely familiar with) that show people do not necessarily act rationally or with their best interests in mind.46 If anti-egalitarians complain that there’s no consensus what the right level of equality is, surely it is equally preposterous to think we can agree on what the right definition of fairness is either (that the study only tested children doesn’t help).

Secondly, there is the false dichotomy that one has to accept liberal capitalism’s uncomfortable tolerance for inequality because the only other way to achieve optimal levels of equality is through massive catastrophes like plague and world war (Pinker quotes Schiedel’s “four horsemen” to argue this point).47 And yet the post-war social democratic experience is proof that it is possible without chaos. In fairness, Pinker is at least notionally supportive of ideas like universal basic income and does not appear to have much sympathy for the more rapacious type of capitalism seen in the US, something which certainly sets him apart from libertarians like Norberg and Ridley. Still, it’s hard not to understand his broader disdain for inequality as yet another attempt at scoring points against the left-wing “progressophobic” intellectuals and social justice warriors to which inequality matters a great deal.

It is impossible to define what an acceptable level of inequality would be, although it is amusing to note that polls suggest even Republican voters in the US would prefer a distribution of income similar to Sweden’s (insofar as they are not told it is Sweden’s lest it exposes their subconscious socialist).48 Perhaps it is only when inequality ceases to be a dominant social/political imperative, but this too is shaped by existing narratives and cultural norms as evidenced by how easily the Reagan–Thatcher laissez-faire revolution convinced people that it was not an issue that mattered. Yet the reality that just reward has become increasingly rare in countries like the US should make even the most ardent laissez-faire apologist uncomfortable, particularly those who wax lyrical about the meritocratic aspects of free markets and free enterprise. One only needs to look at the millions of unrewarded man-hours of labor that contribute to the growth of the US economy to think that the system is broken regardless of whether one wants to argue on moral or empirical grounds (Figure 6.17).

What we do know is that economic outcomes between individuals should be central to any notion of what a just society should look like. US political philosopher John Rawls famously described the original position as a thought experiment of how such a just society should be conceived.49 In this original position outside a “veil of ignorance”, no citizen would know what life they would be born into within society. You could just as easily end up being Jeff Bezos as you could one of his warehouse workers. Under the logic of loss aversion, it would appear that it is preferable to avoid being the warehouse worker than hoping to be Bezos, which suggests that people would prefer to live under more egalitarian societies. Being the poorest Swede is far better than being the poorest American or Briton, even if the possibility of amassing stupefying levels of wealth is much higher in the latter two countries.

Figure 6.17: The rewards of growth in the US have gone to the rich
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Note: This chart shows the share of income received by the bottom 90%, the top 1%, and the top 10-1% (basically the top 10% minus the top 1%). This shows how the top 10% and 1% have gradually increased their share of income gains, particularly since the Reagan period. During the Bush-era expansion, the bottom 90% received practically no growth, while in the immediate post-financial crisis recovery, the gains were being reaped almost entirely by the top 1% while the bottom 90% lost 16%. If this chart doesn’t convince you on the moral and practical urgency in addressing inequality, nothing will. Source: Adapted from Tcherneva, P.R. (2015).50

Rawls therefore appeared to be justifying a welfare state to prevent people from obtaining the worst possible outcomes of a laissez-faire society. This Rawlsian view of justice, however, suffers from a failure to see justice as an outcome rather than as a process, and hence that even a society governed by “just” institutions can produce outcomes that are far from just.51 And not just institutions, but also the cultural norms that underpin them, as was mentioned in the proposed definition of progress in Chapter One. For example, you could easily believe in equality of opportunity rather than outcome and assume that a society based around aspirational values like the “American Dream” is good enough behind the veil: regardless of whether you were born as an Amazon warehouse worker, you can aspire to become CEO after Bezos retires with enough hard work, persistence, and grit. It doesn’t matter that this is highly improbable, only that it be possible.

Absent any moral framework for economic justice, the inevitable result under liberal capitalism is a surrender to the amorality of the market mechanism, one that demands sole obedience to rational rather than reasonable impulses. In his defense, Rawls did not fail to notice this in his later work, Political Liberalism, which echoes the same distinction made between rationality and reasonableness that W.M. Sibley described (Chapter Two):


What rational agents lack is the particular form of moral sensibility that underlies the desire to engage in fair cooperation as such, and to do so on terms that others as equals might reasonably be expected to endorse. I do not assume the reasonable is the whole of moral sensibility; but it includes the part that connects with the idea of fair social cooperation. Rational agents approach being psychopathic when their interests are solely in benefits to themselves.52



In fact, Rawls’s later writings veer so sharply to the left that one recent book describes him as a “reticent socialist”.53 Particularly striking is the recognition that the “welfare-state capitalism” (what we would call social democracy) that he seemed to endorse in A Theory of Justice naturally gravitates towards plutocracy, something which would have been apparent to him after the Reagan revolution of the 1980s destroyed all vestiges of the just society he envisaged. It is a shame that his later, more radical ideas have been left obscured by his earlier work but they should make for uneasy reading to those who assume that even Rawls’s seemingly benign, social democratic version of liberalism has any future in the twenty-first century.

The recognition that liberal capitalism has not produced just outcomes therefore begs the question as to whether the processes that led to these outcomes were fair in the first place. If these processes are inseparable from liberal capitalism itself then we should be less concerned about “saving” capitalism but about preparing for what will succeed it. And making sure that any new orthodoxy is not one that appeases the anti-democratic urges of far-right demagogues, but rather, offers the ultimate remedy against them: economically prosperous and just societies that prioritize the needs of society over the greed of a few. If the crisis of liberalism is to teach us anything, it will be that a return to normal will only bring us closer to tyranny in the longer run.


PART III:

THE END OF THE END OF HISTORY


CHAPTER SEVEN: THE EVIL THAT MEN DO

Two Minutes to Midnight

“The only people who should be allowed to govern countries with nuclear weapons are mothers, those who are still breastfeeding their babies.”

— Tsutomu Yamaguchi, Hiroshima and Nagasaki survivor

If art imitates life, then no single day in the history of humankind has outdone the best Tom Clancy techno-thriller better than October 27th, 1962. At the height of the Cuban Missile Crisis, the Soviet diesel-powered submarine B-59 found itself ringfenced by a task force of US surface ships enforcing a naval blockade of the island in order to prevent further missiles from being transported from the USSR. The B-59, along with three other submarines in its flotilla, was tasked with protecting the Soviet ships that intended to defy the blockade, a standoff which carried apocalyptic consequences: one wrong move by either side could set off a chain reaction of events leading to a nuclear exchange between the two superpowers. Nerves were also at their breaking point due to a number of other incidents that took place that same day, namely the shooting down of a U-2 spy plane over Cuba as well as the accidental straying in of another U-2 into Soviet airspace. The possibility that unreason would prevail in the minds of key political decision-makers and military men never had more dire consequences for humanity.

The B-59 was being hunted by the USS Beale, a World War II-era destroyer that was armed with what was still the standard anti-submarine weapon used by surface ships, depth charges. Given that the standoff was still short of an actual shooting war, the officers of the USS Beale decided to use practice depth charges to signal to the B-59 to surface and identity itself. But thinking that the depth charges were live rounds, the Soviet sub did the exact opposite and submerged to a depth in which it lost radio contact with Soviet authorities. Unbeknownst to the Americans, the B-59 was carrying a sinister payload in the form of T-5 nuclear torpedoes with a five kiloton warhead, about a third of the explosive power of the Hiroshima bomb and clearly enough to obliterate any ship afloat as well as anything around it. After some time, the submarine’s batteries began running out (diesel, unlike nuclear submarines, cannot remain submerged for long periods) and the decision had to be made to either surface or attack.

Tired of this cat and mouse game and with his country’s honor at stake, the captain of the B-59 had unequivocally made up his mind by 5 p.m.: “We’re going to blast them now! We will die, but we will sink them all. We will not disgrace our navy”.1 The torpedo would not be wasted on the puny USS Beale but the USS Randolph, an aircraft carrier that was the flagship of the blockade force. The submarine’s political officer agreed. But fortunately for the human species, the decision to use nuclear weapons depended on a consensus of three people, which also included the boat’s second officer, Vasily Alexandrovich Arkhipov. Arkhipov vetoed the motion and persuaded the captain to surface. We may think, as Pinker does, that the Cuban Missile Crisis was ultimately resolved by cooler heads in Washington and Moscow drowning out the calls for war: “The records show that Khrushchev and Kennedy remained in firm control of their governments and that each sought a peaceful end to the crisis, ignoring provocations and leaving themselves several options for backing down.”2 Reality, however, played out quite differently. In a practical sense it all came down to the decision of one man in a submarine.

Arkhipov has not been the only person to singlehandedly avert a nuclear apocalypse. There have been over a dozen “nuclear near misses” involving both the US and the Soviets almost all of which have involved some human or technical errors. On November 9th, 1979, US national security adviser Zbigniew Brzezinski was woken up at 3 a.m. by officers from NORAD (the North American radar air defense command) who had detected a possible Soviet launch of over two thousand ballistic missiles. Actually, a nuclear war training test had been wrongly loaded on a computer. In the next few months three further technological glitches caused nuclear false alarms, including one caused by a faulty computer chip that cost just $0.46. A senior State Department official was quoted during this time as saying that “false alerts of this kind are not a rare occurrence” and that there is a “complacency about handling them that disturbs me”.3 And in September 1983, probably the second closest call came when another Soviet officer, Stanislav Petrov, disobeyed protocol after an early warning system detected a US missile strike which he deliberately failed to report to his superiors. It was, as he correctly assumed, a false alarm. He later admitted that he was only “50–50” sure at the time that the attack was not real.4

What is arguably more complacent is the assumption — possibly a lethal one for a large chunk of humanity — that a repeat of this situation could not take place again. Or that if it were to, that the outcome will inevitably be determined by reasonable individuals like Arkiphov or Petrov. Almost three decades after the end of the Cold War, there are still nearly 9,500 nuclear warheads stockpiled around the world, mainly in the US and Russian arsenals. New Optimists note that this is a fraction of the quantity held in the 1980s (almost 65,000)5, before the two superpowers signed a series of strategic arms reductions, but this is still enough to drop around eighteen warheads on every city on Earth with at least a million people. Worse still, both countries at the time of writing are led by belligerent, unpredictable leaders who are far more dangerous in this sense than any of their Cold War predecessors and, if anything, it is the leader of the “free world” who is the more concerning of the two. As Europe painfully learned in the summer of 1914, it only takes a minor confrontation to trigger a chain of events that leads to a much broader and catastrophic conflict, and there is no shortage of current powder kegs that could end up becoming the twenty-first century’s version of the assassination of Archduke Franz Ferdinand in the streets of Sarajevo.

But one would hardly get the idea from the New Optimist progress narrative that humanity may be on the brink of a global catastrophe. Arguably the most triumphalist of their claims is that humanity has become so much less violent than in the past that a return to the forms of barbarism of ages past now appears almost unimaginable. In The Better Angels of Our Nature, Pinker describes how the various trends of pacification, civilization, humanitarianism, and human rights acceptance, won the long arc of history against our “inner demons” of predation, dominance, revenge, sadism, and utopian ideology. This thesis is far from unsupported. There is overwhelming evidence that, indeed, a human being born in the twenty-first century is less likely than at any time in the past to die at the hands of another human being, be it as a result of homicide, execution, war or some other act of lethal intra-species violence. The New Optimists seem to imply that we have found the formula for peaceful coexistence thanks to the Enlightenment ideas that led to liberal democracy and capitalism. As with most aspects of the progress narrative, however, the real story may be somewhat different.

Killing in the Name

“Many of the men who raped her came splattered in blood from ‘the work’ — the killings. They left the blood smeared on her body. ‘I went three months without putting my clothes on. After a couple of days, I couldn’t even cry. I was thirsty, hungry, swollen, nauseated, my head ached, I had a fever. At a certain point, I asked myself, Does God exist? We were always taught that God loves us— He would not have let me live through this. Clearly, He does not love me.’”

— Account of Athanasie Mukarwego, Rwandan genocide survivor6

The reduction of death due to violence is one of the central pillars of the progress narrative. and why shouldn’t it be? It’s hard to contest the fact that deadly violence is the ultimate expression of the barbarism inherent to the Hobbesian “state of nature” that post-Enlightenment civilization has helped us (partly) escape. Furthermore, Pinker is right to question the unfortunately popular narrative of the “noble savage”; the pre-industrial tribes that lived in harmony with themselves and with nature, but which are more likely to be found in myth than reality. But could he also be accused of mythologizing the peaceful disposition of Enlightened modernity? Have our inner demons been tamed or just rendered dormant, given the particular circumstances of our day and age?

Before answering those questions, there are important philosophical questions that have to be factored in when understanding the long arc of human violence. The first is whether lethal violence is necessarily the ultimate consideration in people’s assessment of risk and well-being. Although we can agree that life is the most precious human commodity, it does not follow that an aggregate condition of less death is always preferable to one with more death. For this to be the case, we would have to assume that no indicator of well-being can be improved to the point that it is preferable over any increase in the risk of dying. My country, Mexico, is a case in point: immigration to the US, which had skyrocketed in the 1990s, has declined dramatically since the start of so-called drug war in 2006 despite the homicide rate more than doubling along with a surge in kidnappings and disappearances.7 Our overall conception of well-being is constructed by many more variables than just the risk of death, and it certainly seems like our desire to escape a violent society only becomes credible once it reaches severe proportions, as is the case with refugees from war-torn Syria or the migrant caravans from gang-ridden Central America.

Despite seeming like a pedantic point, it is a necessary one to make before asking the second question, which is whether violence is inherently bad. According to a 2016 study published in Nature by a team of Spanish evolutionary biologists, the most violent period in human history was the post-classical period of New World civilization (Figure 7.1).8

Figure 7.1: Human violence over the ages
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Notes: This is a box-and-whisker chart of violence across different periods of human history and has been reproduced from the above-mentioned Nature study. The line in the middle of each box represents the median, and each side of the box is the immediate upper and lower quartile. The lines represent the outer upper and lower quartiles. As can be seen, human violence has not had a fully downward trend. Source: Author’s approximations from Gómez, J.R. et al. (2016.)9

During this period, a median of around one in twenty of all deaths are estimated to have come from intra-species violence. Violence presumably decreased as a result of the conquest (the study doesn’t differentiate between the New and Old Worlds beyond that), but were the three centuries of European domination preferable even if they were more peaceful? The indigenous peoples of the Americas who didn’t die from Old World diseases like smallpox or by European atrocities end up as third-rate citizens in their own lands under the de facto colonial caste system. Half a millennia after the conquest, most indigenous people in the Mesoamerican and Andean heartlands of their old city-states and empires live in poverty. Peace imposed by subjugation is not factored into the New Optimist’s binary, utilitarian view of less violence being preferable which can all too easily justify colonialism and conquest if no judgement is made on the moral justification of the violence to oppose it if it negatively impacts the death figures. Would it not have been statistically better if Britain, France, and Russia simply let the Nazi tanks roll in?

As for trends, it is also not the case that the historical arc of human violence has had a clear downward slope. Evidence from the same Nature study suggests that both in the New World and Old World, humanity has had its violent streaks interrupted by more peaceful periods. For example, the Mesolithic period (better known as the early Stone Age) is shown to have been around twice as violent as the Neolithic period (late Stone Age), which itself was over twice as violent as the Bronze Age. Violence then surged in the Iron Age and Medieval periods before falling back again in the modern and contemporary ages. The type of social arrangement is also not the sole determinant of their propensity for violence. The study showed that contemporary bands and tribes were more violent than their historic equivalents; only the nation-state was shown to be categorically less prone to violence than other social arrangements.

One possible reason for this has nothing to do with the idea that human beings living under civilized nation-states are naturally less violent, but rather, that nation-states have larger and more organized populations than bands and tribes. One recent study by anthropologists Dean Falk and Charles Hildebolt (which openly challenges Pinker’s conclusions) showed that violent deaths, such as those seen in war, decline as a share of the population the larger a population is. This should be intuitively obvious: smaller populations are more vulnerable than larger ones10. Even the advent of industrialized warfare has not changed this, as evidenced by the rate of killings during the 1994 Rwandan genocide committed with small arms and machetes approximating or possibly even exceeding that of the Holocaust, despite the latter’s having been undertaken with the bureaucracy and machinery of an industrialized state (Table 7.1).

Table 7.1: Machetes kill as quickly as death camps
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Notes: Although killing of Jews began the moment that the Germany army rolled into Poland, their systematic elimination only began following the invasion of the Soviet Union on June 22nd, 1941. This was initially undertaken by Einstazgruppen (SS death squads), and later from 1942 onward as part of the “Final Solution”. Including the whole of World War II into the timeline reduces the daily death rate to around 5,500 a day. The Holocaust figure includes the five million non-Jews who were also murdered by the Nazis. Estimates for the Rwandan genocide vary widely, with the most reliable ones suggesting either 500,000 or 800,000 though the UN has suggested one million as a potential highest estimate. Sources: Various.

Much of the explanation for the decline in battle deaths also has nothing to do with war becoming less likely or less violent but because war is different than in the past due to a myriad of exogenous factors. Some are technological, such as improvements in battlefield medicine which have reduced the ratio of deaths per total casualties (political scientist Tanisha Farzal directly addresses Pinker in a 2014 paper on this11) or the mechanization of armies which means a lower number of combat troops relative to support troops. In military parlance this is known as the “tooth-to-tail ratio” and which for the US Army had increased from roughly two combat troops for every support troop in World War I to over three support troops for every combat troop in the 1991 Gulf War.12

Additionally, there is a requirement of modern armies to maintain minimally functioning economies in occupied territory which makes the wholesale slaughter of populations undesirable if not idiotic from a strategic perspective. When such a thing has been proposed in modern times it has been due to grander racial-ideological designs, such as Nazi Germany’s Generalplan Ost, a long-term plan to depopulate the Soviet Union for Aryan colonization. But its full implementation was to take place after the war rather than during it, even if the brutality of the Eastern Front was a prelude. Some estimates claim that as much as 11.9% of the world population died during the Mongol conquests of the thirteenth century, a figure that seems simply unachievable today outside of nuclear war.13

The size and distribution of human settlements is also a factor in why war was deadlier in the past despite less sophisticated weaponry: a pre-modern army pillaging through the countryside could kill a far higher percentage of the population than a modern army would merely due to differences in urbanization rates. That same pre-modern army would also need to pillage to sustain itself as opposed to the modern army requiring a supply line from home while sparing the civilians manning necessary infrastructure for the occupying force to function. William the Conqueror’s army that crossed the English Channel in 1066 had to forage for supplies as soon as it landed at Pevensey Bay, whereas the Allied armies that crossed in the opposite direction in 1944 were supported by a stockpile of sixteen million tons of stores and supplies.14

Modern transportation also allows civilians to flee the frontlines quicker than in the past: cities now tend to depopulate when under siege rather than receive an inflow of rural dwellers into the safety of their city walls. This mobility is also why even smaller conflicts tend to produce a disproportionate number of refugees and internally displaced people than in the past. The development of civil defense and emergency services also ensures that those who are unable or unwilling to flee the frontlines are more likely to survive the ordeal, especially if there is still a chance that international humanitarian agencies can find some ways of providing relief.

For all these reasons, it is not a contradiction to say that war can be more brutal and yet less deadly. As a further example, slaughtering urban populations is far harder to do even with modern weaponry: it is estimated that “only” half a million German and Japanese civilians were killed as a result of the Allied strategic bomber offensives of World War II, which nevertheless reduced most German and Japanese cities to rubble and left millions homeless. It should be noted that these bomber offensives were mostly taken with the explicit aim of destroying these cities regardless of casualties in order to speed up the enemy’s surrender, which at least in terms of intent doesn’t seem significantly more civilized from a humanistic perspective than the Roman razing of Carthage in the year 146 B.C.E. or the sack of Baghdad by the Mongols in 1258.15

If any moral condemnation came, such as after the bombing of Dresden in February 1945, it was because such destruction was undertaken when the war in Europe was all but won: the far more devastating bombing of Tokyo (which killed more people than either of the atomic bomb attacks on Hiroshima and Nagasaki) the following month received no such approbation. The atomic bombs themselves were seen as an act of necessity to bring the war to a swift conclusion, with only the horrifying (and initially censored) images of the victims of flash burns and radiation sickness bringing out some modest semblance of guilt in the perpetrators. General Curtis LeMay, one of the architects of the US bombing effort against Japan later admitted that “If I had lost the war, I would have been tried as a war criminal. Fortunately we were on the winning side”. As Air Force Chief of Staff in 1963, the hawkish LeMay was also an advocate for bombing Cuba during the missile crisis, despite the likelihood it would trigger a nuclear war.16

The mass bombing of cities in the enlightened twentieth century was also made morally tolerable simply by virtue of inflicting death at a distance: the bomber pilots would not actually see the charred bodies that their payloads unleashed the way a medieval foot soldier would feel his sword cut through a peasant’s body. The British policy of starving Germany in World War I through naval blockade was not so different in intent, and was achieved through even less use of violence. It is estimated that in 1918-19 as many as 763,000 German civilians starved to death, a number that would have easily risen past the million (or millions) had the war dragged on into 1919 (Britain could have also suffered similarly had the German U-boat blockade of the British Isles been nearly as successful).17 In Humanity: A Moral History of the Twentieth Century, philosopher Johnathan Glover explains that much of the increase in brutality in the wars of the twentieth century was largely due to the new technologies of warfare widening the distance between the perpetrators and the victims of violence:


These disasters show weak points in the moral resources we rely on to restrain savagery. Our moral resources either turn out not to work in a particular context, or else they are deliberately neutralized or overridden. The psychological causes come in layers, with different layers making different contributions according to how close the participant is to the victims. The close-up psychology of atrocity is very different from the psychology of killing at a distance.18



In the era of globalization, the distance has increased even further by the waging of war by proxy (especially financial proxy), which means even the countries contributing to the violence need not feel morally guilty of doing it themselves. The most dreadful recent case is the military support of liberal democracies like the US and UK for the authoritarian, theocratic Saudi regime which is waging a criminally brutal war in Yemen largely with US and British weaponry and military advisors. Both Republican and Tory governments have openly gloated of the political and financial benefits this brings, despite Saudi strategy deliberately putting millions of Yemenis at risk of famine.19

New Optimists would still see this as a sign of progress insofar as the death ratios keep falling, ignoring other civilian casualties of humanitarian importance. Nearly 1% of the world’s population today is forcibly displaced from their home, a figure eight times higher than in 1951 when the UN first began counting.20 The Syrian Civil War alone has led to more displaced people than World War I, despite being waged in a far smaller and less populated area.21 Dismissing the suffering of civilian populations, either by their loss of lives or livelihoods, is ultimately a more serious indictment of the brutality of conflict today: the people who least deserve to suffer from violence are proportionately more likely to suffer from it. Although data on civilian casualties always comes with many caveats, there does appear to be a rising trend in the share of civilian deaths during the twentieth century to around three-quarters (or more) of all deaths in war,22 though Pinker strangely suggests the opposite trend is happening.23

As a final caveat, one should not fall into the moral equivalence trap of cherry-picking indicators that purport to show a more peaceful world: it would be intellectually dishonest to suggest that a higher number of displaced people today is better “proof” of a more conflict-ridden world than a lower homicide or battle death rate. But it is impossible to observe merely one dimension of violence and suggest that its rise or decline corresponds to the lived experience of humans over time. Homicides may have declined in many parts of the world over the centuries, and battle deaths as well over the past few decades, but other types of savagery that are seen as a normal part of life today were rare or even absent. A Cambridge University analysis of the Coroner Rolls which recorded homicides in Medieval London had this to say about the evolution of urban violence:


[R]eaders of the events described in the Coroners Rolls may notice that life in medieval London was rough. Weapons were readily available; male honour had to be protected and conflicts could easily escalate. However, it was by no means a lawless place; there is little sign, for example, of the kinds of instrumental violence like robberies, kidnappings, protection rackets or organised gang warfare that plight the violent cities and neighbourhoods of the 21st century.24



This begs the question: Why, if we cannot imagine a country today having the life expectancy or income levels of Medieval Europe, do we nonetheless accept the existence of some cities or countries having murder rates similar to that era? Your biggest threat to bodily harm when visiting Oxford today might be drunken students on a night out, but in the year 1340 this scholarly town recorded a murder rate of 110 per 100,000 people.25 Despite much higher levels of education and income than Medieval England, some Central American cities have similar rates today.

