
Democracy and Dystopia

Part One: The intangible economy

Despite initial triumphalism, the post-Cold War growth of intangible capitalism, divorced

from the concerns and values of democratic nation states, has left western democracies

facing economic, social and existential crises.

At the end of the Cold War, Western democracies emerged as the wealthiest and most

powerful states the world had ever seen. Four decades later, in the wake of a global

pandemic, they were hugely indebted, self-loathing states, riddled by fears of migration and

disease and beset by identity crisis. What went wrong?

One answer might be hubris. In 1989, a triumphant West assumed the globe was en route to

a secular, liberal democratic, international order. Tony Blair, one of the more enthusiastic
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proponents of this triumphalism, observed in 2010 that ‘for almost twenty years … the

West set the agenda’. (1)

Following the collapse of Soviet-style communism, it was all too easy to believe that the

West’s model of liberal democracy and free-market capitalism, supported by a clear set of

US-sponsored international rules, would spread to the four corners of the earth. Ultimately,

however, ‘this proved to be nonsense’. (2) How did the triumph of the western-model

unravel? And what remains of it in the wake of both financial meltdown and the massive

debt which democracies accumulated when they opted to lock down once-open societies in

response to the Covid-19 pandemic?

The globalization dilemma

At the turn of the millennium, the Washington consensus held that the democratization of

technology, finance, and information would drive international integration. Globalization

created a new global power source- the ‘Electronic Herd’. The herd comprised ‘the faceless

stock, bond and currency traders’ pioneering exciting new financial products, like

derivatives. It rewarded, with investment capital, countries that put on a ‘Golden

Straightjacket’ of deregulation. (3)

Western capital went in search of cheap, emerging-market labour and found the ‘most

efficient low-cost producers’, mainly in Asia. (2) The best way to achieve rapid increases in

living standards was to follow the market. States either got on board the global highway to a

borderless, liberal democratic future, or found themselves consigned to failed statehood,

where only crime and terror flourished.

The consequences were staggering, but not quite what the borderless world enthusiasts

anticipated. The lazy assumption that, with the Cold War over, the rest of the world would

embrace supposedly universal truths associated with liberal democracy proved an illusion.

By the second decade of the twenty-first century, many countries, notably China and Russia,

had done no such thing.
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The geo-political consequences of the US sub-prime crisis of 2008–2010, followed by the

fiscal attrition of the eurozone crisis between 2010 and 2018, indicated that history had far

from ended. Globalization revealed its uncomfortable dark side.

The rise and fall of millennial capital

The politico-economic structure at the millennium was distinguished by overlapping

jurisdictions and cross-cutting allegiances where the transnational character of global

exchanges undermined the traditional territoriality and allegiances of the nation state,

de-concentrating loyalty as it deracinated identities. At the same time, millennial capital,

driven by increasingly global financial markets, undermined state based, or regionally

focused, capitalism. Globalization shattered the post-1945, Ford-era contract between

capital and the nation state. It recast socio-economic relations and political conduct. The

global division of labour sounded the death knell of the blue-collar working class, replacing it

with an insecure new ‘precariat’.

The political impact of millennial capital had already diminished assumptions about the

equitable, wealth-enhancing character of globalized currency and trade flows. The financial

crisis of 2008 and its aftermath dramatically intensified the inegalitarian, anomic character

of the global marketplace. Western democracies reacted with a range of responses that have

come into focus since the financial crisis and the panicked return of big state regulation

during the global pandemic of 2020.

The collapse of the liberal market order, 2008 - 2018

The 2008 crash was a credit crisis, where liquidity dried up and banks with low deposit

bases, dependent for lending upon the international money market, went bust (as was the

case with Northern Rock, the UK lender, and small, open economies, like Iceland and

Ireland).

Cheap interest rates, kept low by the US Federal Reserve after 9/11, had fuelled a

consumption-driven, asset price boom. Investment banks like Merrill Lynch, Lehman
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Brothers, and Bear Sterns became mortgage-based money machines vending leverage and

securitization. In 2008, there was an estimated US$ 684 trillion in debt-related,

credit-backed, derivatives in the global market - some twelve times the size of total global

gross domestic product. When the money machine went bust, the cumulative actions of the

Federal Bank and the Bush and Obama administrations succeeded in stabilizing the financial

system and recapitalizing megabanks deemed ‘too big to fail’.