The story of progress and peace must therefore be reframed to ask not whether we can prove our world is safer and more peaceful than ever, but whether it is as safe and as peaceful as it could be. And consequently, finding out why it isn’t. Getting accustomed to a less violent world may also make us less responsive to real threats of extraordinary violence in the future. In 1993, a US-led intervention in Somalia led to the shooting down of two Blackhawk helicopters and the death of eighteen soldiers, some of whose bodies were dragged on the streets of Mogadishu and televised worldwide, much to American embarrassment. Despite the fact that eighteen dead is less than the number that would be killed from a single landing craft in the first waves of D-Day, this was enough to dissuade the Clinton administration from further military/humanitarian interventions which most disastrously led to no action taken at all while the Rwandan massacre unfolded. “The ghosts of Somalia continue to haunt U.S. policy”, claimed Walter Clarke, a deputy special envoy to Somalia, years later. “Our lack of response in Rwanda was a fear of getting involved in something like a Somalia all over again.”26

Monopolizing Violence

A questionable aspect of the New Optimist narrative on violence is the role of the nation-state. At first glance it would seem obvious that granting a monopoly on the use of violence has been the most important contribution to the pacification of the human race. Interpersonal conflicts are less likely to turn deadly if a functioning judicial system is used as an arbitrator, police forces keep the peace without the need for vigilantes, while laws and punishments based on liberal values of fairness ensure that all people are held equal under the law and that justice is not meted out arbitrarily. Furthermore, it would seem that the nation-state requires even less violence on its own part to achieve this as evidenced by the near-eradication of the death penalty worldwide, perhaps as much for practical reasons as for enlightened ones once it became apparent that its deterrent effects had been grossly exaggerated (not unlike the judicial use of torture). From a historical perspective, Pinker has emphasized the benefits of the nation-state compared to the patchwork of fiefdoms that were characteristic of Medieval Europe:


Centralized monarchies gained in strength, brought the warring knights under their control, and extended their tentacles into the outer reaches of their kingdoms. According to the military historian Quincy Wright, Europe had five thousand independent political units (mainly baronies and principalities) in the 15th century, five hundred at the time of the Thirty Years’ War in the early 17th, two hundred at the time of Napoleon in the early 19th, and fewer than thirty in 1953.27



The capacity of a modern nation-state to police and pacify its citizenry is therefore a convincing explanation of why violence has decreased within a nation’s own borders, though not the sole one. In his classic text The Civilizing Process, sociologist Norbert Elias (who Pinker references extensively) saw the decline in violence in European societies through a change in manners trickling down from court behavior, itself being driven by the less militaristic composition of political elites in post-feudal societies (aristocrats and courtiers replacing barons and knights). Elias wrote about the “expanding threshold of repugnance” in aspects such as hygiene and sexuality as promoting a declining disposition towards violent behavior. But it is worth mentioning that this happened long before Enlightenment values emerged, or the first liberal societies.

The violence statistics seem to bear out this point. Homicide rates in Europe appear to have been in decline from the fourteenth century onward, that is, the late Medieval period when feudal systems began their decline. An equally important consideration is the Black Death which caused huge changes to the European social order by eroding the power of the feudal nobility due to the scarcity of labor. Tens of millions of dead peasants means the surviving ones have more bargaining power.

Figure 7.2: The pre-Enlightenment decline in homicide
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Notes: The downward trend in homicides in Western Europe long preceded the Enlightenment, and the upward tick in violence among states which took off in the seventeenth century. This is based on data from Manuel Eisner and it is being reproduced here as in Our World in Data, with each point representing the average of each 25, 50, or 100-year period at the mid-point so as to make the trends more obvious. Source: Eisner (2003).28 Our World in Data.

However, the data on homicides contrasts sharply with that of deaths in war, which actually rise from the sixteenth century, with particularly violent periods corresponding to the Thirty Years Wars (1618–1648), the French Revolution and Napoleonic Wars (1789–1815), and the two World Wars of the twentieth century. It appears that the nation-state didn’t make humanity more peaceful: it simply shifted the focus of human violence from conflicts within territories into conflicts between competing states.

The role of the nation-state is important when understanding the particularly peaceful period in human history that begins with the end of World War II, a period known as the “Long Peace”. During this period, conflict between the great powers became a rare occurrence so much that the only major instance is the US (and Allied) fight against a million-strong Chinese “volunteers” during the Korean War in 1950–1953. Pinker may downplay the predictive aspects of his narrative, but he nevertheless sees the Long Peace as something more than just a statistical oddity, so much that a large part of The Better Angels of Our Nature is spent trying to explain its uniqueness and how it is leading us to the “New Peace” we live in today.29

Two elements of this argument need to be disentangled. The first is whether this period is indeed a statistical oddity or whether the New Optimists are succumbing to the clustering illusion: the inability to spot a random distribution from non-random smaller samples. Such a claim is laid on Pinker by statistician Nassim Taleb in a 2015 essay which pretends to show that there is nothing statistically anomalous about the post-1945 era,30 while another statistical study by computer scientist Aaron Clauset suggests that we need another 100–150 years of data to make a definitive claim that the Long Peace “could plausibly be called a genuine trend”.31 Laying the rates of conflict-related violence between the twentieth century next to those of the relatively peaceful fifteenth and sixteenth centuries (where there was lack of major continental-scale wars anywhere in the world) could have made anyone writing in the middle part of the millennium claim things had never been better (Figure 7.3).

Figure 7.3: Is the Long Peace really that peaceful?
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Notes: This chart overlays the death rates in combat in the twentieth century with those of the relatively peaceful fourteenth and fifteenth centuries, where there was an absence of large-scale global or continental wars. It’s hard to make the case that we live in the most peaceful of times. The chart uses a logarithmic scale of 2 (the smallest possible), representing a doubling on the left axis. Source: Conflict Catalog.

The only oddity of the Long Peace, after all, is the absence of great power war. But it is not a period of uninterrupted decline in war-related violence: death ratios went up again in the late 1960s to early 1970s mainly as a result of the conflicts in Indochina and South Asia and have ticked up in recent years as well, although admittedly from a lower base. To say we are in the most peaceful period in history in terms of armed conflict ignores that average deaths ratios from war were lower for a longer time before the advent of nation-states.

Figures 7.4–7.5: The episodic nature of war-related violence
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Notes: The first chart is a nearly identical approximation of a popular chart in Roser’s Our World in Data showing death rates since 1400. The data is plotted in a logarithmic scale of 10 on the vertical axis as per the original, which makes the current decline in war deaths seem more dramatic. But when the same chart is plotted in a linear fashion the recurrent periods of peace become much more evident. A fifteen-year rolling average is used, also like the original, centered on the year in question (seven years before/after). The main series, which includes both military and civilian casualties, is from the Conflict Catalogue. The dashed series includes only military deaths (no civilians) and is constructed from three separate data sets including the Correlates of War (1899–1945), PRIO (1946–1988), and UCDP (1989–2018). I have included a trendline to show how conflict-related violence has increased in contrast to homicides. Sources: Conflict Catalog,32 PRIO,33 UCDP.34

By New Optimist logic, the fifteenth century should have been seen as a Long Peace as well, and if there were longer datasets, probably many other centuries would be seen as such too. For example, one of the most misleading charts used in Our World in Data has a rolling average of death rates in war (both military and civilian) to show the sharp drop in the late twentieth century. However, the drop looks far less pronounced when the same chart is plotted in linear rather than logarithmic fashion, proving that just like with numbers, charts don’t lie but you can lie with charts (Figures 7.4-7.5).

The second element which requires disentangling is whether the structural drivers identified by Pinker (primarily the nation-state, the Enlightenment, and trade) are truly the causes of the reduction in violence seen during the Long Peace, regardless of whether it is a statistical oddity or not. To answer this is also to answer the question of whether we can use these drivers as reliable predictors on whether violence will continue to be in decline. With this in in mind, the recognition that nation-states are progenitors of violence does not require caving in to some of the arguments against the state itself coming from more extreme libertarian quarters, some of which have been remarkably hostile to Pinker.35 It simply questions whether the “civilizing” processes that have tamed our inner demons with regards to intra-territorial violence are as effective when dealing with other states and societies. One has to question how long it took for enlightened ideas about peace to take hold and whether these ideas deserve credit for these pacification processes once they did, as Pinker claims:


The Age of Reason and the Enlightenment brought denunciations of war from Pascal, Swift, Voltaire, Samuel Johnson, and the Quakers, among others. It also saw practical suggestions for how to reduce or even eliminate war, particularly Kant’s famous essay “Perpetual Peace”. The spread of these ideas has been credited with the decline in great power wars in the eighteenth and nineteenth centuries and with several hiatuses in war during that interval. But it was only after World War II that the pacifying forces identified by Kant and others were systematically put into place.36



Kant’s essay was published in 1795, at the onset of the French Revolutionary Wars which would lead to the even more devastating Napoleonic Wars less than a decade later. Perhaps Europeans of an optimistic persuasion would have believed, like Pinker, that these enlightened ideas would be the result of the decline in major conflict seen in Europe for the century that followed these conflicts: the world at the turn of the twentieth century was at its most peaceful in half a millennium. It was also a period in which global trade was at a then-historic peak which debunks another oft-used New Optimist argument: that states that trade with each other are less likely to go to war. In 1913, on the eve of World War I, the total value of global exports hit nearly 14% of global GDP, a level that would not be exceeded until 1979.37 Clearly that did not stop the great powers of Europe from tearing down the economic order that they built over the preceding century, and there is no reason to think that it would stop any future conflict either. The massive recent “pivot” in US military assets to the Pacific as a counter to China — one of the US’s top three trade partners — is a case in point.

The same can be said of capitalism, which Pinker implies would make countries less aggressive given that “the ethic of voluntary negotiation within a country (like the ethic of law-governed transfer of power) is naturally externalized to its relationships with other countries”.38 In reality, capitalist states have been engaged in virtually every major war or military operation since the mid-nineteenth century, usually as the aggressor. With this in mind, if Kant’s denunciations were eventually codified into international law it was not because men embraced reason, but because they realized the horror of two World Wars in the space of thirty years and the threat of nuclear annihilation required a reimagining of the international order. It also helped that the European powers that had underpinned the old order were in no position at the end of World War II to demand that the status quo remain intact. Tellingly, the post-war US promotion of the “self-determination of peoples” was a convenient means to pave the way for the decolonization of European empires, hence opening them up for US trade.

Ultimately, the threat of violence from the nation-state comes from the fact that the reasons why they were so successful in curving violence within their own territories has not translated itself in the way they deal with each other: no single state or international institution holds the monopoly of violence. Despite the creation of peace-promoting institutions like the UN, the international order is still highly anarchic and fundamentally based around the interests and ambitions of nation-states as described by the school of thought known as realism, which stands opposed to the rosier liberal view of a rules-based global community. Pinker, unsurprisingly, is squarely in the liberal camp, conceding that “the Long Peace was also helped along by some Realpolitik” but insisting that “the biggest single change in the international order is an idea we seldom appreciate today: war is illegal [emphasis his]”.39

Realists would counter — with far more supporting evidence — that these new rules only made nation-states find more ingenious and euphemistic ways around them. One can see signs of this through petty details such as “war” departments and ministries being rebranded for “defense”, or military operations given operational names like “Iraqi Freedom” that bely their offensive intent. Or the fact that declaring war is now almost unheard of since it carries legal consequences: rather than ending war by making it illegal, the line between war and peace is now more blurred than ever in history. The US, by far the most active military nation of the twentieth and twenty-first centuries, has not declared war since 1917 (Franklin D. Roosevelt’s rousing declaration of war against Japan in 1941 was merely a formality after the Japanese surprise attack on Pearl Harbor).

The illegality of war has not impeded the US in any of its military (mis)adventures since 1945, as best evidenced by the blatantly illegal 2003 Iraq War which was not described by the Bush administration as a war of aggression but part of a broader “war on terror”, and its occupation of the country as “nation-building”. Likewise, the proscription of territorial conquest has not been able to prevent Israel from expanding well beyond its original borders since 1948, China gobbling up Tibet a year later, Turkey invading Northern Cyprus, or the more recent Russian annexation of the Crimea to say nothing of countless other attempts that have failed. As one 2018 piece by political scientist Dan Altman (who also directly debunks Pinker’s claim of “zero” conquests since 197540) stated, “more than it declined, conquest evolved” so much that “although less war-prone than ever before, conquest attempts still occur frequently enough that territorial war remains the predominant type of interstate war”.41

Will the Long Peace endure for longer? In his response to Taleb,42 Pinker writes that “none of these phenomena proves that a war between developed states is less likely today than it was in the past”, and echoing the disclaimer on any financial report that “past performance is no guarantee of future results”. If this is the case, then any explanation of the Long Peace on the basis of Enlightenment ideals instead of great power dynamics is meaningless. When describing the distinctly American abhorrence of realism, international relations scholar (and leading exponent of offensive realism) John Mearsheimer explains in terms that seem to directly address the naive faith in liberal international institutions of the New Optimists:


[R]ealism is a pessimistic theory. It depicts a world of stark and harsh competition, and it holds out little promise of making that world more benign. Realists, as Hans Morgenthau wrote, are resigned to the fact that “there is no escape from the evil of power, regardless of what one does”. Such pessimism, of course, runs up against the deep-seated American belief that with time and effort, reasonable individuals can solve important social problems. Americans regard progress as both desirable and possible in politics, and they are therefore uncomfortable with realism’s claim that security competition and war will persist despite our best efforts to eliminate them.43



In short, there’s no reason that the Long Peace can’t be longer. Just not for the reasons Pinker thinks it could. The unique balance of power circumstances that emerged after World War II are far more important determinants of the Long Peace than Enlightenment ideas. For example, the pacifying of former militaristic great powers like Germany and Japan has more to do with the fact that non-aggression was constitutionally imposed by their World War II occupiers. That historic rivals like Britain and France no longer go to war with each other has more related to the fact that they are no longer great powers and could not even fight a sustained full-scale war without US logistical assistance for more than a few days, as the 2011 Libyan intervention (where only a paltry twenty aircraft from each of these two countries were initially deployed) demonstrated.44 Both countries also preferred collaboration after centuries of conflict not because their leaders one day woke up and realized that alliance was preferable to enmity but because Germany emerged as a threat to both in the late nineteenth century.

The enlightened values of a rule-based international order did not lead to the demobilization of many of the eleven million NATO and Warsaw Pact troops standing off against each other in the late Cold War.45 The implosion of the Soviet Union, which eliminated the threat of World War III, did. It will also not prevent China from offering a credible military challenge to the US by the middle of the century, if not sooner. Insofar as international relations are based around the competing interests of nation-states, the risk of our peaceful streaks being shattered by violence will be ever present.

Enlightenment and Extinction

“There is more than a wholly fortuitous connection between the applied technology of the mass production line, with its vision of universal material abundance, and the applied technology of the concentration camp, with its vision of a profusion of death. We may wish to deny the connection, but Buchenwald was of our West as much as Detroit’s River Rouge – we cannot deny Buchenwald as a casual aberration of a Western world essentially sane.”

— Edmund Stillman and William Pfaff, The Politics of Hysteria

Of all the drivers of progress that the New Optimists get wrong, none carries more significant consequences for the future of humanity than the ones that involve violence and war. The belief that Enlightenment values are the formula for peace ignores that these values have been behind some of the most atrocious actions in human history, made worse by the fact that they were committed when Western “enlightened” civilization claimed to know better. The trans-Atlantic slave trade, for example, reached its peak in the eighteenth century, and the Abolitionist movement that ended it was led not by Enlightenment thinkers but by religious Quakers. Later, the nineteenth century had the prophets of Enlightenment justifying colonialism, on the grounds that the very liberties that should be afforded to the European race were not naturally applicable to the “barbarians” and “savages” that populated the rest of the world.46 The partitioning of Africa by the major European colonial powers during the 1884–1885 Berlin Conference took place almost exactly two hundred years after Britain’s Glorious Revolution of 1688, which is often seen as the beginning of liberal political enlightenment. Surely this was enough time to square off any initial contradictions?

It must also be recalled that, at the time, not all Europeans were seen as equals. The treatment of the Irish by their English occupiers was no less savage than towards many of its non-white colonies and again, peaked at a time that Enlightenment values were well entrenched: by the time the Great Famine of 1845–1849 took place, the island’s Catholic majority had been reduced to landlessness and destitution. That during the first two years of the famine the country remained a net food exporter for the benefit of its Anglo-Protestant elite only adds insult to injury.47

If one were tempted to think that the twentieth century began humankind’s eventual understanding of what Enlightenment values really meant, then the record is no less appalling and possibly even more hypocritical. Even as the Allies boasted of the triumph of “democracy” over fascism in 1945, it cannot be forgotten that one of them (Britain) still had hundreds of millions of unfree subjects in its global empire, while another (the US) kept its former slaves as second-class citizens, denying all but a few of them even the right to die for their country. Military historian Stephen Ambrose would point out the hypocrisy by saying “The world’s greatest democracy fought the world’s greatest racist with a segregated army”.48 And on the home front, its Japanese-American citizens languished in internment camps, the last of whom was not released until March 1946.

France, which suffered from four years of Nazi occupation, also could not translate any empathy from its own experience of foreign subjection towards its colonies, as seen in its barbarous conduct against Algeria during the latter’s war of independence (1952–1962). On May 8th, 1945, while the Allied armies (including a Free French army consisting mostly of North African troops) triumphantly celebrated V-E Day, French colonial police and pied-noir settler-militias fired upon Algerian civilians in the province of Sétif, killing hundreds if not thousands in the ensuing days of unrest.49 Echoes of this transformation from victim to oppressor do not go unnoticed in the Israeli treatment of Palestinians in Gaza and the West Bank, though thankfully for Pinker and Roser the death count of this day to day repression is too low to spoil their numbers. The powder kegs only matter when they explode, not when the fuses are set alight.

Enlightened political ideas are one thing, but what about science and reason which Pinker holds as two of the most important legacies of Enlightenment? This aspect of their narrative deserves to be questioned, as science was frequently used as a vehicle to justify many of the above-mentioned atrocities. For example, Social Darwinism was a somewhat loosely-defined ideology that took the evolutionary narrative of survival of the fittest to the realm of geo-politics and social engineering in the late nineteenth century up until World War II.50 Under Social Darwinist logic, differences in socio-political outcomes could be entirely understood on the basis of biological differences, whether these be between the rich and the poor, the healthy and the sick, or between Europeans and the presumed barbarians of the rest of the world. Consequently, Social Darwinism led to very little moral outrage over colonialism or racial discrimination in places where it was still institutionalized (notably the US under the Jim Crow laws). It was also used to justify the appalling treatment of the poor in Western societies themselves, whether those working in the “dark satanic mills” of the factory system or the even less fortunate condemned to workhouses or debtors prisons at a time when property was valued more than life.

Although the policy prescriptions of Social Darwinists varied heavily, the common denominator was the desire to rid societies of their most undesirable components, which eventually led to the “science” of eugenics. As the father of eugenics, Francis Galton (who happened to be a half-cousin of Darwin), expressed, “except by sterilization I cannot yet see any way of checking the produce of the unfit who are allowed their liberty and are below the reach of moral control”51. Eventually, eugenics led to the establishment of state-imposed sterilization laws against certain vulnerable groups such as patients of mental institutions. These policies were embraced by the liberal democracies of the West, and supported in many cases by their academic and intellectual establishments: “The right of the state to safeguard the character and integrity of the race or races on which its future depends is, to my mind, as incontestable as the right of the state to safeguard the health and morals of its peoples”, was not spoken by a right-wing provocateur but by the president of the American Museum of Natural History in 1923.52

Eugenics was not just a fashionable ideology but an enlightened one, tied to the amorality of positivism not unlike the way twenty-first century ideas such as “race realism” claim to be scientific and rational. Only the horrors of Nazism made eugenics decidedly unfashionable by the second half of the twentieth century, after it had also been dealt a scientific death blow by genetics, which demonstrated that undesirable social behaviors were by and large, not inherited. And it cannot be forgotten that many of the horrors of Nazism were modelled on the very actions of Enlightened nations, the Nazis’ sin being that they came one century too late to pass unnoticed. In Bloodlands, historian Timothy Snyder compares their plans for Lebensraum to American Manifest Destiny:


Colonization would make of Germany a continental empire fit to rival the United States, another hardy frontier state based upon exterminatory colonialism and slave labor. The East was the Nazi Manifest Destiny. In Hitler’s view, “in the East a similar process will repeat itself for a second time as in the conquest of America.” As Hitler imagined the future, Germany would deal with the Slavs much as the North Americans had dealt with the Indians. The Volga River in Russia, he once proclaimed, will be Germany’s Mississippi.53



If Enlightenment values can be used to commit some of the most horrific atrocities in human history, then to claim that they can serve as any useful guide for the conduct of human affairs in the future is not just folly, it’s intellectually irresponsible. Pinker, with his characteristic disdain for the moral concerns of the progressive left, spends much of the chapter he devotes to science in Enlightenment Now whitewashing many of these atrocities,54 usually by adjudicating them to the counter-Enlightenment thinkers and movements that he disingenuously blames for everything bad that has happened in the last few centuries.