If the ultimate test of the policy of stabilization was the health of the banks, then the result

was impressive. However, saving that system came at a price. The crisis revealed that

national economic policy was ultimately subordinated to the needs of the financial system.

To save it, national taxpayers paid to bail out global institutions. With much higher levels of

government debt as a consequence of the financial crisis, and now the costs of lockdown,

they will be paying for many years to come.

Fragmenting Europe 2010 - 2020

The eurozone crisis evolved somewhat differently from the US subprime crash, with

consequences that were far more politically damaging for the EU’s project of closer political

union. Millennial Wall Street was a North Atlantic, as well as a North American system. The

City of London hosted 250 foreign banks prior to the crisis. RBS, Deutsche Bank, and BNP

were the three largest banks in the world by assets. In 2007, the balance sheet of each came

close to matching the GDP of its home country.

The fact that the eurozone was a work in progress exacerbated the European crisis. The

dominance of the German economy within the European Union dictated its course. A

German penchant for fiscal rigidity and a reluctance, prior to 2015, to let the European

Central Bank’s Director, Mario Draghi, ‘do whatever it takes’ deepened the crisis.

Europe’s economies diverged, intensifying a North–South divide. Germany’s export

surpluses grew, while the PIGS (Portugal, Ireland, Greece, and Spain) endured recession and

mass unemployment. Europe’s largest economies, France and Germany, did not suffer the
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extreme inegalitarian distributional effects of the US sub-prime crash. Instead, they

off-loaded the problem onto the weaker states of Southern Europe.

The eurocratic approach to crisis management, particularly its treatment of Greece, exposed

the democratic deficit at the heart of Europe. Post-crisis Europe, rather than being a regional

model, became instead ‘the object of other people’s corporatist capitalism’. (4)

Debt and democracy

Notwithstanding Europe’s fiscal incoherence, the magical monetary medicine of quantitative

easing facilitated a bull run on equities between 2009 and 2020, disproportionately

rewarding the top 10 per cent of households that owned 90 per cent of the total value of

financial assets. Liberal progressive ideology, committed to social justice and the idea that all

social ills were amenable to state-engineered technocratic remedies, had unintentionally

achieved this inegalitarian outcome. (4) The contrast between Wall Street and Main Street

could not have been starker. American crisis management nevertheless worked. After 2012,

the US economy started to recover, but inequality was institutionalized.

The spirit of inequality, Montesquieu observed, corrupts democracy. It ‘arises when citizens

no longer identify their interests with the interests of their country, and therefore seek both

to advance their own private interests … and to acquire political power over them’. (6) This

corruption of the democratic spirit began in Silicon Valley and spread, as if by an invisible

hand.

AI and the great disruption

After 2008, American capitalism recast itself in a monopolistic mould. Information

technology companies, with their global footprint, were the major beneficiaries. In the

process they built a new economic model. The emergence of the GAFA (Google, Amazon,

Facebook, and Apple) tetrarchy that escaped anti-trust, data protection and tax investigation

distorted the free market, corrupted the understanding of free speech and fractured,

perhaps irreparably, the relationship between individualism, property rights, and political
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democracy. As recent scandals involving Facebook, Twitter and Google demonstrate, the

new media now surpasses traditional mainstream media in influencing voter behaviour and

acting as an arbiter of political speech.

In practical terms, the new technology companies have achieved immense financial power.

Amazon, PayPal, and Google (restructured as Alphabet in 2015) launched after 1994, Gmail

first appeared in 2004, as did Facebook. Twitter began tweeting in 2006, Airbnb renting

rooms in 2008, Tesla making driverless cars in 2003, and Uber ride hailing in 2009. Silicon

Valley hosts the corporate headquarters of Apple, Google, Facebook, Twitter, Uber, PayPal,

and Airbnb. The valley engineers the future, and the future is algorithmic.