One of the most shocking examples is his defense of the Tuskegee syphilis experiment (where hundreds of African-Americans were denied treatment), criticism of which he labels as “morally obtuse” and part of the “demonization of science in the liberal arts programs of higher education”.55 Few things shatter the pretense of impartiality of his progress narrative more than this. To refuse to acknowledge the carnage at the Somme and Stalingrad, or the gas chambers of Auschwitz, or the subjugation of entire continents for the sake of enlarging colonial empires as intrinsic to enlightened modernity rather than an anomaly is also to deny that we could be capable of repeating the experience. British philosopher John Gray, another “progressophobe” that Pinker despises, summarizes this problem as follows:


You would never know, from reading Pinker, that Nazi “scientific racism” was based in theories whose intellectual pedigree goes back to Enlightenment thinkers such as the prominent Victorian psychologist and eugenicist Francis Galton. Such links between Enlightenment thinking and 20th-century barbarism are, for Pinker, merely aberrations, distortions of a pristine teaching that is innocent of any crime: the atrocities that have been carried out in its name come from misinterpreting the true gospel, or its corruption by alien influences. The childish simplicity of this way of thinking is reminiscent of Christians who ask how a religion of love could possibly be involved in the Inquisition.56



Perhaps just as we substituted our pre-modern homicidal urges through nation-state violence, our willingness to destroy ourselves will now manifest itself in more insidious ways such as our continued inaction against climate change. Climate change, after all, could very well result in greater human death, dislocation, and misery than even the deadliest of wars, it is not an unreasonable suspicion that climate-related conflicts will rise when the competition for global resources becomes even more intense.

Even if such a catastrophe falls short of a human extinction event, the damage to the planet and to human society would be so vast as to make a full recovery unlikely or impossible in the worst of cases. Or in the best case, an unnecessarily large impairment of human prosperity and habitability. According to one 2015 model by Stanford University researchers, the cost of inaction on climate change could lead to a loss of around a quarter of global economic output by 2100, let alone the fact that many parts of the world will be rendered uninhabitable.57 Such a fate would be acceptable if it were unavoidable, but it is hard to make the case that it is. Ultimately, what should matter to us is not that homicide or combat death ratios have fallen, as the New Optimists tell us, but that our self-destructive tendencies remain untamed. That these tendencies take less violent forms only serves to fool us into thinking we have purged them from our nature.

The threat of nuclear war, of course, remains the main existential threat. The US and North Korea continue a tit-for-tat war of words (more pathetically, via Twitter), while Russian and NATO fighter jets crisscross their way through Syria in support of their respective dueling factions. But the Doomsday Clock, a metaphorical (and admittedly somewhat gimmicky) device conceived by the Bulletin of Atomic Scientists in 1947 to show the risk of human extinction by nuclear war, now fully incorporates climate change into its consideration as well. To say nothing of the technologies that are currently in their adolescence, like artificial intelligence, which may pose just as great a long-term danger to our existence if they are not harnessed correctly, which is virtually guaranteed if they are developed for profit rather than a more sustainable form of human progress. The 2017 Doomsday Clock statement made this point, reinforcing the argument made in Chapter One that institutions need to be ahead of the curb in addressing potential threats:


Technological innovation is occurring at a speed that challenges society’s ability to keep pace. While limited at the current time, potentially existential threats posed by a host of emerging technologies need to be monitored, and to the extent possible anticipated, as the 21st century unfolds.58



Pinker has downplayed this, claiming that “if the hands of a clock point to a few minutes to midnight for seventy-two years, then something is wrong with the clock”,59 a statement which after reading the opening section of this chapter should sound profoundly naive. To put it bluntly, there has never been an easier time to wipe ourselves out. As technology advances, the ways in which we can do so will only increase. We may, as Pinker and his ilk claim, be living through the most peaceful of times in modern history but the risk that humanity will take a turn for the worse is no less present than before. Insofar as the architecture of the existing world order is still based on hegemonic geopolitical principles at the same time that global capitalism makes it impossible to address the collective interests of humanity, expecting Enlightenment values to save us from a potentially cataclysmic fate is nothing more than wishful thinking.

Figure 7.6: It takes only one conflict to spiral out of control

[image: image]

Notes: Both the battle casualty deaths as well as the number of conflicts has picked up in the second decade of the twenty-first century. As the sudden onset of World War I showed, it only takes a small regional conflict to explode out of proportion and involve the larger powers involved in it, a recurrent threat today in Syria. Source: Uppsala Data Conflict Program.


CHAPTER EIGHT: RENEGADES OF THOUGHT

Rothbard’s Witnesses

“I have always found it quaint and rather touching that there is a movement [Libertarians] in the US that thinks Americans are not yet selfish enough.”

— Christopher Hitchens

Off the coast of Kent and Essex, a number of rusty concrete and steel forts still stand more than seven decades after they were built at the height of World War II. Known by the name of their creator, civil engineer Guy Maunsell, the seven Maunsell Forts were built to defend the Thames Estuary from German aerial and sea attack and were once bristling with anti-aircraft guns and other armaments. They were also fitted with housing for the soldiers and sailors manning them. Some, like the Shivering Sands forts, can be seen from seaside towns like Whitstable and there are even boat tours for those who want a closer look. But one of them has a more peculiar history. The northernmost fort, known as Rough Sands, is one of the only two forts in Maunsell’s archipelago that lie in international waters. In 1966, the uninhabited fort was occupied by a pair of pirate radio operators from Essex and their teams with the intention of broadcasting from there. Following a dispute between the two groups that turned violent, it remained in the hands of just one of them, led by Paddy Roy Bates. On September 2nd, 1967, Bates decided to rename the fort as the Principality of Sealand and the world’s first modern micronation was born. Despite its apparent legality and its survival up until today (it is currently ruled by Paddy’s son, “Prince Michael”), no country has ever recognized it as a sovereign state.

Sealand may be something of a joke, serving little more than the delusions of monarchical grandeur to the Bates lineage, but establishing a utopia in international waters has been a serious endeavor for a certain type of people: libertarians. They even have a word for it, “seasteading”, and there’s even an institute (the Seasteading Institute) founded by libertarian activists actively promoting it. An example is the Republic of Minerva, which was located on an atoll off the coast of Fiji. The brainchild of this attempt was libertarian entrepreneur Michael Oliver of the Phoenix Foundation, a rather shady organization whose sole purpose seems to be to finance the creation of libertarian micronations around the world, invariably near small, developing nations to presumably benefit from their governance and rule of law deficiencies. Minerva’s first president had grand hopes for the new republic:


People will be free to do as they damn well please. Nothing will be illegal so long it does not infringe on the rights of others. If a citizen wishes to open a tavern, set up gambling or make pornographic films, the government will not interfere.1



Alas, the Republic of Minerva lasted just a few months in 1972 before being invaded and annexed by troops from neighboring Tonga. It seems that efforts to recreate a maritime version of Galt’s Gulch, the fictitious libertarian community where the entrepreneurs of a dystopian statist US take refuge in Ayn Rand’s Atlas Shrugged (a bible for libertarians who follow her pseudo-philosophy known as objectivism), have a tendency to disappoint. Land-based versions fare little better. A community called Galt’s Gulch was actually founded in 2012 in Chile’s wine country. Its official currency was Bitcoin. But it too has failed to achieve its utopian intentions following disputes among its wealthy American founders who later described each other as “drunks, liars, and sociopaths”.2 The community is currently in limbo and, in a most un-libertarian fashion, is facing a myriad of lawsuits.

If economics was a religion, libertarians would be its Jehovah’s Witnesses; an almost comically extreme cult based around a utopian worship of individualism that invariably descends into self-destructive selfishness. That does not stop a large percentage of Americans, perhaps as many as one fifth or one quarter, from holding libertarian beliefs even if only a relatively small percentage of them identify themselves as libertarian outright (just over one in ten according to a recent poll3). The hallmark of the libertarian identity tends to fall along the lines of “socially liberal, fiscally conservative”. This means support for issues such as gay rights and marijuana legalization, while at the same time having free-market tendencies and preferring a minimal state role in society, although just how minimal tends to be an issue of contention among libertarians themselves. In recent years, many public intellectuals and pundits (particularly those with large internet fanbases, including many on the alt-right) have preferred the euphemistic “classic liberal” descriptor but the policies that they hold dear fall broadly on the same quadrant on the social and economic spectrums in the end.4 If anything, it is a recognition of just how extremist the ideology is perceived by many that they’d rather disassociate themselves from the libertarian label even while insidiously advocating libertarian values.

Leaving aside their numbers, however, what is most concerning about such libertarians is the extent to which mainstream policymaking has moved into their quadrant since the laissez-faire revolution of the 1970s and 1980s. Libertarians may still be dismayed by the fact that the minimalist states they espouse are still nowhere to be found on this planet, but they must surely rejoice at just how much state power has been surrendered to the private sphere over the past four decades. Many of the intellectual architects of the laissez-faire revolution, such as the Nobel Prize-winning economists James Buchanan and Milton Friedman, had very strong libertarian tendencies and contributed to a broader acceptance of of the ideology more than most libertarian thinkers themselves; one Adam Smith Institute piece on Friedman states that “in terms of advancing the libertarian agenda, few people in recent times have done more”.5 Alone among self-proclaimed libertarians, the Austrian Nobel laureate Friedrich Hayek would be a powerful influence on the conservative mainstream from the 1970s onwards, so much that Thatcher wrote him an unusually flattering letter shortly after her first electoral win:


I am very proud to have learnt so much from you over the past few years. I hope that some of those ideas will be put into practice by my Government in the next few months. As one of your keenest supporters, I am determined that we should succeed. If we do so, your contribution to our ultimate victory will have been immense.6



Knowing just how much libertarian thinking has seeped into modern political and economic discourse, it would be a mistake to consider libertarianism a joke, despite the unhinged ideas and behavior of its diehard adherents. To many, it represents the unadulterated end-stage of one of the most important pillars of the Enlightenment project: the pursuit of individual freedom. And however inappropriate the attribution, that this is what liberalism would most have resembled in maturity for (real) classic liberals like John Locke, Adam Smith, and John Stuart Mill. Before socialism, military-industrial complexes, and welfare states got in the way. More often than not, it descends into a cherry-picked conception of these thinkers’ complex and nuanced ideas, such as ignoring their views on the role of the state in society or on the less-than-rational essence of human behavior. Through its single-minded pursuit of individual freedom and free markets, defended via unfalsifiable axiomatic argumentation (such as praxeology7), the libertarian ideology shows its true colors as a political project whose purpose is the erosion of the state. To quote Murray Rothbard, one of the most influential twentieth-century libertarians:


Libertarianism does not offer a way of life; it offers liberty, so that each person is free to adopt and act upon his own values and moral principles. Libertarians agree with Lord Acton that “liberty is the highest political end” — not necessarily the highest end on everyone’s personal scale of values.8



It should not come as a surprise that the New Optimist progress narrative has been wholly embraced and is vigorously being promoted by some of the most influential libertarian outlets. Perhaps the most obvious giveaway is a recently established website whose remit is to grab all the catchy statistics and soundbites characteristic of New Optimism under one roof: the aptly named humanprogress.org. Pieces from this website have been shared liberally on the Twitter accounts of New Optimists like Steven Pinker and his followers, notwithstanding the site’s rather simplistic and poorly-written style as well as its comical plea to subscribe and “get optimistic news delivered directly to your inbox”. Occasionally its authors try and pre-empt criticism of their triumphalist claims, such as in this one about AIDS which, if anything, vindicates state-led and state-funded efforts rather than market-driven solutions (none of the vaccines for these diseases were developed by major pharmaceuticals):


The critics may argue that four decades is a long time to tackle HIV. That, however, is historically illiterate. Smallpox, polio, mumps, Guinea worm disease and malaria have been the scourge of humanity for millennia. Today they are are [sic] all either eradicated or treatable. Forty years from an outbreak of a pandemic to treatment and, hopefully, eradication is but the blink of an eye.9



The website is the brainchild of the Cato Institute, one of the world’s leading libertarian think tanks which was originally founded in the 1970s by a libertarian politician (Ed Crane), a libertarian economist (Murray Rothbard), and a libertarian entrepreneur (Charles Koch). Its current shareholders are Charles Koch and his (now deceased) brother David, the second richest siblings in the world behind Walmart’s Walton Family (worth $100 billion together10).

The Koch brothers are well known for their libertarian activism and lobbying, which includes financing a plethora of right-wing think tanks and political organizations as well as the Tea Party movement when it sprung up in 2009. They are also notorious for their opposition to climate change and have spent millions lobbying (often successfully) against environmental legislation and funding climate-skeptic scientists11. Besides the Cato Institute, humanprogress.org is also sponsored by various other libertarian groups, as well as the John Templeton Foundation, an economic conservative group that unabashedly promotes creationism. That Pinker presents the site in Enlightenment Now as a sort of independent, academic endeavor without mentioning its benefactors goes to show they’d rather not have you know. He also happens to be a board member, along with Norberg and Ridley.

Knowing that this motley crew of libertarians with bizarre ideas on climate and evolution are funding the progress narrative should make anyone who buys into it at least slightly uncomfortable, as should the links between them and some of the leading New Optimists, notably Norberg, who is a senior fellow at Cato. This is not to say that there is some overarching Koch Brothers-financed libertarian conspiracy theory tying it all together, not least because there’s nothing covert about it. Still, the talking point of the world is getting better, you’re just too misinformed to realize it seems to be willingly or unwillingly supporting a very well-financed and well-organized agenda designed to oppose those who question the merits of free-market capitalism. In other words, a strongly anti-progressive agenda driven by a number of powerful conservative voices who would much prefer people not to rock the boat.

Ironically, the libertarians correctly identify the main risk of getting the progress narrative wrong in the longer run. As humanprogress.org’s “About Us” section states:


[W]e should correctly identify, preserve, and expand those policies and institutions that made human progress possible. If we misidentify the causes of human progress, we could put the well-being of future generations at risk.



But the proposed solution to getting progress right is more free markets:


One way of avoiding serious policy mistakes in the future is to avoid concentrating power in a single pair of hands or in the hands of a small elite. Instead, we should trust in the choices made by free-acting individuals. No doubt, some of those individual choices will turn out to be bad, but the aggregate wisdom of millions of free-acting individuals is more likely to be correct than incorrect.12



As abhorrent as libertarianism is, at least its claimed desire for a free society based on a principle of non-aggression makes it appear less hideous than many of the other variants of conservatism that have reared their heads over the past decades, such as paleoconservatism or neoconservatism. To their credit, most libertarians are staunch opposers of foreign intervention and have views on immigration that are more compatible with their progressive counterparts than with the traditional right. Still, given what we know about the effects of free markets and free enterprise taken to their most liberalized extremes, it is hard not to imagine a libertarian society as anything other than dystopian. Unfortunately, however, libertarianism isn’t the only deplorable ideology promoting the progress narrative.

Alt-Progress

“Before the overtly racist alt-right were widely known, the more mainstream alt-light largely flattered it, gave it glowing writeups in Breitbart and elsewhere, had its spokespeople on their YouTube shows and promoted it on social media … If this dark, anti-Semitic, race segregationist ideology grows in the coming years, with their vision of the future that necessitate violence, those who made the right attractive will have to take responsibility for having played their role.”

— Angela Nagle, Kill All Normies

There is another group which these days has found intellectual comfort in the progress narrative and that is the New Right, a sometimes loose and sometimes tight group of intellectual communities that have been spawned in the Internet age and which share some common characteristics, not least their popularity outside the mainstream media (which is an increasingly less dominant channel for the propagation of popular ideas). Although often lumped together under the banner of the “alt-right”, this is incorrect: the alt-right is just one of these communities. In fact, the alt-right’s overt white nationalism has alienated it from others who would prefer to have greater intellectual reputability and a larger and more receptive audience. More worrying are the communities that distance themselves from the alt-right while at the same time fighting the same enemy, the progressive left.

These communities, which have been branded as the “alt-lite”, sympathize with many of the arguments of the alt-right but present them through more euphemistic forms or simply prefer to leave the door open to them under the premise of free speech. Whereas the alt-right supports white ethno-states and Western chauvinism, the alt-lite defends “Judeo-Christian values” and talks up the threat of diversity and cosmopolitanism for Western liberal societies, mainly from foreigners with different value systems (and, not coincidentally, different skin colors). While the alt-right openly promotes white nationalism, the alt-lite favors more insidious and scientific-sounding concepts such as “race realism”, the belief that contentious topics like race and IQ deserve academic respectability and mainstream discussion. Rather than espousing a reactionary position about women in society like the alt-right, the alt-lite prefers to argue along the lines that biological differences between men and women explain the pay gap and other instances of gender-based discrimination.

But by far the most insidious alt-lite talking point is the belief that all ideas, regardless of how nasty or unsound, deserve to be heard. Objecting to, say, a known racist or misogynist pundit presenting on a college campus thus makes you the intolerant party because you are compromising the “marketplace of ideas” which seems to exist merely to provide an outlet to the extreme ones. The result is something akin to Gresham’s Law: bad ideas drive out the good.

The New Right hasn’t just grown organically as an online phenomenon. It has taken under its umbrella numerous other groups that in recent decades may have even been seen as allies to the left, such as the skeptic and New Atheist movements. These shot up to prominence during the turn of the millennium as a reaction to Muslim extremism after 9/11 and the George W. Bush administration’s coddling of the religious right. But with creationists and other religious fundamentalists no longer seen as the threat to enlightened, Western, secular civilization, a new bogeyman was needed to replace them. This would end up becoming the “regressive left”, composed of postmodern academics (mainly in the humanities and social sciences), angry college campus “social justice warriors” obsessed with identity politics and political correctness, and a liberal cultural establishment eager to exalt non-Western cultures and values for the sake of diversity while at the same time accusing the West as the root of all evil.

By painting this “regressive left” as irrational as the religious fundamentalists of the noughties, the New Right has thus been able to continue weaponizing its obsession with rationality and reason which it tends to attribute exclusively as a product of Western Enlightenment. The influence of New Atheism in this regard is considerable. Videos of personalities like Christopher Hitchens and Sam Harris beating hapless creationists to a pulp in public debates are seen by today’s New Right as the epitome of logical argumentative prowess, despite the obvious fact that their opponents were the low-hanging fruit on the intellectual tree — new Atheists fared rather poorly when the subject matter didn’t involve easy answers from science or logic, such as when trying to defend their hawkish, neoconservative foreign policy views.13

Perhaps nobody in the alt-lite embodies this attitude better than the young and highly confrontational conservative pundit Ben Shapiro, whose catchphrase is “Facts don’t care about your feelings” and whose YouTube videos are given clickbait titles along the lines of Ben Shapiro DESTROYS angry feminist with LOGIC and FACTS. Not that they follow their own advice. In a now infamously un-enlightened manner, Shapiro stormed out of a 2019 BBC interview with British conservative host Andrew Neil after being grilled too much compared to his normal “safe spaces” in US media like Fox News where he is a regular commentator.14 Most others simply stick to their online channels where they are surprisingly popular: some of the most well-known alt-lite have millions of YouTube followers.

It might not be immediately obvious why the progress narrative has firmly established itself within this ecosystem. If anything, the New Right has taken Western declinism to new heights as evidenced by the Trumpian motto “Make America Great Again”, which implicitly acknowledges that a greatness has been lost. This declinist sentiment is even more amplified on the culture front where they feel white, masculine values have been lost to cosmopolitanism. But on the flip side, the belief that the Enlightenment has been the catalyst of human progress in the last couple of centuries fits perfectly into the Western chauvinism of the New Right. Meanwhile their libertarian tendencies are satiated by the New Optimist belief that liberal capitalism has been the principal means of achieving this progress.

One particular group that has helped drive these narratives with the added respectability usually afforded to academics, public intellectuals, and established pundits is the so-called “Intellectual Dark Web” (IDW), a group of self-proclaimed “renegade” thinkers which includes people like the aforementioned Jordan Peterson and Ben Shapiro, Sam Harris, “professor in exile” Bret Weinstein and his brother Eric Weinstein (who is the managing director of Peter Thiel’s investment fund), neocon Douglas Murray, and contrarian feminists Christina Hoff Sommers and Camille Paglia. The movement’s main outlets include the widely followed Joe Rogan and Dave Rubin podcasts, and the Australian online magazine Quillette. Although this motley crew comes from a range of ideological backgrounds, the common denominator is their anti-progressive leanings, and their claim to be among the few thinkers willing to challenge the leftist orthodoxies that allegedly dominate intellectual debate.

Pinker is frequently linked to the IDW, although not quite in the same orbit as some of the aforementioned personalities; a New York Times piece on this “amorphous network” by journalist Bari Weiss (herself largely sympathetic towards it) had him with a “tony affiliation” rather than full membership.15 Pinker has frequently appeared alongside IDW pundits in public conversations,16 debated on the side of key IDW talking points such as biological gender differences,17 and has made frequent comments on the impact of political correctness on the rise of far-right populism, notably at Davos in 2018 where he echoed one of the core talking points of the IDW: that political correctness is giving the far right “the sense that there were truths the academic establishment could not face up to”.18 Further endearing him to this crowd, he has also argued that many of the issues that progressives advocate most passionately for are little more than “moral panics”. One of these issues is campus rape, which he dismisses with what is now the standard template of New Optimist logic — supply facts which show that a given problem is less bad than in the past, and ask people to stop complaining:


The moral panic du jour is campus rape: the extraordinary belief that America’s elite universities, the institutions into which the children of the upper middle class clamber to be admitted, have rates of rape that are higher than those of the world’s most savage war zones even as quantitative studies have shown university women are less likely to be raped than their non-university age-mates, and that rates of rape overall have been in decline for decades.19



Pinker is self-conscious of his provocations, making efforts to cover his tracks by insisting that it’s the hysteria over campus rape that is the problem, not rape itself. This aloofness appears to echo Stalin’s belief that “a single death is a tragedy, a million deaths is a statistic” — except in reverse — and has not gone unnoticed among his critics, such as in this unflattering New York Times review of Enlightenment Now:


There’s a noble kernel to Pinker’s project. He wants to discourage the kind of fatalism that leads people to think the only way forward is to tear everything down. But he seems surprisingly blind to how he fuels such fatalism by playing to the worst stereotype of the enlightened cosmopolitan: disdainful and condescending — sympathetic to humanity in the abstract but impervious to the suffering of actual human beings.20



It would be tempting to see Pinker’s linkages with the New Right as merely coincidental due to the overlap of certain ideas. And by this logic, that any such link is guilt by association. The same guilt that could be applied to anyone that opposes that segment of the left which is overly concerned (even obsessed) with identity politics, even though it is far from the threat to Western civilization that the New Right wishes it were. It also can’t be said that Pinker jumped onto the New Right bandwagon in order to break into a new, lucrative market. Rather, Pinker was firing anti-progressive broadsides from well before the New Right became a thing. His 2002 book The Blank Slate is an attempt to refute the view that human nature is infinitely malleable, which he strawmans as being a dogma of faith among left-leaning academics.

The book takes particular aim at contemporary feminism, which he criticized as being “an academic clique committed to eccentric doctrines about human nature”, doctrines which reject science, particularly behavioral science which in a most un-academic manner he described as “not for sissies”21. His strange obsession with feminist views on rape is also manifested throughout, clearly with the intention of finding a “rational” objection to the power dimension that underlies it (and which can be confirmed by the proliferation of prison rape among heterosexual men, for example). A disturbingly large share (around a third) of his chapter on gender in The Blank Slate is dedicated to rape, with brash statements like this:


I believe that the rape-is-not-about-sex doctrine will go down in history as an example of extraordinary popular delusions and the madness of crowds. It is preposterous on the face of it, does not deserve its sanctity, is contradicted by a mass of evidence, and is getting in the way of the only morally relevant goal surrounding rape, the effort to stamp it out.22



Enlightenment Now remains no less blighted by his anti-progressive rants, as exemplified by the all-guns-blazing opening to one of its early chapters (emphasis his):


Intellectuals hate progress. Intellectuals who call themselves ‘progressive’ really hate progress. It’s not that they hate the fruits of progress, mind you: most pundits, critics, and their bien-pensant readers use computers rather than quills and inkwells, and they prefer to have their surgery with anesthesia rather than without it. It’s the idea of progress that rankles the chattering class.23



Pinker’s belief that progressive thinking can lead down a slippery slope towards social engineering and totalitarianism has been repeated ad nauseum in so much of his writing that it’s not a stretch of the imagination to conclude that they are driven by ideology as much as they are induced by unbiased observation. “Twentieth-century Marxism”, he writes in The Blank Slate, “was part of a larger intellectual current that has been called Authoritarian High Modernism: the conceit that planners could redesign society from the top down using ‘scientific’ principles” before listing all the professions that seemingly perverted progressive utopian ideas, from architects to social scientists to feminists and child psychologists24. This should sound familiar. Echoes of this sentiment are evident in Peterson’s views of socialism as these were described in Chapter Six, and is also close to a universal talking point of the New Right, one which Pinker proselytizes more than any other New Optimist. It can be summarized like this:


The progressive left is well-intentioned but fundamentally irrational, and because their views on human nature are not based on science or reason (however cherry-picked their definitions), then applying utopian progressive socio-economic policies will inevitably lead towards tyranny. And if you disagree with these facts, you are just as irrational and unreasonable yourself.



What is worse, he has also been an important, academically reputable vector in spreading one of the most poisonous ideas behind the so-called culture wars: that the spread of the modern far-right has been largely a reaction to left-wing hysteria; not just on political correctness, as mentioned earlier, but on nearly every other issue of national and global importance including politics and economics. In his own words, “I believe that the media and intelligentsia were complicit in populists’ depiction of modern Western nations as so unjust and dysfunctional that nothing short of a radical lurch could improve them”.25 With comments like this, he exposes the progress narrative as fundamentally political and which dangerously plays into the views of an alt-right/lite that he ostensibly opposes even if he engages in some further punching left by calling them “often highly literate, highly intelligent”,26 an echo of former alt-right darling Milo Yiannopolous’ characterization of his counterparts as “dangerously bright”.27

And so by failing to behave as the neutral observer to the phenomenon of human progress and by reducing an inherently complex analysis of this phenomenon to simple time-series comparisons to prove his point, Pinker places himself among the dubious company of economic charlatans which have used this strategy for ages. It may fool his less critical readers who are looking for a feel-good story about a world that appears caught in the calm before an unknown storm. It may satiate his “edgier” supporters looking for definitive proof that leftist doom-mongering is unfounded. It may make Davos Men like Bill Gates feel vindicated that their brand of market philanthropy is making the world better despite scant evidence. But it is not the nuanced, impartial analysis he paints it as.

The ease with which the progress narrative has been appropriated by the New Right may also seem contradictory in light of the movement’s staunch anti-mainstream attitudes and its genuine desire for radical change, though not in a direction that most leftists or even centrists would find remotely comfortable. But the lack of any sort of coherent set of politics (direct democracy led by far-right authoritarians) or economics (anti-globalization abroad but hyper-capitalism at home) is clearly not an impediment. Only the opposition to progressivism comes close as a universal value of the New Right, which is why the culture war is their preferred battleground: people are more easily swayed by visceral responses to racial and gender controversies after which political or economic payloads can be sneaked in without much resistance.

In the rare case that New Right celebrities dare tread into more serious intellectual circles, the progress narrative almost inevitably makes an appearance. Jordan Peterson, in his 2019 debate with the Slovenian philosopher Slavoj Žižek (billed as the “Debate of the Century”), ended his opening statement by invoking the progress narrative as part of an otherwise unsophisticated attack against socialism:


The bloody UN thinks that we’ll be out of poverty defined by a $1.90 a day by the year 2030. It’s unparalleled and so the rich may be getting richer, but the poor are getting richer too. I’ll leave it with this: the poor are not getting poorer far under capitalism. The poor are getting richer under capitalism by a large margin. And I’ll leave you with one statistic, which is that now, in Africa, the child mortality rate in Africa now is the same as the child mortality rate was in Europe in 1952, and so that’s happened within the span of one lifetime. And so, if you’re for the poor, if you’re actually concerned that the poorest people in the world rise above their starvation levels, then and the all the evidence suggests that the best way to do that is to implement something approximating a free-market economy, and so thank you very much.28



Whether making a deliberate attempt to position the progress narrative within the broader New Right ecosystem or merely acting as useful idiots, New Optimists and their supporters should feel uneasy at how these ideas have been embraced by this toxic new strain of conservatism. One which comes with very reactionary undercurrents. Proof that even the most academically-friendly strains of the New Right can act as a pipeline for further radicalization was seen in a 2019 study by five Cornell University researchers who analyzed more than 79 million YouTube comments on alt-right, alt-lite, and IDW channels and concluded that “the three communities increasingly share the same user base; users consistently migrate from milder to more extreme content; and a large percentage of users who consume Alt-right content now consumed Alt-lite and I.D.W. content in the past”.29 These trends will only grow stronger as new media gradually takes over the mainstream.

Future Fetish

“I no longer believe that freedom and democracy are compatible.”

— Peter Thiel

Libertarians and the New Right might be the most eager adherents of the progress narrative, but there is another group that finds within itself boundless possibilities for the future: tech bros. The pervasiveness of libertarianism within Silicon Valley has resulted in the ideology having its own subspecies known as technolibertarianism, also called extroprianism. This emerged in the late 1980s through the musings of futurist philosophers such as Tom Bell and Max More who co-founded the now defunct Extropy Institute. Technolibertarians broadly agree with the basic dogmas of the libertarian ideology such as free markets, minimal government, no censorship, and social liberalism, but have a particular fascination with the emancipatory promises of technology. They are major advocates of private space exploration, cryptocurrencies, artificial intelligence, genetic engineering, mind uploading, nanotechnology and the extension of human longevity, to name just a few. But they spare little concern for the possible negative consequences should any of these technologies be misused.

In fact, nearly all of these technologies are potentially dystopian. For example, the use of genetic engineering could help eradicate many diseases with a few tweaks to our DNA, but could also end up destroying much of the biological diversity of the species, as people “purge” their descendants of unwanted traits, ensuring a level of racial engineering that any supporter of eugenics in the early twentieth century could only have dreamed of. Perhaps in the decidedly white and affluent confines of Silicon Valley society, concern for these issues is hardly a pressing matter. In the real world, however, there are serious questions on who on how these technologies will impact the lives of those who don’t control or profit from them. For every problem they solve, another more serious one could very well emerge.

Technolibertarianism’s fetishization of technology, particularly that which involves human self-improvement, is shared by another similar philosophy: transhumanism. Transhumanists believe that technology can eventually augment our current biological limits, and fittingly its symbol is “h+”, a nod to the idea that a reworked and improved human species can be developed. There is little scope for naivety or pessimism — the movement largely discounts the tremendously complex issues that could arise from such selective augmentation of our natural capabilities, whereas critics understandably find the possibilities terrifying. Notably, transhumanism was listed as one of the world’s eight “most dangerous ideas” in a 2004 special report by Foreign Policy magazine. Perhaps surprisingly, the author of the scathing piece was Francis Fukuyama who took particular issue with its disregard for what the existence of a superior class of human being would mean in terms of citizenship and equality in democratic societies:


If we start transforming ourselves into something superior, what rights will these enhanced creatures claim, and what rights will they possess when compared to those left behind? If some move ahead, can anyone afford not to follow? These questions are troubling enough within rich, developed societies. Add in the implications for citizens of the world’s poorest countries — for whom biotechnology’s marvels likely will be out of reach — and the threat to the idea of equality becomes even more menacing.30



Transhumanism has some overlap with another fringe ideology that is probably second only to white supremacism in its desire for a world of winners and losers, of might makes right: neo-reaction. Neo-reactionaries (or as they are known on the internet, NRxers)31 go so far as to reject the view that greater democracy is necessarily better; that mankind’s natural state is found in pre-modern societies dominated by traditional social orders including the role of men and women in the household and workplace. Little surprise the movement was strongly tied to the original alt-right.

One of the progenitors of neo-reaction, Curtis Yarvin (pen name Mencius Moldbug) put it that “Democracy is to power as a lottery is to money. It is a social mechanism that allows a large number of hominids to feel as if their individual views affect the world, even when the chance of such an effect is negligible”.32 Yarvin and his ilk believe the enemy is a cabal of elite universities (the Ivy League) in collusion with the liberal media (newspapers like the New York Times, Hollywood) and left-wing intellectuals, which goes to show the extent to which the same narratives are diffused across the broader right-wing spectrum — and not too far detached from Pinker either. This cartel of progressivism is given the foreboding title of “The Cathedral”, thus making the conspiracy sound even more sinister.33

It’s not just that a pre-enlightened society is mankind’s natural state, neo-reactionaries also believe that democracy is not an ideal system for the pursuit of freedom. Their preferred system is monarchy. That such a ludicrously antiquated political system has such an appeal to them is wholly unbecoming of people that are otherwise (mostly) highly educated and tech-savvy. As one of the movement’s better-known proponents, Michael Anissimov, wrote with blatant disregard for any intellectual or historical honesty:


Demotist systems, that is, systems ruled by the ‘People’, such as Democracy and Communism, are predictably less financially stable than aristocratic systems. On average, they undergo more recessions and hold more debt. They are more susceptible to market crashes. They waste more resources. Each dollar goes further towards improving standard of living for the average person in an aristocratic system than in a Democratic one.34



This monarchy, of course, would be a corporatist one. In other words, government would operate not unlike an actual enterprise with the CEO as the monarch and the populace as the shareholders. Yarvin calls this system of government “neocameralist” and he certainly has one man in line for the job: “It’s easy to say ‘put Elon [Musk] in charge, he’ll figure it out,’ and he might well”.35

Some tech tycoons certainly appear to be eying the possibility of running for office. Before Facebook was riddled with public scandals over its role in the 2016 election, Mark Zuckerberg went on a country-wide road trip that led to suspicions that he may have been harboring presidential ambitions.36 The trip was immaculately staged and photographed, and the people he interviewed carefully chosen so as to not be too controversial nor disruptive, which goes to show how loosely he correlates transparency with democracy. This is not surprising given that Facebook’s business model revolves around the mass gathering and selling of personal data from its users; in other words, the commodification of privacy. This goes on with nowhere near the level of mass outrage that accompanied the government spying scandals in 2013, despite the fact that governments are both accountable to their people (at least in theory) and may be voted out of power. Zuckerberg suffers from no such constraints. This may partly explain the evident disregard for democracy evidenced by the US’s current billionaire-in-chief, Donald Trump, a man not accustomed to being challenged by those below him. The possibility that the US could be ruled one of the “benevolent” kings of Silicon Valley should be an almost equally frightening prospect.

One could be tempted to discount transhumanism and techno-libertarianism, or even more extreme ideologies like neo-reaction, as the misguided intellectual fantasies of highly narcissistic tech bros and online philosophers. Thankfully, none of the New Optimists fall squarely in these ideological camps (Pinker has publicly expressed skepticism of transhumanism, albeit on efficiency rather than moral grounds37). But still, their benign view of science and technology as solutions to many of our political and economic ills is discomforting in that it fails to ask the question of why these problems require miracle cures in the first place. This parallels the transhumanist obsession with humanity needing an “upgrade” as the only way to move forward. “Scientists and entrepreneurs are hard at work trying to improve on old technologies, inventing new ones and finding completely new roads ahead”, Norberg writes, before listing innumerable fantastical technologies that one day might solve the climate crisis despite the fact that emissions could be dramatically reduced today if governments considered the problem with the seriousness it deserves.38 Ridley dedicates the final chapter of The Rational Optimism to similar wishful thinking:


The future will feature ideas that are barely glints in engineers’ eyes right now – devices in space to harness the solar wind, say, or the rotational energy of the earth; or devices to shade the planet with mirrors placed at the Lagrange Point between the sun and the earth. How do I know? Because ingenuity is rampant as never before in this massively networked world and the rate of innovation is accelerated, through serendipitous searching, not deliberate planning.39



Pinker would have probably made similar claims in Enlightenment Now had he not devoted nearly the entirety of his chapter on science to vilifying the humanities.40 Even when not explicitly mentioned, they are nonetheless implied every time he downplays technological threats like AI or outright ignores the very real controversies over the growing power of Silicon Valley and its impact on democracy. If New Optimism sounds like one giant TED Talk by a hyper-optimistic tech guru or venture capitalist, it’s because it shares with these people the boundless overconfidence of a future we should be anticipating with dangerously few reservations.

There would also probably not be much fightback from the New Optimist camp if Silicon Valley ideology insidiously becomes more mainstream. The success of Trump and his enablers in mainstreaming their New Right sympathies proves that it only takes one convert reaching a position of power to legitimize a belief system. Institutionalizing it then becomes the next logical step. That Silicon Valley’s foundational ideology could form the backbone of a new American narrative is hardly inconceivable. It is an extreme version of the narrative that to a large extent already permeates the national psyche: that growth is the main determinant of human progress; that wealth the main determinant of personal success; that more individual freedom and less government is always better; and that the actions of the enlightened rich deserve few constraints.

Migrating to this new ideology does not entail an existential incompatibility. That this savage form of laissez-faire could become the future template for human society is a threat that cannot be understated, regardless of the temptation to see it as the more pragmatic salvation from the current liberal-democratic discontent (especially for those who are revulsed by the prospect of re-embracing socialism). We can only hope that these people are never allowed to run a country. And that Elon Musk never becomes king.

The Rationality of Self-Annihilation

“If it happens that the human race doesn’t make it, then the fact that we were here once will not be altered, that once upon a time we peopled this astonishing blue planet, and wondered intelligently at everything about it and the other things who lived here with us on it, and that we celebrated the beauty of it in music and art, architecture, literature, and dance, and that there were times when we approached something godlike in our abilities and aspirations. We emerged out of depthless mystery, and back into mystery we returned, and in the end the mystery is all there is.”

— James Howard Kunstler

This chapter, along with the preceding one, has had the underlying theme of threats to progress and humanity itself, whether these be through war and violence or as a result of dystopic ideologies. To be complacent about these risks by assuming they belong in the realm of science fiction rather than reality would be supremely irresponsible: it is not just the case that human progress increases the risk of self-annihilation but that it potentially makes self-annihilation a rational choice. The most commonly used model of the nuclear arms race (or any other arms race for that matter) is the Prisoner’s Dilemma, a game-theoretical model in which both sides gain less by arming themselves but nevertheless do it since the consequences of not arming if your opponent does are much greater. The result is a sub-optimal equilibrium in which both sides choose the less beneficial outcome (both arm) rather than the mutually beneficial one (neither arms).41

The fact that no established nuclear power has voluntarily relinquished its weapons of mass destruction is testament to how preposterous the idea of such a drastic act of self-disarmament would be, even if some societies are not entirely averse to the idea — a 2016 poll showed 49% of Britons wishing some form of full or partial nuclear disarmament of their country’s arsenal.42 The fact that the two main superpowers have drastically reduced their nuclear arsenals from the late 1980s onward as well as the (claimed) destruction of their chemical and biological ones does suggest that nations are not destined to be bound permanently by the Prisoner’s Dilemma. But this precludes the likelihood of either unilateral full disarmaments or a coordinated move towards the ultimate objective of global nuclear disarmament.43 The temptation of one or more countries going rogue and retaining some of their stockpiles would simply be too huge.

In situations of brinkmanship like the Cuban Missile Crisis, the behavior of the opposing sides is more akin to the Chicken Game, made famous in a scene in the movie Rebel Without A Cause, where two people drive a car into a direct collision with the other unless one swerves at the last minute (the loser becomes the “chicken” despite being unequivocally the more reasonable of the two). When tribalist loyalties are high and self-sacrifice becomes an acceptable payoff for the sake of the ingroup’s reputation, the temptation is to stay the course — just like the B-59’s captain who was prepared to sink a US aircraft carrier with a nuclear torpedo. Recalling David Hume’s hypothetical preference for the scratching of his finger over the destruction of the world, that the latter would be preferred over an affront to national honor or personal ego has made his thought experiment chillingly real since the advent of nuclear weaponry.

It is certainly impossible to imagine any situation where mutual annihilation would be reasonably preferable to any alternative of surrender, occupation, or conquest. Perhaps the only case would be if knowing that submission would lead to such horrific oppression that life would no longer be worth living and with no realistic expectations of liberation (an expectation that even those under Nazi rule were never denied). But rationally, the choice between mutual annihilation or submission is one that seems easy to make in favor of the first in much the same way as a pair of street brawlers would go at it even when the weaker one is conscious of the beating he will receive, and the stronger one is conscious that he won’t escape unscathed. Honor, dignity, and similar psychological human constructs can rationally be incorporated into our utility functions even when they don’t cause us any appreciable gain.

Leaving aside the real risk of a nuclear holocaust, there are more insidious ways in which we can rationally commit self-annihilation; insidious because we are directly contributing to it despite being fully aware of the dangers posed by this behavior. Climate change is the most obvious one. Our unwillingness to take the full set of measures available to us to combat climate change is in large part due to a paradox known to climate thinkers and policymakers long before it was (in an astounding case of intellectual theft) appropriated and self-branded by Third Way sociologist Anthony Giddens. It is still worth repeating:


[S]ince the dangers posed by global warming aren’t tangible, immediate or visible in the course of day-to-day life, however awesome they appear, many will sit on their hands and do nothing of a concrete nature about them. Yet waiting until they become visible and acute before being stirred to serious action will, by definition, be too late.44



To this one could add that the actions needed to mitigate climate change are much like votes in a democracy: only impactful on the aggregate, never on an individual level. An average person who lives a perfect consumerist lifestyle with no regard to the environmental damage of their behavior will not tip the balance of Earth’s future from Gaia to Mad Max wasteland. Nor will the opposite happen with the hyper-conscious environmentalist whose every action has factored in the minimization of their carbon footprint. There’s no apparent negative payoff from disbelieving in climate change or discounting it from your behavioral patterns, and because your individual impact is negligible you also can’t be blamed once climate change does materialize. To use a term popularized by Nassim Taleb, nobody has “skin in the game”.45 The recent shift of denialists away from the argument that climate change isn’t real and towards the argument that human action isn’t the driving force (and that it’s therefore inevitable) appears to be a push towards a narrative that appeals to this very rational method of ignoring risk. It certainly requires a weaker renunciation of reality than the alternative.

Resorting to the inevitability of climate change opens up another rational element to the narrative: the costs of mitigating it can never exceed its benefits, in which case there is no point in tolerating economic losses from lower employment and growth. But a cursory reading between the lines reveals the real concern is profits. In a recent ranking of corporate support (or lack thereof) for climate change, the most hostile companies were almost all major polluters such as energy companies.46 This is undoubtedly the greatest tragedy of the climate crisis, that the meekness of our response to the biggest planetary risk aside from nuclear war is merely for the sake of making a few obscenely rich people richer still. This includes multi-billionaires like the Koch brothers, who are among the biggest lobbyists against environmental regulation — Koch Industries sat at the bottom of the above-mentioned ranking.

It is even questionable whether serious economic losses would actually materialize, contrary to the claims of people like Ridley whose “lukewarm” position on climate change is based around the argument that mitigating it is costlier than doing nothing. “At the moment, it seems highly likely that the cure is worse than disease”, he warns. “We are taking chemotherapy for a cold”.47 The astronomic growth of the renewables industry over the past few decades suggests that an environmentally-friendly economy would still remain highly profitable. It is also incongruent that the Schumpeterian affinity of hyper-capitalist climate deniers towards “creative destruction” applies to most other industries but not the dirty ones; typically, the absurdist defense of obsolete industries is seen as a mantra of the left, not the right.