By 2017, eight of the world’s most highly valued companies were technology businesses. Of

these companies, five (Apple, Alphabet, Microsoft, Amazon, and Facebook) are based in the

US, two (Ali Baba and Tencent) in China and one (Samsung) in Korea. European companies

are notable only by their absence.

A progressive, anti-establishment worldview informed Silicon Valley’s mutation from

counter-culture to cyber-culture. The Siliconians assume they are ‘the solution, not the

problem’. They want ‘one global community’, but to build it, they ‘disrupt’ the old.

Libertarian in their origins, the engineers of the virtual world conceived it as an anarchy. Yet,

big-tech behaviour quickly eschewed its roots. The economic strategy of the new media

leviathans encourages ‘creative’ monopoly, not competition. Facebook, Google, and Twitter

are media platforms that mine data and generate profits through advertising. In 2017,

Google and Facebook received 63 per cent of all US digital advertising revenue. In the

process they created a distinctly intangible economy.

The intangible economy

Developed economies now invest in design, branding, R&D, and software, rather than in

tangible assets, such as physical plants and machinery. Intangibility has determined the key

economic changes of the last decade, from economic inequality to stagnating productivity.

6

https://www.ft.com/content/b464494c-2a7a-11e7-9ec8-168383da43b7
https://www.bbc.co.uk/programmes/b0916ghq
https://www.telegraph.co.uk/technology/2019/07/21/googles-unstoppable-advertising-machine-finally-running-steam/


This intangible economy is fundamentally different from the pre-tech one, as the shuttered

retail outlets on UK high streets since lockdown eloquently testify. Its characteristics involve

‘scalability’ of product design, spill-overs into other products in the same domain, and

synergies where design and development create dynamic hubs, whilst generating greater

inequalities in wealth across the wider society. As intangibility flourishes, the old economy

dies.

Intangibility has also intensified the rise of super-dominant companies, removed from

political or fiscal oversight. The oligopolist character of the new economy means that since

the 2008 financial crisis, the Gini coefficient has widened in all developed economies,

fracturing a crucial link between capitalism and democracy.

The new media platforms gather data to produce information that influences

decision-making, disrupting the political relationship between the individual citizen, the

constitutional order, and the market. Paradoxically, the anarchic space of virtual freedom

offers the most valuable weapon for political control, manipulation, and the dissemination

of non-information. Social media companies already offer platforms to target voter

preferences and facilitate extremist ideologies that render democratic processes open to

manipulation by alien powers.

After 2012, a semi-detached, transnational, big tech, and investment banking elite promoted

intangible capitalism, divorced from the concerns and values of their tangible democratic

nation state containers. ‘Woke’ capitalism has pursued an increasingly disruptive,

emancipatory, green, virtual, but still progressive, global vision. It favours an ‘iron law of

oligarchy’ in a twenty-first century networked form. (8)

Whilst the intangible economy enabled the emergence of a transnational progressive class

detached from the concerns of the nation state across the Anglosphere, things developed

differently but equally oligarchically in Europe. The European project, once envisaged as the

harbinger of a more enlightened, socially just regional order, found - through conventional

fiscal means - a route to inegalitarian outcomes that divorced its cosmopolitan elites from

their dissatisfied masses. Ironically, the desire of  former German Chancellor, Angela Merkel,
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Europe’s most powerful head of state, to keep the eurozone together whatever the cost,

achieved the populist backlash that ever closer union sought to avoid.
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Part Two: The Revenge of Politics

The progressive worldview of the transnational class has left the West divided and

exhausted.

In the first part of this essay we looked at how the financial crisis created the economic

conditions for an increasingly illiberal form of politics. Here, we discuss the populist reaction

to transnational progressivism after 2016 and the political challenges Western democracy

now confronts.

In Greece, the UK, across Western Europe, and in the US, an unanticipated and inchoate

popular reaction to the financial crisis questioned the progressive assumptions that had

informed the end-of-history project. To the astonishment of the transnational elites in

politics, academia, finance, and the mainstream media, the second decade of the

twenty-first century witnessed a resurgence of nationalism and populism on both the left

and right of the political spectrum and on both sides of the Atlantic.

9



The financial crisis of 2008 and the decade of bank bailouts and austerity that followed,

created a mounting sense of unease about the governance of Western Europe and the

United States. It fed a loss of confidence in established political parties. In 2016, the Brexit

referendum, the election of Donald Trump to the US presidency, and the rise of nativist and

radical socialist political movements everywhere, announced a wave of angry populism

crashing on the rapidly eroding shore of Western progressive orthodoxy. Trump and Brexit

signalled a revolt of the masses against a progressive antipathy to borders. The pandemic

lockdowns of 2020 further reinforced a growing predilection for national solidarity.

Across Europe, parties have either emerged from nowhere or chased electability from the

political fringes. Populism finds the new social media particularly congenial for transmitting

its message, bypassing established party systems that acted as filters to limit their appeal.

Social media enabled the electoral success of previously fringe movements, such as Syriza in

Greece or the Five Star Movement in Italy, as well as the hijacking of mainstream parties.

Donald Trump secured the Republican nomination for the 2016 US presidential election

against the wishes of the party establishment, whilst Jeremy Corbyn’s Labour Party

leadership victory in 2015 lit a bonfire under Tony Blair’s progressive third way vanities.

The revolt of the masses and the decline of the west

Since 2020, Brexit, the election of Donald Trump, the ‘gilet jaune’ protesters in France, and

the growing protests against lockdown restrictions, have all exposed a divide between two

‘value blocs’ across the modern West. As J. D. Vance explained, Silicon Valley represents a

dystopian view of what middle America sees in the future. Two fundamental subsets

of the population …completely separated by culture and wealth … (who) don’t

really interact with each other or feel any kinship.

David Goodhart termed these subsets ‘anywhere’ and ‘somewhere’. Meanwhile, in France, a

Parisian, urban, bobo elite dominates media, business, and finance and inhabits a different

world from those who live in ‘lower France’ on the périphérie.
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The economic and cultural gulf between these worlds and worldviews accounts for the rise

of Western populism. Vance considers himself a rare ‘cultural migrant’ who discovers that

‘the wealthy and powerful are not just wealthy and powerful, they follow a different set of

norms’. (1) These norms are the antithesis of the hillbilly, redneck culture of the Midwest,

lower France, or Northern England. Vance’s memoir captures a white, working-class culture

disintegrating, as manufacturing jobs that once supported stable family life disappear

overseas. Meanwhile in France the gilets jaunes, like their hillbilly equivalents, watch

powerless, ‘as the implacable law of global markets asserts its authority everywhere’. (2)

Within a few decades France became ‘an American society … inegalitarian and

multicultural, … polarised and seething with tension’. (2)

The road to nowhere

Goodhart estimates that, in the UK, metropolitan elites represent 20–25 per cent of the

population, while the periphery constitutes more than half the population. By wealth and

education they correspond to a similar divide across the US and Western Europe. The

peripherals are socially conservative, political ‘outsiders’, uncomfortable with mass

immigration, and ‘an achievement society in which they struggle to achieve’. (3) Forty years

ago, their values prevailed across the West. Brexit in the UK, Trump in the US, the Liga di

Nord in Italy, Eric Zemmour in France, and the AfD in Germany represent an instinctive

response to the failure of the progressive agenda.
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By contrast, the progressive worldview of the transnational class is pro-globalization but

‘combined with state enforcement of greater racial and gender equality’. (3) Its worldview

places a high value on mobility and novelty, and a much lower value on national social

contracts, tradition or group identity, always excepting abstract minorities. (3) It  is

comfortable with mass migration, European integration, and universal human rights, all of
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which dilute national citizenship. Although meritocracy is the official creed, this new, and

increasingly non-domiciled class are ‘almost always born into the wealthy or professional

classes’. (3) Education at elite universities and inter-marriage reinforce their shared values.

Before Brexit and Trump, their viewpoint prevailed in the media and set the agenda of

mainstream political parties across the West.