It does not help that climate change denial is a tribalist narrative held primarily by conservatives, at least in the United States. There is no real reason it should be. European right-wing parties and even the less progressive governments of the Third World are broadly committed to the issue even if in many cases such commitment does not go beyond the superficial. But this is still a step forward in comparison with the truth-distorting logic of US conservatives and libertarians who will only concede to market-solutions to a problem that requires constraints to private, profit-making activity far beyond what their ideology is comfortable with. We could cling to the hope that, like many other tribal narratives such as slavery and free trade, these are not ideologically set in stone. But the contrary is also a frightening prospect: that rising demagoguery in other parts of the world will make these countries align more closely to the standards set by the US right. Former Australian Prime Minister Tony Abbott in a 2017 speech claimed climate change policies were akin to “primitive peoples once killing goats to appease the volcano gods”.48 Vladimir Putin, president of one of the world’s top polluting countries, has also denied human responsibility for climate change and is on record saying that it “brings in more favorable conditions and improves the economic potential of this region”.49

Perhaps he’s not entirely wrong on that: the Stanford study mentioned in the previous chapter put Russia as one of the few beneficiaries of a warming planet. However, this degree of selfishness in the face of an obvious global catastrophe is not unlike that of the Koch brothers. For every square kilometer of uninhabited Russian tundra that becomes fertile, how many in the tropics will be ruined by degradation or desertification, destroying the livelihoods of the thousands of people who depend on it and leaving these countries even more dependent on external assistance? Selfishness and greed may yet be our undoing even if the long-term interests of the greedy run entirely contrary to that goal, a sort of hyperbolic discounting (the preference for smaller short-term rewards over larger, long-term rewards) gone horribly wrong. AI researcher Eliezer Yudkowsky explained this phenomenon:


All else being equal, not many people would prefer to destroy the world. Even faceless corporations, meddling governments, reckless scientists, and other agents of doom require a world in which to achieve their goals of profit, order, tenure, or other villainies. If our extinction proceeds slowly enough to allow a moment of horrified realization, the doers of the deed will likely be quite taken aback on realizing that they have actually destroyed the world. Therefore I suggest that if the Earth is destroyed, it will probably be by mistake.50



There is less to say about potentially dangerous technologies like artificial intelligence since our understanding of them has not yet reached the maturity in which the full extent of their existential risk can be realistically assessed. As with climate change, it may be the case that the “tipping point” is so difficult to identify that we might not know when we’ve reached it. Related to this is the near impossibility of ever “sandboxing” a super-intelligent AI, thereby preventing it from causing catastrophic harm outside of the system where it is contained. Yudkowsky himself challenged various people on his LessWrong forum to play the role of “gatekeepers” to his role as a rogue AI using only reasoned persuasion (as opposed to material promises like money, or physical threats like death) via text to let them out of such a box. Although the details of the conversations have never been released, Yudkowsky managed to reason his way out of the box despite his gatekeepers claiming beforehand that nothing could persuade them to let him out.51 One would have to imagine that a real AI performing this experiment would be orders of magnitude more intelligent than Yudkowsky and therefore capable of persuading even the most rational, reasonable and committed gatekeeper or gatekeeping organization.

Not everyone, however, is convinced of the existential threat of AI. The eternally optimistic Pinker has stated that it is equally likely that super-intelligent AI will not adopt a “parochial alpha-male” personality but instead that it will “naturally develop along female lines: fully capable of solving problems, but with no desire to annihilate innocents or dominate the civilization”.52 He has also stated that such a scenario “makes about as much sense as the worry that since jet planes have surpassed the flying ability of eagles, someday they will swoop out of the sky and seize our cattle”, an analogy that almost begs to be ridiculed.53 In any case, the moment that an AI reaches a human-like level of intelligence and consciousness it could reasonably deduce (with mountains of hard evidence) that human beings are a pernicious influence on the planet. It could then reasonably conclude that it is in its own best interest, as well as the interest of every ecosystem on Earth, that humanity be completely eradicated. Parting from that cyber-epiphany, that as it goes from human to super-human intelligence it would also use its exponentially expanding capabilities to achieve this goal — and almost certainly succeed eventually, as the AI box experiment showed.

Perhaps this is the fate of most if not all intelligent species in the universe, which may convincingly explain the Fermi Paradox (why we have not encountered intelligent alien life despite the near-100% probability that it exists). Then again, perhaps if we were governed under a less rapacious, more socially conscious framework for human existence, we wouldn’t even be considering the threat of AI as an existential one. What Carl Sagan theorized about extraterrestrial life may well apply to a noble AI:


Perhaps all societies significantly more advanced than our own have achieved an effective personal immortality, and lose the motivation for interstellar gallivanting - which may, for all we know, be a typical urge only of adolescent civilizations. Perhaps mature civilizations do not wish to pollute the cosmos.54



We can hope that human beings will one day achieve the civilizational maturity that such a description will apply to us too. Unfortunately, the story of human progress to this day gives little reason to bet on it. What is left is a progress that leaves us with a growing list of existential threats, while fooling us into thinking we are ever more capable of addressing them. And rather than mitigate these threats, it appears that the ideologies that are most supportive of the progress narrative are also the ones most likely to fail at doing so. The obsession of so many tech tycoons with colonizing Mars while actively prepping for apocalypse on Earth by buying abandoned nuclear bunkers or houses in remote parts of New Zealand is indicative of some very twisted priorities among our economic elites.55 This is particularly problematic given their increasing control over the technologies that will define our future, at a time of ever-greater reticence by liberal capitalist nation-states in harnessing them for the common good lest it violate market imperatives. We are thus left with a nihilistic hope that progress may merely grant us the privilege of moral and material stagnation. Rather that than joining the thousands of species that have been and gone on this pale blue dot.


CHAPTER NINE: BUILT FOR THE FUTURE

There Is No Alternative… Or Is There?

“We have come to a clear realization of the fact that true individual freedom cannot exist without economic security and independence. ‘Necessitous men are not free men’. People who are hungry and out of a job are the stuff of which dictatorships are made.”

— Franklin D. Roosevelt, State of the Union Address 1944

You do not need to think that the world is getting worse to embrace skepticism of the New Optimist progress narrative. It is possible to contribute to a more nuanced discussion of how our future should be shaped merely by allowing existing orthodoxies to be challenged as they once were in the past. Recalling the question posed in Chapter One, what kind of progress would we want to see? Should it be merely a future based on incremental improvement? This chapter proposes a decidedly un-radical radical idea. One that is more likely to makes us reach the right kind of progress defined in Chapter One. What if we took nearly every basic premise of liberal democracy — the consent of the governed, equality under the law, individual rights and liberties, as well as a voice and vote on the issues that impact people’s livelihoods — and applied them to a much wider dimension of human life?

It is not a contradiction to accept that liberal democracy and liberal capitalism have produced a world that is unquestionably better according to most indicators of material well-being while at the same time doubting that these are the best systems to carry us forward to the future; a future that with the rapid pace of technological change becomes ever more uncertain and, to many people, rightfully frightening. More than any other takeaway from this book, readers should leave with the idea that “today’s sacred intellectual cows are tomorrow’s dead meat”.1 As an economist, I am perhaps much better suited to make this claim that most other professionals. Economics, after all, was a discipline which from the 1980s essentially shut itself off from serious intellectual debate between competing views on liberal capitalism. Had many of these views been taken seriously, mainly those which warned of the risks of excessive liberalization of markets, catastrophes like the 2008–2009 global financial crisis could have been fully averted. More inclusive models of economic growth may have both prevented the rise of right-wing populism and promoted pluralistic democratic competition.

For starters, the existential economic debate of our day should no longer be how to reform capitalism but whether and even how we should replace it. Chapters Five and Six will have hopefully convinced the open-minded reader that liberal capitalism’s problems are not the result of deviant behavior by a few economic agents in an environment that would otherwise produce desired outcomes. Rather, it is the very structure of liberal capitalism that denies these outcomes. Readers will also have hopefully appreciated the attempt to show not so much liberal capitalism’s failures but its many contradictions that have led to those failures. That liberalism’s demand for freedom and democracy in the public sphere has not corresponded with a similar demand in the private sphere and in fact, has eroded it. That what is good for businesses is not necessarily good for society. That freer markets tend to be less competitive than well-regulated ones.

And more importantly for the underlying narrative of this book, that the liberal capitalist vision of progress touted by the New Optimists — one centered around boundless economic growth and constrained only by existing (and temporary) technological boundaries — will actually lead to catastrophic and irreversible damage to our planet, to the detriment of human prosperity and well-being. Cultural theorist Mark Fisher described our inability to think outside a liberal capitalist framework as “capitalist realism”, a play on the idealist art known as socialist realism which reflected how an economic ideology permeated every aspect of existence, including culture. Fisher also understood why capitalism has done so well at resisting alternative narratives:


If capitalist realism is so seamless, and if current forms of resistance are so hopeless and impotent, where can an effective challenge come from? A moral critique of capitalism, emphasizing the ways in which it leads to suffering, only reinforces capitalist realism. Poverty, famine and war can be presented as an inevitable part of reality, while the hope that these forms of suffering could be eliminated easily painted as naive utopianism. Capitalist realism can only be threatened if it is shown to be in some way inconsistent or untenable; if, that is to say, capitalism’s ostensible “realism” turns out to be nothing of the sort.2



The starting point of any new economic framework should be to reform its main economic institution: the firm. Just as democracy distributed power to disenfranchised citizens, whatever economic model succeeds capitalism must be capable of distributing wealth just as effectively to disenfranchised workers. An increasingly popular proposal is employee-ownership, which is the central feature of the increasingly popular idea known as democratic socialism. This sets it apart from other socialist models like Soviet-style communism where the means of production were owned by the state as an intermediary of employee control and which, unsurprisingly, led to authoritarianism wherever it was implemented3.

Democratic socialism is undoubtedly radical — at this point, any alternative to liberal capitalism is — but hardly as disruptive as its critics fear. Mostly because our day-to-day engagement with productive economic units (firms), would be largely unchanged from how they are now: doing your groceries in an employee-owned shop would be no different from a capitalist one, and the same shop would be no less mindful of its own need to compete against other employee-owned rivals and to make profits. The only difference would be how those profits are shared. The individual profit motive becomes replaced by a collective, societal one, which in turn is dispersed among the thousands of workers that the firm employs. This makes it less likely that these firms would engage in the more unscrupulous behavior to which capitalist firms are prone. Will this put a definitive end to all corporate wrongdoing? Of course not. But this is not a valid argument against employee-ownership, particularly coming from people who see corporate wrongdoing as isolated incidences rather than a structural problem. Nobody is arguing that employee-ownership will be perfect, only that it will be superior to the system of capitalist ownership that is prevalent today. And immensely more just.

For those unfamiliar with the basic structure of employee-ownership, this usually takes the form of an employee-owned trust composed of shares in that firm (at least 51% for the company to be truly employee-owned). These shares cannot be sold by each employee externally in order not to compromise the trust, although they can be traded amongst themselves. New employees are assigned shares which provide them dividends and, more importantly, give employees the ability to designate their own members to the company board. A further example of this are worker’s cooperatives, which are entirely employee-owned and in which workers have equal shares and equal votes thus becoming fully democratic institutions.

It is our generalized ignorance of how employee-owned firms operate that fuels our skepticism over their effectiveness. However, the efficiency argument against employee ownership is moot: there is both the anecdotal evidence of highly competitive employee-owned firms as well as the empirical evidence of higher performance, higher productivity, higher pay, greater resilience to recessions, lower labor-management conflict, and higher quality of work life in general as demonstrated in a plethora of studies across the US and Europe.4 A recent study by the Cass Business School showed that employee-owned firms thoroughly outperformed capitalist firms during the 2009 recession and the years that followed (and grew nearly as fast in the pre-crisis years). The study emphasized the benefits of this “stakeholder” approach:


The advantage for [employee-owned businesses] comes from taking a stakeholder rather than a shareholder view of management, which is known for promoting accelerated growth and rewarding short-term profitability even if it comes at the cost of long-term sustainability. In the UK and elsewhere it has been shown that employees who have a stake in the company they work for are more committed to delivering quality and are more flexible in the face of the needs of the business.5



Figure 9.1: The benefits of a stakeholder economy
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Notes: Employee owned firms in the UK proved considerably more resilient during the 2008–2009 crisis and the immediate years afterwards, outperforming their capitalist peers in almost all metrics. Even before the crisis, the difference in growth was not particularly large. These results come from a follow-up study from a 2011 report, and essentially confirmed the initial findings. Source: Lampel et al. (2014).6

A shocking revelation for “classic liberals” will be that one of the most famous liberal philosophers and political economists of the nineteenth century, John Stuart Mill, was a strong supporter of this form of worker-managed organization. Mill, not unlike many socialists of his day (his classic Principles of Political Economy was first published the same year as the Communist Manifesto), viewed the ownership of the means of production as being fundamentally social rather than personal, claiming that “Even what a person has produced by his individual toil, unaided by any one, he cannot keep, unless by the permission of society”7. Mill also went further than Marx himself in predicting that employee-owned firms would eventually displace capitalist firms, given their advantages in efficiency, incentives, and workplace democracy:


The form of association, however, which if mankind continue to improve, must be expected in the end to predominate, is not that which can exist between a capitalist as chief, and workpeople without a voice in the management, but the association of the labourers themselves on terms of equality, collectively owning the capital with which they carry on their operations, and working under managers elected and removable by themselves.8



Mill may have been right about their benefits but he was wrong in his prediction that they would eventually become the dominant form of productive organization. In fact, the evidence in favor of employee-owned firms in nearly every standard of performance is so overwhelming that the only lingering controversy is why there aren’t more of them.9 But barring a “natural” (that is, market-driven) replacement over time as Mill envisaged, there is also a common misbelief that reorganizing a capitalist economy into an employee-ownership model involves expropriation or some other forced government takeover of wealth. In reality, transforming a capitalist firm into an employee-owned firm is relatively painless, and there are a number of different means to do so, of which three are described below. In the interest of fairness, I will also attempt to explain each of their weaknesses, none of which should be unsurmountable and if anything, point towards the need for applying all of them to a certain extent:

Right of First Refusal

The simplest method of transfer is simply a forced sale to employees upon the death or retirement of owners, or a so-called “right of first refusal” whenever owners plan to sell the company off or disband it. In the latter case, employees are given a first option to buy the firm. If employees lack the funds to purchase it outright (which is usually the case), they can acquire the owner’s shares through a third-party loan or a bond, financed though future profits of the firm. This is not unlike the debt-financed hostile takeovers that are common among private firms, with the difference that employees are likely to work harder to make the firm profitable rather than a private equity firm planning to leech the business dry. This is one of the numerous proposals for employee-ownership currently being considered by the UK Labour Party (largely under the intellectual leadership of John McDonnell, the current shadow chancellor). The downside is that employees will have to wait until there is an opportunity to wield this right, and it can be potentially very costly for the public purse if the government is relied on for making many of these loans if private lenders aren’t found. And in the case of firms that are sold to employees to avoid closure, there’s no guarantee that they’ll return to profit under employee management.10

Asset Egalitarianism

A second method involves an already existing massive source of employee savings that do not provide representation, much less ownership: investment funds, including pensions. In the US, around 12% of all stock market wealth is controlled by pension funds and a further 29% by investment funds who get to receive dividends, appoint members to company boards, and all the other perks of holding ownership shares in the firms they invest in.11 As legal scholar (and personal friend) Ewan McGaughey has explained in numerous papers on the subject, this represents “labor’s capital” yet it provides no ownership or voting rights to the very employees whose savings are used by those funds to purchase corporate shares.12 Instead, the asset managers who control these savings wield disproportionate influence over corporate affairs. One study has estimated that the “Big Three” passive investment funds in the US (BlackRock, Vanguard, and State Street) are the largest shareholders in 40% of all listed firms and in nearly 9 out of 10 firms in the S&P 500.13

Figure 9.2: The de-democratization of US corporate stocks
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Notes: Back in the 1950s, households (i.e. individuals) directly owned over 90% of total corporate stocks. Today it is barely over a third, with just over 40% owned by pension funds, mutual funds, and other investment funds (such as ETFs and broker dealers). Hardly any of these provide any representation rights, much less ownership to the people who actually are providing that capital, which is particularly egregious with regards to pension funds. The massive surge in investment fund control of corporate equities took place in the 1980s and is only rivalled by the rise in foreign investors. Source: US Federal Reserve, Financial Accounts of the United States (L.223)

This phenomenon is also highly detrimental to competition. Another study showed that in the US airline industry (where 77% of shares are owned by just five funds), levels of concentration were found to be ten times higher than the level that would ring alarm bells by anti-trust authorities when ownership by large asset managers across the industry was taken into account.14 As it stands, reforms to the asset management system do not directly address the problem of ownership, but they would go far in addressing one of the most insidious forms of corporate power, particularly in the US. One that is entirely unwarranted since asset managers are using other people’s money against their interests, particularly on social and environmental matters.15

Stock Issuance

This method involves forcing companies of a certain size to issue a small percentage of their equity each year as shares into an employee-ownership fund. Such a scheme is has been proposed by the UK Labour Party at 1% a year for ten years, and Bernie Sanders in the US later proposed 2% a year.16 It should be observed that businesses already do this whenever they need additional financing or when employees (usually executives) paid with stock options decide to exercise them. The downside to issuance is share dilution: existing stock owners will see their shares in the company diluted in proportion to the amount of new shares. For most steadily growing firms, this is rarely a problem since the value of that stake in absolute terms will be higher: Jeff Bezos is said to own “just” 12% of Amazon and yet is infinitely richer than when his share was higher. As a result, assuming that a company’s equity grows at more than 1% per year (or 10% in ten years), none of its diluted shareholders would be poorer if 1% of extra shares are issued.

Labour’s proposal even considers an annual cap of £500 on dividends on these shares. This would be necessary to redistribute profits across firms rather than merely within them — a crucial consideration in addressing inequality on an aggregate level as seen in Chapter Six. In fact, income inequality could actually worsen if the workers from the most profitable firms get massive dividends while those in less profitable firms (the majority) don’t. However, capping the dividends at such a low level risks making employee ownership meaningless from an income point of view. Any serious proposal for using stock issuance to distribute ownership must therefore get the right tradeoff between boosting workers’ income and ensuring that not just those working in the most profitable firms benefit.

*

As can be seen, the move towards an employee-owned economy would be a far cry from a Bolshevik-style takeover of private assets or the “dictatorship of the proletariat” that early Marxists called for (and largely abandoned in the twentieth century). But this has not stopped the liberal media from painting it as such. In a series of 2019 pieces railing against “The Corbyn Revolution”, just as the whiff of a snap election in the UK began to appear, the Financial Times claimed that this amounted to a “one of the biggest state raids on the private sector to take place in a western democracy”,17 which would be deserving of a Pulitzer Prize for hyperbole if such a thing existed. In practice, not a single share in private hands would be taken over without compensation.

A similarly staunch defense of shareholder capitalism was given by the Economist earlier that same year, calling employee ownership policies “reckless remedies” and shamelessly invoking the Thatcher and Reagan years as the way to bring “capitalism for the masses”.18 One has to wonder whether either of these publications would be happier amid the chaos of Brexit — which they are partly to blame for given their mutual endorsement of David Cameron in 2015, despite his reckless promise of an EU referendum in his campaign manifesto — than accepting a Labour Party-led government. Or if they might harbor some sympathies for a second Trump term if the alternative is Sanders or Warren.

Figure 9.3: Inequality is just as bad in social democracies before redistribution
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Notes: The OECD calculates a Gini coefficient for its members before and after taxes and transfers, the former represented by the bars, and the latter by the diamonds. For many countries, this level exceeds 0.50 before redistribution, which is a level more commonly seen in third world kleptocracies. Pre-redistribution inequality in the US, for example, is not much different than Finland or France. Source: OECD.19

But given that the term “socialism” is still a dirty one in many mainstream circles, not least amongst the New Optimists, it would not be surprising that more centrist-minded readers might still be skeptical. It’s hard to entirely blame them. Even left-leaning media has failed to give these topics like employee ownership the attention they deserve, and academia has not done much better either: alternatives to capitalist ownership are almost never discussed in economics courses. Instead we are left with merely the soft critique of capitalism, which limits itself to advocating for the mixed economies (capitalist ownership with heavy state intervention) that characterized post-war social democratic states. But if this period was successful, why not just leave it at that? Why favor riskier, untested (on an aggregate scale) polices when we have a formula for inclusive growth that works?

For starters, social democracy does not eliminate inequality at its origin (the corporation), it merely patches it up through redistribution. The OECD frequently estimates the Gini coefficients of its member states before and after taxes and transfers, and it is stunning to see that inequality among continental European social democracies is almost as bad as that of the laissez-faire Anglo-Saxon world before this redistribution of income takes place. (Figure 9.3). For example, the pre-redistribution Gini coefficient for the US is almost identical to Germany’s and lower than France’s.20 The price tag that comes with this redistribution is extraordinarily high. Tax revenues as a share of GDP typically exceed 30% in most social democracies and in some cases fall into the range of 40–50%.21 The amount of resources that could be freed for public services, infrastructure, and climate-mitigating investments would be extraordinary.

Maintaining these welfare states also becomes far more complicated once demographics become unfavorable for inter-generational income transfers. Perhaps the recent acceptance of millions of refugees and migrants into certain European countries, particularly in Sweden and Germany, had as much an economic as a humanitarian logic: these mostly young, new immigrants, when properly assimilated into the economy, will be paying older Swedes’ and Germans’ pensions (both countries have negative population growth rates among their native citizens). Moreover, social democracy is easy to dismantle. Because mixed economies are still fundamentally capitalist, they also retain an economic elite that will have much more bargaining power with the political class. Britain is an excellent example of a comprehensive post-war social democracy that was considerably withered down during the Thatcher era and further still during the age of Tory austerity since 2010. Whereas center-right governments of the post-war era were benevolent enough to accept the social democratic consensus, the increasing polarization of politics across the globe puts every welfare state at risk, not just from the right but from center-left parties that still haven’t detached themselves from the laissez-faire mentality that they broadly embraced since the 1980s.

In contrast, an employee-owned economy would not be so easily dismantled since it would confer to citizens a share in the economy that will not easily be given up. For those concerned that this would be a one-way street to an irreversible disaster, it is worth pointing out that many of the most favored economic policies of the right involve exactly that. Reversing skyrocketing house prices is politically nearly impossible because existing homeowners (some of whom have no other sources of wealth) stand to lose out. Tax cuts on the wealthy are hard to revert since at least some segments of middle class usually get something out of them too even if proportionally far less than the rich. Privatization is also difficult to roll back since it inevitably involves buying private assets at market prices even if they were originally sold for pennies on the dollar. As is often said, “you can only sell the family jewels once”.

The other great benefit is that eroding the power of economic elites would open considerable new spaces for democratic policymaking that are currently captured by private interests. Let’s not fool ourselves: the majority of the rich are not center-left philanthropists such as Warren Buffet or George Soros who splurge on social causes and openly call for higher taxes on people like themselves. A recent study of the 100 richest Americans by a trio of researchers from Northwestern University revealed that the great majority had strongly conservative or libertarian economic views, and participated heavily in “stealth politics” to turn those views into practice. The greater the overlap between economic power and political power, the more likely that the economy will be molded to fit their personal and familiar interests. The authors conclude:


Both as individuals and as contributors to Koch-type consortia, most US billionaires have given large amounts money — and many have engaged in intense activity — to advance unpopular, inequality-exacerbating, highly conservative economic policies. But they have done so very quietly, saying little or nothing in public about what they are doing or why. They have avoided political accountability. We believe that this sort of stealth politics is harmful to democracy.22



The threat to the welfare state’s existence in the face of opposition from economic elites also lay at the heart of Rawls’s “restatement” of his political beliefs in later life. Seeing how easily the US veered further away from his conception of a just society made him an advocate of economic arrangements that were decidedly non-capitalist, while the very social democracy that he appeared to endorse in A Theory of Justice became subject of scathing critique:


Welfare-state capitalism also rejects the fair value of the political liberties, and while it has some concern for equality of opportunity, the policies necessary to achieve that are not followed. It permits very large inequalities in the ownership of real property (productive assets and natural resources) so that the control of the economy and much of political life rests in few hands. And although, as the name “welfare-state capitalism” suggests, welfare provisions may be quite generous and guarantee a decent social minimum covering the basic needs, a principle of reciprocity to regulate economic and social inequalities is not recognized.23



Rawls proposed instead two systems that could fulfill his criteria for justice, particularly what he referred to as the difference principle whereby inequalities would only be permitted if they maximized benefits for the worst off (as opposed to merely making them better off which is behind the “rising tides lift all boats” mentality). One of these systems was described as a property-owning democracy where private property would be allowed but the state would be active in redistributing wealth and the means of production, rather than income. This would be akin to attacking inequality at its point of creation rather than at the point of manifestation.

The other system is liberal socialism which is not unlike the employee-ownership model described above, while respecting most of the economic freedoms that exist today such as markets and free enterprise. “In contrast with a state socialist command economy”, Rawls wrote, “firms under liberal socialism carry on their activities within a system of free and workably competitive markets. Free choice of occupation is also assured”.24 Rawls left it somewhat ambiguous which of the two systems he preferred but what he made clear is that both the laissez-faire as well as welfare state variants of capitalism were inconsistent with justice: “The least advantaged are not, if all goes well, the unfortunate and unlucky—objects of our charity and compassion, much less our pity—but those to whom reciprocity is owed as a matter of basic justice”.25 Seems like Rawls may have been a socialist after all.

Finally, for those readers who still remain concerned about the potential disruption involved in moving towards an economy where employees rather than capitalists or the state control the means of production, it is worth recalling the extent to which many of the features that we now consider essential to a modern, capitalist economy were once heavily criticized. By capitalists. For example, Adam Smith was no fan of the joint-stock company, foreseeing the conflicts of interest between absentee ownership and management that would obsess a generation of business theorists two centuries after The Wealth of Nations was published. As with much of his work, statements like this have been conveniently forgotten by economic liberals, and especially libertarians, who would prefer to paint him as an absolutist defender of free markets and free enterprise.:


The directors of such companies, however, being the managers rather of other people’s money than of their own, it cannot well be expected, that they should watch over it with the same anxious vigilance with which the partners in a private copartnery frequently watch over their own. Like the stewards of a rich man, they are apt to consider attention to small matters as not for their master’s honour, and very easily give themselves a dispensation from having it. Negligence and profusion, therefore, must always prevail, more or less in the management of the affairs of such a company.26



Likewise, one of the most important economic inventions of the nineteenth century, limited liability, was also not short of critics during its day. Because limited liability allowed no greater loss to a business owner beyond the capital he or she initially invested, this too was seen as something that would encourage unscrupulous behavior. Scottish economist John Ramsay McCulloch, heir to the Ricardian school of economists (followers of David Ricardo, of comparative advantage fame) had this to say in 1856, a year after the groundbreaking limited liability law was passed in the UK:


Most people engaged in business, as at present carried on, are impressed with the well founded conviction that their interests will be best promoted by their preserving an unblemished reputation. And as they all act under the heaviest responsibility (in the current system of unlimited liability), the chances are ten to one that they will behave discreetly, fairly and honourably.27



In retrospect, the paranoia over things like joint-stock ownership and limited liability would seem like illiberal hysteria, not unlike the modern right seeing employee-ownership as a road to ruin. Or how even right-wing polices like privatization were seen as so radical that Margaret Thatcher deliberately left it out of the Conservative Party’s 1979 manifesto so as to not frighten voters.28 It is somewhat heartening to know that some efforts have been made recently to encourage these types of ownership structures: the UK passed a 2014 law under the Tories to facilitate conversions into employee-ownership, and a few politicians on both sides of the spectrum have waxed lyrically about promoting a “John Lewis economy”, in reference to the famous retailer which is the country’s largest employee-owned firm. However, this is still a drop in the bucket. Expecting capitalist corporations to voluntarily change their ownership structures is unlikely, even when the benefits to the economy and society become ever more obvious.

I, Robot. You, worker

“It’s a recession when your neighbor loses his job; it’s a depression when you lose your own.”

— Harry S. Truman

Employee ownership would be a necessary but insufficient policy to ensure that capitalism’s current problems are corrected. At the top of many economists’ concerns today is the threat of automation, which over the next few decades could lead to the mass replacement of a significant section of the workforce by robots or AI. Historically, technological change has been an opportunity rather than a threat. “Creative destruction”, to use the term coined by economist Joseph Schumpeter, has meant that job losses from technological change have been offset by job creation in new industries that this change has brought about. But considerable evidence suggests that this time it will be different, particularly since large swathes of both working- and middle-class jobs appear under threat and the level of specialization needed in most emerging industries appears too high to be feasible for those whose jobs are on the line. As such, the supply of new high-end jobs is unlikely to meet labor demand even though, perversely, it could be the case that those very jobs could be hard to fill if revenue-strapped, laissez-faire minded states do little to upskill their workforces. No bigger capitalist dystopia could be imagined than that where both employers and employees are left unsatisfied!

Estimates of the job losses from automation are notoriously un-scientific but studies suggest as many as 80% of jobs are at risk of automation in certain sectors.29 It would seem, at least under any other economic system than capitalism, that automation would be the single greatest liberator of humanity in history, freeing us from the burden of work and therefore enabling every individual to live up to their fullest potential. Yet automation received not a single mention in Norberg’s Progress or Pinker’s Enlightenement Now, nor does it have an entry in Roser’s Our World in Data. Clearly to the paladins of progress, this upcoming economic revolution is either not good enough to be a reason to look forward to the future or — as is most likely — impossible to dismiss as the threat that it is. So better to just not mention it at all. And yet automation needn’t have developed this way. The great twentieth century economist, John Maynard Keynes, saw progress as an inevitable path towards greater leisure rather than mere consumption. So much that he saw no need for future generations to work more than a few hours each week and this merely to satisfy a basic instinct to do any work. In the seminal 1930 essay Economic Possibilities for our Grandchildren, he wrote:


For many ages to come the old Adam will be so strong in us that everybody will need to do some work if he is to be contented. We shall do more things for ourselves than is usual with the rich to-day, only too glad to have small duties and tasks and routines. But beyond this, we shall endeavour to spread the bread thin on the butter-to make what work there is still to be done to be as widely shared as possible. Three-hour shifts or a fifteen-hour week may put off the problem for a great while. For three hours a day is quite enough to satisfy the old Adam in most of us!30



If the fears of automation materialize, it is unlikely that any semblance of liberal democracy will survive an upheaval of this magnitude. Certainly not in the West where inequality is likely to skyrocket since the owners of capital will be able to receive equal or greater profits with ever lower payroll costs. Economists from the right of the spectrum who ascribe the rise in inequality in recent decades mainly to outsourcing will be forced to concede that this is a virtually identical phenomenon. However, the impact will not be merely limited to the West. The developing world could end up suffering divestments and de-industrialization on a massive scale. In these countries, a large share of their most productive capital is owned by foreign (Western) firms, which will likely divest back into their home countries once robots become cheaper than Mexicans and Vietnamese. Mexico, for example, is the sixth-largest car exporter in the world but every single one of those cars is built by a foreign carmaker.31 If those cars had been built by domestic firms, at least they could be taxed domestically. Under globalization, nobody escapes structural economic change and most developing countries will pay a huge price for ignoring the need for national industrial policies, something that countries like China and India (which largely ignored the most extreme policy prescriptions of the laissez-faire era) did not.

One widely touted solution to the automation threat is universal basic income (UBI), a monthly income to every citizen which they can spend as they please. UBI would not be means-tested; that is, it would be provided to every citizen as a basic right whether they be a bricklayer or a CEO, although the latter would end up paying it back via higher taxation. Although no country has yet to implement a UBI in full (ironically, the US came closest to implementation in the 1970s32), numerous pilot schemes have shown that the recipients do not work significantly less (or more) than the control population, which thus counters the criticism from the right that it would simply be used to pay for the lifestyles of scroungers. In contrast, participants in UBI pilots have been shown to experience dramatic improvements in their physical and mental health outcomes, and general well-being.33

With these results it would almost seem like a no-brainer although it would be expensive. Very expensive. Ideally, UBI should cover the minimum income needed to live a dignified life. Applying the equivalent amount used in a 2017-18 UBI pilot program in Finland (€560 a month) would cost around 15% of the UK’s GDP and eat up nearly 40% of the budget. Even though UBI would eliminate the need for a large part of existing welfare spending (pensions, unemployment insurance, administrative costs, etc.), the fiscal changes to achieve this could be severely off-putting for most governments and many risk-averse voters. But the savings would still be considerable enough to make them viable. Compass, a UK think tank, estimates the welfare savings from its £60 a week UBI proposal would be over a third of its total £300 billion cost.34 A £48 a week UBI proposal by the New Economics Foundation would be financed entirely by scrapping the tax allowance.35

Table 9.1: UBI is expensive but might become a necessity
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Notes: These are the estimated costs of a UBI scheme (adults only) in the UK using three different metrics, namely the living wage as calculated by the Living Wage Foundation, the government’s minimum wage (confusingly rebranded as the National Living Wage in 2016), and an equivalent to the Finland 2017-18 scheme. Additionally the table includes the proposals by Compass and the New Economics Foundation. Note that the Compass proposal applies to all citizens at different rates (£40 for children, £60 for adults, £175 for seniors) while the NEF proposal applies only to people earning less than £100,000 per year. All data is based on 2018 UK GDP and fiscal figures. Sources: ONS, Living Wage Foundation, IMF, Compass, New Economics Foundation.

A cheaper alternative, promoted at some point by none other than Milton Friedman himself, is something called a “negative income tax” (NIT).36 Unlike UBI, payments would be made only to people who fall under the living wage threshold (or some other tax allowance threshold), and would essentially top up the person’s income up to that point. People over that threshold would not need to be paid. Although it might seem as identical to UBI in outcomes, an NIT is not so much of a citizens’ right as it is still welfare. This could lead to continued stigmatization of the recipients as well as reduce the number of people willing to defend it if it was under threat by some future administration (much of the middle class that would receive UBI despite not strictly needing it may still want to keep it). A third proposal that is rapidly gaining attention is Universal Basic Services (UBS) which rather than provide a basic income, would provide citizens with free services such as housing, food, transport, and internet access; above those services that most states already provide free such as education and healthcare.37 Given that many of these services — most notoriously housing and transport — instantly wipe out a good chunk of each worker’s monthly paycheck, the income needed to lead a minimally decent life would be far lower if they were provided for free.

Another proposal to complement UBI-like transfers would be a sovereign wealth fund (SWF). SWFs were popularized during the pre-crisis commodity boom as a way to manage the profits from resource wealth or current account surpluses for the national interest such as by placing them into pensions or for investment. The world’s largest SWF is Norway’s Government Pension Fund Global with $1.1 trillion in assets in 2018 (around $200,000 for every Norwegian citizen), which was capitalized almost entirely from North Sea oil wealth. On the British side, however, the entirety of its oil wealth was reaped by private oil companies with not a penny going into people’s pockets; the Institute for Public Policy Research notes that the UK could have funded a SWF of $500 billion today had it been similarly farsighted as Norway.38

The attractiveness of a SWF is that it can offer dividends from its annual returns. To everyone. One such SWF, the Alaska Permanent Fund, does exactly that to all residents of the state and in its best year (2015) it gave $ 2,072. Unfortunately, this is still far from being a “basic income”; even Norway’s SWF would only provide barely over $800 to each Norwegian citizen each year based on its average annual returns of around 4%. Instead, the IPPR has proposed that a SWF be used for a one-time payout to every citizen upon reaching the age of 25. For a hypothetical UK SWF of around $200 bn, this would result in a payment of £10,000. Better capitalized funds (such as through inheritance taxes) would offer much higher payments than this: in his latest book, Capital and Ideology, Thomas Piketty suggests €120,000.39 Capitalists should drool over rather than bemoan these proposals. It’s hard to think of a bigger impulse to entrepreneurship for those who, unlike a certain Australian real estate tycoon mentioned in Chapter Three, will not start their working lives with the benefit of their grandfather’s generosity.

Regardless of whether UBI, UBS, NIT, or a SWF (or some combination of the four) is preferred the fact is that there appears to be little alternative to providing some form of additional transfers to compensate a highly automated labor force. And it certainly seems that merely beefing up existing social safety nets is insufficient. At some point the cost of doing so would approximate that of the UBI/UBS/NIT alternatives, while being more bureaucratic. This is why many libertarians (especially Silicon Valley libertarians) like it, albeit for all the wrong reasons: a smaller state, and to allow corporate profiteering to remain unchecked while only partially preventing the mass destitution that could threaten it. It’s not hard to imagine a libertarian society where nearly all social services have been privatized but with a UBI to help pay for them. The UBI therefore becomes less an “income” and more of an implicit subsidy for the private schools and hospitals that were previously provided by the state. It also means that the additional resources of the UBI are wiped out the moment that a major life expense like disability or chronic medical conditions needs be dealt with — under a libertarian UBI scheme, the people with the most need of extra resources will end up being the worst off.

It must also be made clear that employee-ownership in itself does not offer a solution to automation. While an employee-owned and unionized economy would undoubtedly tone down the pace of mass layoffs that would take place under automation, it is unlikely that firms would choose to not use new technology altogether in the longer run and there’s no reason they shouldn’t. Any technology that frees human beings from the necessity of labor, whether this is the back-breaking toil of the fields and factories or the mind-numbing monotony of office jobs that serve no higher purpose to society, is a positive thing. The problem is the economic model that does not see it as such. That modern capitalist economies increasingly gravitate towards monotonic, value-less jobs goes a long way towards understanding why affluence (as measured by the metrics that the New Optimists prefer) is not offsetting the dissatisfaction and alienation seen in societies that equate work with self-worth. Anthropologist David Graeber describes the glut of these occupations in the aptly named Bullshit Jobs: A Theory:


Those who work shit jobs tend to be the object of indignities; they not only work hard but also are held in low esteem for that very reason. But at least they know they’re doing something useful. Those who work bullshit jobs are often surrounded by honor and prestige; they are respected as professionals, well paid, and treated as high achievers — as the sort of people who can be justly proud of what they do. Yet secretly they are aware that they have achieved nothing; they feel they have done nothing to earn the consumer toys with which they fill their lives; they feel it’s all based on a lie — as, indeed, it is.40



One need not accept Graeber’s (largely unsupported) claim that up to half of all jobs fall under this category. But the parallels he notes between corporate bureaucracy and mismanagement in late capitalism and those of late communism should surprise nobody who believes this is the natural outcome of environments that are run as despotic, quasi-feudalistic hierarchies. And where companies are run under the mantra of brutal efficiency above all other considerations, the result is an environment that more closely approximates a hi-tech sweatshop as one of the many personal accounts of Amazon’s infamous warehouses reveals (and note the enduring legacy of Jack Welch’s “rank and yank” system of employee turnover):


Data is absolutely central to this efficiency. Amazon gathers information on virtually everything its workers do — from their pack rate to downtime — then pits workers against each other on the basis of these metrics. The company is always looking for ways to gather more information — Amazon recently acquired a patent for employee-tracking wristbands that could monitor workers’ movements and vibrate to nudge them when it thinks they’re slacking off. The detailed profile Amazon keeps on its workers, coupled with a “rank and yank” philosophy — where companies rate employees against each other and cull the lowest performers — ensures that its workforce is continually evolving. According to a 2015 New York Times investigation, one former Amazon human resources director called this culture “purposeful Darwinism.”41



A true late capitalist dystopia will be if we have to choose between the working conditions of the Amazon warehouse, the insecurity of the gig economy, a bullshit office job, or mass destitution from automation. Liberal capitalism has no answers to these scenarios, and even the superficial concern shown by centrists merely falls into a quagmire of patch-up policies that work within the existing framework of the very problem they seek to resolve. But future-proofing humanity from the very real possibility of widespread economic distress caused by automation is only half of the story. With automation, humankind is on the verge of witnessing the single most liberating technology in our species’ history. Having the wrong economic model to embrace it will be one of the biggest missed opportunities for progress and prosperity that we could conceive.

Saving Democracy

“Civil government, so far as it is instituted for the security of property, is in reality instituted for the defense of the rich against the poor, or of those who have some property against those who have none at all.”

— Adam Smith, The Wealth of Nations

Perhaps it is my bias as an economist speaking here, but it is my belief that solving many of the economic problems facing humanity would simultaneously help solve the political ones. Polities not captured by laissez-faire fundamentalism could offer their citizens true pluralistic options at the ballot box rather than recycling the same plutocrats from different parties. Inclusive growth and shared prosperity would make native citizens of cosmopolitan societies less likely to blame foreigners for their woes (real or perceived). A world order that isn’t based around geopolitical and economic hegemony disguised as liberalism but which instead recognizes legitimate national and ethno-cultural grievances will also be a world order less prone to conflict, terrorism, and other forms of sectarian violence. While our current problems may indeed present a lesser risk compared to world wars, they nevertheless have huge impacts on democracy by hardening xenophobic and militaristic attitudes.

Ultimately, it may be impossible to eradicate anti-democratic and illiberal authoritarian attitudes in people. Many studies show that this is the result of upbringings based around obedience and deference to authority more than they are of spontaneous political awakenings in adulthood.42 However, it is possible to preclude the socio-economic conditions that make these people gravitate towards far-right populists. There is, for example, considerable evidence that social attitudes have become far more liberal across the board over the past decades as measured by support for issues such as gay marriage, marijuana legalization, and attitudes towards immigration (Pinker calls this the “rights revolution” and it’s real). However, this has to be contrasted with the rise in support for far-right populist parties even in places like Europe.

With that said, despite an entire chapter being devoted to identifying the problems with liberal democracy, there is much less to criticize about democracy itself. In fact, to say it is the greatest political idea in human history would be underselling its importance. But there is considerable work towards resolving some of the deliberately anti-democratic roadblocks to equal and fair participation that still persist, particularly in countries which have been most prone to institutional erosion over the past few decades like the US. A good example of a practice that should have no place in the twenty-first century is gerrymandering. This involves the redrawing of electoral districts among party lines and which has resulted in many congressional districts resembling amorphous, Lovecraftian monsters rather than following any spatial logic. This has occurred despite the fact that there have been numerous innovative alternatives, such as the use of computer algorithms to define ideal district boundaries (mark my words: politics will be the last job to be replaced by robots, even though it probably should be among the first).

Another relic is the first-past-the-post (FPTP) electoral system, the practice of elections being essentially a winner-take-all system that tends to heavily favor large, established parties and preclude smaller parties from offering legitimate challenges to the establishment. The US’s obscenely dysfunctional Electoral College is a prime example as is the UK’s voting system to a lesser degree. The democratic concept of “one person, one vote” becomes moot unless you happen to live in a swing state or district that can actually determine the outcome of an election. Finally, as mentioned in Chapter Six, the need for political finance reform is essential to avoid outcomes such as Citizens United along with any other channels that may be opened for private wealth to influence politics.

A deeper proposal for democratic change would be the introduction of participatory mechanisms for democratic decision-making rather than leaving it all up to elected representatives. Before expanding this idea, a disclaimer: in the UK there is a current backlash against direct democracy following the Brexit referendum that is not entirely unjustified. Although ultimately it reflected the “will of the people” at the time, the fact that the majority of the British political class opposed it made it clear why representative democracy exists to prevent such acts of citizen self-harm. It is also not inconceivable that populist demagogues could pervert the aims of direct democracy to erode democracy further. However, the type of direct democracy exemplified by the Brexit referendum is not an institutionalized one. It was a terribly conceived one-off decision intended to appease a radical faction of the ruling Tory party before the 2015 election. It is questionable whether it was legally binding in the first place,43 and was later determined to have been marred by electoral fraud by the Leave campaign as well.44

But institutionalized forms of direct democracy would have citizens participating on a regular basis on issues that affect their day to day lives and there are plenty of successful examples. Switzerland is the best-known example of a country where issues of municipal, cantonal, and national importance can be voted on during regularly scheduled elections (four times a year), and this exists alongside a representative federal government which proves that these two forms of democracy are not mutually exclusive. Granted, Switzerland’s political culture is as unique as it’s direct democracy. But to say that similar mechanisms cannot be implemented elsewhere for that reason alone is merely an attempt to shut down debate on the issue before it even begins.