In the nineteenth century, Karl Marx assumed the affluent bourgeoisie would be more

nationalist than the proletariat because they formed the ‘executive committee’ of the

modern state. Marx was wrong. The global economy transformed the nineteenth century

haute bourgeoisie into an intangible Internationale. This transnational class now ‘have more

in common with each other—regardless of their respective national, racial, or religious

identities—than they have with everybody else’. (4) The universal values of social justice and

minority entitlements that the new oligarchy embrace provide an ideological alternative to

national identity. The abstract equality of all is taken to mean that partiality for fellow

nationals is racist.

In Europe, the political class’s minority and migration fixation made three interlinked

assumptions. Firstly, that mass migration was an economic boon rather than a cost to

overstretched European welfare states. Secondly, that an ageing European population

needed replacement by culturally very different people. And thirdly, that this new

population would integrate and contribute much-needed diversity to stale and pale Europe

in urgent need of rejuvenation.

Nations divided

These assumptions proved mistaken. The ideological endeavour to forge a multiculturalism

that accorded special group rights to minorities fragmented national identity. Without any

incentive to integrate, these very different cultures developed separately, sometimes

exhibiting violently illiberal enthusiasms. Failed interventions in Libya, internecine conflict in

Syria, and the Islamic State’s attacks on European cities only exacerbated the west’s identity

crisis.

13

https://www.marxists.org/archive/marx/works/1848/communist-manifesto/ch01.htm


The baleful consequences of this agenda are all too evident. Britain in the mid-1990s was a

multi-racial society with a settled minority migrant population of around 4 million or 7 per

cent. (3) By 2016, 18 percent of the UK’s working age population was born overseas and

Britain’s official immigrant population had tripled. This was not inevitable but official EU and

mainstream political party dogma.

The primary losers from mass migration are poorer people in rich countries. Thus, in the

working-class towns of North East England, young white males aged between eighteen and

twenty-four, without education or training, enter a twilight world of low-status jobs.

Significantly, the North East, like once industrial South Wales, voted Brexit in 2016. Similar

constituencies in the USA, Germany, Italy, Spain and France support, inter alia Trump, the

AfD, the Liga di Nord, Vox and the Front National.

By contrast, London, which dominates the UK economy, has evolved into an economically

global, ethnically polarized, megalopolis where a largely migrant, menial class services a

free-spending, transnational oligarchy. Across Europe the move to ever closer union and the

free movement of labour erected a social gulf between bobo cosmopolites in London or

Paris and the peripheral precariat that mainstream political parties ignored. Even after the

disastrous failure to manage the 2015 refugee crisis, European Commission President

Jean-Claude Juncker insounciantly maintained ‘that borders are the worst invention ever

made by politicians’. (4)

The failure of the progressive project

Thomas Hobbes, observing the internecine strife of the English Civil War in 1650, argued

that a social contract establishing an abstract, sovereign state, must afford its members

peace and protection, otherwise ‘solitary, poor, nasty (and) brutish’ conditions wil prevail.

Hobbes would have foreseen Europe’s open borders incubating well-meaning doom. The

failure of the progressive project between 2010 and 2019, and the lockdowns of 2020, saw

former nation states across Europe scrabbling to reclaim their borders, undermining one of

the four ‘essential’ freedoms on which the project precariously rested.
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Liberal democratic trading states, led by the US, built the international architecture that

governed globalization: the UN, the IMF and the World Trade Organization. However, the

unintended consequence of the huge increase in cross-border capital flows from the early

1980s rendered these institutions increasingly impotent. This shift, together with the

financial crisis it generated and the intangible economy it facilitated, undermined the

democratic legitimacy of globalization as well as its claims to advance shared universal

norms. In the US it has fomented deepening divisions on ethnic and class lines that threaten

its constitutional foundations. Meanwhile, the once ‘turbulent and mighty continent’ of

Europe, looks ‘exhausted’. History did not end. A new geopolitics extracts its revenge on the

hubristic assumptions of the progressive West. Internally it assumes the form of a

haemoraging western body politic, externally it takes the shape of rising revisionist powers.
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