Direct democracy doesn’t just work in the West; some developing countries have actually been pioneers in these mechanisms. One of the most well-known examples is Brazil’s experience with participatory budgeting, originating in Porto Alegre in 1989 under the auspices of the left-wing Partido dos Trabalhadores (Worker’s Party) and later spreading to over one hundred municipalities across the country. By and large, participatory budgeting has proven successful in focusing limited municipal resources towards meeting the needs of the poor more effectively than through centralized decision-making from municipal officials. Studies have shown that these municipalities have shown measurable decreases in poverty, improved access to public services and utilities, and improved health outcomes including reductions in child mortality.45 Equally important, it has fostered a sense of citizen empowerment, and has even been seen as a potential model for developed countries including the US. Although it has not been a panacea for resolving the many problems of cities in the developing world, a 2015 analysis by the Inter-American Development Bank offered a very positive assessment of these mechanisms in Brazil:


[Participatory budgeting] has proven to be a more versatile and flexible instrument than originally envisaged by both proponents and opponents. It has offered the poor and the marginalized an unprecedented opportunity to participate in local governance without preempting the statutory powers of elected representatives or the executive authority of municipal officials. The popular response is a clear testimony to the significance that social inclusion and citizenship can make to the lives of previously disenfranchised populations.46



With anti-establishment sentiment at all-time highs, adding an element of participatory democracy could go a long way towards empowering citizens with an active role in political decision-making, perhaps appeasing their more anti-democratic urges. At least at a local level, one would be hard pressed to argue that ordinary citizens aren’t suited to having a voice and a vote. Were this the case, Bolsonaro would not be bothered to attempt dismantling many of the social participation councils that were originally set up by the PT to provide public consultation mechanisms at the federal level.47 For authoritarian populists, direct democracy is only useful if it concentrates power, not if it diffuses it.

Beyond the local, however, it is necessary to jump to the other dimension of modernity where democracy is virtually non-existent: the global. By and large, the institutions of global governance are dominated by a small number of countries with questionable claims for wielding such disproportionate influence. The obvious example is the UN Security Council where just five nations, only one of which (China) is non-Western/European, hold permanent member status with veto power. Of these two benefits, the latter is definitely the most problematic since it allows one nation to effectively block efforts by the others to undertake decisive action in critical international crises — the Security Council is the only international body that has the legal power to authorize military action against a nation-state. By far the most egregious offenders have been the US and Russia, the former of which has effectively blocked any action taken against its ally, Israel, while the latter has ensured that its interests in Syria and the Ukraine are not obstructed. China has done the same with any issue relating to its “renegade province”, Taiwan (usually in conjunction with Russia).48

The Security Council has also failed to reflect changing geopolitical realities, retaining the global power structure that was present in 1945 but which by the twenty-first century is obviously obsolete. Proposals such as expanding permanent member status to rising regional powers like India or Brazil, establishing a single EU seat to represent Europe’s diminished status in global affairs, or implementing a “weak veto” system where a veto could only be enforced if two members voted down a motion, have been among the many mulled for the better part of the post-Cold War era but which have gone nowhere for obvious reasons: none of the five permanent members have any intention of relinquishing their extraordinary privilege.

As bad as things are with the Security Council, democracy within the institutions of global economic governance are little better. Large developed economies dominate the decision-making mechanisms of the three most important international financial institutions, the International Monetary Fund, the World Bank, and the World Trade Organization. In the IMF, for example, voting shares are conferred on the basis of a country’s GDP (at dollarized market exchange rates which usually favor developed countries), international reserves, and the size and variability of current account transactions as a proxy for its global exposure. This grants the US a voting share of 16.52%, well in excess of any other country. Given that many major IMF decisions must be taken with an 85% majority, this means that the US is the only IMF member with effective veto power.49 Despite representing more than half of the global economy in purchasing power terms, non-OECD countries in aggregate control just over a third of the IMF’s voting shares. As for the others, the World Bank’s governance structure is only marginally fairer even though it ostensibly exists to support developing countries: non-OECD countries account for just under half the total votes. Both institutions, by unspoken agreement, are always presided over by a European managing director (IMF) and an American president (World Bank).

Ironically, the institution that is often singled out for many of globalization’s ills, the WTO, is the most democratic of the three. On paper, at least. It has no supranational capacities and all major decisions must be taken by consensus. Furthermore, two of its six directors-general have come from the developing world including the current one, Roberto Azevedo of Brazil. Unfortunately, the WTO still suffers from the tendency of a small number of rich countries to negotiate key decisions among themselves in so-called “green room” informal meetings in Washington or Brussels before subjecting them to full members’ consideration.50 The highly technical nature of trade legislation and dispute resolution means that poorer countries also often lack the resources to participate effectively, so much that some sub-Saharan countries have not even been able to afford to have permanent representatives at the WTO’s headquarters in Geneva — one of the world’s most expensive cities.

Nevertheless, the successful resistance by developing countries (mainly the big ones like India and Brazil) to some of the most extreme attempts at trade liberalization proposed by rich countries in the 2000s is testament to the fact that the whims of Western countries on matters of global trade can’t always be rammed down the throats of the rest. Case in point, the spectacular failure of the controversial Doha Round of trade talks which would have knocked down trade barriers among the WTO’s members even further than they already had. Unfortunately, to say that just because developing countries have been able to stop the rich ones from getting their way on trade does not imply that the system is fair to everyone. After all, it has been the larger developing counties leading the opposition which means the voice of smaller nations typically goes unheard. As a result, it is hard not to agree with the critics of globalization who argue that the architecture of the global economy is far from democratic if it is based more on the principle of “one dollar, one vote”.

Liberal internationalists have tried to justify this on the basis that we are all better off competing economically than militarily, but even this competition is farcical because it is based on yet another one of liberal capitalism’s inherent contradictions. Namely, that globalization, supposedly the crowning achievement of liberal capitalism, remains shockingly mercantilist. Success in international trade is judged by exporting more; and especially, having large trade balances in your favor. Weaker currencies are seen as preferable to stronger ones, given that this makes your exchange rates competitive abroad. Low wages and tax breaks are used to lure in multinationals in order to boost exports even further, resulting in a race to the bottom that developing countries (especially) cannot afford to lose given the lack of domestic capital and know-how to compete on their own.

That all nations could pursue these goals is, of course, as impossible as all of Lake Wobegon’s children in Chapter Two being above average: a country’s exports will always be someone else’s imports since world trade at any point in time is zero-sum. The Economist, which to its credit has at least been intellectually consistent in its absolutist defense of free trade, brought up this point just a few months before the Doha Round was launched in late 2001:


The multilateral approach to trade liberalisation, pursued first through the GATT and now through the WTO, does have a horrible flaw. It espouses the idea that lowering trade barriers is a concession you make to your trading partners; a sacrifice for which you require compensation, or “reciprocity”, in the jargon. This mercantilist view of trade—exports are good, imports are bad—is an economic fallacy. Politically—and this is to endorse a point made by sceptics—it serves to enthrone producer interests, neglecting all others. Trade agreements go forward when exporters on all sides tell their governments that they see something in it for them; the interests of importers (that is, workers and consumers at large) are implicitly regarded as politically insignificant.51



Finally, another area where democracy is absent is the workplace. Employee-ownership may solve many of the problems inherent in the just distribution of profits of the capitalist firm but it does not guarantee that a business won’t still be run despotically. Although workplace democracy is also strongly associated with democratic socialism and is intrinsic to certain types of employee-owned firms like worker cooperatives, there is nothing stopping any firm from adopting many (if not most) of its principles. A number of European countries have long-running mechanisms for workplace democracy without ownership, the most well-known being Germany’s system of worker co-determination (Mitbestimmung). According to German labor law, almost half of every company’s supervisory board must be composed of workers who are typically elected from within company works councils, which operate similar to a union for companies that aren’t unionized or which coordinate workers’ interests with the union if the latter exists.

Co-determination has proven tremendously successful. Germany has one of the least conflictive labor relations of any Western country, with workers and management habitually sitting together to define long-term strategy and respond to crises. For example, although Germany’s economy contracted more than that of the US during the global financial crisis of 2008–2009, its unemployment levels barely budged. In the US they more than doubled.52 If in laissez-faire USA a typical response by companies was to fire 20% of their staff, in Germany they’d work one day less a week with a 20% pay cut instead, a situation that returned to normal once the economy got back on its feet. In the US, laid off workers had to find new jobs and millions stopped looking altogether (another factor that explains today’s misleadingly low unemployment rates).53

Co-determination has certainly not impeded German companies from being among the most competitive in the world, which debunks the efficiency arguments given by laissez-faire apologists to any thought of workplace democracy. But that is not to say that the scare tactics don’t work. In 2011, the German carmaker Volkswagen opened its first US assembly plant in Chattanooga, Tennessee. The United Auto Workers (the US’s largest auto workers’ union) saw the opportunity to set up a works council similar to those in the company’s German plants but this required the workers to unionize; in laissez-faire US, works councils for non-unionized workers are illegal. Volkswagen’s management, already used to works councils back home, had no objection.

Unfortunately, such a move did not sit well with the Republican-controlled Tennessee government. Thus began a vicious public campaign led by Governor Bill Haslam, Tennessee Republicans, and other major conservative activist groups to warn about the “dangers” of unionization.54 Some of their fearmongering tactics were outright lies such as Senator Bob Corker claiming that Volkswagen would expand the plant if the plan to unionize was rejected. One billboard sponsored by anti-tax libertarian activist Grover Norquist stated “Auto Unions Ate Detroit. Next Meal: Chattanooga”. Another claimed that the UAW would take people’s guns,55 a strategy which is unsurprisingly effective in the bowels of white working-class USA. Additionally, a fifth column of anti-union employees of the plant was also recruited to convince their pro-union colleagues of the risks of unionizing. On April 9th, 2014 the Chattanooga plant held its vote: the anti-union vote won 712 to 626. A second vote was held five years later amid a more hostile management with the results being not much different. The anti-union side won again 833 to 776.56

The enemies of workplace democracy may be trying to kill two birds with one stone by shutting down the doors of worker participation in private life since it may also inhibit public life as well. There is evidence that being politically engaged in your workplace translates to the public sphere. One Canadian study showed that union members were around one-third more likely to be politically active (as evidenced by various types of voting behavior and civic engagement) than their non-union peers. In contrast, our obsession with democracy in the public sphere may be making us forget about our voicelessness at work. Economist Richard D. Wolff, a rare case of an American Marxist in academia, is currently one of the most vocal advocates of workplace democracy. He explains this irony:


Elections outside the workplace stand in an ambivalent relation to capitalism’s exclusion of real democracy inside. On the one hand, elections distract people from their conscious and unconscious upsets with working conditions. Elections focus instead on political candidates, parties, and alternative policies around issues other than capitalism versus alternative economic systems and other than their respective working conditions. That is why supporters of capitalism appreciate elections. Well-controlled elections do not question, let alone threaten, capitalism.57



What is clear about democracy in the workplace is ultimately relevant to democracy as a whole: we need more of it. At local levels, there is the case to be made that participatory mechanisms can be effective at citizen empowerment as well as improving socio-economic outcomes for the less fortunate. At national levels, there is no shortage of necessary reforms that can be implemented to make voting more effective, eliminate partisan abuses of democratic institutions and processes, and constrain the influence of private money in politics. And at the international level, the dominance of rich, powerful Western countries in the institutions of global governance needs to be reconsidered to give developing countries the voice and vote they deserve. Will this be enough to prevent authoritarian populists from winning elections, for global conflicts to be averted, or for global economic justice to be achieved? Possibly not. But they are things worth doing for their own sake if one believes that progress is the means towards a fairer world, not an end in itself.

Liberalism, Neoliberalism, and Beyond

“Scaling national government up to the planet, creating a global government, was no solution. The puzzle of the neoliberal century was to find the right institutions to sustain the often strained balance between the economic world and the political world.”

— Quinn Slobodian

Readers may have noticed that despite the critique of liberal capitalism, the term “neoliberalism” has been mostly avoided until now. The reason is simple: none of the arguments laid out in this book are unique to neoliberalism but apply to the logic of liberal capitalism in general. Every complaint against the corporation, about inequality, and about economic justice could have been as well made in 1929 as it has been in 2019.

But this is not to say that neoliberalism as an ideology doesn’t exist, or that there aren’t any conceptual grounds for separating these two historical periods of extreme capitalism. Economic conservatives have long argued that neoliberalism is an empty idea, the perennial bogeyman used by radical left progressophobes to lump together all the ills of a US/Western-led world order. That the term has been thrown around with complete lack of nuance by many leftists is undoubtedly true, and hence why it immediately makes eyes roll whenever it is brought up in discussion and debate. But it is not just the left that has misused it. In a 2016 article reluctantly admitting that many of neoliberalism’s promises were “oversold”, the IMF defined it as:


The neoliberal agenda — a label used more by critics than by the architects of the policies—rests on two main planks. The first is increased competition — achieved through deregulation and the opening up of domestic markets, including financial markets, to foreign competition. The second is a smaller role for the state, achieved through privatization and limits on the ability of governments to run fiscal deficits and accumulate debt.58



Unfortunately, this definition misses out what truly distinguishes neoliberalism from liberal capitalism and that which is yet another contradiction of our economic system: that while it seeks to erode the power of the state in domestic economic affairs, it actively enlists nation-states around the world to comply with this task. Or strong-arms them if necessary. This is not the “Nightwatchman State” as popularized by libertarian philosopher Robert Nozick in his 1974 classic Anarchy, State, and Utopia (the right-wing answer to Rawls’ A Theory of Justice), one that merely ensured that personal and property rights were defended by means of the smallest possible military, police, and courts needed to do so. Rather, neoliberalism more closely resembles a gang enforcer state where the nightwatchman is on a corporate payroll, writes the rules in order to favor their benefactors, and joins clubs of other nightwatchmen to impose those rules across as many jurisdictions as possible. Marxist geographer David Harvey gives the following description of the neoliberal state that considers its political element in ways that the deliberately simplified IMF definition doesn’t:


The role of the state is to create and preserve an institutional framework appropriate to such [neoliberal] practices. The state has to guarantee, for example, the quality and integrity of money. It must also set up those military, defence, police, and legal structures and function required to secure private property rights and to guarantee, by force if need be, the proper functioning of markets. Furthermore, if markets do not exist (in areas such as land, water, education, healthcare, social security, or environmental pollution) then they must be created, by state action if necessary. But beyond these tasks the state should not venture.59



Neoliberalism is also not an accident of history, but the result of a longstanding opposition to the post-war social democratic consensus which liberal economists such as Friedrich Hayek believed to be a stepping stone towards Soviet-style collectivism.60 Hayek may have had a well-known intellectual feud with Keynes but there was also no intention to limit the propagation of neoliberal ideas into the confines of academia. The movement was brazenly political, and found a particularly receptive audience in countries that were suffering from declinist sentiment into the 1970s (namely the US and UK) or which were perceived as being on the verge of a communist takeover. Such was the case of Chile, whose socialist president was deposed in 1973 following a US-backed military coup that installed the world’s first neoliberal regime under General Augusto Pinochet. The rousing Statement of Aims of the Mont Pelerin Society, an intellectual network founded by Hayek in 1947, sums up this supposed threat in a language that is eerily similar to some of the rhetoric coming out of today’s libertarian and alt-right circles:


The central values of civilization are in danger. Over large stretches of the Earth’s surface the essential conditions of human dignity and freedom have already disappeared. In others they are under constant menace from the development of current tendencies of policy. The position of the individual and the voluntary group are progressively undermined by extensions of arbitrary power. Even that most precious possession of Western Man, freedom of thought and expression, is threatened by the spread of creeds which, claiming the privilege of tolerance when in the position of a minority, seek only to establish a position of power in which they can suppress and obliterate all views but their own.61



For all its claims about being an ideology based around freedom, in practice neoliberalism has all but denied such freedom to those it has been imposed upon. This includes the freedom to dictate which economic policies serve your country best. Gone are the days when a country could replicate the economic growth strategies employed by countries like Korea or Taiwan which allowed them to emerge from being some of the poorest countries on earth to first-world status in the space of half a century. Most of these strategies would blatantly violate the foundations of laissez-faire globalization such as conditioning foreign investment on technology transfers, offering temporary protection to domestic industries from foreign competition, placing controls on speculative capital, copying intellectual property, or using exchange rates to benefit the country’s trade needs.

For countries at vastly unequal levels of development, such “handicaps” when competing against rich countries should be wholly uncontroversial. Instead, neoliberalism has promoted the idea of a level playing field, painting the governments that have refused to go along with the sham as pariahs of the global community — that some countries have managed to avoid this trap like China and India is more due to their sheer size and geopolitical power. But the resilience of the neoliberal system can be seen through recognizing how much of this framework remains untouched after the global financial crisis. In many cases it is even being strengthened, as evidenced by the way more recent trade deals have focused more on intellectual property protection, extending the liberalization of goods to services, and giving further legal protections to international investors, such as the right to sue foreign governments. Most citizens that fall under these treaties will never get to vote for them either.

Table 9.2: The supposed level playing field of the global system

[image: image]

Notes: These are some indicators of the relative economic weight between the USA and Mexico, two countries that are trade partners under NAFTA, a deal which mostly puts them on a level playing field on trade and investment. At least within the EU there was an active effort to help the poorest countries catch up, as is attested to by the relative success of countries like Greece, Ireland, Portugal, and Spain since they joined in the 1970–1980s (notwithstanding their recent woes). Nothing like the EU’s Structural and Cohesion Funds exist in NAFTA. All data is for 2018 except Forbes Global 500 (2019), resident patent applications (2017) and outward foreign direct investment (2017) in the latter case, due to the large amount of capital repatriation in 2018 as a result of the tax reform, which therefore doesn’t make it representative of an average year. Sources: IMF, Intracen, UNCTAD, World Bank, WIPO, Fortune.

Neoliberalism thus becomes the ultimate synthesis of the problems that afflict liberal democracy and liberal capitalism. On the political front, it pursues ever greater democratization of society not for the sake of empowering citizens but in order to weaken governments so that economic decision-making is undertaken by non-democratic private agents or by supranational institutions which serve to promote those very same private interests. On the economic front, it fetishizes an economic orthodoxy that allows little scope for objection on key structural debates like the ownership of production. And on the international level, it is content with maintaining existing hegemonic structures which help perpetuate the “trickle-up” of developing country wealth to the West that was explained in Chapter Three.

Although the 2008–2009 global financial crisis has resulted in some easing of neoliberalism’s most dogmatic positions, there has been no worthwhile attempt at reimagining the world economy to address the system’s main failures, certainly not on the scale that was seen after the Great Depression or World War II. That neoliberalism refuses to take serious action against the threats to the future, be it climate change or automation or the rise of far-right populism, and that its advocates prefer to double down on its foundational ideas rather than consider new ones is testament to the fact that the system has reached its point of obsolescence. It has become sclerotic, so paralyzed by its own failures and contradictions that it can only hope to move forward on its own inertia, rather than by invigorating itself the way capitalism once did in the nineteenth century.

Progress begins with ideas. The New Optimists and their critics will certainly agree on this. But the ideas that transform our world for the better are not just incremental. Many of them are — to use the most hackneyed corporate buzzword of the twenty-first century — disruptive. They tear down obsolete dogmas and build new paradigms for the betterment of our species, only to be torn down when they too become ripe for disruption. Indeed, these ideas have an impact that is not unlike the scientific revolutions that Pinker and the New Optimists give credit for the technological transformations of the last few centuries. But many of the progress narrative would make it seem that humanity’s efforts at producing revolutionary intellectual change ended with the Enlightenment and its great political and economic progeny, liberalism. It would seem that we owe all that came after it to this particular period of human (read: Western) history in which new ideas paved the way for progress. And consequently, that any ideas that run counter to their caricatured representation by New Optimists are dangerous.

Nothing could be further from the truth. The spirit of the Enlightenment is thriving in the ideas that are being pushed forward today against the tide of political and economic orthodoxy, and which look not just for ways to build a better future but to build the best future that we could realistically construct. New Optimists will be prone to slander them as dangerously utopian but more reasonable minds will realize none are out of our reach with the resources we have today. It is time we took them seriously. The right kind of progress will depend on it.


EPILOGUE: WINDS OF CHANGE

2030 C.E.

“Men argue. Nature acts.”

— Voltaire

If there should be any twenty-first-century standard-bearer of apocalyptic pessimism, the role would fall upon the Intergovernmental Panel for Climate Change (IPCC), the UN body tasked with framing the scientific consensus around climate change and its global response. Its latest warning was published to rightful consternation in October 2018: we have until the year 2030 to undertake the necessary actions to reduce greenhouse emissions to a level in which the planet warms to no more than 1.5 degrees from pre-industrial levels if we have any hope of averting the most disastrous consequences of climate change. We are already at 0.8–1.2 degrees. As alarming as this might seem to most reasonable people, at least one New Optimist thinks we have nothing to worry about. “The literature is very clear” claims Matt Ridley, “2° is when we start to get harm. Up until then we get benefit”.1

But as with previous IPCC reports, its 2018 report is unfortunately laden with so much jargon that it puts even the most wonkish economic writing to shame (I should know), to say nothing of the technical terminology which is practically unreadable to the layman. This presumably includes the target audience of policymakers that probably never read past the executive summary or, worse still, the even shorter press briefing. And in its most lamentable concession to capitalist realism, it only makes a veiled warning that humanity may not be ideologically ready to make the necessary economic adaptations to achieve these targets, insofar as these adaptations involved changes into existing modes of production:


There is no single answer to the question of whether it is feasible to limit warming to 1.5°C and adapt to the consequences. Feasibility is considered in this report as the capacity of a system as a whole to achieve a specific outcome. The global transformation that would be needed to limit warming to 1.5°C requires enabling conditions that reflect the links, synergies and trade-offs between mitigation, adaptation and sustainable development. These enabling conditions are assessed across many dimensions of feasibility — geophysical, environmental-ecological, technological, economic, socio-cultural and institutional — that may be considered through the unifying lens of the Anthropocene, acknowledging profound, differential but increasingly geologically significant human influences on the Earth system as a whole. This framing also emphasises the global interconnectivity of past, present and future human–environment relations, highlighting the need and opportunities for integrated responses to achieve the goals of the Paris Agreement.2



There is not the remotest suggestion that liberal capitalism alone could combat climate change, which would be music to the ears of those who insist on market solutions to market problems. Regrettably, there is no suggestion that capitalism is to blame either. Boundless economic growth may be paving the way for a climate catastrophe but, unfortunately, history’s greatest material prosperity machine has no off switch.

And so as with the global financial crisis, it is up to the state to find a way out of the mess liberal capitalism has made although only in ways that keep it intact once the smoke clears. As time passes and our inaction inches us closer to the point of no return, it becomes increasingly obvious that this is an impossible dilemma. We have been well aware of the need for drastic action on climate change since the 1970s, at a time when the economic disruption would have been a fraction of what it is now: cumulative atmospheric emissions in 1979, when the first World Climate Conference was held in Geneva, were less than half than what they are today relative to pre-industrial levels (Figure 10.1). If enlightened progress is our liberation from “self-incurred immaturity”, as Pinker likes to quote from Kant,3 when it comes to solving the climate crisis we’re happy to keep our diapers on well into adulthood.

Figure 10.1: The stunning rise in atmospheric pollution
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Notes: In 2016 the world surpassed the 400 ppm threshold of CO2 emissions, continuing the stratospheric rise that began in the twentieth century, but with over half of this increase coming in the last three decades, despite the growing awareness of the climate crisis. If there is one chart that kills off optimism about our ability to mitigate climate change, it is this one. Source: Scripps Institute of Oceanography UCSD.4

To put it bluntly: markets will not save us. As if yet another contradiction of capitalism is needed at this point, we live in a world awash with savings yet with precious few investments into which they can be channeled. Economists have given this phenomenon various names and various causes. One is the “global savings glut” described by former Fed Chairman Ben Bernanke and driven by excess savings by certain economies (namely China, oil producers like Saudi Arabia, and Germany).5 Another is “secular stagnation”, a Depression-era hypothesis recently revived by Lawrence Summers, which is caused by low population growth, reduced capital intensity of new industries, and low prices of capital goods.6

Yet the extraordinary investments needed to combat climate change suggest that there should be no shortage of opportunities for climate-conscious investors. Unfortunately, the complete mismatch of where global capitalism’s trillions of investable wealth ends up (unproductive but lucrative housing markets, risky third-world corporate debt, safe first-world public debt, or simply stashed away in tropical island tax havens) and where it should (clean energy, green infrastructure, social investments) is possibly the most serious indication of how modern capitalism is unfit for the challenge of climate change, or any challenge that requires prioritizing environmental and social needs rather than treating them as consequential to interest rates being in equilibrium with the profit motive of each individual firm.

But even in the event that the invisible hand guided private capital towards climate mitigating investment, this comes up against yet another well-known quandary in environmental economics: the Jevons Paradox. Named after a mid-nineteenth-century English economist, William Stanley Jevons, the paradox is one that appears to be endemic to resource markets; the tendency for efficiency gains in any industry to result in increased demand. This eventually leads to greater rates of consumption which offset the initial efficiency gain. Jevons noticed this in the coal industry, which at the time was undergoing considerable technological change, but it has also been observed in most energy and transportation markets, among others.7 No better current example exists than the stratospheric rise in demand for air travel in recent decades that has completely swamped efficiency gains in aircraft (a fact that our environment-conscious but travel-obsessed society should take note of).8

The implications of the Jevons Paradox are significant, and go a long way towards explaining why technology alone is not the solution to the climate crisis. Demand matters. The spread of these technologies into developing countries also ends up with them becoming more energy intense than Western countries were at similar levels of development. The New Optimists gloat that total emissions in the US and (especially) Europe have fallen in recent decades, but this has been undone by the rise in emissions from countries like China and regions like the Middle East where some countries have per capita emissions levels even higher than the US (Figures 10.2-3).9

This is not to say the Green New Deal is a panacea. It initially fell short on details of how to achieve its targets10, although there’s no reason why this would be a problem once it passes from the hands of politicians into the hands of technocrats, scientists, and engineers. Americans already have a historical precedence for this kind of transformation: the switch from a civilian to a total war economy in World War II. During this period, not a single civilian car was built after the last ones rolled off the assembly following Pearl Harbor. Basic consumer goods were rationed. And yet the US economy soared during the war, leaving its citizens 25% richer by 1945.11 Compared to this, the sacrifice that would be experienced if something like a Green New Deal were implemented would be minimal.

There are also some critiques from the left on how decarbonization in the West will fuel resource extraction in the developing world, a kind of “green colonialism” that can only be averted insofar as the climate crisis is addressed internationally. Not through our current undemocratic institutions of global governance but under a proper framework that promotes global justice, Sadly, although the beauty of globalization means that borders can be erased to push problems around, the tragedy of globalization is that environmental policies are very much stuck inside their own national jurisdictions even when they have global consequences, as the recent outrage over Bolsonaro’s Amazon deforestation policies (undertaken purely for profit) has shown.

Figures 10.2–3: Who is to blame for the climate crisis?
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Notes: Although China has now overtaken the US as the world’s top polluter, its scale of total emissions since the industrial era has been a fraction of that of the US and Europe. Source: Our World in Data.

The Great Mutation

“To allow the market mechanism to be sole director of the fate of human beings and their natural environment, indeed, even of the amount and use of purchasing power, would result in the demolition of society.”

— Karl Polyani

Fortunately for liberal capitalism, the insidious nature of climate change means that we can hold off from pressing the panic button until it becomes pointless to even do so. Which then begs the question of how liberal capitalism will mutate to ensure its survival. Perhaps the biggest risk is that it will adopt its most extreme, unadulterated form: libertarianism. This would be a world of nightwatchman states subservient to the protection of capital. A world that leaves society in a perpetual state of self-predation which will be the inevitable outcome of any human environment based solely on individual competition in every aspect of life.

It is doubtful, however, that a “pure” libertarian society will emerge on its own. Even in the most libertarian-minded nation on earth, the US, it’s hard to ignore the fact that libertarian-friendly candidates tend to be laughably dull and incompetent. And it’s not clear that taking positions like opposing civil rights legislation or supporting a business’s right to discriminate on racial or sexual grounds will ever gain mainstream traction. Libertarians may make terrible economists but they make even worse politicians, as evidenced by the pitifully low share of votes received by the US Libertarian Party, typically less than 1% although as a sign of the anti-establishment times this jumped to over 3% in 2016.

More worrying is if some strand of libertarianism is pushed forward by a far-right populist. The affinity of many of these populists with small states particularly with regards to anything involving social protection, deregulation, and a general “pull yourself up by your bootstraps” attitude to individual behavior (which is nothing more than institutionalized cruelty towards the most vulnerable), would be surprisingly compatible with libertarian economic policy even though there would likely be some conflict over trade protectionism, anti-immigration, and other autarkic policies that are not usually part of the libertarian playbook. Still, the ability of populists to focus on cultural issues like race, gender, and political correctness will make it easier to push a libertarian agenda through the barriers.

To the delight of many New Optimists, centrism could continue to reign triumphant if enlightened voters realize the risk of far-right authoritarian populists as well as the false utopian promises of progress-hating progressive leftists. A return to the pre-crisis state of affairs, with some corrections at the margins, would seem ideal for the politically risk adverse let alone those who can foresee some financial or intellectual benefit from further perpetuation of the status quo. In their defense, change can be frightening. And disappointing. Perhaps better to cling to the hope that new technological developments like fusion power, electric aircraft, lab-grown meat, and biodegradable plastic can save us from the brink of an ecological catastrophe. And that a more compassionate form of capitalism can emerge rather than making a risky investment in radical politics that can go wrong.

Unfortunately for the centrists, it seems that voters are tired of them. France’s Emmanuel Macron, the great centrist hope for post-crisis Europe, has suffered from some of the lowest approval ratings of any French president in modern times as a result of the gilets jaunes protests12. The vaunted Independent Group (later Change UK) was formed in 2019 by Labour and Tory members seeking to build a centrist alternative to British politics but it fizzled spectacularly.13 And aside from Joe Biden, whose popularity rests on Obama-era nostalgia more than anything else, all other centrist Democratic candidates for the 2020 ticket seem to have no chance against Sanders or Warren. That a self-declared socialist like Sanders has become so popular in a country like the US goes to show that it’s not just the right-wing authoritarians who are breaking new political ground.

Although these instances may suggest that the center can no longer hold, it would still be a naive assumption to bet on it. The current infatuation with far-right populism could implode if one of these leaders makes a disastrous decision like starting a costly (if not catastrophic) war or plunging the economy into yet another major crisis. Likewise, there’s no guarantee that progressive left candidates will achieve electoral success even if many of their policies (particularly the economic ones) gain broad acceptance among voters. Good leftist policies need even better leftist politicians to successfully break out of the gravitational pull of the status quo bias inherent in politics, as well as to overcome the less-than-partial media coverage that they usually receive.

Unfortunately, they sometimes don’t help their own cause either. Whether it’s coddling to Third World autocrats (like Venezuela’s Maduro, arguably the litmus test of when the left crosses the threshold of ideological lunacy) merely because of their “anti-imperialist” rhetoric, opposing multilateral institutions like the European Union or NATO because of their perceived free market or hegemonic intentions, or pursuing unilateral nuclear disarmament in the face of growing Russian and Chinese global ambitions, it seems many progressive politicians appear willing to scare off large segments of their potential supporters over policies that only cater to the fringes and detract appeal from their comparative advantage in economic and social proposals. A case in point is Jeremy Corbyn, whose needlessly ambiguous stance on Brexit has led to him having the lowest approval ratings of an opposition leader in nearly half a century even in the face of the monstrous incompetence and cruelty of the current Tory leadership.14 This book goes to print just before the scheduled December 2019 snap election, one that Labour cannot afford to lose if there is any hope of ever seeing its progressive agenda put into practice.

The continued survival of centrist hegemony will, however, have to cater to some very real public discontent over liberal democracy and liberal capitalism’s failures to produce a just society, which no amount of statistics on progress will assuage insofar as people feel the promises exceed the results. But even now we are already witnessing capitalism’s gradual mutation for post-crisis survival. Enter “woke capitalism”, a term coined by New York Times writer Joss Douthat in a 2018 piece which pointed out the ways in which, at least in the US, the corporate elite had begun co-opting social issues for their own benefit:


Corporate activism on social issues isn’t in tension with corporate self-interest on tax policy and corporate stinginess in paychecks. Rather, the activism increasingly exists to protect the self-interest and the stinginess — to justify the ways of C.E.O.s to cultural power brokers, so that those same power brokers will leave them alone (and forgive their support for Trump’s economic agenda) in realms that matter more to the corporate bottom line.15



A notorious example of woke capitalism was the hiring of Colin Kaepernick, the NFL quarterback who first took the knee rather than stand for the national anthem in order to protest police brutality against African-Americans, in a Nike ad that makes implicit reference to his political activism.16 Another is a Gillette ad against toxic masculinity that attempted to bank on the #MeToo movement.17 It is not that these ads went down well with everyone; conservatives and New Right sympathizers immediately decried them as yet another example of political correctness taken to the extremes. Other attempts have been ridiculed from the start, such as a recent Pepsi ad featuring reality TV star Kendall Jenner which depicted a group of multi-ethnic, Instagram-friendly protesters giddily dancing on the streets to auto-tuned pop music while the world’s youngest female billionaire hands a policeman a soda, the cringeworthy spectacle being more reminiscent of an obnoxious hipster music festival than an actual protest.

But ridiculousness aside, all of these examples are symptomatic of capitalism’s attempts at pre-empting dissent among its most hostile demographic: young, socially-conscious millennials and Generation Zers affluent enough to be educated, educated enough to know they deserve better, but perpetually tempted by the hedonistic allure of contemporary hyper-consumerist society. Lasch offered a preview of these sentiments decades before our current Age of Wokeness, one viewed through the lens of his own disappointment over how the American left’s “spirit of ‘68” faded into a societal consensus that approximated pathological narcissism:


The contemporary climate is therapeutic, not religious. People today hunger not for personal salvation, let alone for the restoration of an earlier golden age, but for the feeling, the momentary illusion, of personal well-being, health, and psychic security. Even the radicalism of the sixties served, for many of those who embraced it for personal rather than political reasons, not as a substitute religion but as a form of therapy. Radical politics filled empty lives, provided a sense of meaning and purpose.18



Woke capitalism doesn’t simply involve the relationship between a corporate elite and its customers, but also of the elite to itself. Recent years have seen the rise of the “activist investor”, usually large institutional shareholders putting pressure on companies to make progress on what is known in business lingo as Environmental, Social, and Governance (ESG) criteria. Directly challenging Milton Friedman’s insistence that a company’s sole responsibility is profit, these efforts appear to be proof that capitalism can be shifted to a more ethically-minded equilibrium without the need for state regulation imposing it from the top down. Even the Business Roundtable, an association of major US CEOs, announced to much fanfare in 2019 that companies should move towards a stakeholder rather than shareholder purpose.19

The problem, obviously, is that this too largely remains a ruse. For example, no amount of women on a company board will change a firm’s primary profit-making activities however socially destructive they might be, nor will it empower ordinary female wage-earners with no voice or vote on the company’s decision-making process, nor give them a share (i.e. ownership) in the company’s success. Worse still is the fact that the bulk of investor activism has nothing to do with ESG targets. Most tend to focus on other self-interested objectives like replacing board members that do not align with investors’ desired strategy, or to force companies to pursue mergers or divest assets, (no surprise that many activist investors are hedge funds). While a far cry from the corporate raiders of liberal capitalism’s 1980s heyday as exemplified by films like Wall Street or books like Barbarians at the Gate that were illustrative of the earlier generation of investor activism, we are still far from the point in which capitalism will ethically police itself.

In the end, it is far more likely that capitalism will not only refuse to police itself but will continue to behave in the most predatory, criminal manner possible. As traditional economic activity becomes ever more suffocated by capitalism’s contradictions such as the lack of competition and the pauperization of workforces, profits will need to be found elsewhere, either through the commodification of areas of human life that previously were not subject to market logic (consider what Facebook and Google have done to privacy), or through profiting from the very chaos it creates. The “perpetual war” that the US was prepared to wage in the aftermath of 9/11 obliviated any considerations other than force to shape the world. So too will a future centered around perpetual crisis, whether these be real economic and environmental crises or invented ones such as fears surrounding immigration and culture wars. The disaster capitalist will always find a way.

Reimagining Society

“If this is the best of all possible worlds,” he said to himself, “what can the rest be like?”

— Voltaire, Candide

The criticisms laid out in this book against the New Optimists and their progress narrative have all had the common denominator of questioning the “liberal consensus” that currently dominates our political and economic thinking. This is not because liberalism is comprehensively terrible, far from it. It would be an act of cheap historical revisionism to deny the contribution of liberalism to human flourishing by reframing people’s role in society from being subjects of political authority to citizens with inalienable and ever-expanding rights, even if these rights were only gradually expanded to encompass the entirety of society rather than just a bourgeois elite. This emancipatory process was necessary to move away from absolutism, the divine right of monarchs, and other dogmas of power that have mostly been the default setting for human political organization since the dawn of civilization.

Unfortunately, placing the individual at the center of the liberal project created a litany of problems of its own. For starters, we are biologically a social species whose communal life forms an intrinsic part of our well-being. Furthermore, our very own conception as individuals is guided by practices and habits that are far from autonomous, which also puts into question libertarian views on free will which is an unwritten foundational philosophy of capitalism. It follows from this individualist tradition that choice is central to maximizing our roles as citizens and as consumers, a distinction which is gradually blurred under liberal capitalism not by chance but by design. This has the notorious consequence of individualizing structural problems whether these be around mental health, our role in combating climate change, ot our desire for ethical consumption. Lasch noticed the pervasive impact of this individual consumerist mentality on culture as early as the 1970s, warning of the “social origins of the suffering — not to be confused with complacent self-absorption — that is painfully but falsely experienced as purely personal and private”20 and the role of capitalism in this transformation:


[C]ulture cannot be regarded as a matter of individual “life-styles.” It is a collective creation, itself deeply influenced by the ways in which society organizes the production of material needs. A society that leaves production to “private enterprise” will get a culture to match, one characteristic of which is precisely the tendency to see culture as the product of private choice.21



Although liberalism’s individualist tradition has a distinctly Western origin, it is incorrect to assume that communitarian practices would feel alien in the West, so much that they must persist as the exclusive domain of foreign, “collectivist” cultures. In the converse case, individualism has taken root in many of these cultures as evidenced by the spread of liberal democracy and capitalism across much of the world. There is also a strong communitarian philosophical tradition in the West, which was strongly opposed not only to Nozick-inspired libertarianism but also to early Rawlsian liberalism which was initially seen as not moving sufficiently away from individual-centric conceptions of an ideal society. For communitarians (a label used more by their detractors than themselves), that both Rawls and Nozick held individualism as the default was problematic. Philosopher Charles Taylor, one of the most well-known figures in the movement, explained this in a 1985 essay:


In an earlier phase of Western civilization, of course, not to speak of other civilizations, these arguments would have seemed wildly eccentric and implausible. The very idea of starting an argument whose foundation was the rights of the individual would have been strange and puzzling — about as puzzling as if I were to start with the premise that the Queen rules by divine right. You might not dismiss what I said out of hand, but you would expect that I should at least have the sense to start with some less contentious premise and argue up to divine right, not take it as my starting point.22



Taylor’s inspiration was not Locke but rather Aristotle, which he paraphrased in the same essay: “Man is a social animal, indeed a political animal, because he is not self-sufficient alone, and in an important sense is not self-sufficient outside a polis”. But while the communitarian criticism of liberalism may seem compelling, it may have been partly unfair: the case can be made that enhancing individual freedom allows people to maximize their social experiences, which in pluralistic democracies do not lend themselves to be easily maximized through public policy alone. Thatcher was wrong to claim that “there is no such thing as society”23, but Rawls would rightfully argue that there’s no such thing as – a – society either: “a democratic society is hospitable to many communities within it… but it is not itself a community, nor can it be in view of the fact of reasonable pluralism”.24

But accepting individualism as the starting point still leaves issues like Putnam’s bowling conundrum unresolved. We may be ever freer to go to the bowling alley, and may even have an ever-expanding number of bowling alleys to choose from, but how do we reconstruct the communal bonds that were gradually lost to bowling alone? Would economic and social policies that prioritize the collective allow maximizing individual experiences instead? Indian economist and philosopher Amartya Sen (both admirer and critic of Rawls) has argued that the concept of freedom deserves to be expanded beyond the political realm: being “free” of deprivation, poverty, and hunger is just as important as political and civil rights.


Individual freedom is quintessentially a social product, and there is a two-way relation between (1) social arrangements to expand individual freedoms and (2) the use of individual freedoms not only to improve the respective lives but also to make the social arrangements more appropriate and effective. Also, individual conceptions of justice and propriety, which influence the specific uses that individuals make of their freedom, depend on social associations — particularly on the interactive formation of public perceptions and on collaborative comprehension of problems and remedies. The analysis and assessment of public policies have to be sensitive to these diverse connections.25



Unfortunately, what had been a lively intellectual debate at the height of Reaganism became one of the many casualties of Fukuyamist end of history euphoria. No communitarian ideology had a place in a world where the Berlin Wall had fallen but an even more impenetrable wall had been erected to protect the liberal individualist consensus from all dissent. Furthermore, the great perceived deficiency of communitarianism was its lack of a single theoretical framework beyond its very valid criticisms of liberalism, not unlike how the so-called neo-classical synthesis — modern economics’ mathematical “theory of everything” — has proved impossible to fully replace.

To pretend there is an easy answer to this would be a disservice to progress. The previous chapter offered a number of alternatives, all of which have a common denominator: encouraging human beings to work together towards a common good through the expansion of democratic practices across public, private, and global spheres of life as well as ownership of the fruits of their labor. Limiting the excesses of liberalism, particularly in the economic sphere, should not be particularly controversial: liberals have no objection to limiting democracy in order to avoid the side effects of having too much of it (rule by referendum, tyranny of the majority, among others). I have also argued that none of these alternatives are particularly radical: they have already been implemented somewhere, usually quite successfully, which puts the burden of proof on those who consistently discredit these ideas to demonstrate why they wouldn’t work. “Realistically utopian”, Rawls would say, “probing the limits of practicable political possibility”.26

At a time when New Optimists believe in progress in every realm except political and economic ideation, our unwillingness to imagine a future outside of our existing conception of a liberal, individualist society is perhaps the most damning confirmation that we are not so much at the end of history but at the end of imagination. But the alternative to a progress narrative expurgated of the possibility of subversion is not to abandon any hope of change. Fisher ends Capitalism Realism not with nihilism but with anticipation of what was yet to come:


The long, dark night of the end of history has to be grasped as an enormous opportunity. The very oppressive pervasiveness of capitalist realism means that even glimmers of alternative political and economic possibilities can have a disproportionately great effect. The tiniest event can tear a hole in the grey curtain of reaction which has marked the horizons of possibility under capitalist realism. From a situation in which nothing can happen, suddenly anything is possible again.27



One positive development is that certain dogmas of progress are now thoroughly discredited. We no longer believe endless economic growth is possible or even desirable. We no longer think it is our moral duty as a species to harness the planet’s natural resources for our own service. We increasingly realize that the lost connections of our social experiences cannot be substituted by purely materialist accumulation. And at least there is now a growing critical mass of people who have stopped seeing socialist ideas as the road to serfdom but as a path towards realizing the fullest promise of democracy. The progress narrative would have it that we are simply a spoiled generation, ungrateful for the achievements made in decades and centuries past that have allowed us the privilege of taking our prosperity for granted. And yet this grievance could be levied to every previous generation which believed it had found the secret to satiating its most elementary needs, only to realize that its wants would soon be added to this ever-expanding list. The glass is never full because it keeps getting bigger, yet we would be doing a disservice to ourselves in thinking that at any point it couldn’t be be fuller still. Ultimately, we may never reach the Panglossian utopia of living in the best of possible worlds. But to truly realize the dream of human progress, we cannot satisfy ourselves merely by believing that we are doing better than before. We have to know we are doing the best we can.


A NOTE ON DATA SOURCES

All data used for the charts and tables comes from publicly available data sets from major international organizations, national statistics agencies, or academic sources. The main ones are listed below. All charts and tables in the book can be downloaded from the author’s website at www.reasonability.org/data.

International Monetary Fund – World Economic Outlook

International macroeconomic statistics. April 2019 edition and the July 2019 update were used for most of the data although some last-minute updates were made with the October 2019 edition which was released shortly before the book was finalized.

https://www.imf.org/en/data

World Bank – World Development Indicators

International macroeconomic and development statistics.

https://data.worldbank.org/

World Bank – PovcalNet

A very useful tool for estimating global poverty figures with user-defined poverty lines.

http://iresearch.worldbank.org/PovcalNet/

Maddison Project Database

Historical data set on income and growth that is widely used for pre-1950 data. Data for this book comes from the 2018 update.

https://www.rug.nl/ggdc/historicaldevelopment/maddison/

World Inequality Database

Historical data on income and wealth inequality.

https://wid.world/

UNESCO – UIS.Stat

International education statistics.

http://data.uis.unesco.org/

St. Louis Fed – FRED

A repository of economics statistics from different agencies.

https://fred.stlouisfed.org/

Office of National Statistics

UK economic statistics.

https://www.ons.gov.uk/
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